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Description of the Office of the State Auditor 
 
 
The mission of the Office of the State Auditor is to oversee local government finances for 
Minnesota taxpayers by helping to ensure financial integrity and accountability in local 
governmental financial activities. 
 
Through financial, compliance, and special audits, the State Auditor oversees and ensures that 
local government funds are used for the purposes intended by law and that local governments 
hold themselves to the highest standards of financial accountability. 
 
The State Auditor performs approximately 160 financial and compliance audits per year and has 
oversight responsibilities for over 3,300 local units of government throughout the state.  The 
office currently maintains five divisions: 
 
Audit Practice - conducts financial and legal compliance audits of local governments; 
 
Government Information - collects and analyzes financial information for cities, towns, 
counties, and special districts; 
 
Legal/Special Investigations - provides legal analysis and counsel to the Office and responds to 
outside inquiries about Minnesota local government law; as well as investigates allegations of 
misfeasance, malfeasance, and nonfeasance in local government; 
 
Pension - monitors investment, financial, and actuarial reporting for approximately 730 public 
pension funds; and 
 
Tax Increment Financing - promotes compliance and accountability in local governments’ use 
of tax increment financing through financial and compliance audits. 
 
The State Auditor serves on the State Executive Council, State Board of Investment, Land 
Exchange Board, Public Employees Retirement Association Board, Minnesota Housing Finance 
Agency, and the Rural Finance Authority Board. 
 
Office of the State Auditor 
525 Park Street, Suite 500 
Saint Paul, Minnesota 55103 
(651) 296-2551 
state.auditor@state.mn.us 
www.auditor.state.mn.us 
 
This document can be made available in alternative formats upon request. Call 651-296-2551 
[voice] or 1-800-627-3529 [relay service] for assistance; or visit the Office of the State Auditor’s 
web site:  www.auditor.state.mn.us. 
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I. INTERNAL CONTROL OVER FINANCIAL REPORTING 
 

PREVIOUSLY REPORTED ITEM RESOLVED 
 

Accounting for Escrow Accounts (01-2) 
We found differences in cash balances between the detailed records of the escrow 
accounts maintained by the Coon Creek Watershed District and the general ledger control 
account maintained by Anoka County Finance and Central Services; the difference at 
December 31, 2009, was $1,198. 

 
  Resolution 

There were no changes to this difference during 2010.  Since the difference has decreased 
over the past several years to an immaterial level, we consider this issue to be resolved.  
 
 

II. OTHER ITEM FOR CONSIDERATION 
 
 GASB Statement 54 
 
 The Governmental Accounting Standards Board (GASB) recently issued Statement 

No. 54, Fund Balance Reporting and Governmental Fund Type Definitions.  The 
intention of this standard is to enhance the usefulness of information included in the 
financial report about fund balance through clearer fund balance classifications that can 
be more consistently applied, as well as to clarify existing governmental fund type 
definitions. 

 
Fund Balance Reporting 

 
Statement 54 establishes new fund balance classifications based on constraints imposed 
on how resources can be spent.  The existing components of fund balance reserved, 
unreserved, designated, and undesignated are being replaced by nonspendable, restricted, 
committed, assigned, and unassigned as defined below: 

 
• Nonspendable - amounts that cannot be spent because they are either not in 

spendable form (for example, inventory or prepaid items) or legally or contractually 
required to be maintained intact (such as the corpus of a permanent fund). 
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• Restricted - amounts that can be spent only for specific purposes stipulated by 
constitution, external resource providers, or through enabling legislation. 

 
• Committed - amounts that can be used only for specific purposes determined by a 

formal action of a government’s highest level of decision-making authority. 
 

• Assigned - amounts a government intends to use for a specific purpose that do not 
meet the criteria to be classified as restricted or committed. 

 
• Unassigned - spendable amounts not contained in the other classifications.   

 
Governmental Fund Type Definitions 

 
The definitions of the general fund, special revenue fund type, capital projects fund type, 
debt service fund type, and permanent fund type are clarified in Statement 54.  
Interpretations of certain terms within the definition of the special revenue fund type have 
been provided and, for some governments, those interpretations may affect the activities 
they choose to report in those funds.  The capital projects fund type definition also was 
clarified for better alignment with the needs of preparers and users.  Definitions of other 
governmental fund types also have been modified for clarity and consistency. 

 
The requirements of GASB Statement 54 are effective for the Coon Creek Watershed 
District for the year ending December 31, 2011. 
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REPORT ON MINNESOTA LEGAL COMPLIANCE 
 
 
 

Board of Managers 
Coon Creek Watershed District 
 
 
We have audited the financial statements of the governmental activities and each major fund of the 
Coon Creek Watershed District as of and for the year ended December 31, 2010, which collectively 
comprise the District’s basic financial statements.  We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the provisions of the 
Minnesota Legal Compliance Audit Guide for Political Subdivisions, promulgated by the State 
Auditor pursuant to Minn. Stat. § 6.65.  Accordingly, the audit included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 
 
The Minnesota Legal Compliance Audit Guide for Political Subdivisions contains six categories of 
compliance to be tested:  contracting and bidding, deposits and investments, conflicts of interest, 
public indebtedness, claims and disbursements, and miscellaneous provisions.  Our study included all 
of the listed categories, except that we did not test for compliance in public indebtedness because the 
Coon Creek Watershed District has no public debt, and claims and disbursements because that 
section does not apply to watershed districts. 
 
The results of our tests indicate that, for the items tested, the Coon Creek Watershed District 
complied with the material terms and conditions of applicable legal provisions. 
 
Included in the Schedule of Findings and Recommendations is an other item for consideration.  We 
believe this information to be of benefit to the Coon Creek Watershed District, and it is reported for 
that purpose. 
 
This communication is intended solely for the information and use of the Board of Managers, 
management, and others within the Coon Creek Watershed District and is not intended to be, and 
should not be, used by anyone other than those specified parties. 
 
/s/Rebecca Otto          /s/Greg Hierlinger 
 
REBECCA OTTO          GREG HIERLINGER, CPA 
STATE AUDITOR         DEPUTY STATE AUDITOR 
 
April 19, 2011 
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