STAFF REPORT
TO:

Mayor Keis and Members of the City Council

FROM:

Brenda Malinowski, Finance Director

DATE:

June 21, 2019

RE:

2018 Comprehensive Annual Financial Report

ACTION REQUESTED
Receive and accept the 2018 Comprehensive Annual Financial Report (CAFR).
BACKGROUND
Michelle Hoffman and Chris Knopik with the City’s auditing firm, CliftonLarsonAllen (CLA)
presented the 2018 CAFR highlights at the last meeting. Since the quality review process of the
CAFR was not complete at CLA, the Council was requested to not accept the CAFR at the last
meeting. Since the quality review process is now complete and there were not any changes made
to the numbers that were presented at the last meeting, the Council may now accept the CAFR.
STAFF RECOMMENDATION
Receive and accept the 2018 Comprehensive Annual Financial Report.
ATTACHMENTS
•
•
•
•

2018 Comprehensive Annual Financial Report
Governance Communication
Internal Control Letter
Legal Compliance Letter

Honorable Mayor and Members
of the City Council
City of Little Canada
Little Canada, Minnesota
We have audited the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of Little Canada as of and
for the year ended December 31, 2018, and have issued our report thereon dated June 11, 2019. We
have previously communicated to you information about our responsibilities under auditing standards
generally accepted in the United States of America and Government Auditing Standards, as well as
certain information related to the planned scope and timing of our audit. Professional standards also
require that we communicate to you the following information related to our audit.
Significant audit findings
Qualitative aspects of accounting practices
Accounting policies
Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by City of Little Canada are described in Note 1 to the financial statements.
The City adopted Statement of Governmental Accounting Standards Board (GASB) Statement No. 75,
Accounting and Financial Reporting of Postemployment Benefits Other Than Pensions, in 2018. In
addition, the City adopted Statement of Governmental Accounting Standards Board (GASB) Statement
No. 89, Accounting for Interest Cost Incurred Before the End of a Construction Period. There were no
significant effects on the financial statements as a result of implementing these standards.
We noted no transactions entered into by the entity during the year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been recognized in the financial
statements in the proper period.
Accounting estimates
Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their
significance to the financial statements and because of the possibility that future events affecting them
may differ significantly from those expected. The most sensitive estimates affecting the financial
statements were:


Management’s estimate of the valuation of investments is based on published market values as
of December 31, 2018. We evaluated the key factors and assumptions used to develop the
value of investments in determining that it is reasonable in relation to the financial statements
taken as a whole.
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Management’s estimate of the depreciation expense on capital assets is based on
management’s estimated useful lives of those assets. We evaluated the key factors and
assumptions used to develop the allowance in determining that it is reasonable in relation to the
financial statements taken as a whole.



Management’s estimate of the City’s liability for compensated absences is based on employee
wage information and the City’s policies of earning vacation and sick pay. We evaluated the key
factors and assumptions used to develop the liability in determining that it is reasonable in
relation to the financial statements taken as a whole.



Management’s estimate of the City’s proportionate share of PERA’s GERF net pension liability
as well as the related deferred inflows and outflows is based on guidance from GASB Statement
No. 68, GASB Statement No. 71, and the plan’s allocation tables. The plan’s allocation tables
allocate a portion of the plan’s net pension liability based on the City’s contributions during the
plan’s fiscal year as a percentage of total contributions received for the related fiscal year by the
plan. We evaluated the key factors and assumptions used to develop the liability in determining
that it is reasonable in relation to the financial statements taken as a whole.

Financial statement disclosures
Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users. There were no particularly sensitive financial statement disclosures.
The financial statement disclosures are neutral, consistent, and clear.
Difficulties encountered in performing the audit
We encountered no significant difficulties in dealing with management in performing and completing our
audit.
Uncorrected misstatements
Professional standards require us to accumulate all misstatements identified during the audit, other
than those that are clearly trivial, and communicate them to the appropriate level of management.
Management did not identify and we did not notify them of any uncorrected financial statement
misstatements.
Corrected misstatements
None of the misstatements detected as a result of audit procedures and corrected by management
were material, either individually or in the aggregate, to the financial statements taken as a whole.
Disagreements with management
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditors’ report. No such disagreements arose during our audit.
Management representations
We have requested certain representations from management that are included in the management
representation letter dated June 11, 2019.
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Management consultations with other independent accountants
In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the entity’s financial statements or a determination of
the type of auditors’ opinion that may be expressed on those statements, our professional standards
require the consulting accountant to check with us to determine that the consultant has all the relevant
facts. To our knowledge, there were no such consultations with other accountants.
Significant issues discussed with management prior to engagement
We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to engagement as the entity’s auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses
were not a condition to our engagement.
Other audit findings or issues
The following describes findings or issues arising from the audit that are, in our professional judgment,
significant and relevant to your oversight of the financial reporting process:


In 2018 the City reported a special item related to the transfer of capital assets to Ramsey
County. The assets were related to the reconstruction of Little Canada Road and Centerville
Road. As part of agreements with the County, the City managed and oversaw the projects and
was subsequently reimbursed by the County. Upon completion of the projects the assets were
then transferred to the County in the form of a special item in the 2018 financial statements.



