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INDEPENDENT AUDITOR’S REPORT 
 
 
 
To the School Board of 
  Independent School District No. 199 
Inver Grove Heights, Minnesota 
 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information of Independent School District No. 199, Inver Grove 
Heights, Minnesota (the District) as of and for the year ended June 30, 2009, which collectively comprise 
the District’s basic financial statements as listed in the table of contents.  These financial statements are 
the responsibility of the District’s management.  Our responsibility is to express opinions on these 
financial statements based on our audit.  The prior year partial comparative information presented has 
been derived from the District’s 2008 financial statements and, in our report dated October 27, 2008, we 
expressed unqualified opinions on the respective financial statements of the governmental activities, each 
major fund, and the aggregate remaining fund information. 
 
We conducted our audit 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.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements.  An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate remaining 
fund information of the District as of June 30, 2009, and the respective changes in financial position and 
cash flows, where applicable, thereof and the budgetary comparison for the General Fund for the year 
then ended, in conformity with accounting principles generally accepted in the United States of America. 
 
As described in Note 1 of the notes to basic financial statements, the District has implemented 
Governmental Accounting Standards Board Statement No. 45, “Accounting and Financial Reporting by 
Employers for Post-Employment Benefits Other Than Pensions,” during the year ended June 30, 2009. 
 
The financial statements include prior year partial comparative information, which does not include all of 
the information required in a presentation in conformity with accounting principles generally accepted in 
the United States of America.  Accordingly, such information should be read in conjunction with the 
District’s financial statements for the year ended June 30, 2008, from which it was derived. 
 

(continued) 
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The management of Independent School District No. 199, Inver Grove Heights, Minnesota (the District) 
has provided readers of the District’s financial statements with this narrative overview and analysis of its 
financial activities for the fiscal year ended June 30, 2009.  We encourage readers to consider the 
information presented here in conjunction with the other components of the District’s comprehensive 
annual financial report, including the letter of transmittal located in the introductory section. 
 
 
FINANCIAL HIGHLIGHTS 
 
The District’s assets exceeded its liabilities at June 30, 2009 by $11,921,617 (net assets).  The unrestricted 
portion of assets was $4,457,391.  The District also had $2,367,912 of net assets available to meet its 
ongoing obligations, but restricted for specific uses.  Total net assets increased by $152,055 from current 
year activities. 
 
The District adopted Governmental Accounting Standards Board (GASB) Statement No. 45, “Accounting 
and Financial Reporting by Employers for Post-Employment Benefits Other Than Pensions,” during the 
year.  This change in accounting principle increased the District’s beginning net assets by $4,395,689 due 
to the elimination of the estimated liability the District had reported for other post-employment benefits 
(OPEB) prior to the implementation of this new standard.  This change primarily affected unrestricted net 
assets. 
 
The District issued $9,220,000 G.O. Taxable OPEB Bonds Series 2009A.  The proceeds were contributed 
to a revocable trust established to finance its OPEB liability.  The assets of this revocable trust are 
accounted for in a new internal service fund created by the District. 
 
At June 30, 2009, the District’s governmental funds reported a combined ending fund balance of 
$7,814,701, a decrease of $948,868 from the prior year.  This decrease was primarily the result of the 
District spending approximately $2.1 million for capital improvements from the remaining proceeds of a 
$33 million building bond issue sold in 2005. 
 
The District’s General Fund, its primary operating fund, closed the fiscal year with an unreserved fund 
balance of $4,801,090, which represents approximately 10.4 percent of annual General Fund 
expenditures, based on fiscal 2009 expenditure levels. 
 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis is intended to serve as an introduction to the District’s basic financial 
statements.  The basic financial statements consist of the following three components:  the 
government-wide financial statements, fund financial statements, and the notes to basic financial 
statements.  This report also contains other supplementary information in addition to the basic financial 
statements. 
 
Government-Wide Statements 
 
The government-wide statements (Statement of Net Assets and Statement of Activities) report 
information about the District as a whole using accounting methods similar to those used by private sector 
companies.  The Statement of Net Assets includes all of the District’s assets and liabilities.  All of the 
current year’s revenues and expenses are accounted for in the Statement of Activities regardless of when 
cash is received or paid. 
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The two government-wide statements report the District’s net assets and how they have changed.  Net 
assets—the difference between the District’s assets and liabilities—is one way to measure the District’s 
financial health or position. 
 

• Over time, increases or decreases in the District’s net assets are indicators of whether its financial 
position is improving or deteriorating, respectively. 
 

• To assess the overall health of the District requires consideration of additional non-financial 
factors, such as changes in the District’s property tax base and the condition of school buildings 
and other facilities. 

 
In the government-wide financial statements the District’s activities are all shown in one category titled 
“governmental activities.”  These activities, including regular and special education, transportation, 
administration, food services, and community education, are primarily financed with state aids and 
property taxes. 
 
Fund Financial Statements 
 
The fund financial statements provide more detailed information about the District’s funds, focusing on 
its most significant or “major” funds, rather than the District as a whole.  Funds (Food Service and 
Community Service Special Revenue) that do not meet the threshold to be classified as major funds are 
called “nonmajor” funds.  Detailed financial information for nonmajor funds can be found in the 
combining and individual fund statements and schedules section. 
 
Funds are accounting devices the District uses to keep track of specific sources of funding and spending 
on particular programs.  Minnesota schools must establish funds within the guidelines of the state’s 
Uniform Financial Accounting and Reporting Standards. 
 
The District maintains the following types of funds: 
 

Governmental Funds – The District’s basic services are included in governmental funds, which 
generally focus on:  1) how cash and other financial assets that can readily be converted to cash flow 
in and out, and 2) the balances left at year-end that are available for spending.  Consequently, the 
governmental fund statements provide a detailed short-term view that helps to determine whether 
there are more or less financial resources that can be spent in the near future to finance the District’s 
programs.  Because this information does not encompass the additional long-term focus of the 
government-wide statements, we provide additional information (reconciliation schedules) 
immediately following the governmental fund statements that explain the relationship (or differences) 
between these two types of financial statement presentations. 
 
Proprietary Funds – Proprietary fund statements offer short-term and long-term financial 
information about the activities the District operates like businesses.  Proprietary fund statements 
provide the same type of information as the government-wide financial statements, only in more 
detail.  The District maintains one type of proprietary fund, internal service funds, which are used to 
accumulate and allocate costs internally among the District’s various functions.  The District’s two 
internal service funds account for its post-employment employee benefit liabilities.  These activities 
have been included within governmental activities in the government-wide financial statements.   
 
Fiduciary Funds – The District is the trustee, or fiduciary, for assets that belong to other 
organizations.  The District is responsible for ensuring that the assets reported in these funds are used 
only for their intended purposes and by those to whom the assets belong.  All of the District’s 
fiduciary activities are reported in a separate Statement of Fiduciary Net Assets and a Statement of 
Changes in Fiduciary Net Assets.  We exclude these activities from the government-wide financial 
statements because the District cannot use these assets to finance its operations. 
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FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE 
 
Table 1 is a summarized view of the District’s Statement of Net Assets: 
 

2009 2008

Assets
Current and other assets 33,428,669$       24,655,871$       
Capital assets, net of depreciation 42,930,064         42,553,332         

     Total assets 76,358,733$      67,209,203$       

Liabilities
Current and other liabilities 15,929,517$       15,331,323$       
Long-term liabilities, including due within one year 48,507,599         44,504,007         

     Total liabilities 64,437,116$      59,835,330$       

Net assets
Invested in capital assets, net of related debt 5,096,314$         5,638,108$         
Restricted 2,367,912           2,403,846           
Unrestricted 4,457,391           (668,081)             

     Total net assets 11,921,617$      7,373,873$         

Table 1
Summary of Net Assets

as of June 30, 2009 and 2008

 
The District’s financial position is the product of many factors.  For example, the determination of the 
District’s investment in capital assets, net of related debt involves many assumptions and estimates, such 
as current and accumulated depreciation amounts.  A conservative versus liberal approach to depreciation 
estimates, as well as capitalization policies, will produce a significant difference in the calculated 
amounts.  The District’s total net assets increased by $152,055 during the year ended June 30, 2009.  In 
addition, net assets increased by $4,395,689 due to a change in accounting principle as the District 
implemented GASB Statement No. 45 during the year. 
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Table 2 presents a condensed version of the Change in Net Assets of the District: 
 

2009 2008

Revenues   
Program revenues

Charges for services 3,547,574$         3,302,566$         
Operating grants and contributions 5,642,691           6,622,615           

General revenues
Property taxes 10,229,785         9,140,273           
General grants and aids 24,939,865         24,160,613         
Other 953,432              983,437              

Total revenues 45,313,347         44,209,504         

Expenses
Administration 1,568,100           1,267,400           
District support services 1,028,899           1,026,514           
Elementary and secondary regular instruction 16,499,940         16,638,409         
Vocational education instruction 392,126              411,009              
Special education instruction 7,398,059           8,388,707           
Instructional support services 2,541,338           2,370,339           
Pupil support services 3,189,324           2,971,179           
Sites and buildings 5,583,255           8,226,708           
Fiscal and other fixed cost programs 80,594                102,736              
Food service 1,690,081           1,678,391           
Community service 2,120,802           2,021,807           
Unallocated depreciation 1,137,350           690,032              
Interest and fiscal charges 1,931,424           1,715,119           

Total expenses 45,161,292         47,508,350         

Change in net assets 152,055$           (3,298,846)$        

Table 2
Change in Net Assets

for the Years Ended June 30, 2009 and 2008

 
 
This statement is presented on an accrual basis of accounting, and it includes all of the governmental 
activities of the District.  This statement includes depreciation expense, but excludes capital asset 
purchase costs, debt proceeds, and the repayment of debt principal. 
 
