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AUDIT RESULTS




AUDIT OPINION

* The District received a “clean” audit opinion
* Unmodified opinion — financial statements are prepared using accounting
principles generally accepted in the U.S. (GAAP)
* Financial statements do not contain material misstatements and are fairly

presented
* Opinion is merely the auditor’s professional opinion, based on audit

work, on whether the financial statements were prepared in
accordance with GAAP, free from material misstatement, and fairly
presented
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AUDIT FINDINGS




FINDINGS

Financial Statements:

1. Segregation of Duties
2. Preparation of Financial Statements
3. Significant Journal Entries

Student Activities:

1. Inactive Student Activity Funds
2. Improper Use of Student Activity Funds

Minnesota Legal Compliance:

1. None
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CASH AND

INVESTMENTS




CASH/INVESTMENTS

Most significantly affected by the state aid payments structure.

Balances (in thousands) of the District for the past ten years:
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GENERAL FUND




ADM SERVED

928
906 895 896 895
879 882
l ‘ l ‘ l I ‘ I 853 868

Y 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 )

1,000

900

80

o

70

o

60

o

50

o

40

o

30

o

20

o

10

o




BUDGET TO ACTUAL

Revenues
State sources
Local levies
Federal sources
Other
Total revenues

Expenditures

Regular instruction
Special education instruction
Sites and buildings
Instructional and

pupil support services
District administration

and support services
Other

Total expenditures

Revenues over
(Under) Expenditures
Other Financing Sources
Net Change in Fund Balance
Fund Balance, Beginning of Year

Fund Balance, End of Year

Original Final Variance With

Budget Budget Actual Final Budget
S 8,143,325 S 8,143,325 S 8,687,186 S 543,861
1,225,600 1,225,600 1,254,127 28,527
302,750 307,205 318,510 11,305
260,775 254,500 361,637 107,137
9,932,450 9,930,630 10,621,460 690,830
7.0%
Positive
5,459,428 5,471,968 6,122,376 (650,408)
1,317,600 1,317,600 1,279,121 38,479
1,301,475 1,301,475 1,467,002 (165,527)
894,525 915,250 1,172,283 (257,033)
908,100 908,100 953,357 (45,257)
401,000 401,000 376,287 24,713
10,282,128 10,315,393 11,370,426 (1,055,033)
-10.2%

Negative
(349,678) (384,763) (748,966) (364,203)
2,000 2,000 193,009 191,009
S (347,678) S (382,763) (555,957) S (173,194)

899,230
S 343,273




A POSITIVE FUND
BALANCE:

Contributes to a favorable bond rating

Produces investment income and
provides a source of working capital

to meet cash flow needs '

Offers a cushion for unexpected
expenditures or revenue shortfalls
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FUND BALANCE CATEGORIES

Nonspendable

Represents
amounts that
cannot be

spent

Not in

spendable
form

Inventory,
prepaid
expenses

Restricted

Legally
restricted by
outside
parties

Cannot be
appropriated
for other
spending

Committed

Intended for
a specific
activity

Imposed by
formal action
of the school
board but is
not legally
restricted

Assigned

Intended for
a specific
activity by

school board

or designated
individuals

Not legally
restricted

Unassigned

Reserves

“Rainy day”
fund




CHANGES IN FUND BALANCES

Fund Balance: cumulative difference between fund assets and fund
liabilities

Fund Balance Fund Balance
Beginning Net Change (Deficit)
of Year in Fund Balance End of Year
Restricted for long-term facility maintenance S 25,349 S (25,712) S (363)
Restricted for health and safety 3,903 (3,903) -
Restricted for operating capital 5,625 (217,400) (211,775)
Restricted for gifted and talented 19,406 (19,406) -
Restricted for safe school - crime levy (47,930) (6,096) (54,026)
Restricted for area learn center 125,786 (125,786) -
Unassigned 767,091 (157,654) 609,437

S 899,230 S (555,957) S 343,273




TOTAL FUND BALANCES

Total fund balances of the General Fund for the past 10 years:
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1,604,820 1,131,086 721,609 525,770 1,080,341 1,227,901 @ 1,280,661 @ 1,233,263 767,091 609,437
- 593,787 590,987 590,987 - 40,000 40,000 - - -
489,223 513,220 240,679 (68,702) (74,639) (73,743) 13,673 144,000 132,139 (266,164)

11,009 8,758 6,193 6,083 4,730 3,521 5,928 2,713 - -



RECOMMENDATIONS REGARDING FUND BALANCES

State of Minnesota Office of the State Auditor (OSA): at year-end,
local governments maintain an unrestricted fund balance in their

general fund
* Special Revenue Funds: approximately 35-50% of fund operating funds
* No less than 5 months of operating expenditures

Because MN school districts experience a more reliable flow of cash
to fund operations, a recommended unrestricted fund balance for
school districts may be less than the amounts recommended for other
local governments.

The District’s Policy: strive to maintain a minimum unassigned fund
balance of 10%-13% of the annual budget, with the long range plan
to strive to maintain three months of operating expenditures. For the
current year that target amount is $1.1 million.



UNASSIGNED FUND BALANCE

The District’s unassigned fund balance as a percentage of expenditures
in the General Fund for the last 10 years
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The green and maroon lines indicate the District’s fund balance policy of maintaining
an unassigned fund balance of 10%-13% of expenditures
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OTHER FUNDS




YEAR-END FUND BALANCE — COMMUNITY SERVICE FUND

Positive fund balance indicates that revenues of the community service
programs are sufficient to cover the expenditures of the programs.
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YEAR END FUND BALANCE — FOOD SERVICE FUND

Positive fund balance indicates that revenues of the food service program are

sufficient to cover the expenditures of the program.
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The maroon line indicates the maximum allowable fund balance of three
months expenditures.



YEAR END FUND BALANCE — DEBT SERVICE FUND

Positive fund balance indicates that revenues from property tax levies, state sources,
and federal sources have been sufficient to meet the required debt service
payments.
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This presentation is presented with the understanding that the information contained does not constitute legal, accounting or other professional advice.
It is not intended to be responsive to any individual situation or concerns, as the contents of this presentation are intended for general information
purposes only. Viewers are urged not to act upon the information contained in this presentation without first consulting competent legal, accounting or

other professional advice regarding implications of a particular factual situation. Questions and additional information can be submitted to your Eide
Bailly representative, or to the presenter of this session.
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