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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 1 0 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 6 0 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@osa.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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Scope

This publication presents 2018 (revised) and 2019 budget data for Minnesota cities. The budget 
represents a plan, reported by the city, for the coming year. The data presented here reflects 
unaudited budgeted revenues and expenditures reported by cities to the Office of the State 
Auditor (OSA) as required by Minn. Stat. § 6.745, subd. 1. Sixty-three cities either failed to 
provide their budget information or submitted incomplete information to the OSA. The cities are 
listed in Appendix 2 (page 229). 

The form used to collect this information requested that cities provide two types of data: 2018
budget and 2019 budget. The 2018 budgets are the 2018 budgets adopted by city councils in 
November and December of 2017. The 2019 budgets are the 2019 budgets adopted by city 
councils in November and December of 2018. 

On Table 1, the Revised 2018 column reflects the 2018 budgets adopted by the city councils in 
November and December of 2017 and, for some cities, newly submitted 2018 budgets or revised 
2018 budgets submitted with their 2019 budgets. The revised 2018 budgets may differ from what 
the city submitted to the OSA last year for several reasons, such as the inclusion of additional 
budgeted funds, new staff completing the form, or the correction of errors.   

The data in this report is best used as a tool to help review budgeting decisions for the years 2018 
and 2019. The budget represents a plan, reported by the city, for the coming year. Rarely do 
actual revenues and expenditures match the amount budgeted. In addition, the data reported does 
not represent all city revenues and expenditures. Cities report budget data only for funds for 
which an annual budget is adopted. For cities with funds where annual budgets are not adopted, 
the city would have more revenues and expenditures than included in this report. Also, the 
revenues and expenditures of city public service enterprises are not included. The inclusion of 
enterprise funds would significantly alter the revenue and expenditure trends of cities. Because 
of the limitations of budget data, as it is a plan, the OSA recommends using the financial 
information provided in our publication, Minnesota City Finances, which are the actual revenues 
and expenditures. 



This page left blank intentionally 



Category Definitions

Cities reported budget data only for the Governmental Funds for which the city adopted annual 
budgets. Enterprise Funds, such as sewer and water utilities, are not included in this report. 

Adopted Budgets for Governmental Funds 

The Governmental Funds include the General Fund (GF), which is the general operating fund of 
the city; Special Revenue Funds (SR), which are funds established to record activity for a 
specific purpose; Debt Service Funds (DS), which are for the principal and interest payments on 
indebtedness; and Capital Projects Funds (CP), which are used for major construction projects or 
acquisition of assets.  

Governmental Revenues 

Taxes. Cities receive revenues from several types of taxes. In addition to levying property taxes, 
cities generate revenues from local option taxes such as hotel/motel taxes, franchise taxes (public 
utilities), gambling taxes, gravel taxes, and sales and use taxes. Cities that have established tax 
increment financing (TIF) districts also receive tax increment revenue.

Property Taxes. Property taxes are taxes levied on an assessed valuation of real and/or 
personal property by the city government. The budgeted property taxes category includes
fiscal disparities. 

Tax Increments. Cities generate tax increment revenue when they establish TIF districts. 
In a TIF district, a city reserves the use of a portion of the property taxes collected from 
parcels in the district to pay the costs of development and redevelopment, rather than the 
general services of the city, county, and school district. 

All Other Taxes. This category of budgeted revenues accounts for taxes such as franchise
taxes, hotel/motel taxes, sales and use taxes, and gravel taxes. Cities must receive 
legislative approval before enacting local option taxes, such as hotel/motel taxes and 
sales and use taxes. The revenues are generally dedicated to specific public facilities such 
as convention centers and arenas.

Special Assessments. These budgeted revenues refer to levies made against certain properties to 
defray all or part of the costs of a specific improvement, such as new sewer and water mains, deemed 
to benefit primarily those properties. The amount includes the penalties and interest paid on the 
assessments. Cities also use special assessments for debt service payments.

Licenses and Permits. This category accounts for budgeted revenues derived from fees collected 
for the issuance of both business and non-business licenses and permits. These budgeted 
revenues reflect receipts from liquor licenses, cigarette licenses, pet licenses, other business 
licenses, street use permits, building permits, and other non-business licenses and permits.  