Revenues in fiscal year 2009 increased $1,103,843.  Most of the increase was in property tax revenue, 
which was over $1 million higher than last year due to increases in the Health and Safety Levy 
($800,000); the Building Lease Levy ($92,000); and a lease levy passed through to Intermediate School 
District No. 917 for the newly constructed Alliance Education Center ($74,000). 
 
Total expenses for fiscal year 2009 decreased by $2,347,058 or 4.9 percent from the previous year.  The 
most significant change was a decrease of about $2.6 million in sites and buildings program costs, as the 
District had a number of significant non-capitalized repair and maintenance projects in the prior year.  
The decrease of nearly $1 million in the special education program area was due to a change in the way 
the District is charged for its students attending a cooperative special education program.  In prior years, 
the District was charged tuition for these services.  The costs are now recovered through a reduction to the 
state special education aid the District receives.  Conversely, the District’s depreciation expense increased 
by about $453,000 due the District adding a significant amount of new capital assets the last few years, 
which were financed with $33 million of building bonds issued in 2005. 
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Figures A and B show further analysis of these revenue sources and expense functions: 
 

Figure A – Sources of Revenue for Fiscal Years 2009 and 2008 
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The largest share of the District’s revenue is received from the state, including the aid formula and most 
of the capital and operating grants.  This means that the District’s financial condition depends 
significantly on the state’s current financial condition.   
 
Revenue from property taxes increased due to the levy increases discussed earlier.  General grants and 
aids were also higher than last year, mainly in general education because of higher enrollment than 
anticipated.  Operating grants and contributions declined from the prior year due to the change in special 
education tuition billing discussed previously. 
 



-8- 

Figure B – Expenses for Fiscal Years 2009 and 2008 
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The District’s expenses are predominately related to educating students.  Approximately 66.4 percent of 
the District’s 2009 expenses were in categories directly related to providing instruction, which includes:  
elementary and secondary regular instruction, vocational education instruction, special education 
instruction, instructional support services, and pupil support services.  
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FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS 
 
The financial performance of the District as a whole is also reflected in its governmental funds.  Table 3 
shows the change in total fund balances of each of the District’s governmental funds: 
 

  
Increase Total Percent

2009 2008 (Decrease) Change

Major funds
General 5,904,725$    4,818,927$    1,085,798$     22.5%         
Capital Projects – 
  Building Construction 193,387         2,273,852      (2,080,465)      (91.5%)        
Debt Service 590,200         498,963         91,237            18.3%         

Nonmajor funds
Food Service Special Revenue 781,891         670,265         111,626          16.7%         
Community Service Special Revenue 344,498         501,562         (157,064)         (31.3%)        

Total governmental funds 7,814,701$   8,763,569$   (948,868)$      (10.8%)       

Table 3
Governmental Fund Balances
as of June 30, 2009 and 2008

 
The increase in the General Fund was mainly attributable to the increase in revenues due to the District’s 
enrollment being higher than expected.  The Capital Projects – Building Construction Fund decrease was 
due to the completion of the remaining improvement projects approved with the issuance of the District’s 
2005 building bonds.   The increase in the Debt Service Fund was attributable to levying 105 percent of 
the required Debt Service Fund for bonds payable.   
 
Analysis of the General Fund  
 
Table 4 summarizes the amendments to the General Fund budget: 
 

Increase
Original Budget Final Budget (Decrease) Percent Budget

Revenue 38,756,408          36,338,838        (2,417,570)         (6.2%)                  

Expenditures 39,684,676          45,890,384        6,205,708          15.6%                 

Other sources –$                        9,127,800          9,127,800          N/A

N/A – Not Available

Table 4
General Fund

Budget
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The District is required to adopt an operating budget prior to the beginning of its fiscal year, referred to on 
the previous page as the original budget.  In December of each year, it is the District’s practice to amend 
the General Fund budget for known significant changes in circumstances, such as:  updated enrollment 
estimates, legislation changes, additional funding received from grants or other local sources, staffing 
changes, employee contract settlements, health insurance premium increases, special education tuition 
changes, or utility rate changes.  Recently, in addition to the annual December amendment, the District 
has found it necessary to amend the federal program budgets in March. 
 
The District increased its budgeted expenditures and other financing sources due to the issuance of 
$9.2 million of OPEB bonds, the proceeds of which were allocated to the General Fund and special 
revenue funds, and subsequently contributed to the revocable OPEB trust discussed earlier. 
 
Table 5 summarizes the operating results of the General Fund: 
 

2009 Actual Amount Percent Amount Percent

Revenue 38,408,822$   2,069,984$     5.7%        866,223$        2.3%        

Expenditures 46,216,852     326,468$        0.7%        8,226,045$     21.7%      

Other financing sources (uses) 8,893,828       (233,972)$       (2.6%)       8,893,828$     N/A

Net change in fund balances 1,085,798$    

N/A – Not Available

Over (Under) Final Budget Over (Under) Prior Year

Table 5
General Fund

Operating Results

 
 
General Fund revenues exceeded the final budget for fiscal year 2009 by $2,069,984.  State aid revenue 
exceeded budget by about $1,636,000, which was attributable to the higher enrollment and special 
education state aid discussed earlier.  Revenue from other local sources, including gifts, reimbursements 
from other districts, and medical assistance reimbursements, were about $525,000 higher than budget. 
 
General Fund expenditures and other financing sources both increased significantly in 2009 due to the 
District issuing $9.2 million of taxable OPEB bonds.  The proceeds of these bonds were allocated to the 
District’s General Fund and special revenue funds, which then contributed the proceeds into a revocable 
OPEB trust.  The contributions are reflected as employee benefits expenditures in the governmental fund 
financial statements.  The excess of expenditures over budget was almost entirely due to higher purchased 
service costs for special education than anticipated.  
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CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
Capital Assets 
 
Table 6 shows the District’s capital assets, together with changes from the previous year.  The table also 
shows the total depreciation expense for fiscal years ending June 30, 2009 and 2008: 
 

  
Increase

2009 2008 (Decrease)

Land 421,200$            421,200$            –$                       
Buildings and improvements 56,212,325         33,979,379         22,232,946         
Furniture and equipment 2,161,858           2,006,335           155,523              
Construction in progress –                         20,982,432         (20,982,432)        
Less accumulated depreciation (15,865,319)        (14,836,014)        (1,029,305)          

Total 42,930,064$      42,553,332$      376,732$            

Depreciation expense 1,255,170$        802,244$           452,926$            

Table 6
Capital Assets

 
 
The most significant changes in capital assets were due to the District completing a number of building 
improvement projects in 2009 that were in progress in the previous year. 
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Long-Term Liabilities 
 
Table 7 illustrates the components of the District’s long-term liabilities, together with the change from the 
prior year: 
 

Increase
2009 2008* (Decrease)

46,530,000$  38,310,000$  8,220,000$    
Special assessments payable 143,750         156,250         (12,500)          
Capital leases payable 380,000         159,924         220,076         
Severance payable 1,453,849      1,482,144      (28,295)          

Total 48,507,599$ 40,108,318$ 8,399,281$    

*

Table 7
Outstanding Long-Term Liabilities

General obligation bonds payable

The balance at June 30, 2008 is as restated for a change in accounting principle due to the
District implementing GASB Statement No. 45.

 
 
The general obligation bonds payable in Table 7 are mainly the OPEB taxable bonds issued in 2009 and 
capital improvement bonds which were sold in 2005.  The District entered into a new capital lease with 
Apple Computer to continue its adopted computer replacement plan in fiscal year 2009. 
 
The state limits the amount of general obligation debt the District can issue to 15 percent of the market 
value of all taxable property within the District’s corporate limits.  (See Table 8) 
 

District’s market value 2,910,481,100$     
Limit rate 15.0%

Legal debt limit 436,572,165$       

Table 8
Limitations on Debt

 
 
Additional details of the District’s capital assets and long-term debt activity can be found in the notes to 
basic financial statements. 
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FACTORS BEARING ON THE DISTRICT’S FUTURE 
 
With the exception of the voter-approved operating referendum, the District is dependent on the state of 
Minnesota for a majority of its revenue authority.  The general education program is the method by which 
school districts receive the majority of their financial support.  This source of funding is primarily state 
aid and, as such, school districts rely heavily on the state of Minnesota for educational resources.  The 
basic general education formula amount for all Minnesota school districts increased 1 percent to $5,124 
for fiscal year 2009, and will remain at this level for fiscal year 2010 and fiscal year 2011.  A weakened 
economy and growing demand on limited resources have created challenges in funding education for 
Minnesota schools in recent years.  
 
