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Report on Matters Identified as a Result of 

the Audit of the Financial Statements 

 

 

To the School Board and Management 

Independent School District No. 51 

Foley, Minnesota 

 

 

In planning and performing our audit of the financial statements of Independent School District No. 51, 

Foley, Minnesota, as of and for the year ended June 30, 2019, in accordance with auditing standards 

generally accepted in the United States of America, we considered the District's internal control over 

financial reporting (internal control) as a basis for designing our auditing procedures that are appropriate 

in the circumstances for the purpose of expressing our opinion on the financial statements, but not for 

the purpose of expressing an opinion on the effectiveness of the District's internal control. Accordingly, 

we do not express an opinion on the effectiveness of the District's internal control. 

 

Our consideration of internal control was for the limited purpose described in the preceding paragraph 

and was not designed to identify all deficiencies in internal control that might be material weaknesses or 

significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that 

have not been identified. In addition, because of inherent limitations in internal control, including the 

possibility of management override of controls, misstatements due to error, or fraud may occur and not 

be detected by such controls. However, as discussed below, we identified a certain deficiency in internal 

control that we consider to be a significant deficiency. 

 

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 over financial reporting, such that there is a reasonable 

possibility that a material misstatement of the District's financial statements will not be prevented, or 

detected and corrected, on a timely basis. A reasonable possibility exists when the likelihood of an event 

occurring is either reasonably possible or probable as defined as follows: 

 

• Reasonably possible. The chance of the future event or events occurring is more than remote but 

less than likely. 

• Probable. The future event or events are likely to occur. 

 

We did not identify any deficiencies in internal control that we consider to be material weaknesses. 

 

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. The significant deficiency identified is stated within this letter. 

 



 

2 

The accompanying memorandum also includes financial analysis provided as a basis for discussion. The 

matters discussed herein were considered by us during our audit and they do not modify the opinion 

expressed in our Independent Auditor's Report dated November 11, 2019, on such statements. 

 

This communication is intended solely for the information and use of the School Board, management 

and others within the District and state oversight agencies and is not intended to be, and should not be, 

used by anyone other than these specified parties. 

 

 

 

 
St. Cloud, Minnesota 

November 11, 2019
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Independent School District No. 51 

Significant Deficiency 

 

 

Lack of Segregation of Accounting Duties 

The District has a lack of segregation of accounting duties due to a limited number of office employees. 

The lack of adequate segregation of accounting duties could adversely affect the District's ability to 

initiate, record, process, and report financial data consistent with the assertions of management in the 

financial statements. This lack of segregation of accounting can be demonstrated in the following areas, 

which is not intended to be an all-inclusive list: 

 

• The Accounts Payable Clerk determines capital assets additions in the District's voucher system. 

The District Office Secretary enters capital assets additions and disposals, prepares depreciation 

calculations using the accounting system, and maintains the master listing for reporting purposes. 

• The Payroll Clerk enters employee information into the District's system, calculates timecards, 

and processes payroll. Payroll registers were not reviewed every payroll but were periodically 

reviewed.  

• The Director of Operations and Finance is responsible for reconciliation of general ledger 

accounts and has the ability to make manual adjustments to these accounts. 

 

Management is aware of this condition and will take certain steps to compensate for the lack of 

segregation but due to the number of staff needed to properly segregate all of the accounting duties, the 

cost of obtaining desirable segregation of accounting duties can often exceed benefits which could be 

derived. Due to this reason, management has determined a complete segregation of accounting duties is 

impractical to correct. Management and the School Board must remain aware of this situation and 

should continually monitor the accounting system, including changes that occur. 
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Independent School District No. 51 

Required Communication 

 

 

We have audited the financial statements of the governmental activities, each major fund, and the 

aggregate remaining fund information of the District as of and for the year ended June 30, 2019. 

Professional standards require that we advise you of the following matters related to our audit.  

 

Our Responsibility in Relation to the Financial Statement Audit 

As communicated in our engagement letter, our responsibility, as described by professional standards, is 

to form and express opinions about whether the financial statements prepared by management with your 

oversight are presented fairly, in all material respects, in accordance with accounting principles 

generally accepted in the United States of America. Our audit of the financial statements does not 

relieve you or management of its respective responsibilities.  

 

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain 

reasonable, rather than absolute, assurance about whether the financial statements are free of material 

misstatement. An audit of financial statements includes consideration of internal control over 

financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the District's internal control 

over financial reporting. Accordingly, as part of our audit, we considered the internal control of the 

District solely for the purpose of determining our audit procedures and not to provide any assurance 

concerning such internal control. 

 

We are also responsible for communicating significant matters related to the audit that are, in our 

professional judgement, relevant to your responsibilities in overseeing the financial reporting process. 

However, we are not required to design procedures for the purpose of identifying other matters to 

communicate to you. 

 

Generally accepted accounting principles provide for certain required supplementary information (RSI) 

to supplement the basic financial statements. Our responsibility with respect to the RSI, which 

supplements the basic audit financial statements, is to apply certain limited procedures in accordance 

with generally accepted auditing standards. However, the RSI was not audited and, because the limited 

procedures do not provide us with sufficient evidence to express an opinion or provide any assurance, 

we do not express an opinion or provide any assurance on the RSI. 