Intergovernmental Revenues. These are budgeted revenues received from other governments in 
the form of grants, entitlements, or shared revenues. 

Federal Grants. Federal grants include estimated amounts the city expects to receive 
from the Federal government for emergency preparedness, transit, highways, and urban 
redevelopment.  

State General Purpose Aid. Budgeted general purpose aid has no restrictions on its use
and includes, among other things, Local Government Aid (LGA) and Market Value 
Credits.  

State Categorical Aid. Budgeted categorical aids are revenues received for a specific 
purpose, such as streets and highways, fire relief aid, and flood control. This category can 
fluctuate widely because some revenue sources commonly support capital projects that 
are short-term or cyclical in nature.

Grants from County/Other Local Units. These are estimated revenues generally received 
from counties, other cities, and townships for their share of a capital project.   

Charges for Services. These budgeted revenues reflect fees for activities of the Governmental 
Funds, such as rent of the city hall or community center, police and fire contracts, fire calls,
recreation fees, and park dedication fees.

Fines and Forfeits. These budgeted revenues reflect receipts from the payment of penalties for law 
violations, non-observance of contracts, and forfeited deposits.

Interest on Investments. These budgeted revenues reflect interest earned on checking and savings 
accounts, CDs, money market funds, and bonds.  

All Other Revenues. These are budgeted revenues that cannot be classified in one of the other 
categories. These revenues include refunds, reimbursements, donations, and lease payments.

Other Financing Sources

Proceeds from Bond Sales. This amount reflects the anticipated proceeds from the sale 
of bonds. 

Other Financing Sources. The sale of fixed assets is included in this category.  

Transfers from Other Funds. This category reflects budgeted transfers of resources
between funds. Examples include transfers from the General Fund to a Capital Projects 
Fund for authorized construction and transfers from an Enterprise Fund to the General 
Fund to finance General Fund expenditures. 



Governmental Expenditures

Current Expenditures

Budgeted current expenditures include salaries and benefits, utilities, maintenance and repairs, as
well as operating expenses such as fuel, supplies, and insurance. 

General Government. General government budgeted expenditures reflect the 
administration costs of city governments, including salaries of city officials and 
maintenance of buildings.  

Public Safety. These budgeted expenditures reflect the costs related to the protection of 
persons and property. This category combines several distinct city departments, including 
police, fire, ambulance services, and other protection. Other protection includes building 
inspections, animal control, and flood control.

Streets and Highways. These budgeted expenditures reflect the costs associated with the 
maintenance and repair of local highways, streets, bridges, and street equipment.
Common expenditures include patching, seal coating, street lighting, street cleaning, and 
snow removal. Expenditures for road construction are not included in current 
expenditures but are accounted for as capital outlay. 

Sanitation. These budgeted expenditures reflect the costs of refuse collection and 
disposal, recycling, and weed and pest control. Some cities provide sanitation services 
through Enterprise Funds.

Human Services. These budgeted expenditures are for activities designed to provide 
public assistance and institutional care for individuals economically unable to provide for 
themselves. Most human services are provided through the counties.

Health. These budgeted expenditures are for the maintenance of vital statistics, restaurant 
inspection, communicable disease control, and various health services and clinics.  

Culture and Recreation. These budgeted expenditures reflect the costs of libraries, park 
maintenance, mowing, planting, and removal of trees. Recreation expenditures include 
festivals, bands, museums, community centers, cable TV, baseball fields, and organized 
recreation activities.

Conservation of Natural Resources. These budgeted expenditures are for the 
conservation and development of natural resources. These include agricultural and 
forestry programs and services, weed inspection services, and soil and water conservation 
services.  



Economic Development and Housing. These budgeted expenditures are for development 
and redevelopment activities in blighted or otherwise economically-disadvantaged areas.
Activities may include low-interest loans, cleanup of hazardous sites, rehabilitation of 
substandard housing and other physical facilities, and other assistance to those wanting to 
provide housing and economic opportunity within a disadvantaged area.  