The District had a portion ($364 per pupil unit) of its current excess operating referendum authority 
renewed for 10 years in the state-wide general election in November of 2008.  The second portion 
($480 per pupil unit) of the District’s excess operating referendum authority expires at the end of the 
2012–2013 fiscal year.  The District’s present plan is to ask the electorate to renew this second portion of 
its excess levy authority in conjunction with the November 2011 School Board election.  If unsuccessful, 
the District will place the question on the state-wide general election ballot in November 2012. 
 
The District acted on the state legislation approved in 2008, which created new options for funding its 
OPEB obligations.  The District issued $9,220,000 of general obligation bonds to fund its estimated 
historical OPEB obligation in December of 2008.  Issuing these bonds will help reduce the pressure on 
the District’s operating funds.  The bond proceeds were placed in a revocable trust that will be used to pay 
future OPEB, greatly reducing the amount to be paid from operating funds. 
 
The new law also specified who may be a trust administrator and an investment advisor.  The District 
selected Wells Fargo to be its trust administrator and investment advisor.  In the initial six months 
(1/1/09–6/30/09) investment period, the trust assets earned $350,174 of investment income.  The District 
plans to use $552,315 of the OPEB trust assets in fiscal year 2010 to pay for retiree health obligations. 
 
The cost of providing services for special education students continues to escalate faster than other 
portions of the District’s budget.  In fiscal year 2009, the transportation expenditures for special education 
students increased 16 percent while the transportation expenditures for regular students remained the 
same. 
 
 
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors 
with a general overview of the District’s finances and to demonstrate the District’s accountability for the 
money it receives.  If you have questions about this report or need additional financial information, 
contact the Business Office, Independent School District No. 199, 2990 – 80th Street East, Inver Grove 
Heights, Minnesota 55076. 
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Capital Projects –  
Building

General Fund Construction Fund Debt Service Fund Nonmajor Funds 2009 2008

Assets      
 
Cash and temporary investments 6,806,923$          571,181$             2,068,625$          1,383,643$         10,830,372$       12,374,326$       
Receivables 

Current taxes 3,904,902            –                          1,992,985            132,929              6,030,816           5,835,109           
Delinquent taxes 105,584               –                          37,479                 4,475                  147,538              114,003              
Accounts and interest 49,293                 –                          –                          44,670                93,963                145,653              
Due from other governmental units 4,641,549            –                          31,468                 53,777                4,726,794           4,192,769           

Inventory –                          –                          –                          69,088                69,088                51,679                
Prepaid items 83,303                 –                          –                          730                     84,033                88,730                

Total assets 15,591,554$       571,181$            4,130,557$          1,689,312$        21,982,604$      22,802,269$      
     

Liabilities and Fund Balances  

Liabilities
Salaries and compensated absences payable 1,623,909$          –$                        –$                        37,077$              1,660,986$         1,645,998$         
Accounts and contracts payable 1,988,378            377,794               –                          53,660                2,419,832           2,665,262           
Due to other funds 29,598                 –                          –                          2,210                  31,808                –                         
Due to other governmental units 153,156               –                          –                          12,056                165,212              132,265              
Property taxes levied for subsequent year 5,786,204            –                          3,502,878            390,019              9,679,101           9,415,475           
Deferred revenue – delinquent taxes 105,584               –                          37,479                 4,475                  147,538              114,003              
Unearned revenue –                          –                          –                          63,426                63,426                65,697                

Total liabilities 9,686,829            377,794               3,540,357            562,923              14,167,903         14,038,700

Fund balances
Reserved 1,103,635            –                          –                          342,687              1,446,322           2,596,813           
Unreserved – designated 1,083,225            –                          –                          –                         1,083,225           –                         
Unreserved – undesignated

Reported in major funds 3,717,865            193,387               590,200               –                         4,501,452           5,497,006           
Reported in special revenue funds –                          –                          –                          783,702              783,702              669,750              

Total fund balances 5,904,725            193,387               590,200               1,126,389           7,814,701           8,763,569           
     

Total liabilities and fund balances 15,591,554$       571,181$            4,130,557$          1,689,312$        21,982,604$      22,802,269$      
     

See notes to basic financial statements

as of June 30, 2009
(With Partial Comparative Information as of June 30, 2008)

Total Governmental Funds

INDEPENDENT SCHOOL DISTRICT NO. 199

Balance Sheet
Governmental Funds
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Capital Projects –
Building

General Fund Construction Fund Debt Service Fund Nonmajor Funds 2009 2008

Revenue       
Local sources

Property taxes 7,323,012$          –$                       2,657,911$          215,327$            10,196,250$       9,108,006$         
Investment earnings 99,051                 20,468                 15,639                 27,514                162,672              606,139              
Other 1,697,648            –                         –                         2,531,613           4,229,261           3,841,302           

State sources 27,755,319          –                         122,243               269,279              28,146,841         28,745,668         
Federal sources 1,533,792            –                         –                         630,773              2,164,565           1,807,223           

Total revenue 38,408,822          20,468                 2,795,793            3,674,506           44,899,589         44,108,338         

Expenditures
Current 

Administration 1,950,035            –                         –                         –                        1,950,035           1,448,291           
District support services 1,160,932            –                         –                         –                        1,160,932           1,067,131           
Elementary and secondary regular instruction 21,084,417          –                         –                         –                        21,084,417         16,281,280         
Vocational education instruction 486,383               –                         –                         –                        486,383              411,009              
Special education instruction 9,038,200            –                         –                         –                        9,038,200           8,401,644           
Instructional support services 3,135,025            –                         –                         –                        3,135,025           2,418,803           
Pupil support services 3,633,832            –                         –                         –                        3,633,832           2,955,188           
Sites and buildings  5,440,052            –                         –                         –                        5,440,052           4,882,944           
Fiscal and other fixed cost programs 80,594                 –                         –                         –                        80,594                102,736              
Food service –                         –                         –                         1,849,531           1,849,531           1,678,522           
Community service –                         –                         –                         2,440,545           2,440,545           2,006,623           

Capital outlay –                         2,100,933            –                         61,440                2,162,373           9,121,987           
Debt service

Principal 172,424               –                         1,000,000            –                        1,172,424           823,611              
Interest and fiscal charges 34,958                 –                         1,704,556            –                        1,739,514           1,750,502           

Total expenditures 46,216,852          2,100,933            2,704,556            4,351,516           55,373,857         53,350,271         
     

Excess (deficiency) of revenue over expenditures (7,808,030)          (2,080,465)          91,237                 (677,010)            (10,474,268)        (9,241,933)          

Other financing sources (uses)
Debt issuance 8,588,428            –                         –                         631,572              9,220,000           –                        
Discount on debt issuance (92,200)               –                         –                         –                        (92,200)              –                        
Capital lease 380,000               –                         –                         –                        380,000              –                        
Proceeds from sales of capital assets 17,600                 –                         –                         –                        17,600                29,878                

Total other financing sources (uses) 8,893,828            –                         –                         631,572              9,525,400           29,878                

Net change in fund balances 1,085,798            (2,080,465)          91,237                 (45,438)              (948,868)            (9,212,055)          

Fund balances
Beginning of year 4,818,927            2,273,852            498,963               1,171,827           8,763,569           17,975,624         

End of year 5,904,725$         193,387$            590,200$            1,126,389$        7,814,701$        8,763,569$        
      

See notes to basic financial statements

Year Ended June 30, 2009
(With Partial Comparative Information for the Year Ended June 30, 2008)

Total Governmental Funds

INDEPENDENT SCHOOL DISTRICT NO. 199

Statement of Revenue, Expenditures, and Changes in Fund Balances
Governmental Funds

Pages 19 and 20













































































































SECTION III 
 

STATISTICAL SECTION 
 

(UNAUDITED) 





2003 2004 2005 2006 2007 2008 2009

Governmental activities
Invested in capital assets,
  net of related debt 9,050,435$   8,971,475$   9,484,215$   9,599,138$   8,703,834$   5,638,108$   5,096,314$   
Restricted 4,558,185     4,570,916     4,276,132     3,507,716     2,757,107     2,403,846     2,367,912     
Unrestricted (17,764)         526,710        1,400,158     (676,123)       (788,222)       (668,081)       4,457,391     

Total governmental 
  activities net assets 13,590,856$ 14,069,101$ 15,160,505$ 12,430,731$ 10,672,719$ 7,373,873$  11,921,617$

Note: 

Net Assets by Component
Last Seven Fiscal Years

(Accrual Basis of Accounting)

The District implemented GASB Statement No. 34 in fiscal 2003. This information is not available for
previous fiscal years.

