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INDEPENDENT AUDITORS' REPORT 
 
 
April 17, 2018 
 
 
Honorable Mayor and City Council 
City of Lonsdale, Minnesota 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major 
fund, and the aggregate remaining fund information of the City of Lonsdale, Minnesota,  as of and for the year ended December 
31, 2017, and the related notes to the financial statements, which collectively comprise the City’s basic financial statements as 
listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting 
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error.  
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit.  We conducted our audit in accordance 
with auditing standards generally accepted in the United States of America.  Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.  
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error.  In making those risk assessments, the auditor considers internal control 
relevant to the City’s preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal 
control.  Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of 
the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund information of the City 
of Lonsdale, Minnesota, as of December 31, 2017, and the respective changes in financial position, and, where applicable, cash 
flows thereof for the year then ended in accordance with accounting principles generally accepted in the United States of America. 
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Other Matters 
 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the Budgetary Comparison Schedule, 
Schedule of City’s Proportionate Share of the Net Pension Liability, Schedule of City Contributions, and Schedule of Changes in 
Net Pension Liability (Asset) be presented to supplement the basic financial statements. Such information, although not a part of 
the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential 
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. 
We have applied certain limited procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management about the methods of preparing 
the information and comparing the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or 
provide any assurance on the information because the limited procedures do not provide us with sufficient evidence to express an 
opinion or provide any assurance.  
 
Management has omitted the Management’s Discussion and Analysis that accounting principles generally accepted in the United 
States of America require be presented to supplement the basic financial statements. Such missing information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential 
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. 
Our opinion on the basic financial statements is not affected by this missing information. 
 
Other Information 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City’s basic 
financial statements. The introductory section, combining nonmajor fund financial statements, and schedule of indebtedness are 
presented for the purposes of additional analysis and are not a required part of the basic financial statements.   
 
The introductory section, combining nonmajor fund financial statements, and schedule of indebtedness have not been subjected to 
the auditing procedures applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or 
provide any assurance on them. 
 
Emphasis of Matter 
 
Prior Period Adjustment 
As discussed in Note 4.G. to the financial statements, the 2016 financial statements have been restated to correct material 
misstatements.  Our opinion is not modified with respect to this matter. 
 
Report on Other Legal and Regulatory Requirements 
 
In accordance with Minnesota Statutes, we have also issued our report dated April 17, 2018, on our consideration of the City of 
Lonsdale’s compliance with provisions of the Minnesota Legal Compliance Audit Guide for Cities, promulgated by the State 
Auditor pursuant to Minnesota Statute Section 6.65.  The purpose of the report is to determine if the City has complied with 
Minnesota laws and regulations.  That report is an integral part of an audit performed in the State of Minnesota. 
 
 
 
 
 
SCHLENNER WENNER & CO. 
St. Cloud, Minnesota 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
The financial statements of the City of Lonsdale (the City), have been prepared in conformity with accounting principles generally 
accepted in the United States of America (GAAP) as applied to governmental units.  GAAP includes all relevant Governmental 
Accounting Standards Board (GASB) pronouncements.   
 
The City has a mayor-council form of government that is governed by an elected mayor and four-member council.  The City 
provides the following services: public improvements, public safety, planning and zoning, recreation, liquor, and general 
administrative services. 
 
1.A. FINANCIAL REPORTING ENTITY  
 
The City’s financial reporting entity is comprised of the primary governmental unit of the City of Lonsdale.   
 
In determining the financial reporting entity, the City complies with the provisions of GASB Statement No. 14, The Financial 
Reporting Entity, and includes all component units of which the City appointed a voting majority of the units’ board; the City is 
either able to impose its will on the unit or a financial benefit or burden relationship exists. 
 
Blended Component Units 
 
Blended component units are separate legal entities that meet the component unit criteria described above and whose governing 
body is the same or substantially the same as the City Council or the component unit provides services entirely to the City.  These 
component units’ funds are blended into those of the City’s by appropriate activity type to compose the primary government 
presentation.  Currently, the City has the following blended component unit: 
  
 Economic Development Authority of the City of Lonsdale 

The Authority was established in 2001 pursuant to the provisions of Minnesota Statues Section 469.090 to 469.108 to 
promote and provide incentives for economic development, and to preserve and create jobs, enhance the City’s tax base 
and promote the general welfare of the people. The EDA is governed by a board of commissioners consisting of seven 
members, five from the business community and two City Councilmembers. 
 
The financial activity of the Authority is performed by the City of Lonsdale and treated as routine City business. 

 
Discretely Presented Component Units 
 
Discretely presented component units are separate legal entities that meet the component unit criteria described above but do not 
meet the criteria for blending.  Currently, the City has no discretely presented component units. 
 
1.B. BASIS OF PRESENTATION 
 
Government-wide Financial Statements 
 
The Statement of Net Position and Statement of Activities display information about the reporting government as a whole.  They 
include all funds of the reporting entity.  The statements distinguish between governmental and business-type activities. 
Governmental activities generally are financed through taxes, intergovernmental revenues, and other nonexchange revenues.  
Business-type activities are financed in whole or in part by fees charged to external parties for goods and services. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
1.B. BASIS OF PRESENTATION (Continued) 
 
Fund Financial Statements 
 
Fund financial statements of the reporting entity are organized into funds, each of which is considered to be a separate accounting 
entity.  Each fund is accounted for by providing a separate set of self-balancing accounts that constitute its assets, deferred 
outflows, liabilities, deferred inflows, fund equity, revenues, and expenditures/expenses.  Funds are organized into three major 
categories: governmental, proprietary, and fiduciary.  An emphasis is placed on major funds within the governmental and 
proprietary categories.  A fund is considered major if it is the primary operating fund of the City or meets the following criteria: 
 

 Total assets and deferred outflows, liabilities and deferred inflows, revenues or expenditures/expenses of that individual 
governmental or enterprise fund are at least 10 percent of the corresponding total for all funds of that category or type; 
and 
 

 Total assets and deferred outflows, liabilities and deferred inflows, revenues or expenditures/expenses of that individual 
governmental or enterprise fund are at least 5 percent of the corresponding total for all governmental and enterprise funds 
combined. 

 
The City reports the following major governmental funds: 
 

The General Fund is the primary operating fund of the City and is always classified as a major fund. It is used to account for 
all activities except those legally or administratively required to be accounted for in other funds.   

 
The Idaho Street Debt Fund is a debt service fund used to account for the sources of revenue for and the payment for the debt 
related to the Idaho Street project. 
 
The Business Park Debt Fund is a debt service fund used to account for the sources of revenue for and the payment for the 
debt related to the Business Park project. 

 
The Area 5 Capital Projects Fund accounts for financial resources to be used for the acquisition or construction of capital 
projects (other than those financed by proprietary funds). 

 
The City reports the following major proprietary funds: 

 
Enterprise Funds are used to account for business-like activities provided to the general public.  These activities are financed 
primarily by user charges and the measurement of financial activity focuses on net income measurement similar to the private 
sector.  The City maintains Water, Sewer, and Liquor Enterprise Funds. 

 
The City reports the following non-major fund types: 
 

The Special Revenue Funds account for funds received by the City with a specific purpose. 
 

The Debt Service Funds account for the accumulation of financial resources for the payment of interest and principal on 
general long-term debt of the City other than debt service payments made by enterprise funds.  Ad valorem taxes, special 
assessments, and tax increment financing are used for the payment of principal and interest on the City’s indebtedness. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
1.C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING 
 
Measurement focus is a term used to describe “which” transactions are recorded within the various financial statements.  Basis of 
accounting refers to “when” transactions are recorded regardless of the measurement focus applied. 
 
Measurement Focus 
 
On the government-wide Statement of Net Position and the Statement of Activities, both governmental and business-like activities 
are presented using the “economic resources” measurement focus as defined in the second bullet point below.   
 
In the fund financial statements, the “current financial resources” measurement focus or the “economic resources” measurement 
focus is used as appropriate: 
 

 All governmental funds utilize a current financial resources measurement focus.  Only current financial assets and 
liabilities are generally included on their balance sheets.  Their operating statements present sources and uses of available 
spendable financial resources during a given period.  These funds use fund balance as their measure of available 
spendable financial resources at the end of the period. 
 

 The government-wide financial statements and proprietary funds utilize an economic resources measurement focus. The 
accounting objectives of this measurement focus are the determination of operating income, changes in net position (or 
cost recovery), financial position, and cash flows. All assets, deferred outflows, liabilities, and deferred inflows (whether 
current or noncurrent) associated with their activities are reported.  Proprietary fund equity is classified as net position. 

 
Basis of Accounting 
 
In the government-wide Statement of Net Position and Statement of Activities, both governmental and business-like activities are 
presented using the “accrual basis” of accounting.  Under the accrual basis of accounting, revenues are recognized when earned 
and expenses are recorded when the liability is incurred or economic asset used.  Revenues, expenses, gains, losses, assets,  
liabilities, and deferred outflows/inflows resulting from exchange and exchange-like transactions are recognized when the 
exchange takes place. 
 