All Other Current Expenditures. These are budgeted expenditures not classified 
elsewhere. Examples include airport expenditures, cemeteries, unallocated insurance, 
unallocated pension costs, and public transportation costs. 

Capital Outlay

These budgeted expenditures include the purchase of equipment, machinery, and land; 
construction or permanent improvements of buildings; and street construction. 

Streets and Highways Capital Outlay. This category includes budgeted expenditures for 
road and bridge construction projects, including major rehabilitation and improvement 
projects for existing roads and bridges.

All Other Capital Outlay. These budgeted expenditures include the purchase of
equipment, machinery, and land, and the construction or permanent improvement of 
buildings. 

Debt Service

Principal. This category includes budgeted principal payments on bonded debt and 
budgeted principal payments for other long-term and short-term debt. (It does not include 
debt payments made by Enterprise Funds.) 

Interest and Fiscal Charges. This category includes all budgeted interest payments and 
fiscal charges paid in the Governmental Funds. 

Other Financing Uses

Other Financing Uses. These are anticipated refunding bond proceeds deposited with an 
escrow agent and invested until they are used to pay principal and interest on the old debt 
at a future time and for remittance to other agencies.

Transfers to Other Funds. This category reflects budgeted transfers of resources 
between funds. Examples include transfers from the General Fund to a Capital Projects 
Fund for authorized construction and operating subsidies from the General Fund to an 
Enterprise Fund, such as transit.



Other Information

Increase/(Decrease) in Fund Balance. This category shows budgeted increases or 
decreases in the unrestricted fund balance. If the city intends to add to the unrestricted
fund balance in 2019, that would be shown as an increase in the unrestricted fund 
balance. If the city intends to use a portion of its unrestricted fund balance to finance 
projected expenditures, it would be shown as a (decrease) in the unrestricted fund 
balance.

Net Unrealized Gain or (Loss) from Investments. This shows the net increase or 
decrease in the market value of investments held as of December 31, 2018. This 
calculation is the difference between the market value of the investment on January 1 or 
when purchased, and the market value of the investment on December 31. 

Total Property Tax Levy. Property taxes are taxes levied on an assessed valuation of real 
and/or personal property by the city government. The property tax levy is for all funds, 
including Enterprise Funds. 
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Appendix 2: Cities Failing to Report or Submitted Incomplete
 Summary Budget Information

_____________________________________________________________________________________________________________________

Aitkin County
Palisade

Anoka County
Bethel

Becker County
Wolf Lake

Beltrami County   
Funkley

Cass County    
Bena
Boy River

Clearwater County
Shevlin 

Crow Wing County  
Nisswa
Riverton 
Trommald

Dakota County 
Miesville

Douglas County    
Millerville
Nelson

Freeborn County   
Twin Lakes

Grant County
Norcross

Hennepin County 
Greenfield

Houston County  
  Hokah 

Itasca County 
Zemple

Lac qui Parle County   
Boyd
Madison 

Le Sueur County    
Kilkenny 

Lyon County 
Russell

Mahnomen County
Waubun 

Marshall County    
Grygla
Viking 

McLeod County   
Biscay
Brownton 

Morrison County    
Bowlus
Hillman

Mower County   
Dexter
Grand Meadow 
Sargeant

Murray County    
Hadley

Nicollet County
Courtland 

Nobles County    
Ellsworth

Norman County    
Gary

Otter Tail County    
Underwood 



Appendix 2: Cities Failing to Report or Submitted Incomplete
 Summary Budget Information

_____________________________________________________________________________________________________________________

Pennington County   
Saint Hilaire

Pine County 
Denham   
Henriette
Willow River

Polk County    
Lengby

Red Lake County
Oklee
Plummer

Redwood County    
Clements
Delhi

Renville County    
Morton 

Roseau County    
Roosevelt 

Saint Louis County    
Brookston 
Leonidas
Meadowlands 
Tower

Stearns County    
Roscoe 
Spring Hill

Swift County   
De Graff

Wabasha County    
Kellogg 

Waseca County    
Waldorf 

Washington County 
Pine Springs 

Watonwan County   
La Salle
Odin

Wilkin County   
Campbell 
Foxhome 

Winona County    
Lewiston