We have provided a separate letter to you dated June 11, 2019, communicating internal control
related matters identified during the audit.

Other information in documents containing audited financial statements
With respect to the required supplementary information (RSI) accompanying the financial statements,
we made certain inquiries of management about the methods of preparing the RSI, including whether
the RSI has been measured and presented in accordance with prescribed guidelines, whether the
methods of measurement and preparation have been changed from the prior period and the reasons
for any such changes, and whether there were any significant assumptions or interpretations underlying
the measurement or presentation of the RSI. We compared the RSI for consistency with management’s
responses to the foregoing inquiries, the basic financial statements, and other knowledge obtained
during the audit of the basic financial statements. Because these limited procedures do not provide
sufficient evidence, we did not express an opinion or provide any assurance on the RSI.
With respect to the combining and individual fund statements and schedules (collectively, the
supplementary information) accompanying the financial statements, on which we were engaged to
report in relation to the financial statements as a whole, we made certain inquiries of management and
evaluated the form, content, and methods of preparing the information to determine that the information
complies with accounting principles generally accepted in the United States of America, the method of
preparing it has not changed from the prior period or the reasons for such changes, and the information
is appropriate and complete in relation to our audit of the financial statements. We compared and
reconciled the supplementary information to the underlying accounting records used to prepare the
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financial statements or to the financial statements themselves. We have issued our report thereon
dated June 11, 2019.
The introductory and statistical sections accompanying the financial statements, which are the
responsibility of management, were prepared for purposes of additional analysis and are not a required
part of the financial statements. Such information was not subjected to the auditing procedures applied
in the audit of the financial statements and, accordingly, we did not express an opinion or provide any
assurance on it.
Our auditors’ opinion, the audited financial statements, and the notes to financial statements should
only be used in their entirety. Inclusion of the audited financial statements in a document you prepare,
such as an annual report, should be done only with our prior approval and review of the document.
***
This communication is intended solely for the information and use of the City Council and management
of the City of Little Canada and is not intended to be, and should not be, used by anyone other than
these specified parties.

CliftonLarsonAllen LLP
Minneapolis, Minnesota
June 11, 2019

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Members
of the City Council
City of Little Canada
Little Canada, Minnesota
We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information
of City of Little Canada (the City), as of and for the year ended December 31, 2018, and the related
notes to the financial statements, which collectively comprise the City’s basic financial statements, and
have issued our report thereon dated June 11, 2019.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the City’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the City’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness yet important enough to merit attention by those charged
with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the City’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result of that testing, and not to provide an opinion on the effectiveness of the
City’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the City’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

CliftonLarsonAllen LLP
Minneapolis, Minnesota
June 11, 2019

INDEPENDENT AUDITORS’ REPORT ON MINNESOTA LEGAL COMPLIANCE

Honorable Mayor and
Members of the City Council
City of Little Canada
Little Canada, Minnesota
We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information
of the City of Little Canada, Minnesota as of and for the year then ended December 31, 2018, and the
related notes to the financial statements, which collectively comprise the City’s basic financial
statements, and have issued our report thereon dated June 11, 2019.
The Minnesota Legal Compliance Audit Guide for Cities promulgated by the State Auditor pursuant to
Minnesota Statute § 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 of
Little Canada, Minnesota failed to comply with the provisions of the Minnesota Legal Compliance Audit
Guide for Cities, except as described in finding 2018-001. 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 of Little Canada,
Minnesota’s noncompliance with the above-referenced provisions, in so far as they relate to accounting
matters.
Management’s written response to the legal compliance finding identified in our audit has been included
in the schedule of findings and responses. We did not audit management’s response and, accordingly,
we express no opinion on it.
The purpose of this report is solely to describe the scope of our testing of compliance relating to the
provisions of the Minnesota Legal Compliance Audit Guide for Cities and the results of that testing, and
not to provide an opinion on compliance. Accordingly, this communication is not suitable for any other
purpose.

CliftonLarsonAllen LLP
Minneapolis, Minnesota
June 11, 2019

Honorable Mayor and
Members of the City Council
City of Little Canada
Page 2

SCHEDULE OF FINDINGS AND RESPONSES
2018-001
Type of Finding: Minnesota Legal Compliance Finding
Criteria: Minnesota Statute §345.38, requires that any unclaimed property held for more than three
years be reported and delivered to the state.
Condition/Context: We noted that the City had one check on the outstanding checks listing which
were greater than three years old and had not been properly turned over to the state.
Effect: The City did not properly remit old, outstanding checks to the state and was not in compliance
with statutes governing unclaimed property.
Cause: The failure to remit the check was an oversight by City management as in the past all
unclaimed property has been properly and timely remitted.
Recommendation: We recommend the City review its procedures to ensure that all unclaimed
property is remitted per state statutes.
Views of Management: Management agrees with the finding and recommendation and will implement
changes to ensure all unclaimed property is properly remitted to the state.