In the fund financial statements, governmental funds are presented on the “modified accrual” basis of accounting.  Under this 
modified accrual basis of accounting, revenues are recognized when “measurable and available.”  Measurable means knowing or 
being able to reasonable estimate the amount.  Available means collectible within the current period or within sixty days after year 
end.  Expenditures (including capital outlay) are recorded when the related fund liability is incurred, except for general obligation 
bond principal and interest which are reported when due. 
 
All proprietary funds utilize the accrual basis of accounting.  
 
1.D. USE OF ESTIMATES 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of 
America requires management to make estimates and assumptions that affect the reported amounts of assets, deferred outflows, 
liabilities, and deferred inflows, and disclosure of contingent assets, liabilities, and deferred outflows/inflows at the date of the 
financial statements. Estimates also affect reported amounts of revenues and expenses during the reporting period.  Actual results 
could differ from those estimates. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
1.E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND EQUITY 
 
Cash, Cash Equivalents, and Investments 
 
For purposes of the Statement of Net Position, “cash, cash equivalents, and investments” includes all demand, savings, and money 
market accounts for the City.  For the purpose of the proprietary fund Statement of Cash Flows, “cash and cash equivalents” 
include all demand, savings, money market accounts, and certificates of deposit. 
 
See Note 3.A. for additional information related to cash and cash equivalents. 
 
Interfund Receivables and Payables 
 
During the course of operations, transactions occur between individual funds that may result in amounts owed between funds. 
Those related to good and services type transactions are classified as “due to and from other funds.”  Short-term interfund loans are 
reported as “due to and from other funds.”  Long-term interfund loans are reported as “advances from and to other funds.”  
Interfund receivables and payables between funds within governmental activities, as well as interfund receivables and payables 
between funds within business-type activities, are eliminated in the Statement of Net Position.  See Note 3.E. for details of 
interfund transactions, including receivables and payables at year-end.   
 
Prepaids 
 
Prepaids represent expenditures/expenses paid during the current year to be recognized in future periods. 
 
Inventory 
 
The Liquor Fund carries inventory that consists of items held for resale.  Inventory is recognized on the first in, first out (FIFO) 
method.   
 
Receivables 
 
In the government-wide statements, receivables consist of all revenues earned at year-end and not yet received.  Allowances for 
uncollectible accounts receivable are based upon historical trends and the periodic aging of accounts receivable and not deemed 
necessary at year end.  Major receivable balances for the governmental activities include taxes, special assessments, loans, and 
charges for services.  Business-type activities report utility charges as their major receivables. 
 
In the fund financial statements, material receivables in governmental funds include revenue accruals such as taxes, assessments, 
other intergovernmental revenues, loans, fines, and charges for services since they are usually both measurable and available.  
Nonexchange transactions collectible but not available are deferred in the fund financial statements in accordance with modified 
accrual basis, but not deferred in the government-wide financial statements in accordance with the accrual basis.  Interest and 
investment earnings are recorded when earned only if paid within 60 days since they would be considered both measurable and 
available. Proprietary fund material receivables consist of all revenues earned at year-end and not yet received.  Utility accounts 
receivable compose the majority of proprietary fund receivables.  Allowance for uncollectible accounts receivable are based upon 
historical trends and the periodic aging of accounts receivable.  No allowances are deemed necessary at year end. 
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NOTE 1  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
1.E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND EQUITY (Continued) 
 
Capital Assets 
 
The accounting treatment over property, plant, and equipment (capital assets) depends on whether the assets are used in 
governmental or proprietary fund operations and whether they are reported in the government-wide or fund financial statements. 
 
Capital assets are defined by the City as assets with an initial, individual cost of more than $1,000 and must have an estimated 
useful life in excess of one year. 
 
The range of estimated useful lives by type of asset is as follows: 
 
 Land Not Depreciated 
 Lift Stations 50 years 
 Sanitary Sewer Mains 40 years 
 Water Mains 40 years 
 Storm Sewer Mains  40 years 
 Buildings 40 years 
 Concrete Curb and Gutter 30 years 
 Sidewalks 30 years 
 Wells and Pump Houses 25 years 
 Water Meters 20 years 
 Fire Trucks 20 years 
 Office Equipment 10 years 
 Machinery, Equipment, Radios, Phones 10 years 
 Computer Equipment/Software 5 years 
 Vehicles 5 years 
 
Government-wide Statements 
In the government-wide financial statements, capital outlay expenditures are accounted for as capital assets.  All capital assets are 
valued at historical cost or estimated historical cost if actual is unavailable, except for donated capital assets which are recorded at 
their estimated fair value at the date of donation.   
 
Depreciation of all exhaustible capital assets is recorded as an allocated expense in the Statement of Activities, with accumulated 
depreciation reflected in the Statement of Net Position.  Depreciation is provided over the assets’ estimated useful lives using the 
straight-line method of depreciation.   
 
Fund Financial Statements 
In the fund financial statements, capital assets used in governmental fund operations are accounted for as capital outlay 
expenditures of the governmental fund upon acquisition.  Capital assets used in proprietary fund operations are accounted for the 
same as in the government-wide statements. 
 
Compensated Absences 
 
It is the City’s policy to permit employees to accumulate a limited amount of earned but unused vacation, sick, and compensatory 
time. All vacation, sick, and compensatory pay are accrued when incurred in the government-wide and proprietary fund financial 
statements.   
 
A liability for these amounts is reported in governmental funds only if they have matured, for example, as the result of an 
employee’s resignation or retirement.  In the event a liability is recorded in the governmental funds, General Fund resources would 
be used to liquidate the compensated absences. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
1.E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND EQUITY (Continued) 
 
Long-Term Debt 
 
The accounting treatment of long-term debt depends on whether the assets are used in governmental fund operations or proprietary 
fund operations and whether they are reported in the government-wide or fund financial statements. 
 
All long-term debt to be repaid from governmental and business-type resources are reported as liabilities in the government-wide 
statements.  The long-term debt consists primarily of bonds payable. 
 
Long-term debt for governmental funds is not reported as liabilities in the fund financial statements. The debt proceeds are 
reported as other financing sources and payment of principal and interest are reported as expenditures.  The accounting for 
proprietary funds is the same in the fund statements as it is in the government-wide statements. 
 
Net Pension Asset/Liability 
 
Lonsdale Fireman’s Relief Association 
The net pension asset represents the Lonsdale Fireman’s Relief Association’s net pension asset as of the most recent actuarial 
valuation date. The net pension liability represents the City’s allocation of its pro-rata share of the net pension liabilities of the 
Statewide pension plans administered by the Public Employees Retirement Administration.  
 
PERA 
For purposes of measuring the net pension liability, deferred outflows/inflows of resources, and pension expense, information 
about the fiduciary net position of the Public Employees Retirement Association (PERA) and additions to/deductions from 
PERA’s fiduciary net position have been determined on the same basis as they are reported by PERA except that PERA’s fiscal 
year end is June 30.  For this purpose, plan contributions are recognized as of employer payroll paid dates and benefit payments 
and refunds are recognized when due and payable in accordance with the benefit terms.  Investments are reported at fair value. 
 
Deferred Outflows/Inflows of Resources 
 
In addition to assets, the Statements of Net Position report a separate section for deferred outflows of resources. This element 
represents a consumption of net position that applies to future periods and so will not be recognized as an outflow of resources 
(expense) until then. The City reports deferred outflows of resources in the government-wide and proprietary fund Statements of 
Net Position in relation to the activity of the pension funds in which City employees participate.  
 
In addition to liabilities, the Statements of Net Position and Balance Sheet report a separate section for deferred inflows of 
resources. This element represents an acquisition of net position that applies to future periods and therefore will not be recognized 
as an inflow of resources (revenue) until that time. The City reports unavailable revenues as deferred inflows of resources.  
Unavailable revenues consist of property taxes and special assessments.  Accordingly, these amounts are deferred and recognized 
as inflows of resources in the period that they become available. Because this type of unavailable revenue is only reported under a 
modified accrual basis of accounting, these deferred inflows of resources are only reported in the governmental funds Balance 
Sheet. In addition, the City reports deferred inflows of resources in the government-wide and proprietary fund Statements of Net 
Position in relation to the activity of pension funds in which City employees participate. Accordingly, such amounts are deferred 
and recognized as inflows of resources in the period that they become available. 
 
See Note 4 for additional information pertaining to the deferred outflows and deferred inflows recorded to account for pension 
activities.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
1.E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND EQUITY (Continued) 
 
Equity Classifications 
 
Government-wide Statements 
Equity is classified as net position and displayed in three components: 
 

Net investment in capital assets – Consists of capital assets including restricted capital assets, net of accumulated 
depreciation and reduced by the outstanding balances of any bonds, mortgages, notes or other borrowings that are 
attributable to the acquisition, construction, or improvement of those assets. 
 
Restricted – The portion of net position for which use is constrained by 1) external groups such as creditors, grantors, 
contributors, or laws or regulations of other governments; or 2) law through constitutional provisions or enabling 
legislation. 

 
Unrestricted – Remaining balance of net position that does not meet the definition of “restricted” or “net investment in 
capital assets.”  Unrestricted net position is further split between designated and undesignated.   

 
It is the City’s policy to consider restricted net position to its depletion before unrestricted net position is applied. 
 