Fiscal Year

INDEPENDENT SCHOOL DISTRICT NO. 199

Page 66 and 67



2003 2004 2005 2006 2007 2008 2009

Governmental activities
Expenses

Administration 1,395,438$   1,506,222$   1,476,669$   1,744,068$   1,568,141$   1,267,400$   1,568,100$   
District support services 812,396        867,658        960,767        969,215        1,028,908     1,026,514     1,028,899     
Elementary and secondary regular instruction 14,435,976   15,519,245   14,925,614   16,438,321   15,941,838   16,638,409   16,499,940   
Vocational education instruction 132,594        125,145        132,070        160,949        213,260        411,009        392,126        
Special education instruction 6,558,636     6,840,966     6,798,512     7,189,364     7,738,399     8,388,707     7,398,059     
Instructional support services 1,717,674     1,998,336     2,036,782     2,557,678     2,315,947     2,370,339     2,541,338     
Pupil support services 2,614,115     2,654,854     2,861,403     2,935,944     2,861,214     2,971,179     3,189,324     
Sites and buildings 4,267,917     4,014,781     3,673,839     4,743,900     7,337,423     8,226,708     5,583,255     
Fiscal and other fixed cost programs 142,253        166,037        172,638        170,317        168,440        102,736        80,594          
Food service 1,545,164     1,552,857     1,668,026     1,622,843     1,682,282     1,678,391     1,690,081     
Community service 1,972,189     1,892,069     1,890,187     1,833,799     2,000,399     2,021,807     2,120,802     
Unallocated depreciation 666,564        646,728        654,740        640,108        593,763        690,032        1,137,350     
Interest and fiscal charges on debt 836,852        814,911        777,574        2,005,456     1,757,200     1,715,119     1,931,424     

Total governmental activities expenses 37,097,768   38,599,809   38,028,821   43,011,962   45,207,214   47,508,350   45,161,292   

Program revenues
Charges for services 3,491,117     3,243,681     3,532,261     3,623,661     3,382,704     3,302,566     3,547,574     
Operating grants and contributions 5,502,650     6,150,347     6,181,590     6,186,655     5,846,537     6,622,615     5,642,691     
Capital grants and contributions 23,182          –                  –                  –                  –                  –                  –                  

Total governmental activities 
  program revenues 9,016,949     9,394,028     9,713,851     9,810,316     9,229,241     9,925,181     9,190,265     

Net (expense) revenue (28,080,819) (29,205,781) (28,314,970) (33,201,646) (35,977,973) (37,583,169) (35,971,027) 

General revenues and other changes in net assets
Taxes

Property taxes, levied for general purposes 2,881,536     5,821,753     4,842,108     3,640,097     6,030,960     6,374,827     7,349,291     
Property taxes, levied for community service 63,794          312,345        381,960        133,702        311,020        216,873        215,590        
Property taxes, levied for debt service 1,520,846     1,104,525     1,301,087     391,896        2,344,447     2,548,573     2,664,904     

Unrestricted grants and aids 23,520,147   21,633,328   21,971,430   24,040,267   23,347,968   24,160,613   24,939,865   
Other general revenues 1,299,841     412,969        330,115        424,092        466,095        308,398        410,537        
Investment earnings 421,443        399,106        556,395        1,741,818     1,719,471     675,039        542,895        

Total general revenues and other 
  changes in net assets 29,707,607   29,684,026   29,383,095   30,371,872   34,219,961   34,284,323   36,123,082   

Change in net assets 1,626,788$  478,245$     1,068,125$   (2,829,774)$ (1,758,012)$ (3,298,846)$ 152,055$     

Note: 

INDEPENDENT SCHOOL DISTRICT NO. 199

Changes in Net Assets
Last Seven Fiscal Years

(Accrual Basis of Accounting)

The District implemented GASB Statement No. 34 in fiscal 2003.  This information is not available for previous fiscal years.

Fiscal Year
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

General Fund
Reserved 2,084,438$     2,852,144$     3,361,512$     3,342,260$     3,784,571$     3,511,886$     2,579,813$     2,277,612$     2,094,736$     1,103,635$     
Unreserved 653,514          1,378,800       2,872,646       4,024,153       2,867,159       2,903,381       2,914,956       2,989,523       2,724,191       4,801,090       

Total General Fund 2,737,952$     4,230,944$    6,234,158$    7,366,413$    6,651,730$    6,415,267$     5,494,769$    5,267,135$    4,818,927$    5,904,725$    

All other governmental funds
Reserved 703,020$        7,422,164$     7,521,602$     7,147,495$     7,235,445$     7,304,816$     654,956$        579,176$        502,077$        342,687$        

Unreserved, reported in
Special revenue funds 818,463          914,002          857,210          988,125          1,018,890       988,125          962,888          671,948          699,750          783,702          
Capital projects funds –                    –                    –                    –                    –                    –                    31,541,268     11,109,687     2,273,852       193,387          
Debt service funds 727,611          911,392          383,081          722,824          603,023          686,172          306,832          347,678          498,963          590,200          

Total all other governmental funds 2,249,094$     9,247,558$    8,761,893$    8,858,444$    8,857,358$    8,979,113$     33,465,944$  12,708,489$  3,974,642$    1,909,976$    

Fund Balances of Governmental Funds
Last Ten Fiscal Years

(Modified Accrual Basis of Accounting)

Fiscal Year

INDEPENDENT SCHOOL DISTRICT NO. 199
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Revenues
Local sources

Taxes 11,761,245$   10,315,870$   10,658,736$   4,487,263$     7,261,072$     6,515,876$     4,180,980$     8,672,109$     9,108,006$     10,196,250$   
Investment earnings 276,221          407,393          494,518          421,443          399,106          524,619          1,676,304       1,637,890       606,139          162,672          
Other 2,837,011       3,098,568       3,791,123       4,029,291       3,656,650       3,906,782       4,047,754       3,848,799       3,841,302       4,229,261       

State sources 20,425,986     21,925,484     21,638,188     27,313,644     26,068,679     26,152,864     28,287,342     27,297,876     28,745,668     28,146,841     
Federal sources 1,162,342       1,039,861       1,430,288       1,732,336       1,714,996       1,955,750       1,939,579       1,896,629       1,807,223       2,164,565       

Total revenues 36,462,805     36,787,176     38,012,853     37,983,977     39,100,503     39,055,891     40,131,959     43,353,303     44,108,338     44,899,589     

Expenditures
Current

Administration 1,674,181       1,514,229       1,360,390       1,428,714       1,504,648       1,488,699       1,475,273       1,640,986       1,448,291       1,950,035       
District support services 749,223          781,882          758,460          807,796          865,114          957,265          958,308          1,031,478       1,067,131       1,160,932       
Elementary and secondary regular instruction 13,786,513     13,376,250     13,157,193     14,789,762     15,278,136     15,564,164     15,203,414     15,438,015     16,281,280     21,084,417     
Vocational education instruction 17,978            26,099            80,677            132,594          125,145          132,070          160,949          213,260          411,009          486,383          
Special education instruction 6,209,951       6,074,175       6,040,174       6,456,673       6,926,654       6,924,290       7,252,145       7,762,976       8,401,644       9,038,200       
Instructional support services 1,676,723       1,874,932       2,220,995       1,720,146       1,998,337       2,042,778       2,556,829       2,311,834       2,418,803       3,135,025       
Pupil support services 2,552,584       2,495,315       2,517,802       2,556,416       2,614,666       2,799,914       2,996,724       2,878,685       2,955,188       3,633,832       
Sites and buildings 3,265,810       3,408,861       3,707,003       4,733,126       4,164,862       3,687,982       4,789,336       4,796,627       4,882,944       5,440,052       
Fiscal and other fixed cost programs 134,124          142,232          147,363          142,253          166,037          172,638          170,317          168,440          102,736          80,594            
Food service 1,330,087       1,384,630       1,405,372       1,485,162       1,543,191       1,614,168       1,599,683       1,634,090       1,678,522       1,849,531       
Community service 1,606,347       1,856,154       1,947,152       1,934,213       1,888,769       1,878,801       1,835,889       1,873,041       2,006,623       2,440,545       

Capital outlay 16,269            7,870              162,797          76,025            3,834              88,981            2,568,122       22,083,398     9,121,987       2,162,373       
Debt service

Principal 1,396,606       1,346,606       2,040,871       1,014,842       1,039,800       1,093,187       643,917          724,855          823,611          1,172,424       
Interest and fiscal charges 777,693          811,485          939,511          835,837          816,597          774,662          1,598,826       1,780,707       1,750,502       1,739,514       

Total expenditures 35,194,089     35,100,720     36,485,760     38,113,559     38,935,790     39,219,599     43,809,732     64,338,392     53,350,271     55,373,857     

Excess of revenues over (under) expenditures 1,268,716       1,686,456       1,527,093       (129,582)         164,713          (163,708)         (3,677,773)      (20,985,089)    (9,241,933)      (10,474,268)    