 

Our responsibility for the supplementary information accompanying the financial statements, as 

described by professional standards, is to evaluate the presentation of the supplementary information in 

relation to the financial statements as a whole and to report on whether the supplementary information is 

fairly stated, in all material respects, in relation to the financial statements as a whole.  

 

Our Responsibility in Relation to Government Auditing Standards  

As communicated in our engagement letter, part of obtaining reasonable assurance about whether the 

financial statements are free of material misstatement, we performed tests of the District's 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, 

the objective of our tests was not to provide an opinion on compliance with such provisions.  
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Independent School District No. 51 

Required Communication 

 

 

Our Responsibility in Relation to Title 2 U.S. Code of Federal Regulations Part 200, Uniform  

  Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards  

  (Uniform Guidance) 

As communicated in our engagement letter, in accordance with the Uniform Guidance, we examined, on 

a test basis, evidence about the District's compliance with the types of compliance requirements 

described in the U.S. Office of Management and Budget (OMB) Compliance Supplement applicable to 

each of its major federal programs for the purpose of expressing an opinion on the District's compliance 

with those requirements. While our audit provided a reasonable basis for our opinion, it did not provide 

a legal determination on the District's compliance with those requirements.  

 

In planning and performing our audit of compliance, we considered the District's internal control over 

compliance with the types of requirements that could have a direct and material effect on each major 

federal program to determine the auditing procedures that are appropriate in the circumstances for the 

purpose of expressing an opinion on compliance for each major federal program and to test and report 

on internal control over compliance in accordance with the Uniform Guidance, but not for the purpose 

of expressing an opinion on the effectiveness of internal control over compliance.  
 

Planned Scope and Timing of the Audit 

We conducted our audit consistent with the planned scope and timing we previously communicated to 

you. 
 

Compliance with All Ethics Requirements Regarding Independence 

The engagement team, others in our firm, as appropriate, our firm, and our network firms have complied 

with all relevant ethical requirements regarding independence.  
 

Qualitative Aspects of Significant Accounting Practices 
 

Significant Accounting Policies  

Management has the responsibility to select and use appropriate accounting policies. A summary of the 

significant accounting policies adopted by the District is included in the notes to financial statements. 

There have been no initial selection of accounting policies and no changes to significant accounting 

policies or their application during 2019. No matters have come to our attention that would require us, 

under professional standards, to inform you about (1) the methods used to account for significant 

unusual transactions and (2) the effect of significant accounting policies in controversial or emerging 

areas for which there is a lack of authoritative guidance or consensus. 
 

Significant Accounting Estimates 

Accounting estimates are an integral part of the financial statements prepared by management and are 

based on management's current judgements. Those judgements are normally based on 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 markedly from management's current 

judgements. The most sensitive estimates affecting the financial statements were: 
 

Depreciation – The District is currently depreciating its capital assets over their estimated useful 

lives, as determined by management, using the straight-line method. 
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Independent School District No. 51 

Required Communication 

 

 

Qualitative Aspects of Significant Accounting Practices (Continued) 
 

Significant Accounting Estimates (Continued) 
 

General Education and Special Education Aid – General Education Aid is an estimate until average 

daily membership (ADM) values are final. Since this is normally not done until after the reporting 

deadline, this Aid is an estimate. Special Education Aid is also dependent upon ADM value; 

however, in addition to those, this Aid is dependent on the availability of funds and complex 

formulas that are finalized after reporting deadlines. 
 

Total Other Post Employment Benefits (OPEB) Liability, Deferred Outflows of Resources Related 

to OPEB and Deferred Inflows of Resources Related to OPEB – These balances are based on an 

actuarial study using the estimates of future obligations of the District for post employment benefits.  
 

Net Pension Liability, Deferred Outflows of Resources Relating to Pensions and Deferred Inflows of 

Resources relating to Pensions – These balances are based on an allocation by the pension plans 

using estimates based on contributions.  
 

We evaluated the key factors and assumptions used to develop the accounting estimates and determined 

that they are reasonable in relation to the financial statements taken as a whole. 
 

Financial Statement Disclosures 

Certain financial statement disclosures involve significant judgment and are particularly sensitive 

because of their significance to financial statement users. The financial statement disclosures are neutral, 

consistent, and clear.  
 

Significant Difficulties Encountered during the Audit 

We encountered no significant difficulties in dealing with management relating to the performance of 

the audit. 
 

Uncorrected and Corrected Misstatements 

For the purposes of this communication, professional standards require us to accumulate all known 

and likely misstatements identified during the audit, other than those that we believe are trivial, and 

communicate them to the appropriate level of management. Further, professional standards require 

us to also communicate the effects of uncorrected misstatements related to prior periods on the 

relevant classes of transactions, account balances or disclosures, and the financial statements as a 

whole.  
 

We identified uncorrected misstatements of the financial statements in the areas listed below. 

Management has determined their effects are immaterial, both individually and in the aggregate, to the 

financial statements taken as a whole. 
 