Fund Statements 
Governmental Fund Financial Statements – In the fund financial statements, governmental funds report fund balances as either 
nonspendable, restricted, committed, assigned, or unassigned.  When the City incurs an expenditure for which it may use either 
restricted or unrestricted fund balances, it uses restricted fund balances first unless unrestricted fund balances will have to be 
returned because they were not used.  When the City incurs an expenditure for purposes for which amounts in any unrestricted 
fund balance classification could be used, it uses fund balances in the following order:  Committed, assigned, unassigned. 
 

Nonspendable – Includes amounts that cannot be spent because they are either not in spendable form, or legally or 
contractually required to be maintained intact.  The nonspendable fund balances at December 31, 2017 consist of prepaid 
expenditures and loans receivable. 
 
Restricted – That portion of fund balance which is not available for appropriation or which has been legally segregated for a 
specific purpose.  

 
Committed – Amounts that can only be used for specific purposes pursuant to constraints imposed by formal action 
(resolution) of the City Council, which is the highest level of decision making authority.  Committed amounts cannot be used 
for any other purpose unless the City Council modifies or rescinds the commitment by resolution.   
 
Assigned – Amounts that are constrained by the City’s intent to be used for specific purposes, but are neither restricted nor 
committed.   
 
Unassigned – This classification represents fund balance that has not been assigned to other funds and that has not been 
restricted, committed, or assigned to specific purposes within the general fund.  The City strives to maintain a minimum 
unassigned general fund balance equal to approximately five months or 42% of the prior year’s expenditures. 

 
See Note 3.F. for additional disclosures. 
 
Proprietary Fund Financial Statements – Proprietary fund equity is classified the same as in the government-wide statements, as 
described above.   
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
1.F. REVENUES, EXPENDITURES, AND EXPENSES 
 
Property Tax 
 
Under state law, municipalities are limited in their ability to levy a property tax.  The City levies its property tax for the subsequent 
year during the month of December.  Rice County is the collecting agency for the levy and remits the collections to the City.  In the 
fund financial statements, property taxes are recorded as revenue in the period levied to the extent they are collected within 60 
days of year-end.   
 
November 30th is the last day the City can certify a tax levy to the County for collection the following year.  The County creates the 
tax list for all taxable property in the City and applies the applicable tax rate to the tax capacity of individual properties to arrive at 
the actual tax for each property.  The County also collects all special assessments, except for certain prepayments paid directly to 
the City.  The County collects all taxes and assessments, except as noted above.  The County mails copies of all real estate and 
personal property tax statements.  Each year, property owners are required to pay one half of their real estate taxes by May 15 and 
the balance by October 15.  Penalties and interest are assessed to property owners who do not pay their property taxes and special 
assessments by the due dates. 
 
Delinquent taxes receivable include the past six years’ uncollected taxes.  Delinquent taxes have been offset by deferred inflows of 
resources for taxes not received within 60 days after year end in the fund financial statements. 
 
Operating Revenues and Expenses 
 
Operating revenues and expenses for proprietary funds are those that result from providing services and producing and delivering 
goods and/or services.  It also includes all revenue and expenses not related to capital and related to financing, noncapital 
financing, or investing activities. 
 
Expenditures/Expenses 
 
In the government-wide financial statements, expenses are classified by function for both governmental and business-type 
activities. 
 
In the fund financial statements, expenditures are classified as follows: 
 
 Governmental Funds - By Character Current (further classified by Function) 
  Capital Outlay 
  Debt Service 
 
 Proprietary Fund - By Operating and Nonoperating 
 
In the fund financial statements, governmental funds report expenditures of financial resources.  Proprietary funds report expenses 
relating to use of economic resources. 
 
Interfund Transfers 
 
Permanent reallocation of resources between funds of the reporting entity are classified as interfund transfers.  For the purpose of 
the Statement of Activities, all interfund transfers between individual governmental funds, as well as all interfund transfers between 
individual proprietary funds, have been eliminated.  See additional information at Note 3.E. 
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NOTE 2 STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY  
 
2.A. FUND ACCOUNTING REQUIREMENTS AND DEPOSITS AND INVESTMENTS LAWS AND REGULATIONS 
 
By its nature as a local government unit, the City is subject to various federal, state, and local laws and contractual regulations. The 
City complies with all state and local laws and regulations requiring the use of separate funds. 
 
In accordance with state law, all uninsured deposits of municipal funds in financial institutions must be secured with acceptable 
collateral at market value.  Minnesota Statutes require that all deposits with financial institutions be collateralized in an amount 
equal to 110% of deposits in excess of FDIC or FSLIC insurance (100% if collateral pledged is irrevocable standby letters of 
credit issued by the Federal Home Loan Bank).  The City complies with such laws. 
 
2.B. BUDGETARY INFORMATION 
 
Annual budgets are adopted on a basis consistent with accounting principles generally accepted in the United States of America for 
the General Fund and major special revenue funds.  All annual appropriations lapse at fiscal year-end.  The City does not use 
encumbrance accounting. 
 
Prior to August of each year, all departments of the City submit requests for appropriations to the City Administrator so that a 
budget may be prepared for the following year.  Public hearings are conducted to allow for taxpayer comments, and the proposed 
budget is then reviewed and approved by the Council.   
 
The appropriated budget is prepared by fund, function and department.  The City’s department heads may make transfers of 
appropriations within a department.  Transfers of appropriations between departments require the approval of the Council.  The 
legal level of budgetary control (i.e., the level at which expenditures may not legally exceed appropriations) is the department 
level.  Budgeted amounts are as originally adopted, or as amended by the Council.  See original and final General Fund budget 
presented as Required Supplementary Information. 
 
Actual General Fund expenditures exceeded budgeted amounts by $188,152 for the year ended December 31, 2017. 
 
2.C.  DEFICIT FUND EQUITY 
 
Deficit fund balance in individual funds at December 31, 2017 consists of the following: 
 

Fund
Deficit

Major Debt Service
Idaho Street Debt Fund 154,463$         

Fund

 
 
This fund deficit is expected to be financed by future collections of taxes and assessments or transfers from other funds. 



CITY OF LONSDALE, MINNESOTA 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

DECEMBER 31, 2017 
 
 

23 

NOTE 3  DETAIL NOTES ON TRANSACTION CLASSES/ACCOUNTS 
 
The following notes present detail information to support the amounts reported in the basic financial statements for its various 
assets, liabilities, deferred outflows/inflows of resources, equity, revenues, and expenditures/expenses. 
 
3.A. CASH, CASH EQUIVALENTS, AND INVESTMENTS 
 
Deposits 
 
In accordance with applicable Minnesota Statutes, the City maintains deposits at depository banks authorized by the City Council. 
Minnesota Statutes require that all City deposits be protected by insurance, surety bond, or collateral.  The market value of 
collateral pledged must equal 110 percent of the deposits not covered by insurance or bonds (100% if collateral pledged is 
irrevocable standby letters of credit issued by the Federal Home Loan Bank). Authorized collateral in lieu of a corporate surety 
bond includes: 
 

 United States government Treasury bills, Treasury notes, Treasury bonds; 
 

 Issues of United States government agencies and instrumentalities as quoted by a recognized industry quotation service  
 available to the government entity; 
 

 A general obligation of a state or local government, with taxing powers, rated “A” or better; 
 

 A revenue obligation of a state or local government, with taxing powers, rated “AA” or better; 
 

 Unrated general obligation securities of a local government, with taxing powers, pledged as collateral against funds  
 deposited by that same local government entity; 
 
 Irrevocable standby letter of credit issued by a Federal Home Loan Bank accompanied by written evidence that the  

 Federal Home Loan Bank’s public debt is rated “AA” or better by Moody’s or Standard and Poor’s; or 
 
 Time deposits insured by any federal agency. 

 
Minnesota Statutes require that all collateral shall be placed in safekeeping in a restricted account at a Federal Reserve Bank, or in 
an account at a trust department of a commercial bank or other financial institution that is not owned or controlled by the financial 
institution furnishing the collateral. 
 
At December 31, 2017, the City’s deposits, including certificates of deposit, were not exposed to custodial credit risk. The City’s 
deposits were sufficiently covered by federal depository insurance or by collateral held by the government’s agent in the 
government’s name. 



CITY OF LONSDALE, MINNESOTA 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

DECEMBER 31, 2017 
 
 

24 

NOTE 3  DETAIL NOTES ON TRANSACTION CLASSES/ACCOUNTS (Continued) 
 
3.A. CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued) 
 
Investments 
 
The City may also invest idle funds as authorized by Minnesota Statutes as follows: direct obligations guaranteed by the United 
States or its agencies; shares of investment companies registered under the Federal Investment Company Act of 1940 that received 
the highest credit rating, are rated in one of the two highest rating categories by a statistical rating agency, and all of the 
investments have a final maturity of 13 months or less; general obligations rated “A” or better; revenue obligations rated “AA” or 
better; general obligations of the Minnesota Housing Finance Agency rated “A” or better; bankers’ acceptances of United States 
banks eligible for purchase by the Federal Reserve System; commercial paper issued by United States corporations or their 
Canadian subsidiaries, rated of the highest quality category by at least two nationally recognized rating agencies, and maturing in 
270 days or less; Guaranteed Investment Contracts guaranteed by a  United States commercial bank, domestic branch of a foreign 
bank, or a United States insurance company, and with a credit quality in one of the top two highest categories; repurchase or 
reverse purchase agreements and securities lending agreements with financial institutions qualified as a “depository” by the 
government entity, with banks that are members of the Federal Reserve System with capitalization exceeding $10,000,000, a 
primary reporting dealer in U.S. government securities to the Federal Reserve Bank of New York, or certain Minnesota securities 
broker-dealers.  The City does not have any investment policies that would further limit investment choices. 
 