Other financing sources (uses)
Transfers out –                     –                     –                     –                     (1,500,000)      –                     –                     –                     –                     –                     
Proceeds from sale of capital assets –                     –                     –                     826,666          450,000          –                     –                     –                     29,878            17,600            
Bonds issued –                     6,805,000       1,425,000       –                     –                     –                     33,000,000     –                     –                     9,220,000       
Capital leases –                     –                     –                     531,722          169,518          49,000            159,924          –                     –                     380,000          
Premiums on bonds issued –                     –                     –                     –                     –                     –                     784,182          –                     –                     –                     
Discounts on bonds issued –                     –                     (26,680)           –                     –                     –                     –                     –                     –                     (92,200)           
Payments to refunded bond escrow agent –                     –                     (1,407,864)      –                     –                     –                     (6,700,000)      –                     –                     –                     

Total other financing sources (uses) –                     6,805,000       (9,544)             1,358,388       (880,482)         49,000            27,244,106     –                     29,878            9,525,400       

Net change in fund balances 1,268,716$    8,491,456$    1,517,549$    1,228,806$    (715,769)$       (114,708)$      23,566,333$  (20,985,089)$ (9,212,055)$   (948,868)$      

Debt service as a percentage of noncapital
  expenditures 6.2% 6.1% 8.2% 4.9% 4.8% 4.8% 5.4% 5.9% 5.8% 5.5%

INDEPENDENT SCHOOL DISTRICT NO. 199

Changes in Fund Balances of Governmental Funds
Last Ten Fiscal Years

(Modified Accrual Basis of Accounting)

Fiscal Year
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Estimated
Agricultural Non-Agricultural Contribution Distribution Tax Increment Total Market Value

 
2000 60,791$              22,183,257$       (2,565,626)$        3,029,147$         (2,380,256)$        20,327,313$       1,267,680,100$  1.60                %

 
2001 67,123                24,320,557         (3,016,520)          3,275,288           (2,723,769)          21,922,679         1,389,414,412    1.58                

 
2002 59,308                18,823,552         (1,905,545)          2,031,010           (2,348,176)          16,660,149         1,530,821,500    1.09                

2003 80,898                20,701,199         (2,031,456)          2,188,737           (2,797,214)          18,142,164         1,725,871,000    1.05                

2004 78,201                23,037,037         (2,233,100)          2,381,264           (1,243,606)          22,019,796         1,957,405,600    1.12                

2005 119,659              25,837,109         (2,381,465)          2,416,504           (1,367,636)          24,624,171         2,220,321,700    1.11                

2006 135,971              29,650,251         (2,553,746)          2,615,750           (2,010,301)          27,837,925         2,554,381,600    1.09                

2007 102,354              32,506,513         (2,750,325)          2,818,984           (2,206,874)          30,470,652         2,791,586,500    1.09                

2008 90,937                33,970,218         (3,166,165)          3,303,563           (2,402,315)          31,796,238         2,885,381,800    1.10                

2009 103,720              34,600,216         (3,502,411)          3,645,662           (2,494,099)          32,353,088         2,910,481,100    1.11                

Note:

Source:

Collectible

School Tax Report from Minnesota Department of Education

Tax capacity is calculated by applying class rates for specific property classifications (residential,
commercial, etc.) to the assessed market value.  Class rates are periodically changed by the state.

Fiscal Disparities of Estimated
Market Value

For Taxes

Percentage Total
Tax CapacityTax Capacities

INDEPENDENT SCHOOL DISTRICT NO. 199

Tax Capacities and Estimated Market Values
Last Ten Fiscal Years
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Percentage of Percentage of
Type of Property Tax Capacity Rank Tax Capacity Rank

Great Northern Oil Company Utility 1,470,988$    1        4.55             % 1,058,790$    1        4.08             %

Xcel Energy Utility 993,624         2        3.07             997,814         2        3.84             

Koch Refining Company (aka Flint Hills Resources) Refining 827,638         3        2.56             367,873         4        1.42             

I&G Southview, LLC Apartments 425,000         4        1.31             368,750         3        1.42             

PHM Inver Grove, Inc. Apartments 360,784         5        1.12             337,568         6        1.30             

Lake Cove Village Partnership Apartments 359,732 6        1.11             339,072         5        1.31             

Vansouth Limited Partnership Distribution center 306,694         7        0.95             209,348         9        0.81             

Farmers Union Central Exchange Farm supplies/services 303,470         8        0.94             274,670         7        1.06             

Brentwood Hills Limited Partnership Apartments 275,000         9        0.85             –                    –        –                  

Salem Green Limited Partnership Apartments 262,501         10      0.81             225,000         8        0.87             

Private Individual Apartments –                    –        –                  193,750         10      0.75             

Total 5,585,431$   17.27          % 4,372,635$   16.86         %

Note: Information for year prior to 2005 is not available.

Source:  Dakota County

Current Year and Four Years Ago

Total Tax Capacity

2009 2005

Total Tax CapacityTaxpayer

INDEPENDENT SCHOOL DISTRICT NO. 199

Principal Taxpayers
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Property
Local Spread Fiscal Disparities Tax Credits Total Spread Amount Amount

7,953,399$         2,296,548$         2,207,386$         12,457,333$       –$                       –             % –$                       –             %

8,596,275           1,919,023           2,432,666           12,947,964         –                         –             –                         –             

3,751,972           773,437              240,333              4,765,742           –                         –             –                         –             

5,488,978           597,307              214,413              6,300,698           12,304                0.20        –                         –             

5,136,766           848,349              168,742              6,153,857           3,777                  0.06        –                         –             

4,982,993           652,842              132,781              5,768,616           3,471                  0.06        –                         –             

8,003,938           602,565              264,830              8,871,333           12,760                0.14        –                         –             

8,174,214           924,175              237,347              9,335,736           30,744                0.33        –                         –             

9,162,565           1,004,943           265,601              10,433,109         84,482                0.81        –                         –             

9,173,510           1,206,349           265,601              10,645,460         –                         –             6,030,816           56.65      

147,538$            6,030,816$        

Note 1:

Note 2:

Note 3:

Source:

Beginning with the levy collectible in 2002, the general education levy was eliminated 

2001

2003

2004

2005

2006

2007

2008

Delinquent Current
Original Levy

INDEPENDENT SCHOOL DISTRICT NO. 199

Property Tax Levies and Receivables

Percent Percent

Last Ten Fiscal Years

State of Minnesota School Tax Report

For Taxes
Collectible

A portion of the total spread levy is paid through various property tax credits for
residential homestead properties, which are paid through state aids.

2000

2002

Delinquent taxes are written off after seven years.

2009

Uncollected Taxes Receivable as of June 30, 2009
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Less
Gross Debt Service Estimated Net Bonded

Bonded Debt Funds on Hand Net Bonded Debt Tax Capacity Population Debt per Capita

13,025,000$     727,611$          12,297,389$     20,327,313$     60.50            % 30,500              403$                 
  

18,500,000       7,668,558         10,831,442       21,922,679       49.41            29,751              364                   
  

16,505,000       7,166,359         9,338,641         16,660,149       56.05            30,201              309                   

15,700,000       7,504,447         8,195,553         18,142,164       45.17            30,150              272                   

14,850,000       7,382,990         7,467,010         22,019,796       33.91            30,708              243                   

13,955,000       7,515,590         6,439,410         24,624,171       26.15            31,053              207                   

39,805,000       306,832            39,498,168       27,837,925       141.87          32,193              1,227                

39,105,000       347,678            38,757,322       30,470,652       127.20          33,195              1,168                

38,310,000       498,963            37,811,037       31,796,238       118.92          33,608              1,125                

46,530,000       590,200            45,939,800       32,353,088       142.00          33,917              1,354                

Sources:

2000

Tax Capacity
of Net Debt to

Percentage
Year Ended

June 30,

2001

2004

2002

2003

INDEPENDENT SCHOOL DISTRICT NO. 199

Ratio of Net General Obligation Bonded Debt
to Tax Capacity and Net General Obligation Bonded Debt per Capita

Last Ten Fiscal Years

2005

Population estimates for the City of Inver Grove Heights’ comprehensive annual financial report

2006

2007

2008

Tax capacity information – School Tax Report from Minnesota Department of Education

2009
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

190,152,015$   208,412,162$   229,623,225$   258,880,650$   293,610,840$   333,048,255$   383,157,240$   418,737,975$     432,807,270$     436,572,165$     

12,297,389       10,831,442       9,338,641         8,195,553         7,467,010         6,439,410         39,498,168       38,757,322         37,811,037         45,939,800         

177,854,626$   197,580,720$  220,284,584$  250,685,097$  286,143,830$  855,178,153$   343,659,072$  379,980,653$    394,996,233$    390,632,365$    

Total net debt applicable to
  the limit as a percentage

6.47% 5.20% 4.07% 3.17% 2.54% 1.93% 10.31% 9.26% 8.74% 10.52%

Market value 2,910,481,100$  

Debt limit (15% of market value) 436,572,165       

Debt applicable to limit
General obligation bonds 46,530,000         
Less amount set aside for repayment of
  general obligation debt (590,200)             

Total net debt applicable to limit 45,939,800         

Legal debt margin 390,632,365$    

Note:

Source: Market value – School Tax Report from the Minnesota Department of Education

INDEPENDENT SCHOOL DISTRICT NO. 199

Legal Debt Margin Information
Last Ten Fiscal Years

Debt limit

Legal Debt Margin Calculation for Fiscal Year 2009

Fiscal Year

Under state finance law, the District’s outstanding general obligation debt should not exceed 15 percent of total
market property value. By law, the general obligation debt subject to the limitation may be offset by amounts set
aside for repaying general obligation bonds.