• State revenue/receivable  
 

In addition, 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. 
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Independent School District No. 51 

Required Communication 

 

 

Disagreements with Management 

For purposes of this letter, professional standards define a disagreement with management as a 

matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or 

auditing matter, which could be significant to the District's financial statements or the auditor's 

report. No such disagreements arose during the course of our audit.  
 

Representations Requested from Management 

We have requested certain written representations from management, which are included in the 

management representation letter. 
 

Management's Consultations with Other Accountants 

In some cases, management may decide to consult with other accountants about auditing and accounting 

matters. Management has informed us that, and to our knowledge, there were no consultations with 

other accountants regarding auditing and accounting matters.  
 

Other Significant Matters, Findings, or Issues 

In the normal course of our professional association with the District, we generally discuss a variety 

of matters, including the application of accounting principles and auditing standards, operating 

conditions affecting the District, and operating plans and strategies that may affect the risks of 

material misstatement. None of the matters discussed resulted in a condition to our retention as the 

District's auditor.  
 

Other Information in Documents Containing Audited Financial Statements  

We applied certain limited procedures to the RSI that supplements the basic financial statements. Our 

procedures consisted of inquiries of management regarding 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 did not audit the RSI and do not express an opinion or provide any assurance on the RSI. 
 

With respect to the supplementary information accompanying the financial statements, 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, 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 financial statements or to the financial statements themselves.  
 

We were not engaged to report on the other information accompanying the financial statements but 

are not RSI. Such information has 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 it.  
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Independent School District No. 51 

Financial Analysis 

 

 

The following pages provide graphic representation of select data pertaining to the financial position and 

operations of the District for the past five years. Our analysis of each graph is presented to provide a 

basis for discussion of past performance and how implementing certain changes may enhance future 

performance. We suggest you view each graph and document if our analysis is consistent with yours.  

 

Due to its complexity, it would be impossible to fully explain the funding of public education in 

Minnesota within this letter. The last section of this report, which contains a summary of legislative 

changes affecting school districts, gives an indication of how complicated the funding system is. The 

following section provides some state-wide funding and financial trend information. 

 

AVERAGE DAILY MEMBERSHIP AND PUPIL UNITS 

 

The largest single funding source for Minnesota school districts is basic General Education Aid. Each 

year, the State Legislature sets a basic formula allowance. Total basic general education revenue is 

calculated by multiplying the formula allowance by the number of pupil units for which a district is 

entitled to aid. Pupil units are calculated using a legislatively determined weighting system applied to 

ADM. Over the years, various modifications have been made to this calculation, including changes in 

weighting and special consideration for declining enrollment districts. 

 

Percent

Year Amount Increase

2011 5,124$              0.0%

2012 5,174                1.0%

2013 5,224                1.0%

2014 5,302                1.5%

2015* 5,831                1.9%

2016 5,948                2.0%

2017 6,067                2.0%

2018 6,188                2.0%

2019 6,312                2.0%

2020 6,438                2.0%

2021 6,567                2.0%

General Education Aid

Formula Allowance

*   General Education Aid - Of the $529 increase over 

2014, $105 is for inflation at 1.9%; the remaining 

$424 is a shifting of revenue to adjust for pupil 

weight changes, pension adjustments changes and 

other restructuring.  
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Independent School District No. 51 

Financial Analysis 

 

 

AVERAGE DAILY MEMBERSHIP AND PUPIL UNITS 

 

The following summarizes resident average daily membership (ADM) of the District over the past five 

years ended June 30: 

Resident ADM 2015 2016 2017 2018 2019*

Kindergarten and other 118.01               109.71               128.81             134.40              145.99              

Elementary 758.13               745.34               742.21             737.76              739.59              

Secondary 791.61               788.99               824.65             833.59              825.99              

Total Resident ADM 1,667.75            1,644.04            1,695.67          1,705.75           1,711.57           

 

791.61 788.99 824.65 833.59 825.99 

758.13 745.34 
742.21 737.76 739.59 

118.01 109.71 128.81 134.40 145.99 

 -

 400

 800

 1,200

 1,600

 2,000

2015 2016 2017 2018 2019*

Students (Average Daily Membership)

Secondary Elementary Kindergarten and other

* Estimate  

 

As the above chart indicates, resident ADM has remained fairly steady over the past five years. The 

District has seen an overall increase of 43.82 resident ADM, or 2.6%, over the past five years. In 2019, 

resident ADM increased by 5.82 or 0.3%, from the prior year.  

 

The chart on the next page converts the ADM into weighted average daily membership (PUN) and also 

factors in open enrollment for the same five years. 
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Independent School District No. 51 

Financial Analysis 

 

 

AVERAGE DAILY MEMBERSHIP AND PUPIL UNITS (CONTINUED) 
 

When reviewing this information and comparing it with prior years' amounts, the reader should consider 

pupil weighting as shown in the table below, as to calculate a majority of the District's education aids, 

the ADM amounts are weighted based on the student's grade level. The state's weighting factors have 

not changed since 2015. 