Investment balances at December 31, 2017 are as follows: 
 

S & P's
Interest Fair Credit Percent of

Deposit/Investment Rates Maturity Value Rating Total

State and Local Government Securities 0.56-0.94 <5 years 1,831,518$         NR 64.29       

U.S. Government Bonds and Securities 0.75-2.12 <5 years 901,051              Aaa 31.63       

Certificate of Deposit 1.40 <1 year 116,229              NR 4.08         

Totals 2,848,798$         100.00      
 
The investments of the City are subject to the following risks: 
 

 Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.  Ratings are 
provided by various credit rating agencies and where applicable, indicate associated credit risk.  Minnesota Statutes limit 
the City’s investments. 
  

 Custodial credit risk is the risk that in the event of a failure of the counterparty to a transaction, a government will not be 
able to recover the value of investment or collateral securities that are in the possession of an outside party.  The City 
does not have a formal investment policy to address custodial credit risk but typically limits its exposure by purchasing 
insured or registered investments. 

 
 Concentration of Credit Risk is the risk associated with the magnitude of the City’s investments (considered five percent 

or more) in the investments of a single issuer, excluding U.S. guaranteed investments (such as treasuries), investment 
pools, and mutual funds.  The City has no formal policy limiting the amounts that may be invested in any one issuer.  At 
December 31, 2017, the City’s concentration of credit risk is shown in the table above. 

 
 Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment. The City has 

no formal policy to address interest rate risk. 
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NOTE 3 DETAIL NOTES ON TRANSACTION CLASSES/ACCOUNTS (Continued) 
 
3.A. CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued) 
 
Investments (Continued) 
 
The City categorizes its fair value measurements within the fair value hierarchy established by the basis of the financial reporting 
provisions prescribed by the State of Minnesota’s Office of the State Auditor, which is a basis of accounting other than accounting 
principles generally accepted in the United States of America.  The hierarchy is based on the valuation inputs used to measure the 
fair value of the asset.  Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant other 
observable inputs; Level 3 inputs are significant unobservable inputs. 
 
The City has the following recurring fair value measurements as of December 31, 2017: 
 

 State and Local Government Securities of $1,831,518, U.S. Government Bonds of $901,051, and Certificates of Deposits 
of $116,229 are valued by using quoted market prices (level 1). 

 
Deposits and Investments Summary 
 
A reconciliation of cash and investments as shown on the Statements of Net Position for the City follows: 
 

Carrying Amount of Deposits 7,752,756$           
Investments 2,848,798             

Total 10,601,554$         

Government-wide Cash, Cash Equivalents and Investments 7,868,985$           
Government-wide Cash Held in Escrow 2,732,569             

Total 10,601,554$         
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NOTE 3 DETAIL NOTES ON TRANSACTION CLASSES/ACCOUNTS (Continued) 
 
3.B. CAPITAL ASSETS 
 
Capital asset activity for the year ended December 31, 2017 is as follows: 
 

Balance at
01/01/17 Balance at

(Restated) Additions Disposals Transfers 12/31/17
Governmental Activities:

Capital Assets not Being
Depreciated

Land 650,696$         28,619$           -$                     -$                     679,315$         
Construction In Progress 73,345             1,639,453        -                       -                       1,712,798        

Total Capital Assets not Being
Depreciated 724,041           1,668,072        -                       -                       2,392,113        

Capital Assets Being
Depreciated

Buildings and Improvements 1,775,201        2,150               -                       -                       1,777,351        
Infrastructure 12,912,043      174,171           -                       -                       13,086,214      
Equipment 1,874,374        58,692             (27,193)            20,214             1,926,087        
Vehicles 1,419,891        13,188             -                       13,186             1,446,265        

Total Capital Assets Being
Depreciated 17,981,509      248,201           (27,193)            33,400             18,235,917      

Less: Accumulated Depreciation
Buildings and Improvements (1,049,244)       (42,996)            -                       -                       (1,092,240)       
Infrastructure (3,147,313)       (473,154)          -                       -                       (3,620,467)       
Equipment (1,173,405)       (93,147)            19,928             -                       (1,246,624)       
Vehicles (1,027,832)       (65,610)            -                       -                       (1,093,442)       

Total Accumulated
Depreciation (6,397,794)       (674,907)          19,928             -                       (7,052,773)       

Total Capital Assets Being
Depreciated, Net 11,583,715      (426,706)          (7,265)              33,400             11,183,144      

Capital Assets, Net 12,307,756$    1,241,366$      (7,265)$            33,400$           13,575,257$     
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NOTE 3 DETAIL NOTES ON TRANSACTION CLASSES/ACCOUNTS (Continued) 
 
3.B. CAPITAL ASSETS (Continued) 
 

Balance at
01/01/17 Balance at

(Restated) Additions Disposals Transfers 12/31/17
Business-Type Activities:

Capital Assets not Being
Depreciated

Land 352,081$        -$                    -$                    -$                    352,081$        
Construction In Progress 26,499            797,769          -                      -                      824,268          

Total Capital Assets not Being
Depreciated 378,580          797,769          -                      -                      1,176,349       

Capital Assets Being
Depreciated

Buildings and Improvements 831,238          -                      -                      -                      831,238          
Infrastructure 10,954,826     -                      -                      -                      10,954,826     
Machinery and Equipment 427,632          28,604            (4,858)            (20,214)          431,164          
Vehicles 90,146            13,186            -                      (13,186)          90,146            

Total Capital Assets Being
Depreciated 12,303,842     41,790            (4,858)            (33,400)          12,307,374     

Less: Accumulated Depreciation
Buildings and Improvements (193,621)         (20,781)          -                      -                      (214,402)         
Infrastructure (3,412,195)      (293,781)        -                      -                      (3,705,976)      
Machinery and Equipment (295,476)         (30,368)          2,835              -                      (323,009)         
Vehicles (69,863)           (7,220)            -                      -                      (77,083)           

Total Accumulated
Depreciation (3,971,155)      (352,150)        2,835              -                      (4,320,470)      

Total Capital Assets Being
Depreciated, Net 8,332,687       (310,360)        (2,023)            (33,400)          7,986,904       

Capital Assets, Net 8,711,267$     487,409$        (2,023)$          (33,400)$        9,163,253$     

Depreciation is charged to governmental activites as follows:

General Government 170,985$        
Public Safety 86,646            
Public Works 344,478          
Parks and Recreation 72,798            

Total Depreciation Expense 674,907$         
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NOTE 3 DETAIL NOTES ON TRANSACTION CLASSES/ACCOUNTS (Continued) 
 
3.C. LOANS RECEIVABLE 
 
The City uses revolving loans for economic development purposes.  Additionally, the City provides grants for economic 
development in the form of loans that are forgiven over a defined period of time, provided the recipient maintains compliance with 
the terms of the loan agreement. The City has the following loans receivable as of December 31, 2017: 
 

Principal 
Interest Balance 

Rate December 31, 2017

Lonsdale Hardware & Rental 4.00% 17,031$                   
Whittney Land Holding Co. 2.00% 53,139                     
Lonsdale Hardware & Rental 0.00% 26,217                     
Taste of Lonsdale 2.00% 38,893                     
  Total Traditional Loans 135,280                   
Forgiveable Loans 63,334                     

  Total Loans Receivable 198,614$                  
 
3.D. NONCURRENT LIABILITIES 
 
The reporting entity’s long-term debt is segregated between the amounts to be repaid from governmental activities and amounts to 
be repaid from business-type activities.  All bonds set forth below are direct obligations of the City and pledge the full faith and 
credit of the City. 
 