Total net debt applicable to limit

Legal debt margin

  of debt limit
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Employees Rank Employees Rank

1,000               1                4.88                  % 1,000               1                5.02                  %
458                  2                2.23                  469                  2                2.35                  
430                  3                2.10                  350                  3                1.76                  
425                  4                2.07                  343                  4                1.72                  
300                  5                1.46                  300                  5                1.50                  

Wal-Mart 270                  6                1.31                  270                  6                1.36                  
140                  7                0.68                  140                  7                0.70                  
135                  8                0.66                  135                  8                0.68                  
133                  9                0.65                  –                      –                –                       
132                  10              0.64                  130                  9                0.65                  

–                      –                –                       100                  10              0.50                  

Total 3,423             16.68 % 3,237             16.24 %

Note:  Information prior to 2005 is not available.

Source: Minnesota Department of Employment and Economic Development

INDEPENDENT SCHOOL DISTRICT NO. 199

Principal Employers
Current Year and Four Years Ago

Inver Grove Ford

Employer Employment
of Total City
Percentage

City of Inver Grove Heights

Southview Chevrolet

Percentage
of Total City
Employment

2009 2005

Independent School District No. 199
Travel Tags

Cenex/CHS Cooperatives

Lofton Label, Inc.

Inver Hills Community College
Evergreen Industries

Allied Waste Services (aka BFI Waste Services)
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Administration 402$               371$               338$               362$               387$               390$               391$               430$               387$               512$               

District support services 180                 192                 188                 204                 223                 251                 254                 271                 285                 305                 

Elementary and secondary regular instruction 3,308              3,278              3,266              3,743              3,930              4,073              4,028              4,049              4,351              5,531              

Vocational education instruction 4                     6                     20                   34                   32                   35                   43                   56                   110                 128                 

Special education instruction 1,490              1,489              1,500              1,634              1,782              1,812              1,922              2,036              2,245              2,371              

Instructional support services 402                 460                 551                 435                 514                 535                 677                 606                 646                 822                 

Pupil support services 613                 612                 625                 647                 672                 733                 794                 755                 790                 953                 

Sites and buildings 784                 836                 920                 1,198              1,071              965                 1,269              1,258              1,305              1,427              

Fiscal and other fixed cost programs 32                   35                   37                   36                   43                   45                   45                   44                   27                   21                   

Food service 319                 339                 349                 376                 397                 422                 424                 429                 449                 485                 

Community service 385                 455                 483                 490                 486                 492                 486                 491                 536                 640                 

Capital outlay 4                     2                     40                   19                   1                     23                   680                 5,792              2,438              567                 

Debt service 522                 529                 740                 468                 477                 489                 594                 657                 688                 764                 

Total expenditures 8,446$            8,603$           9,058$           9,647$           10,014$         10,264$         11,608$         16,873$         14,257$         14,526$         

Average daily membership 4,167              4,080            4,028            3,951            3,888            3,821             3,774            3,813            3,742            3,812            

Note: Includes all governmental fund expenditures.

Source: Average daily membership – the District’s ADM Summary Report from the Minnesota Department of Education

Last Ten Fiscal Years

Fiscal Year

INDEPENDENT SCHOOL DISTRICT NO. 199

Expenditures per Student (Average Daily Membership)
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INDEPENDENT AUDITOR’S REPORT 
 
 
 
To the School Board, advisors, and students of 
  Independent School District No. 199 
Inver Grove Heights, Minnesota 
 
 
We have audited the statements of cash receipts and disbursements of the extracurricular student activity 
accounts of Independent School District No. 199, Inver Grove Heights, Minnesota (the District) as of and 
for the year ended June 30, 2009.  These financial statements are the responsibility of the District’s 
extracurricular student activity accounts management.  Our responsibility is to express an opinion on 
these financial statements based on our audit. 
 
Except as discussed in the following paragraph, we conducted our audit in accordance with auditing 
standards generally accepted in the United States of America.  Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements.  An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinion. 
 
Because of the design of the accounting system relating to cash receipts and the nature of student 
activities, we were only able to audit cash collections as recorded.  It was not practical for us to extend 
our audit of such cash collections beyond the amounts recorded. 
 
Because these financial statements are prepared on the basis of cash receipts and disbursements, revenue 
is recorded when received rather than when earned, and expenses are recognized when paid rather than 
when the obligations are incurred.  Accordingly, the accompanying financial statements are not intended 
to present financial position and results of operations in conformity with accounting principles generally 
accepted in the United States of America. 
 
In our opinion, except for such adjustments, if any, as might have been determined to be necessary had 
the cash collections referred to above been susceptible to satisfactory audit tests, the financial statements 
referred to above present fairly, in all material respects, the cash transactions of the District’s 
extracurricular student activity accounts for the year ended June 30, 2009, and the cash balances at that 
date. 
 
 
 
 
 
November 16, 2009 

















 

 

 
 
 
 
 
 
 
 

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE 
 
 
 
To the School Board, advisors, and students of 
  Independent School District No. 199 
Inver Grove Heights, Minnesota 
 
 
We have audited the statements of cash receipts and disbursements of the extracurricular student activity 
accounts of Independent School District No. 199, Inver Grove Heights, Minnesota (the District) as of and 
for the year ended June 30, 2009, and have issued our report thereon dated November 16, 2009.  Our 
report was qualified for a restriction on the scope of our audit resulting from the accounting system 
relating to cash receipts, which allows us only to audit cash collections that are recorded.  Further, 
because the financial statements are prepared on a basis of cash receipts and disbursements, the financial 
statements are not intended to present financial position and results of operations in conformity with 
accounting principles generally accepted in the United States of America. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the provisions of the Manual for Activity Fund Accounting, issued by the Minnesota 
Department of Education. 
 
The Manual for Activity Fund Accounting provides uniform financial accounting and reporting standards 
for student activities.  Compliance with student activity laws and regulations is the responsibility of the 
District’s extracurricular student activity accounts management.  We have performed auditing procedures 
to test compliance with the provisions of this manual.  However, our objective was not to provide an 
opinion on overall compliance with such provisions.  Accordingly, we do not express such an opinion. 
 
The results of our tests indicate that, with respect to the items tested, the District’s extracurricular student 
activity accounts complied, in all material respects, with the provisions referred to in the preceding 
paragraph, except as described in the Schedule of Findings and Corrective Action. 
 
This report is intended solely for the information and use of the School Board, advisors and students, and 
the state of Minnesota and is not intended to be, and should not be, used by anyone other than these 
specified parties.  
 
 
 
 
 
November 16, 2009 
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INDEPENDENT AUDITOR’S REPORT ON 
 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
 
 
 
To the School Board of 
  Independent School District No. 199 
Inver Grove Heights, Minnesota 
 
 
We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Independent School District No. 199, Inver Grove Heights, 
Minnesota (the District) as of and for the year ended June 30, 2009, which collectively comprise the 
District’s basic financial statements, and have issued our report thereon dated November 16, 2009.  These 
basic financial statements are the responsibility of the District’s management.  Our responsibility is to 
express opinions on these basic financial statements based on our audit. 
 
We conducted our audit 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.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the basic financial statements are free of material 
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the basic financial statements.  An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinions. 
 
Our audit was performed for the purpose of forming an opinion on the basic financial statements of the 
District taken as a whole.  The accompanying Schedule of Expenditures of Federal Awards is presented 
for purposes of additional analysis as required by the U.S. Office of Management and Budget 
Circular A-133, Audits of States, Local Governments, and Nonprofit Organizations, and is not a required 
part of the basic financial statements.  Such information has been subjected to the auditing procedures 
applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all material 
respects, in relation to the basic financial statements taken as a whole. 
 
 
 
 
November 16, 2009 
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INDEPENDENT AUDITOR’S 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 
 
 
 
To the School Board of 
  Independent School District No. 199 
Inver Grove Heights, Minnesota 
 
 
We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Independent School District No. 199, Inver Grove Heights, 
Minnesota (the District) as of and for the year ended June 30, 2009, which collectively comprise the 
District’s basic financial statements, and have issued our report thereon dated November 16, 2009.  We 
conducted our audit 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. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered the District’s internal control over financial 
reporting as a basis for designing our auditing procedures 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 
District’s internal control over financial reporting.  Accordingly, we do not express an opinion on the 
effectiveness of the District’s internal control over financial reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses.  However, as discussed below, we 
identified certain deficiencies in internal control over financial reporting that we consider to be significant 
deficiencies. 
 