Handicapped

Pre-Kindergarten Kindergarten Kindergarten Grade 1-3 Grade 4-6 Secondary

Years 2015-2019 1.000 1.000 1.000 1.000 1.000 1.200

Elementary

Adjusted PUN 2015 2016 2017 2018 2019*

Residents 1,826.06            1,801.81            1,860.59          1,872.45           1,876.76           

Resident loss (114.40)              (117.87)              (128.68)            (133.96)             (146.33)             

Nonresident gain 289.39               344.83               371.34             368.79              386.42              

Total Adjusted PUN 2,001.05            2,028.77            2,103.25          2,107.28           2,116.85           

1,711.66 1,683.94 1,731.91 1,738.49 1,730.43 

289.39 344.83 
371.34 368.79 386.42 

 -

 500

 1,000

 1,500

 2,000

 2,500

2015 2016 2017 2018 2019*

Students Served (PUN)

Residents Nonresidents

 
* Estimate  
 

As shown above, the District has experienced open enrollment gains each of the last five years showing 

a gain of 174.99 in 2015 to 240.09 in 2019.  
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Independent School District No. 51 

Financial Analysis 

 

 

GENERAL FUND SOURCES OF REVENUE 

 

General Fund sources of revenue for the last five years are summarized as follows: 

2015 2016 2017 2018 2019

Local property taxes 744,294$           821,843$           891,253$         893,125$          1,329,716$       

State sources 15,501,826        16,439,022        17,788,486      18,040,365       18,839,753       

Other 1,143,665          1,103,495          1,157,129        1,261,472         1,139,914         

Total 17,389,785$      18,364,360$      19,836,868$    20,194,962$     21,309,383$     

Total General Fund revenues increased over $1,100,000 from 2018 to 2019. The increase was primarily 

related to the increase in revenues from state sources. Revenues from state sources increased primarily 

due to increases in the basic formula allowance and long-term facilities maintenance and special 

education aid entitlements. Local property tax revenues also increased due to an increase in the levy. 

Other revenues consist of other local and county revenues, revenue from federal sources and sales and 

conversion of assets. Other revenues and local property tax revenues were consistent with the prior year. 

 

$744,294 $821,843 $891,253 $893,125 $1,329,716 

$15,501,826 
$16,439,022 

$17,788,486 
$18,040,365 

$18,839,753 $1,143,665 

$1,103,495 

$1,157,129 
$1,261,472 

$1,139,914 

 $-

 $2,000,000

 $4,000,000

 $6,000,000

 $8,000,000

 $10,000,000

 $12,000,000

 $14,000,000

 $16,000,000

 $18,000,000

 $20,000,000

 $22,000,000

2015 2016 2017 2018 2019

General Fund Sources of Revenue

Local property taxes State sources Other
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Independent School District No. 51 

Financial Analysis 
 

 

GENERAL FUND BUDGET AND ACTUAL RESULTS 
 

Final Actual Budget Amounts

Revenues

Local property taxes 1,208,141$       1,329,716$       121,575$          

Other local and county revenues 621,176            720,636            99,460              

Revenue from state sources 18,587,428       18,839,753       252,325            

Revenue from federal sources 443,376            413,594            (29,782)             

Sales and other conversion of assets 6,300                5,684                (616)                  

Total revenues 20,866,421       21,309,383       442,962            

Expenditures

Current

Administration 1,187,318         1,181,675         (5,643)               

District support services 584,374            561,960            (22,414)             

Elementary and secondary regular -                        

instruction 9,986,974         10,073,244       86,270              

Vocational education instruction 214,971            263,996            49,025              

Special education instruction 3,631,077         3,695,016         63,939              

Instructional support services 1,223,964         1,341,136         117,172            

Pupil support services 1,664,472         1,628,017         (36,455)             

Sites and buildings 1,958,326         1,689,008         (269,318)           

Fiscal and other fixed cost programs 130,000            103,001            (26,999)             

Capital outlay

District support services 6,400                6,253                (147)                  

Elementary and secondary regular

instruction 85,850              73,088              (12,762)             

Special education instruction 42,316              43,364              1,048                

Instructional support services 131,267            127,276            (3,991)               

Sites and buildings 345,950            311,128            (34,822)             

Total expenditures 21,193,259       21,098,162       (95,097)             

Excess of revenues over

  (under) expenditures (326,838)           211,221            538,059            

Total other financing sources 20,550              27,431              6,881                

Net change in fund balances (306,288)$         238,652$          544,940$          

Variance with 

Final Budget - 

Over (Under)

 
Actual revenues were approximately $443,000, or 2.1%, over budget. This variance was primarily in 

revenues from state sources due to conservative budgeting for general education and special education 

aids. Local property tax revenues were also over budget due to conservative budgeting. 
 

Actual expenditures came in approximately $95,000, or 0.5%, under budget. This was primarily in sites 

and buildings expenditures due to the District budgeting for several projects including HVAC and 

fieldhouse painting and tuckpointing, which did not occur in 2019 but will be started in 2020.  
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Independent School District No. 51 

Financial Analysis 

 

 

GENERAL FUND EXPENDITURES  

 

The graphs below show General Fund expenditures by function as a percentage of total expenditures for 

both 2019 and 2018. Expenditures by function remained fairly consistent with the prior year. The 

District spent 67% of its funds on instruction in 2019 compared to 68% in 2018. 
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Independent School District No. 51 

Financial Analysis 

 

 

REVENUES PER ADM SERVED  

 

Revenues per student (ADM served) for all funds are summarized as follows: 

 

ISD No. 51 Foley 2015* 2016* 2017* 2018* 2019 (est.)