Debt Detail 
 
As of December 31, 2017, the long-term debt of the financial reporting entity consists of the following: 
 
Governmental Activities 

Issue Original Annual Principal Interest Maturity Remaining
Date Amount Payment Rate(s) Date Amount
07/09 940,000$              $5,000 - $105,000 5.25 - 6.80% 02/36 920,000$              
08/12 1,385,000             $70,000 - $110,000 2.00 - 2.60% 02/28 1,060,000             
03/13 885,000                $215,000 - $225,000 1.50% 02/18 225,000                
09/13 2,735,000             $130,000 - $225,000 2.00 - 4.00% 02/29 2,280,000             
07/15 1,335,000             $80,000 - $100,000 2.00 - 3.50% 02/31 1,255,000             
05/16 1,625,000             $100,000 - $125,000 0.77 - 3.00% 06/31 1,525,000             
10/16 1,835,000             $190,000 - $220,000 2.00% 02/29 1,835,000             
10/16 1,000,000             $40,000 - $105,000 2.10 - 3.32% 02/36 1,000,000             
07/17 960,000                $55,000 - $75,000 2.00 - 3.00% 02/33 960,000                

Total Governmental Activities Bonds Payable 11,060,000           
Bonds Due Within One Year 665,000                

Bonds Due After One Year 10,395,000$         

General Obligation Bonds
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NOTE 3 DETAIL NOTES ON TRANSACTION CLASSES/ACCOUNTS (Continued) 
 
3.D. NONCURRENT LIABILITIES (Continued) 
 
Debt Detail (Continued) 
 
Business-Type Activities 

Issue Original Annual Principal Interest Maturity Remaining
Date Amount Payment Rate(s) Date Amount
11/03 6,644,792$           $240,000 - $430,000 2.34% 08/23 2,436,791$           
10/11 1,210,591             $5,400 - $77,000 1.76% 08/30 907,000                
07/17 1,275,000             $110,000 - $140,000 2.00 - 3.00% 02/32 1,275,000             

Total Business-Type Activities Bonds Payable 4,618,791             
Bonds Due Within One Year 566,000                

Bonds Due After One Year 4,052,791$           

General Obligation Bonds

 
 
On October 1, 2016, the City issued $1,835,000 General Obligation Crossover Refunding Bonds, Series 2016B, with an interest 
rate of 2.00% to refund the 2013 General Obligation Improvement Bonds, Series 2013B. The net proceeds of the bond amount to 
$1,840,884 and were placed in an escrow account to pay off the 2013 bond in fiscal year 2020 and interest on the 2016 bond until 
2020. The refunding reduced the total debt service payments over the next eleven years by $101,132. The result is an economic 
gain (difference between the present values of the debt service payment and the old and new debt) of $89,848. 
 
On October 12, 2016, the City issued $1,000,000 General Obligation Taxable Tax Increment Refunding Bonds, Series 2016C, 
with an interest rate of 2.10-3.32% to refund the 2009 General Obligation Taxable Tax Increment Bonds, Series 2009A. The net 
proceeds of the bond amount to $947,022 and were placed in an escrow account to pay off the 2009 bond in fiscal year 2021 and 
interest on the 2016 bond until 2021. The refunding resulted in an economic gain (difference between the present values of the 
debt service payment and the old and new debt) of $90,826. 
 
Changes in Noncurrent Liabilities 
 
The following is a summary of changes in noncurrent liabilities for the year ended December 31, 2017: 
 

Amounts Due
Balance Balance Within

Type of Debt 01/01/17 Additions Deductions 12/31/17 One Year
Governmental Activities:

Bonds 11,205,000$   960,000$        (1,105,000)$    11,060,000$   665,000$        
Unamortized Bond Premium 118,768          32,433            (10,883)           140,318          -                      
Compensated Absences 40,413            78,847            (67,913)           51,347            -                      
Net Pension Liability 1,518,890       (706,748)         -                      812,142          -                      

Total 12,883,071$   364,532$        (1,183,796)$    12,063,807$   665,000$        

Business-Type Activities:
Bonds 3,842,791$     1,275,000$     (499,000)$       4,618,791$     566,000$        
Unamortized Bond Premium -                      53,336            (5,117)             48,219            -                      
Compensated Absences 6,134              40,978            (11,062)           36,050            -                      
Net Pension Liability 442,505          (89,190)           -                      353,315          -                      

Total 4,291,430$     1,280,124$     (515,179)$       5,056,375$     566,000$        
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NOTE 3 DETAIL NOTES ON TRANSACTION CLASSES/ACCOUNTS (Continued) 
 
3.D. NONCURRENT LIABILITIES (Continued) 
 
Changes in Noncurrent Liabilities (Continued) 
 
Governmental activity debt is typically funded through Debt Service Funds.  Business-Type activity debt is typically funded 
through the Water and Sewer Funds.   Compensated absences and net pension liability are funded through the funds to which the 
respective employees’ wages are allocated. 
 
Annual Debt Service Requirements 
 
At December 31, 2017, the estimated annual debt service requirements to maturity, including principal and interest, and excluding 
accrued severance and net pension liability are as follows: 
 

Years Ending
December 31, Principal Interest Total

2018 665,000$              316,172$              981,172$              
2019 515,000                304,258                819,258                
2020 520,000                293,684                813,684                
2021 715,000                279,879                994,879                
2022 770,000                262,471                1,032,471             

2023-2027 4,230,000             982,350                5,212,350             
2028-2032 2,890,000             376,244                3,266,244             
2033-2036 755,000                65,395                  820,395                

Totals 11,060,000$         2,880,453$           13,940,453$         

Governmental Activities

 
Years Ending
December 31, Principal Interest Total

2018 566,000$              105,963$              671,963$              
2019 561,000                91,929                  652,929                
2020 581,000                79,433                  660,433                
2021 592,000                66,608                  658,608                
2022 607,000                53,482                  660,482                

2023-2027 1,408,791             108,710                1,517,501             
2028-2032 303,000                13,667                  316,667                

Totals 4,618,791$           519,792$              5,138,583$           

Business-Type Activities

 
 
Interest expense totals $401,002 in the Statement of Activities (included in Debt Service, Water, and Sewer lines). Interest 
expenditures total $310,730 for the Statement of Revenues, Expenditures and Changes in Fund Balances – Governmental Funds 
(included in the line Interest and Other Charges) and $93,745 in the Statement of Revenues, Expenses, and Changes in Net 
Position – Proprietary Funds (included in the line Interest and Other Charges).    
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NOTE 3 DETAIL NOTES ON TRANSACTION CLASSES/ACCOUNTS (Continued) 
 
3.E. INTERFUND TRANSACTIONS AND BALANCES 
 
Operating transfers consist of the following for the year ended December 31, 2017: 
 

Transfers Business Area 5
Out Park Debt Capital Project Governmental Total

Water 326,382$       24,049$         289,466$         12,867$                326,382$       
Sewer 58,768           24,049           33,456             1,263                    58,768           

Total 385,150$       48,098$         322,922$         14,130$                385,150$       

Major Funds
Transfers In

Major Funds

Nonmajor Funds

 
 
Transfers are used to (a) move revenues from the fund that statute or budget requires to collect them to the fund that statute or 
budget require to expend them and to (b) use unrestricted revenues collected in the General Fund to finance various programs 
accounted for in other funds in accordance with budgetary authorizations. 
 
The interfund balances are as follows: 
 

Due To Fund Due From Fund Amount
Sewer Fund Liquor Fund 49,200$           

Due To Fund Due From Fund
General Business Park Debt Fund 962,405           
General Idaho Street Debt Fund 158,090           
General 8th Ave NW Debt Service Fund 70                    

Total Interfund Balances 1,169,765$      

Eliminate negative cash

Eliminate negative cash

Long-Term Advances

Short-Term Operating Balances

Reason
Finance capital improvements

Eliminate negative cash

 
 
Interfund balances are to be repaid as cash flows become available.   
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NOTE 3 DETAIL NOTES ON TRANSACTION CLASSES/ACCOUNTS (Continued) 
 
3.F. FUND EQUITY 
 
At December 31, 2017, governmental fund equity consists of the following:   
 

General Fund
Nonspendable - Prepaids 47,742$                
Assigned for Police 524                       
Assigned for Library 124,787                
Assigned for Parks & Recreation 47,922                  
Assigned for Roads & Bridges 3,681                    
Assigned for Fire Department 706,877                
Unassigned 1,367,132             

Total General Fund Balance 2,298,665$           

Idaho Street Debt Fund
Unassigned (154,463)$            

Business Park Debt Fund
Restricted for Debt Service 1,831,518$           
Unassigned (963,516)              

Total Business Park Debt Fund Balance 868,002$              

Area 5 Capital Project Fund
Restricted for Capital Projects 723,100$              

Nonmajor Governmental Funds
Nonspendable for Economic Development 198,635                
Restricted for Economic Development 54,881                  
Restricted for Debt Service 1,184,172             

Total Nonmajor Governmental Funds Balance 1,437,688$           

 
 
NOTE 4 OTHER NOTES 
 
4.A. DEFINED BENEFIT PENSION PLANS - STATEWIDE  
 
Plan Description 
 
The City participates in the following cost-sharing multiple-employer defined benefit pension plans administered by the Public 
Employees Retirement Association of Minnesota (PERA).  PERA’s defined benefit pension plans are established and administered 
in accordance with Minnesota Statutes Chapters 353 and 356.  PERA’s defined benefit pension plans are tax qualified plans under 
Section 401 (a) of the Internal Revenue Code. 
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NOTE 4 OTHER NOTES (Continued) 
 
4.A. DEFINED BENEFIT PENSION PLANS - STATEWIDE (Continued) 
 
Plan Description (Continued) 
 
General Employees Retirement Plan (General Employees Plan (accounted for in the General Employees Fund)) 
 
All full-time and certain part-time employees of the City are covered by the General Employees Plan.  General Employees Plan 
members belong to either the Coordinated Plan or the Basic Plan.  Coordinated Plan members are covered by Social Security and 
Basic Plan members are not.  The Basic Plan was closed to new members in 1967.  All new members must participate in the 
Coordinated Plan. 
 