A control deficiency 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 
misstatements on a timely basis.  A significant deficiency is a control deficiency, or combination of 
control deficiencies, that adversely affects the District’s ability to initiate, authorize, record, process, or 
report financial data reliably in accordance with accounting principles generally accepted in the United 
States of America such that there is more than a remote likelihood that a misstatement of the District’s 
financial statements that is more than inconsequential will not be prevented or detected by the District’s 
internal control.  We consider the deficiencies described in the accompanying Schedule of Findings and 
Questioned Costs as items 2009-1 and 2009-2 to be significant deficiencies in internal control over 
financial reporting. 
 

(continued) 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH 
 

REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL 
 

CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
 
 
 
To the School Board of 
  Independent School District No. 199 
Inver Grove Heights, Minnesota 
 
 
Compliance 
 
We have audited the compliance of Independent School District No. 199, Inver Grove Heights, Minnesota 
(the District) with the types of compliance requirements described in the U.S. Office of Management and 
Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major federal 
programs for the year ended June 30, 2009.  The District’s major federal programs are identified in the 
summary of auditor’s results section of the accompanying Schedule of Findings and Questioned Costs.  
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its 
major federal programs is the responsibility of the District’s management.  Our responsibility is to 
express an opinion on the District’s compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Nonprofit Organizations.  Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred.  An audit includes examining, on a test basis, evidence about the 
District’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances.  We believe that our audit provides a reasonable basis for our opinion.  
Our audit does not provide a legal determination on the District’s compliance with those requirements. 
 
In our opinion, the District complied, in all material respects, with the requirements referred to above that 
are applicable to each of its major federal programs for the year ended June 30, 2009. 
 
Internal Control Over Compliance 
 
The management of the District is responsible for establishing and maintaining effective internal control 
over compliance with requirements of laws, regulations, contracts, and grants applicable to federal 
programs.  In planning and performing our audit, we considered the District’s internal control over 
compliance with requirements that could have a direct and material effect on a major federal program in 
order to determine our auditing procedures for the purpose of expressing our opinion on compliance, but 
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.  
Accordingly, we do not express an opinion on the effectiveness of the District’s internal control over 
compliance. 
 

 (continued) 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE 
 

WITH MINNESOTA STATE LAWS AND REGULATIONS 
 
 
 
To the School Board of 
  Independent School District No. 199 
Inver Grove Heights, Minnesota 
 
 
We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Independent School District No. 199, Inver Grove Heights, 
Minnesota (the District) as of and for the year ended June 30, 2009, which collectively comprise the 
District’s basic financial statements, and have issued our report thereon dated November 16, 2009. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the provisions of the Minnesota Legal Compliance 
Audit Guide for Local Governments, promulgated by the Office of the State Auditor pursuant to 
Minnesota Statute § 6.65.  Accordingly, the audit included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 
 
The Minnesota Legal Compliance Audit Guide for Local Governments covers seven categories of 
compliance to be tested:  contracting and bidding, deposits and investments, conflicts of interest, public 
indebtedness, claims and disbursements, uniform financial accounting and reporting standards for school 
districts, and miscellaneous provisions.  Our study included all of the listed categories. 
 
The results of our tests indicate that, for the items tested, the District complied with the material terms and 
conditions of applicable legal provisions. 
 
This report is intended solely for the information and use of the School Board, management of the 
District, and the state of Minnesota and is not intended to be, and should not be, used by anyone other 
than these specified parties.  
 
 
 
 
 
November 16, 2009 
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INDEPENDENT AUDITOR’S REPORT ON UNIFORM FINANCIAL 
 

ACCOUNTING AND REPORTING STANDARDS COMPLIANCE TABLE 
 
 
 
To the School Board of 
  Independent School District No. 199 
Inver Grove Heights, Minnesota 
 
 
We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Independent School District No. 199, Inver Grove Heights, 
Minnesota (the District) as of and for the year ended June 30, 2009, which collectively comprise the 
District’s basic financial statements, and have issued our report thereon dated November 16, 2009.  These 
basic financial statements are the responsibility of the District’s management.  Our responsibility is to 
express opinions on these basic financial statements based on our audit. 
 
We conducted our audit 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.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the basic financial statements are free of material 
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the basic financial statements.  An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinions. 
 
Our audit was performed for the purpose of forming opinions on the basic financial statements of the 
District taken as a whole.  The accompanying Uniform Financial Accounting and Reporting Standards 
Compliance Table is presented for purposes of additional analysis as required by the Minnesota 
Department of Education, and is not a required part of the basic financial statements.  Such information 
has not been subjected to the auditing procedures applied in the audit of the basic financial statements 
and, accordingly, we express no opinion on it. 
 
 
 
 
 
November 16, 2009 







 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Management Report 
 

for 
 

Independent School District No. 199 
Inver Grove Heights, Minnesota 

June 30, 2009 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
To the School Board of 
  Independent School District No. 199 
Inver Grove Heights, Minnesota 
 
 
We have prepared this management report in conjunction with our audit of Independent School District 
No. 199, Inver Grove Heights, Minnesota’s (the District) financial statements for the year ended June 30, 
2009.  The purpose of this report is to communicate information relevant to the financing of public 
education in Minnesota and to provide comments resulting from our audit process.  We have organized 
this report into the following sections: 
 

• Audit Summary 
• Funding Public Education in Minnesota 
• Financial Trends of Your District 
• Accounting and Auditing Updates 
• Legislative Summary 

 
We would be pleased to further discuss any of the information contained in this report or any other 
concerns that you would like us to address.  We would also like to express our thanks for the courtesy and 
assistance extended to us during the course of our audit. 
 
This report is intended solely for the information and use of those charged with governance, the School 
Board, management, and those who have responsibility for oversight of the financial reporting process 
and is not intended to be, and should not be, used by anyone other than these specified parties. 
 
 
 
 
November 16, 2009 
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AUDIT SUMMARY 
 
We hereby provide you with the following summary of our audit work, key conclusions, and other 
information that we consider important or that is required to be communicated to the School Board, 
administration, or those charged with governance of the District. 
 
OUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE UNITED  
  STATES OF AMERICA, GOVERNMENT AUDITING STANDARDS, AND THE U.S. OFFICE OF  
  MANAGEMENT AND BUDGET CIRCULAR A-133 
 
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, 2009.  
Professional standards require that we provide you with information about our responsibilities under 
auditing standards generally accepted in the United States of America, Government Auditing Standards, 
and the U.S. Office of Management and Budget Circular A-133; as well as certain information related to 
the planned scope and timing of our audit.  We have communicated such information to you verbally and 
in our engagement letter dated June 10, 2009.  Professional standards also require that we communicate to 
you the following information related to our audit. 
 
PLANNED SCOPE AND TIMING OF THE AUDIT 
 
We performed the audit according to the planned scope and timing previously discussed and coordinated 
in order to obtain sufficient audit evidence and complete an effective audit. 
 
AUDIT OPINION AND FINDINGS 
 
Based on our audit of the District’s financial statements for the year ended June 30, 2009: 
 

• We have issued an unqualified opinion on the District’s annual financial statements. 
• We have reported two deficiencies involving the District’s internal control over financial 

reporting that we consider to be material weaknesses. 
 

1) Due to the limited size of the District’s business office staff, the District has limited 
segregation of duties in several areas. 

2) The District has a lack of documentation with regard to certain components of its internal 
controls, particularly in governance-level controls such as having written fraud risk 
assessment and monitoring processes. 

 
• The results of our testing disclosed no instances of noncompliance that are required to be reported 

under Government Auditing Standards. 
• We noted that the Schedule of Expenditures of Federal Awards is fairly stated, in all material 

respects, in relation to the basic financial statements. 
• The results of our tests indicate that the District has complied, in all material respects, with the 

requirements applicable to each major federal program. 
• We noted no matters involving the internal control over compliance and its operation that we 

consider to be material weaknesses in our testing of major federal programs.  
• We have reported no findings based on our testing of the District’s compliance with Minnesota 

laws and regulations. 
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FOLLOW-UP ON PRIOR YEAR FINDINGS AND RECOMMENDATIONS 
 
As a part of our audit of the District’s financial statements for the year ended June 30, 2009, we 
performed procedures to follow-up on the findings and recommendations that resulted from our prior year 
audit.  The following is a summary of these findings and recommendations along with the results of our 
follow-up:  
 

• We reported that for one construction contract in excess of $75,000 awarded during the year 
ended June 30, 2008, the District did not obtain contractor performance or payment bonds as 
required by state statutes.  There were no instances of noncompliance noted during our testing of 
contracts awarded in the current year. 

• During our testing of the District’s disbursements for the year ended June 30, 2008, we noted that 
two transactions tested were not paid within 35 days of the receipt of the goods or services or the 
invoice for goods or services, as required by state statute.  All disbursements selected for testing 
in the current year were paid within the required 35-day time period. 