General Fund 9,453$          9,858$          10,262$        10,414$          10,952$         

Food Service 588               626               655               672                 688                

Community Service 252               282               301               293                 301                

Building Construction -                   5                   8                   3                     6                    

Debt Service 1,868            1,943            1,985            2,232              2,013             

Total Revenues Per Student 12,161$        12,714$        13,211$        13,614$          13,960$         

Average for Similar Sized Districts 2015** 2016** 2017** 2018**

General Fund 10,869$        11,208$        11,470$        11,797$          

Food Service 531               558               557               554                 

Community Service 392               423               460               462                 

Building Construction 5                   22                 30                 42                   

Debt Service 1,020            1,070            1,175            1,148              

Total Revenues Per Student 12,817$        13,281$        13,692$        14,003$          

Average for All Districts 2015** 2016** 2017** 2018**

General Fund 11,614$        12,047$        12,364$        12,691$          

Food Service 517               543               554               553                 

Community Service 525               562               595               607                 

Building Construction 94                 108               66                 55                   

Debt Service 1,002            991               1,156            1,162              

Total Revenues Per Student 13,752$        14,251$        14,735$        15,068$          

*  Source: School District Profiles 

** Source: School District Profiles – Average expenditures per ADM served for the 1,000-1,999 group 

for 2015 through 2018 for all districts in the state  

 

As seen in the above charts, the District's total revenues per ADM served were slightly below the 

average for similar sized districts from 2015 to 2018 due to significantly lower revenues in the General 

Fund. 

 

The District's total revenues per ADM served increased each of the last five years. In 2019, revenues per 

ADM served increased $346. This increase was primarily in the General Fund due to the increase in 

revenue as noted earlier.  
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Independent School District No. 51 

Financial Analysis 

 

 

REVENUES PER ADM SERVED (CONTINUED) 
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Independent School District No. 51 

Financial Analysis 

 

 

EXPENDITURES PER ADM SERVED  

 

Expenditures per student (ADM served) for all funds are summarized as follows: 

ISD No. 51 Foley 2015* 2016* 2017* 2018* 2019 (est.)

General Fund 9,252$          10,282$        11,074$        10,455$          10,844$         

Food Service 576               629               717               638                 672                

Community Service 246               278               292               308                 346                

Building Construction 98                 147               215               313                 153                

Debt Service 1,887            1,929            1,916            2,073              2,219             

Total Expenditures Per Student 12,059$        13,265$        14,214$        13,787$          14,234$         

Average for Similar Sized Districts 2015** 2016** 2017** 2018**

General Fund 10,665$        10,908$        11,169$        11,549$          

Food Service 532               543               547               553                 

Community Service 416               438               461               488                 

Building Construction 1,174            1,222            1,957            1,724              

Debt Service 1,837            2,396            1,585            1,590              

Total Expenditures Per Student 14,624$        15,507$        15,719$        15,904$          

Average for All Districts 2015** 2016** 2017** 2018**

General Fund 11,527$        11,956$        12,249$        12,596$          

Food Service 525               539               546               550                 

Community Service 521               550               579               606                 

Building Construction 949               1,405            1,785            1,799              

Debt Service 1,406            1,433            1,382            1,342              

Total Expenditures Per Student 14,928$        15,883$        16,541$        16,893$          

*  Source: School District Profiles 

**Source: School District Profiles – Average expenditures per ADM served for the 1,000-1,999 group 

for 2015 through 2018 for all districts in the state 

 

Fluctuations in the District's total expenditures per student are due to a variation of capital and debt 

service expenditures occurring over the five year period. The District's expenditures per ADM served in 

the General Fund have been below the state-wide average and the average for similar-sized districts in 

each of the years presented.  

 

In 2019, the District's expenditures per student increased $447 due to increases in salaries and benefits 

for cost of living increases and hiring additional paraprofessionals. The higher expenditures per student 

in the General Fund in 2017 was due to the contribution made in 2017 from the General Fund to the 

OPEB Revocable Trust Fund for future retiree health insurance costs. 
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EXPENDITURES PER ADM SERVED (CONTINUED) 
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GENERAL FUND OPERATIONS 

 

The following table presents five years of comparative operating results for the District's General Fund: 

For the Year Ended June 30, 2015 2016 2017 2018 2019

Revenues 17,389,785$  18,364,360$  19,836,868$  20,194,962$  21,309,383$  

Expenditures 17,053,129 19,158,684 21,412,113 20,288,030 21,098,162

Excess of revenues over

  (under) expenditures 336,656 (794,324) (1,575,245) (93,068) 211,221

Other financing sources 30,993            3,832              8,683              42,822            27,431            

Fund balance, July 1 6,320,857 6,688,506 5,898,014 4,331,452 4,281,206

Total Fund Balance, June 30 6,688,506      5,898,014      4,331,452      4,281,206      4,519,858      

Less nonspendable fund balances 38,603            32,570            23,254            39,014            75,111            

Less restricted fund balances 1,185,877      525,844         416,933         316,011         539,773         

Less committed fund balances 1,700,597      1,900,597      -                     -                     -                     

Less assigned fund balances 370,880         452,862         530,055         498,445         473,088         

Unassigned Fund Balance, June 30 3,392,549$    2,986,141$    3,361,210$    3,427,736$    3,431,886$    

As previously stated, in 2019, revenues increased over $1,100,000 while expenditures increased 

approximately $810,000. Fund balance increased $238,652 as a result of 2019 operations.  