Public Employees Police and Fire Plan (Police and Fire Plan (accounted for in the Police and Fire Fund)) 
 
The Police and Fire Plan, originally established for police officers and firefighters not covered by a local relief association, now 
covers all police officers and firefighters hired since 1980.  Effective July 1, 1999 the Police and Fire Plan also covers police 
officers and firefighters belonging to local relief associations that elected to merge with and transfer assets and administration to 
PERA. 
 
Benefits Provided 
 
PERA provides retirement, disability, and death benefits.  Benefit provisions are established by State Statute and can only be 
modified by the State Legislature. 
 
Benefit increases are provided to benefit recipients each January.  Increases are related to the funding ratio of the plan.  Members 
in plans that are at least 90 percent funded for two consecutive years are given 2.5 percent increases.  Members in plans that have 
not exceeded 90 percent funded, or have fallen below 80 percent, are given one percent increases. 
 
The benefit provisions stated in the following paragraphs of this section are current provisions and apply to active plan 
participants. Vested, terminated employees who are entitled to benefits but are not receiving them yet are bound by the provisions 
in effect at the time they last terminated their public service. 
 
General Employees Plan Benefits 
 
General Employees Plan benefits are based on a member’s highest average salary for any five successive years of allowable 
service, age, and years of credit at termination of service.  Two methods are used to compute benefits for PERA's Coordinated and 
Basic Plan members.  The retiring member receives the higher of a step-rate benefit accrual formula (Method 1) or a level accrual 
formula (Method 2).  Under Method 1, the annuity accrual rate for a Basic Plan member is 2.2 percent of average salary for each 
of the first ten years of service and 2.7 percent for each remaining year.  The annuity accrual rate for a Coordinated Plan member is 
1.2 percent of average salary for each of the first ten years and 1.7 percent for each remaining year.  Under Method 2, the annuity 
accrual rate is 2.7 percent of average salary for Basic Plan members and 1.7 percent for Coordinated Plan members for each year 
of service.  For members hired prior to July 1, 1989 a full annuity is available when age plus years of service equal 90 and normal 
retirement age is 65.  For members hired on or after July 1, 1989 normal retirement age is the age for unreduced Social Security 
benefits capped at 66. 
 
Police and Fire Plan Benefits 
 
Benefits for Police and Fire Plan members first hired after June 30, 2010 but before July 1, 2014 vest on a prorated basis from 50 
percent after five years up to 100 percent after ten years of credited service.  Benefits for Police and Fire Plan members first hired 
after June 30, 2014 vest on a prorated basis from 50 percent after ten years up to 100 percent after twenty years of credited service. 
The annuity accrual rate is 3 percent of average salary for each year of service.  For Police and Fire Plan members who were first 
hired prior to July 1, 1989 a full annuity is available when age plus years of service equal at least 90. 
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NOTE 4 OTHER NOTES (Continued) 
 
4.A. DEFINED BENEFIT PENSION PLANS - STATEWIDE (Continued) 
 
Contributions 
 
Minnesota Statutes Chapter 353 sets the rates for employer and employee contributions.  Contribution rates can only be modified 
by the State Legislature.  
 
General Employees Fund Contributions 
 
Basic Plan members and Coordinated Plan members were required to contribute 9.10 percent and 6.50 percent, respectively, of 
their annual covered salary in calendar year 2017. The City was required to contribute 11.78 percent of pay for Basic Plan 
members and 7.50 percent for Coordinated Plan members in calendar year 2017.  The City’s contributions to the General 
Employees Fund for the year ended December 31, 2017 total $59,387. The City’s contributions were equal to the required 
contributions as set by State Statute. 
 
Police and Fire Fund Contributions 
 
Plan members were required to contribute 10.8 percent of their annual covered salary in calendar year 2017.  The City was 
required to contribute 16.20 percent of pay for members in calendar year 2017.  The City’s contributions to the Police and Fire 
Fund for the year ended December 31, 2017 total $53,860.  The City’s contributions were equal to the required contributions as set 
by State Statute. 
 
Pension Costs 
 
General Employees Fund Pension Costs 
 
At December 31, 2017, the City reported a liability of $746,920 for its proportionate share of the General Employees Fund’s net 
pension liability.  The City of Lonsdale’s net pension liability reflected a reduction due to the State of Minnesota’s contribution of 
$6 million to the fund in 2017. The State of Minnesota is considered a non-employer contributing entity and the state’s 
contribution meets the definition of a special funding situation.  The State of Minnesota’s proportionate share of the net pension 
liability associated with the City totaled $9,379. The net pension liability was measured as of June 30, 2017 and the total pension 
liability used to calculate the net pension liability was determined by an actuarial valuation as of that date.  The City’s proportion 
of the net pension liability was based on the City’s contributions received by PERA during the measurement period for employer 
payroll paid dates from July 1, 2016, through June 30, 2017, relative to the total employer contributions received from all of 
PERA’s participating employers.  At June 30, 2017, the City’s proportionate share was 0.0117% which was a decrease of 0.0001% 
from its proportion measured as of June 30, 2016.  
 
For the year ended December 31, 2017, the City recognized pension expense of $28,607 for its proportionate share of the General 
Employees Plan’s pension expense.  In addition, the City recognized an additional $271 as pension expense (and grant revenue) 
for its proportionate share of the State of Minnesota’s contribution of $6 million to the General Employees Fund. 
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NOTE 4 OTHER NOTES (Continued) 
 
4.A. EMPLOYEE DEFINED BENEFIT PENSION PLANS - STATEWIDE (Continued) 
 
Pension Costs (Continued) 
 
At December 31, 2017, the City reported its proportionate share of the General Employees Plan’s deferred outflows of resources 
and deferred inflows of resources related to pensions from the following sources: 
 

Deferred Outflows of Deferred Inflows of 
Resources Resources

Differences between expected 
and actual economic experience 24,616$                          48,462$                          

Changes in Actuarial Assumption 125,065                          74,879                            
Difference between projected

 and actual investment earnings -                                      31,494                            
Changes in proportionate share -                                      32,896                            
Contributions paid to PERA subsequent

 to the measurement date 30,060                            -                                      

Total City Deferred Outflows/Inflows 179,741$                        187,731$                         
 
A total of $30,060 reported as deferred outflows of resources related to pensions resulting from City contributions subsequent to 
the measurement date will be recognized as a reduction of the net pension liability in the year ended December 31, 2018.  Other 
amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in pension expense as 
follows: 
 

Year ended 
December 31:  Pension Expense 

2018 (27,313)$                          
2019 36,849$                            
2020 (15,881)$                          
2021 (31,705)$                           

 
Police and Fire Fund Pension Costs 
 
At December 31, 2017, the City reported a liability of $418,537 for its proportionate share of the Police and Fire Fund’s net 
pension liability.  The net pension liability was measured as of June 30, 2017 and the total pension liability used to calculate the 
net pension liability was determined by an actuarial valuation as of that date.  The City’s proportion of the net pension liability was 
based on the City’s contributions received by PERA during the measurement period for employer payroll paid dates from July 1, 
2016, through June 30, 2017, relative to the total employer contributions received from all of PERA’s participating employers.  At 
June 30, 2017, the City’s proportion was 0.0310% which was an increase of 0.0060% from its proportion measured as of June 30, 
2016. The City also recognized $2,790 for the year ended December 31, 2017 as pension revenue and an offsetting reduction of 
net pension liability for its proportionate share of the State of Minnesota’s on-behalf contributions to the Police and Fire Fund.  
Legislation passed in 2013 required the State of Minnesota to begin contributing $9 million to the Police and Fire Fund each year, 
starting in fiscal year 2014. 
 
For the year ended December 31, 2017, the City recognized a reduction in expense of $13,670 for its proportionate share of the 
Police and Fire Plan’s pension expense. 
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NOTE 4 OTHER NOTES (Continued) 
 
4.A. EMPLOYEE DEFINED BENEFIT PENSION PLANS - STATEWIDE (Continued) 
 
Pension Costs (Continued) 
 
At December 31, 2017 the City reported its proportionate share of the Police and Fire Plan’s deferred outflows of resources and 
deferred inflows of resources related to pensions from the following sources: 
 

Deferred Outflows of Deferred Inflows of 
Resources Resources

Differences between expected 
and actual economic experience 9,785$                            90,235$                          

Changes in Actuarial Assumption 468,720                          594,218                          
Difference between projected

 and actual investment earnings -                                      54,377                            
Changes in proportionate share 200,659                          33,526                            
Contributions paid to PERA subsequent

 to the measurement date 24,747                            -                                      

Total City Deferred Outflows/Inflows 703,911$                        772,356$                         
 
A total of $24,747 reported as deferred outflows of resources related to pensions resulting from City contributions subsequent to 
the measurement date will be recognized as a reduction of the net pension liability in the year ended December 31, 2018.  Other 
amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in pension expense as 
follows: 
 

Year ended 
December 31:  Pension Expense 

2018 (12,063)$                          
2019 21,245$                            
2020 (4,702)$                            
2021 (20,886)$                          
2022 (76,786)$                           

 
Actuarial Assumptions  
 
The total pension liability in the June 30, 2017, actuarial valuation was determined using the following actuarial assumptions: 
 

Assumptions Rates 
Inflation 2.50% per year 
Active Member Payroll Growth 3.25% per year 
Investment Rate of Return 7.50% 

 
Salary increases were based on a service-related table.  Mortality rates for active members, retirees, survivors and disabilitants 
were based on RP 2014 tables for all plans for males or females, as appropriate, with slight adjustments to fit PERA’s experience. 
Cost of living benefit increases for retirees are assumed to be one percent per year for the General Employees Plan through 2044 
and Police and Fire Plan through 2064 and then 2.5 percent thereafter for both plans. 
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NOTE 4 OTHER NOTES (Continued) 
 
4.A. EMPLOYEE DEFINED BENEFIT PENSION PLANS - STATEWIDE (Continued) 
 
Actuarial Assumptions (Continued) 
 
Actuarial assumptions used in the June 30, 2017 valuation were based on the results of actuarial experience studies. The most 
recent four-year experience study in the General Employees Plan was completed in 2015.  The most recent five-year experience 
study for Police and Fire Plan was completed in 2016. 
 
The following changes in actuarial assumptions occurred in 2017: 
 
General Employees Fund 
 

 The Combined Service Annuity (CSA) loads were changed from 0.8 percent for active members and 60 percent for 
vested and non-vested deferred members.  The revised CSA loads are now 0.0 percent for active member liability, 15.0 
percent for vested deferred member liability and 3.0 percent for non-vested deferred member liability. 
 

 The assumed post-retirement benefit increase rate was changed from 1.0 percent per year for all years to 1.0 percent per 
year through 2044 and 2.5 percent per year thereafter. 
 

Police and Fire Fund 
 

 Assumed salary increases were changed as recommended in the June 30, 2016 experience study.  The net effect is 
proposed rates that average 0.34 percent lower than the previous rates. 
 

 Assumed rates of retirement were changed, resulting in fewer retirements. 
 

 The Combined Service Annuity (CSA) load was 30 percent for vested and non-vested deferred members.  The CSA has 
been changed to 33 percent for vested members and 2 percent for non-vested members. 
 

 The base mortality table for healthy annuitants was changed from the RP-2000 fully generational table to the RP-2014 
fully generational table (with a base year of 2006), with male rates adjusted by a factor of 0.96.  The mortality 
improvement scale was changed from Scale AA to Scale MP-2016.  The base mortality table for disabled annuitants was 
changed from the RP-2000 disabled mortality table to the mortality tables assumed for healthy retirees. 
 

 Assumed termination rates were decreased to 3.0 percent for the first three years of service.  Rates beyond the select 
period of three years were adjusted, resulting in more expected terminations overall. 
 

 Assumed percentage of married female members was decreased from 65 percent to 60 percent. 
 

 Assumed age difference was changed from separate assumptions for male members (wives assumed to be three years 
younger) and female members (husbands assumed to be four years older) to the assumption that males are two years older 
than females. 
 

 The assumed percentage of female members electing Joint and Survivor annuities was increased. 
 

 The assumed post-retirement benefit increase rate was changed from 1.00 percent for all years to 1.00 percent per year 
through 2064 and 2.50 percent thereafter. 
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NOTE 4 OTHER NOTES (Continued) 
 
4.A. EMPLOYEE DEFINED BENEFIT PENSION PLANS - STATEWIDE (Continued) 
 
Actuarial Assumptions (Continued) 
 
The State Board of Investment, which manages the investments of PERA, prepares an analysis of the reasonableness on a regular 
basis of the long-term expected rate of return using a building-block method in which best-estimate ranges of expected future rates 
of return are developed for each major asset class.  These ranges are combined to produce an expected long-term rate of return by 
weighting the expected future rates of return by the target asset allocation percentages.  The target allocation and best estimates of 
geometric real rates of return for each major asset class are summarized in the following table: 
 

Long-Term Expected  
Real Rate of Return Asset Class Target Allocation 

Domestic Stocks 39% 5.10% 
International Stocks 19% 5.30% 
Bonds 20% 0.75% 
Alternative Assets 20% 5.90% 
Cash 2%  0.00% 
   Total  100%   

 
Discount Rate 
 
The discount rate used to measure the total pension liability in 2017 was 7.50%.  The projection of cash flows used to determine 
the discount rate assumed that contributions from plan members and employers will be made at rates set in Minnesota Statutes. 
Based on these assumptions, the fiduciary net positions of the General Employees Fund and the Police and Fire Fund was 
projected to be available to make all projected future benefit payments of current plan members.  Therefore, the long-term 
expected rate of return on pension plan investments was applied to all periods of projected benefit payments to determine the total 
pension liability. 
 
Pension Liability Sensitivity 
 
The following presents the City’s proportionate share of the net pension liability for all plans it participates in, calculated using the 
discount rate disclosed in the preceding paragraph, as well as what the City’s proportionate share of the net pension liability would 
be if it were calculated using a discount rate one percentage point lower or one percentage point higher than the current discount 
rate: 
 

1% Increase in Discount Rate 8.50% 409,944$              8.50% 113,337$              
Current Discount Rate 7.50% 746,920$              7.50% 418,537$              
1% Decrease in Discount Rate 6.50% 1,158,529$           6.50% 788,227$              

Sensitivity of Net Pension Liability at Current Single Discount Rate
General Employees Fund Police and Fire Fund

 
 
Pension Plan Fiduciary Net Position 
 
Detailed information about each pension plan’s fiduciary net position is available in a separately-issued PERA financial report that 
includes financial statements and required supplementary information.  That report may be obtained on the Internet at 
www.mnpera.org.
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NOTE 4 OTHER NOTES (Continued) 
 
4.B. DEFINED BENEFIT PENSION PLANS – FIRE RELIEF ASSOCIATION 
 
Plan Description 
 
Firefighters of the City of Lonsdale are members of the Lonsdale Fireman’s Relief Association. The Association is the 
administrator of a single-employer defined benefit pension plan available to firefighters.  The plan operates under the provisions of 
Minnesota laws 1965 Ch. 446 as amended, and the applicable provisions of Minnesota Statute Chs. 69 and 424 and 424A.  It is 
governed by a Board of Trustees consisting of nine members elected by the members of the Association, and the Mayor and Fire 
Chief, who serve as the ex-officio members of the Board. 
 
Benefits Provided 
 
At the age of 50 and upon retirement, each member who has served as an active firefighter in the Association is eligible for varying 
levels of pension benefits, dependent upon the individual’s years of service.  In addition, members or their beneficiaries may 
qualify for death or disability benefits. 
 
Contributions 
 
The Volunteer Firefighter's Relief Association Financing Guidelines Act of 1971 (Chapter 261 as amended by Chapter 509 of 
Minnesota Statute 1980) specifies minimum contributions required on an annual basis.  The minimum support rates from the 
municipality and state aid are determined in the amount required to meet the normal cost plus amortizing any existing prior year 
service costs over a 10-year period.  The City’s contributions to the Association for the year ended December 31, 2017 are 
$20,000. 
 
Pension Costs 
 
At December 31, 2017, the City reported a net pension asset of $298,684  for the Fire Relief Association’s plan.  The net pension 
asset was measured as of December 31, 2016, as determined by an actuarial valuation as of that date. 
 
For the year ended December 31, 2016, the City recognized pension expense of $52,279 for the Association. The City also 
recognized $62,962 for the year ended December 31, 2016, as pension expense (and grant revenue) for the State of Minnesota’s 
contributions to the Association. 
 
The following table present the changes in net pension asset during the year. 
 

Total Pension Plan Fiduciary Net Pension
 Liability         Net Position  Liability (Asset) 

Beginning Balance 12/31/15 768,198$              974,476$              (206,278)$             

Service Cost 25,338                  -                            25,338                  
Interest on Pension  Liability 40,234                  -                            40,234                  
Projected Investment Earnings -                            52,225                  (52,225)                 
Contributions (Employer) -                            20,000                  (20,000)                 
Contributions (State) -                            62,962                  (62,962)                 
Asset (Gain)/Loss -                            31,581                  (31,581)                 
Benefit Payouts (124,030)        (124,030)        -                            
Administrative Fee -                            (8,790)                   8,790                    

Net Changes (58,458)                 33,948                  (92,406)                 

Balance End of Year 12/31/16 709,740$              1,008,424$           (298,684)$             
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NOTE 4 OTHER NOTES (Continued) 
 
4.B. DEFINED BENEFIT PENSION PLANS – FIRE RELIEF ASSOCIATION (Continued) 
 
Pension Costs (Continued) 
 
At December 31, 2017, the City reported deferred outflows of resources and deferred inflows of resources related to the pension 
from the following sources: 
 

Deferred Outflows of Deferred Inflows of 
Resources Resources

Difference between projected
  and actual investment earnings -$                                    25,265$                          

Contributions paid subsequent
  to the measurement date  20,000                            -                                      

Total City Deferred Outflows/Inflows 20,000$                          25,265$                           
 
A total of $20,000 reported as deferred outflows of resources related to pensions resulting from City contributions subsequent to 
the measurement date will be recognized as an addition to the net pension asset in the year ended December 31, 2018.  Other 
amounts reported as deferred inflows of resources related to pensions will be recognized in pension expense as follows: 
 

Year ended 
December 31:  Pension Expense 

2018 6,316$                              
2019 6,316$                              
2020 6,316$                              
2021 6,317$                               

 
Actuarial Assumptions  
 
The net pension asset at December 31, 2016 was determined using the entry age normal actuarial cost method and the following 
actuarial assumptions: 
 
 Assumptions  Rates 
 Investment Rate of Return (Discount)  5.50% 
 Expected Long-Term Rate of Return  5.50% 
 20-Year Municipal Bond Yield  3.50% 
 Salary Increases  2.50% 
 
There were no changes in actuarial assumptions in the 2016 study. 
 