 

The increase in revenues was discussed previously. The increase in expenditures was due to increases in 

salaries and benefits for cost of living increases and hiring additional paraprofessionals. 

 

At June 30, 2019, the District's General Fund unassigned fund balance was approximately 16% of 2019 

expenditures or approximately two months' of expenditures based on 2019 spending levels.  
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GENERAL FUND FINANCIAL POSITION 

 

The graph below shows the District's General Fund cash and investments balance and unassigned fund 

balance over the last five years. In 2017, the District contributed $1,900,597 of committed fund balance 

to its OPEB Revocable Trust Fund, which resulted in a significant decrease in cash and investments but 

did not affect the unassigned fund balance. Both cash and investments and unassigned fund balance 

increased in 2019 as a result of positive operations.  
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FOOD SERVICE FUND 

 

The following table presents five years of comparative operating results for the District's Food Service 

Fund: 

For the Year Ended June 30, 2015 2016 2017 2018 2019

Revenues 1,083,070$    1,166,004$    1,263,369$    1,300,550$    1,338,867$    

Expenditures 1,062,422 1,171,202 1,382,819 1,234,275 1,307,101

Excess of revenues over

  (under) expenditures 20,648 (5,198) (119,450) 66,275 31,766

Fund balance, July 1 266,285 286,933 281,735 162,285 228,560

Fund Balance, June 30 286,933$       281,735$       162,285$       228,560$       260,326$       

The District's Food Service fund balance increased again in 2019. In 2019, revenues increased 

approximately $38,000 while expenditures increased approximately $73,000. Revenues increased due to 

an increase in meal prices and reimbursement rates, while expenditures increased due primarily to the 

purchase of kitchen equipment and kitchen improvements as well as cost of living increases. The fund 

balance at June 30, 2019, would be enough to cover over one and one-half months of expenditures based 

upon amounts spent in 2019. The Minnesota State Department of Education (MDE) monitors this fund 

to ensure the net cash fund balance does not exceed three months' expenditures (based on a nine month 

year).  

 

The chart below reflects the number and type of meals served to students over the past three years, 

including lunch and breakfast. 

2017* 2018* 2019 (est.)

Full-Priced Meals 207,411 215,083 212,004

Reduced Meals 39,746 38,913 36,171

Free Meals 80,119 72,240 76,039

 -
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 200,000

 250,000

 300,000

 350,000
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* Source: Food and Nutrition Services: District Financial Report by the MDE 
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COMMUNITY SERVICE FUND 

 

The following table presents five years of comparative operating results for the District's Community 

Service Fund. 

For the Year Ended June 30, 2015 2016 2017 2018 2019

Revenues 464,388$       526,203$       580,549$       565,906$       586,420$       

Expenditures 453,978 517,355 562,008 595,464 673,164

Excess of revenues over

  (under) expenditures 10,410 8,848 18,541 (29,558) (86,744)

Fund balance, July 1 79,820 90,230 99,078 117,619 88,061

Fund Balance, June 30 90,230$         99,078$         117,619$       88,061$         1,317$            

In 2019, revenues increased approximately $21,000, while expenditures increased approximately 

$78,000. Revenues increased due to an increase in tuition and state aid entitlements. Expenditures 

increased primarily due to increases in salaries for education assistant hours, teacher hours and cost of 

living increases.  

 

Due to the Community Service Fund balance consisting of numerous programs, we recommend the 

District continue to analyze each program annually to determine how well it is operating.  
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The following is a brief summary of current legislative changes and issues affecting the funding of 

Minnesota school districts. More detailed and extensive summaries are available from the Minnesota 

Department of Education (MDE).  

 

STATE AID APPROPRIATIONS  

 

The formula allowance for 2019 General Education Aid was increased $124 (2%) to $6,312. For 2020 

and 2021, the formula allowance is set at $6,438 and $6,567, respectively, which is an increase of 2% 

each year.  

 

COMPENSATORY REVENUE 

 

The compensatory pilot grants have been added permanently to regular compensatory revenue at the 

2017 level. A percentage of the total compensatory revenue (regular plus pilot grant) must be used for 

extended time activities. This percentage was 3.5% for 2019. For 2020 and 2021, this percentage 

increases based on the 2% increases each year in the formula allowance to 5.5% and 7.5%, respectively.  

 

SPECIAL EDUCATION 

 

Beginning in 2020, cross subsidy reduction aid will be established as a new component of the special 

education aid formula. Cross subsidy reduction aid will be a percentage of each district's initial cross 

subsidy for the prior fiscal year – 2.6% for 2020 and 6.43% for 2021 and later. The tuition rate paid by 

the resident school district for open enrolled special education students served by another district or 

charter school will be reduced from 90% to 85% of unfunded costs for 2020 and to 80% for 2021 and 

later. The hold harmless calculation will be adjusted to reduce reliance on the 2016 base and factor in 

current year costs.  

 

For 2020, the special education aid cap is increased to the greater of the current cap or the sum of 56% 

of current year special education program costs plus 100% of current year special education 

transportation cost plus the tuition adjustment. For 2021 and later, the cap is eliminated.  

 

Beginning in 2021, the pupil-driven portion of the initial special education aid formula will reflect 2018 

data. 

 

The special education hold harmless guarantee is limited to the sum of 90% in 2020, 85% in 2021, 80% 

in 2022, and 75% in 2023 and later, of current year special education program costs plus 100% of 

special transportation costs plus the tuition adjustment. The annual inflation adjustment used in the 

calculation of the hold harmless will be reduced by 0.2% per year from 4.6% in 2020 until the inflation 

adjustment reaches 2.0%.  
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PROPERTY TAX BILL 

 

Effective for taxes payable in 2018, there will be a property tax credit on all property classified as 

agricultural. The credit will be equal to 40% of the tax on the property attributable to school district 

bonded debt levies. The credit is increased to 50% for taxes payable in 2020, 55% for taxes payable in 

2021, 60% for taxes payable in 2022, and 70% for taxes payable in 2023 and thereafter. Total amounts 

available state-wide will be $45.2 million in 2020 and $52.5 million in 2021.  

 

The equalizing factor for tier 2 of the operating referendum was increased from $510,000 to $567,000.  

 

BOARD CONTROL OF EXTRACURRICULAR ACTIVITIES 

 

School boards are required to take charge of and control all extracurricular activities. School districts are 

required to reserve revenue raised for extracurricular activities and spend the revenue only for 

extracurricular activities.  

 

SAFE SCHOOLS SUPPLEMENTAL AID  

 

Funding is contingent based on the 2019 closing balance and will be up to $30 million. The aid will be 

allocated among districts and charter schools based on total adjusted ADMs for 2018. The aid will be 

available beginning October 1, 2019, and will be allocated during 2020. Aid must be used for the same 

purposes as the safe schools levy.  

 

VOLUNTARY PREKINDERGARTEN (VPK)/SCHOOL READINESS PLUS 

 

For 2020 and 2021 only, the 4,000 seats currently expiring after 2019 will continue to be funded.  

 

SAFE SCHOOLS REVENUE 

 

Revenue is $54/PU for 2019 and $41.50/PU for 2020 and later with a maximum revenue of $30,000 per 

District for 2019 and later. Districts must annually report safe schools expenditures to MDE by area and 

any new staff positions hired beginning in 2019. 

 

DISPOSAL OF SURPLUS COMPUTERS 

 

School districts are authorized to sell or give surplus computers to charitable organizations for 

educational use or to currently enrolled students who intend to enroll the following year. 

 

ENERGY USE REDUCTIONS AND REPORTING 

 

School districts are required to enter and maintain monthly consumption data into the Minnesota B3 

benchmarking program for each school building.   
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PENSION BILL 

 

Augmentation has been eliminated for TRA members after 12/31/17, and early retirement subsidies have 

been phased out.  

 

Post-retirement cost of living adjustments (COLAs) have been reduced – 

 

1) TRA – lowers the COLA from 2% to 1% for 5 years; then the rate will increase by 0.1% each 

year until it reaches 1.5% 

2) PERA – the increase will be 50% of the increase for Social Security announced January 1, but 

not less than 0.5% or more than 1.5% 

3) Defers commencement of COLA for early retirees 

 

The rate of interest paid on refunds of employee contributions to former employees has been reduced 

from 4% to 3%. TRA required contributions have increased to 7.75% for employees effective FY2024. 

Required employer contributions will increase 0.21% for FY2019 to FY2023 and 0.2% in FY2024 until 

a required contribution rate of 8.75% is reached.  

 

Pension adjustment revenue will increase to match the required contribution increases. 
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Executive Summary 

The following is an executive summary of financial and business related updates to assist you in staying 

current on emerging issues in accounting and finance. This summary will give you a preview of the new 

standards that have been recently issued and what is on the horizon for the near future. The most recent 

and significant updates include: 

 

• Accounting Standard Update – GASB Statement No. 84 – Fiduciary Activities – GASB has 

issued GASB Statement No. 84 relating to accounting and financial reporting for fiduciary 

activities. This new statement establishes clarity to determine when a government has fiduciary 

responsibility for a certain activity.  

• Accounting Standard Update – GASB Statement No. 87 – Leases – GASB has issued GASB 

Statement No. 87 relating to accounting and financial reporting for leases. This new statement 

establishes a single model for lease accounting based on the principle that leases are financing of 

the right to use an underlying asset.  

 

The following are extensive summaries of each of the current updates. As your continued business 

partner, we are committed to keeping you informed of new and emerging issues. We are happy to 

discuss these issues with you further and their applicability to your District.  