Pension Liability Sensitivity 
 
The following presents the City’s net pension asset for the Association’s plan, calculated using the discount rate disclosed in the 
preceding paragraph, as well as what the City’s net pension asset would be if it were calculated using a discount rate one percent 
lower or one percent higher than the current discount rate: 
 

1% Decrease in 1% Increase in 
Discount Rate (4.50%) Discount Rate (5.50%) Discount Rate (6.50%)

Net Pension Asset 284,440$                       298,684$                       312,614$                        
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NOTE 4 OTHER NOTES (Continued) 
 
4.B. DEFINED BENEFIT PENSION PLANS – FIRE RELIEF ASSOCIATION (Continued) 
 
Asset Allocation 
 
The long-term expected rate of return on pension plan investments is 5.50%.  The asset allocation at the measurement date and 
best estimates of geometric real rates of return for each major asset class of the Association’s pension fund investments are 
summarized in the following table: 
 

Long-Term Expected 
Asset Class Allocation Real Rate of Return 
Cash and equivalents 19.00% 2.25% 
Fixed Income 22.00% 3.40% 
Equities 58.00% 7.50% 
Other 1.00% 6.00% 

 
Description of significant investment policy changes during the year 
 
The Association made no significant changes to their investment policy during 2016. 
 
Pension Plan Fiduciary Net Position 
 
Detailed information about the plan’s fiduciary net position is available in a separately-issued financial report that includes 
financial statements and required supplementary information.  That report may be obtained by contacting the City at 415 Central 
Street West, Lonsdale, MN 55046. 
 
4.C. RISK MANAGEMENT 
 
The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and omissions; 
injuries to employees; and natural disasters.  To manage these risks, the City purchases commercial insurance.  The City retains 
risk for the deductible portions of the insurance.  The amounts of these deductibles are considered immaterial to the financial 
statements.  There were no significant reductions in insurance from the previous year settlements in excess of insurance for any of 
the past two years. 
 
Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be reasonably estimated.  
Liabilities, if any, include an amount for claims that have been incurred but not reported.  The City’s management is not aware of 
any incurred but no reported claims. 
 
4.D. TAX INCREMENT FINANCING DISTRICTS 
 
The City occasionally enters into tax increment financing arrangements with local businesses for the purpose of stimulating 
economic growth within the City.  Eligibility for businesses seeking tax abatements of this nature is determined in accordance the 
applicable Minnesota Statutes, and such arrangements generally include a commitment by the local business to use the abated 
funds for financing a development or redevelopment project.  For a pay-as-you-go district, any tax increment generated by the 
district and not retained by the City for administrative costs is returned to the business to finance the debt incurred for the related 
improvements.  For the District summarized on the following page, the City financed the initial costs of the project, so all 
increment generated by the District is now being used to finance the related debt service payments.   
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NOTE 4 OTHER NOTES (Continued) 
 
4.D. TAX INCREMENT FINANCING DISTRICTS (Continued) 
 
The following is a summary of the City’s current tax increment financing districts: 
 

District #1

Business Name
Lonsdale Senior 

Housing LLC
Purpose Housing
Authorizing MN Statute: 469.174
Year Established: 2010
Duration of District: Through 2035

Original Base Net Tax Capacity: 2,296$                   
Current Net Tax Capacity: 63,143$                 

Captured Net Tax Capacity:
Retained by City 60,847$                 

Taxes Abated in 2017: -$                          

Total Bonds Issued: 940,000$               
Balance at 12/31/17: 920,000$                

 
4.E. COMMITMENTS 
 
Construction Contracts  
 
The City entered into various contracts during the year for construction services.  Remaining commitments under these contracts at 
December 31, 2017 totals $856,156, not including retainage which has been accrued in these financial statements.  
 
4.F. SUBSEQUENT EVENTS 
 
Subsequent to year end and prior to issuance of these financial statements, the City approved a bid of $2,014,674 for the Area No. 
5, Phase 4 project. 
 
4.G. CORRECTION OF AN ERROR 
 
During the year ended December 31, 2017, the City determined adjustments to beginning equity were necessary to correct errors 
identified in the City’s prior year financial statements.  Adjustments were recorded to correct misstatements related to the 
following errors in the 2016 financial statements: 
 

 Deferred inflows of resources were improperly recorded in relation to the loan receivable balances at December 31, 2016. 
 Loan receivables being forgiven over time were recorded at full initial value, instead of reduced to the balance that would 

actually be collectable at year-end in the event of the recipient’s noncompliance. 
 Various costs incurred for construction projects were expensed in the prior year, instead of being capitalized as a 

construction-in-progress asset. 
 The City did not report the net pension asset and related balances associated with the Lonsdale Fireman’s Relief 

Association, as is required under GASB 68. 
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NOTE 4 OTHER NOTES (Continued) 
 
4.G. CORRECTION OF AN ERROR (Continued) 
 
The following tables display the impact of the prior period adjustment to the December 31, 2016 financial statements: 
 

Governmental Business-Type
Activities Activities

December 31, 2016 Net Position, as Previously Stated 7,720,702$        9,678,817$        
Uncollectible Portion of Loans Receivable (87,944)             -                        
Construction in Progress Improperly Expensed 60,383               26,499               
Fire Relief Net Pension Asset and Related Deferrals 226,278             -                        

December 31, 2016 Net Position, as Restated 7,919,419$        9,705,316$        

Change in 2016 Net Position, as Previously Stated 872,291$           487,829$           
Write-off Portion of Loans Forgiven Over Time (15,086)             -                        
Eliminate Expenses Associated with Construction 60,383               26,499               
Impact of Fire Relief Pension Activity Unknown* -                        

Change in 2016 Net Position, as Restated 917,588$           514,328$            
 
*Because no actuarial studies have been completed for the Lonsdale Fireman’s Relief Association in relation to prior years, the 
impact on the 2016 change in net position cannot be determined.  
 

Nonmajor
Water Sewer Governmental
Fund Fund Funds

December 31, 2016 Net Position / 
Fund Balance, as Previously Stated 4,618,141$        4,141,451$        1,289,850$        

Construction in Progress Improperly Expensed 21,575               4,924                 -                        
Uncollectible Portion of Loans Receivable -                        -                        (87,944)             
Improper Deferral for Loans Receivable -                        -                        241,935             

December 31, 2016 Net Position / 
Fund Balance, as Restated 4,639,716$        4,146,375$        1,443,841$        

Change in December 31, 2016 Net Position / 
Fund Balance, as Previously Stated 59,397$             412,824$           837,927$           

Construction in Progress Improperly Expensed 21,575               4,924                 -                        
Write-off Portion of Loans Forgiven Over Time -                        -                        (15,086)             
Payout of Loan Receivable, Improperly Expensed -                        -                        60,000               
Loan Principal Collections Recorded as Revenue -                        -                        (6,545)               

Change in December 31, 2016 Net Position / 
Fund Balance, as Restated 80,972$             417,748$           876,296$            
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An Independently Owned Member, RSM US Alliance 
 

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm 
of RSM International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to RSM International resources through RSM US LLP but are not member firms of RSM International. 
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INDEPENDENT AUDITORS' REPORT ON 
MINNESOTA LEGAL COMPLIANCE  

 
 
 
April 17, 2018 
 
 
Honorable Mayor and City Council 
City of Lonsdale, Minnesota   
 
 
We have audited, in accordance with auditing standards generally accepted in the United States of America, the financial 
statements of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund 
information of the City of Lonsdale, Minnesota (the City) as of and for the year ended December 31, 2017, and the related notes to 
the financial statements, and have issued our report thereon dated April 17, 2018. 
 
The Minnesota Legal Compliance Audit Guide for Cities, promulgated by the State Auditor pursuant to Minnesota Statute Section 
6.65, contains seven categories of compliance to be tested: contracting and bidding, deposits and investments, conflicts of interest, 
public indebtedness, claims and disbursements, miscellaneous provisions, and tax increment financing. Our audit considered all of 
the listed categories. 
 
In connection with our audit, nothing came to our attention that caused us to believe that the City failed to comply with the 
provisions of the Minnesota Legal Compliance Audit Guide for Cities.  However, our audit was not directed primarily toward 
obtaining knowledge of such noncompliance. Accordingly, had we performed additional procedures, other matters may have come 
to our attention regarding the City’s noncompliance with the above referenced provisions. 
 
This report is intended solely for the information and use of those charged with governance and management of the City of 
Lonsdale and the State Auditor and is not intended to be and should not be used by anyone other than these specified parties. 
 
 
 
 
 
SCHLENNER WENNER & CO. 
St. Cloud, Minnesota 
 
 
 
 