 

ACCOUNTING STANDARD UPDATE – GASB STATEMENT NO. 84 – FIDUCIARY 

ACTIVITIES  

 

The objective of this Statement is to improve guidance regarding the identification of fiduciary activities 

for accounting and financial reporting purposes and how those activities should be reported.  

 

This Statement establishes criteria for identifying fiduciary activities of all state and local governments. 

The focus of the criteria generally is on (1) whether a government is controlling the assets of the 

fiduciary activity and (2) the beneficiaries with whom a fiduciary relationship exists. Separate criteria 

are included to identify fiduciary component units and postemployment benefit arrangements that are 

fiduciary activities. An activity meeting the criteria should be reported in a fiduciary fund in the basic 

financial statements. Governments with activities meeting the criteria should present a statement of 

fiduciary net position and a statement of changes in fiduciary net position. An exception to that 

requirement is provided for a business-type activity that normally expects to hold custodial assets for 

three months or less.  

 

GASB Statement No. 84 describes four fiduciary funds that should be reported, if applicable: (1) 

pension (and other employee benefit) trust funds, (2) investment trust funds, (3) private-purpose trust 

funds, and (4) custodial funds. Custodial funds generally should report fiduciary activities that are not 

held in a trust or equivalent arrangement that meets specific criteria.  
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ACCOUNTING STANDARD UPDATE – GASB STATEMENT NO. 84 – FIDUCIARY 

ACTIVITIES (CONTINUED) 

 

This Statement also provides for recognition of a liability to the beneficiaries in a fiduciary fund when 

an event has occurred that compels the government to disburse fiduciary resources. Events that compel a 

government to disburse fiduciary resources occur when a demand for the resources has been made or 

when no further action, approval, or condition is required to be taken or met by the beneficiary to release 

the assets. 

 

GASB Statement No. 84 is effective for reporting periods beginning after December 15, 2018. Earlier 

application is encouraged. 

 

Information provided above was obtained from www.gasb.org. 

 

ACCOUNTING STANDARD UPDATE – GASB STATEMENT NO. 87 – LEASES  

 

The objective of this Statement is to better meet the information needs of financial statement users by 

improving accounting and financial reporting for leases by governments. This Statement increases the 

usefulness of governments' financial statements by requiring recognition of certain lease assets and 

liabilities for leases that previously were classified as operating leases and recognized as inflows of 

resources or outflows of resources based on the payment provisions of the contract. It establishes a 

single model for lease accounting based on the foundational principle that leases are financings of the 

right to use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability 

and an intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a 

deferred inflow of resources, thereby enhancing the relevance and consistency of information about 

governments' leasing activities.  

 

A lease is defined as a contract that conveys control of the right to use another entity's nonfinancial asset 

(the underlying asset) as specified in the contract for a period of time in an exchange or exchange-like 

transaction. Examples of nonfinancial assets include buildings, land, vehicles, and equipment. Any 

contract that meets this definition should be accounted for under the leases guidance, unless specifically 

excluded in this Statement.  

 

A short-term lease is defined as a lease that, at the commencement of the lease term, has a maximum 

possible term under the lease contract of 12 months (or less), including any options to extend, regardless 

of their probability of being exercised. Lessees and lessors should recognize short-term lease payments 

as outflows of resources or inflows of resources, respectively, based on the payment provisions of the 

lease contract.  
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ACCOUNTING STANDARD UPDATE – GASB STATEMENT NO. 87 – LEASES 

 (CONTINUED) 

 

A lessee should recognize a lease liability and a lease asset at the commencement of the lease term, 

unless the lease is a short-term lease or it transfers ownership of the underlying asset. The lease liability 

should be measured at the present value of payments expected to be made during the lease term (less any 

lease incentives). The lease asset should be measured at the amount of the initial measurement of the 

lease liability, plus any payments made to the lessor at or before the commencement of the lease term 

and certain direct costs. A lessee should reduce the lease liability as payments are made and recognize 

an outflow of resources (for example, expense) for interest on the liability. The lessee should amortize 

the lease asset in a systematic and rational manner over the shorter of the lease term or the useful life of 

the underlying asset. The notes to financial statements should include a description of leasing 

arrangements, the amount of lease assets recognized, and a schedule of future lease payments to be 

made. 

 

A lessor should recognize a lease receivable and a deferred inflow of resources at the commencement of 

the lease term, with certain exceptions for leases of assets held as investments, certain regulated leases, 

short-term leases, and leases that transfer ownership of the underlying asset. A lessor should not 

derecognize the asset underlying the lease. The lease receivable should be measured at the present value 

of lease payments expected to be received during the lease term. The deferred inflow of resources 

should be measured at the value of the lease receivable plus any payments received at or before the 

commencement of the lease term that relate to future periods. A lessor should recognize interest revenue 

on the lease receivable and an inflow of resources (for example, revenue) from the deferred inflows of 

resources in a systematic and rational manner over the term of the lease. The notes to financial 

statements should include a description of leasing arrangements and the total amount of inflows of 

resources recognized from leases.  

 

GASB Statement No. 87 is effective for reporting periods beginning after December 15, 2019. Earlier 

application is encouraged.  

 

Information provided above was obtained from www.gasb.org. 

 

 