 
EXTRACURRICULAR STUDENT ACTIVITY ACCOUNTS 
 
In accordance with Minnesota Statutes, the District’s School Board has elected not to exercise control 
over the transactions of the extracurricular student activity accounts maintained at various district sites.  
Consequently, the cash receipts and disbursements of the District’s extracurricular student activity 
accounts are reported in a separate set of financial statements, rather than being reported within the 
District’s General Fund.  We have issued an opinion on these separate financial statements, stating that 
they fairly present the recorded cash transactions of these accounts for the year ended June 30, 2009. 
 
We also issued a report on compliance with the MDE Manual for Activity Fund Accounting, in which we 
reported the following findings: 
 

• Certain accounts of the District’s extracurricular student activities are inactive and should be 
closed. 

• Certain activities accounted for by the District as student activity receipts should have been 
recorded in the District’s General Fund.  Also, some receipts tested were not being deposited in a 
timely manner or were not traceable to an individual deposit. 

• Certain activities accounted for by the District as student activity disbursements should be made 
out of district funds, others did not contain proper backup documentation, and others did not 
contain approval by student activity leaders or appropriate district personnel. 

• One of the District’s student activity accounts had a deficit balance at June 30, 2009.  Per the 
Manual for Activity Fund Accounting, accounts may not go into deficit balances. 
 

SIGNIFICANT ACCOUNTING POLICIES 
 
Management is responsible for the selection and use of appropriate accounting policies.  The significant 
accounting policies used by the District are described in Note 1 of the notes to basic financial statements.   
 
The District implemented Governmental Accounting Standards Board (GASB) Statement No. 45, 
“Accounting and Financial Reporting by Employers for Post-Employment Benefits Other Than 
Pensions,” during the year ended June 30, 2009.  This statement provides new guidance on accounting 
and financial reporting for “other post-employment benefits” (OPEB) accounted for in the financial 
statements of plan sponsors or employers.  As a result of this change in accounting principle, the 
District’s government-wide and Other Post-Employment Benefits Internal Service Fund net assets as of 
the beginning of the year (July 1, 2008) were restated, increasing by $4,395,689 due to the removal of the 
estimate the District had previously reported for these OPEB liabilities.  
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We noted no transactions entered into by the District 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 AND MANAGEMENT JUDGMENTS 
 
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: 
 

General education revenue and certain other revenues are computed by applying an allowance per 
student to the number of students served by the District.  Student attendance is accumulated in a 
state-wide database—MARSS.  Because of the complexity of student accounting and because of 
certain enrollment options, student information is input by other school districts and the MARSS data 
for fiscal year 2009 is not finalized until well into fiscal year 2010.  General education revenue and 
certain other revenues are computed using preliminary information on the number of students served 
in the resident district and also utilizing some estimates, particularly in the area of enrollment options. 
 
Special education state aid includes an adjustment related to tuition billings to and from other school 
districts for special education services which are computed using formulas derived by the MDE.  
Because of the timing of the calculations, this adjustment for fiscal 2009 is not finalized until after the 
District has closed its financial records for the fiscal period.  The impact of this adjustment on the 
receivable and revenue recorded for state special education aid is calculated using preliminary 
information available to the District. 
 
The District has recorded a liability in the Statement of Net Assets for separation benefits payable for 
which it is probable employees will be compensated.  The “vesting method” used by the District to 
calculate this liability is based on assumptions involving the probability of employees becoming 
eligible to receive the benefits (vesting), the potential use of accumulated sick leave prior to 
termination, and the age at which such employees are likely to retire. 
 
The District has recorded expenditures and assets/liabilities for pension benefits and other 
post-employment benefits (OPEB).  These obligations are calculated using actuarial methodologies 
described in Governmental Accounting Standards Board (GASB) Statements No. 27 and 45, as 
applicable.  These actuarial calculations include significant assumptions, including projected changes, 
healthcare insurance costs, investment returns, retirement ages, and employee turnover. 
 
The depreciation of capital assets involves estimates pertaining to useful lives. 

 
Management expects any differences between estimates and actual amounts of these estimates to be 
insignificant.  We evaluated the key factors and assumptions used by management in the areas discussed 
above in determining that they are reasonable in relation to the financial statements taken as a whole. 
 
CORRECTED AND UNCORRECTED MISSTATEMENTS 
 
Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are trivial, and communicate them to the appropriate level of management. 
Where applicable, management has corrected all such misstatements.  In addition, none of the 
misstatements detected as a result of audit procedures and corrected by management, when applicable, 
were material, either individually or in the aggregate, to the financial statements taken as a whole. 
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DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
We encountered no significant difficulties in dealing with management in performing and completing our 
audit. 
 
DISAGREEMENTS WITH MANAGEMENT 
 
For purposes of this letter, professional standards define a disagreement with management as a financial 
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be 
significant to the financial statements or the auditor’s report.  We are pleased to report that no such 
disagreements arose during the course of our audit. 
 
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 District’s financial statements or a determination of the type 
of auditor’s 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. 
 
OTHER AUDIT FINDINGS OR ISSUES 
 
We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the District’s auditors.  However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our retention. 
 
MANAGEMENT REPRESENTATIONS 
 
We have requested certain representations from management that are included in the management 
representation letter dated November 16, 2009. 
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FUNDING PUBLIC EDUCATION IN MINNESOTA 
 
Due to its complexity, it would be impossible to fully explain the funding of public education in 
Minnesota within this report.  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. 
 
BASIC GENERAL EDUCATION REVENUE 
 
The largest single funding source for Minnesota school districts is basic general education aid.  Each year, 
the 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 average daily 
membership (ADM).  Over the years, various modifications have been made to this calculation, including 
changes in weighting and special consideration for declining enrollment districts. 
 
The table below presents a summary of the formula allowance for the past decade and as approved for the 
next two fiscal years.  We have adjusted the percentage change from year to year for non-comparable 
changes such as referendum reduction and aids that were previously separately funded and subsequently 
“rolled-in” or “rolled-out” to general education revenue.   
 

Amount

3,740$          4.7             % (1)
3,964$          4.2             % (1)
4,068$          2.6             %
4,601$          2.6             % (1)
4,601$          –                %
4,601$          –                %
4,783$          4.0             %
4,974$          4.0             %
5,074$          2.0             %
5,124$          1.0             %
5,124$          –                %
5,124$          –                %

(1)

Formula Allowance
Percent

School Year

1999–2000

Percentage adjusted to eliminate changes caused by
referendum reduction and rolled-in (out) aids which do not
affect total district revenue.

Increase

2000–2001

2003–2004
2004–2005
2005–2006

2008–2009

2006–2007

2010–2011

2001–2002
2002–2003

2007–2008

2009–2010

 
 

As noted in the table above, current legislation has frozen the basic formula allowance at the 2008–2009 
fiscal year level for the next two fiscal years.  In general, the moderate increases in the formula allowance 
have forced districts to continually cut expenditure budgets or increase referendum revenue in order to 
maintain programs. 
 
The table above does not reflect temporary funding changes such as the $51 per pupil unit one-time 
additional general education aid school districts and charter schools received in 2008–2009, or the 
technology and operating capital aid received by school districts and charter schools in 2007–2008 
($40 per pupil unit) and 2008–2009 ($55 per pupil unit). 
 
The table also does not reflect a one-time reduction to general education aid in 2009–2010 that will be 
offset by federal fiscal stabilization funds.  The reduction, which will be allocated to school districts and 
charter schools based on their 2007–2008 general education revenue, amounts to approximately 
8.7 percent of this revenue.  The reduction will be offset dollar-for-dollar by federal stimulus funds used 
by the state for fiscal stabilization. 



 -6- 

STATE-WIDE SCHOOL DISTRICT FINANCIAL HEALTH 
 
One of the most common and comparable statistics used to evaluate school district financial health is the 
unreserved operating fund balance as a percentage of operating expenditures. 
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Note:  State-wide information is not available for fiscal 2009. 

 
The calculation above reflects only the unreserved fund balance of the General Fund, and the 
corresponding expenditures, which is the same method which the state now uses for the calculation of 
statutory operating debt (SOD).  We have also included the comparable percentages for your district. 
 
Even with limited funding increases, school districts have maintained a relatively stable unreserved fund 
balance on a state-wide basis in recent years.  This stability may be the result of districts adapting to 
funding restrictions, effective cost containment measures, in some cases community support in the way of 
operating referendums, and other factors.  
 
As of June 30, 2008, this ratio was 11.4 percent for the District, as compared to a state-wide average of 
13.5 percent.  The District’s unreserved operating fund balance as a percentage of operating expenditures 
was 12.5 percent at the end of the current year. 
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The table below shows a comparison of total revenue per ADM received by Minnesota school districts 
and the District.  Revenues for all governmental funds are included, except for: the Capital Projects – 
Building Construction Fund; proceeds from sales of real property and equipment; insurance recoveries; 
and sales of bonds, loans, and interfund transfers. 
 

2007 2008 2007 2008 2007 2008 2009

General Fund
Property taxes 1,020$    1,160$   1,365$   1,527$   1,580$   1,698$    1,921$   
Other local sources 504         487        414       417       446       416         471        
State 7,490      7,833     7,613    8,029    7,069    7,586      7,281     
Federal 444         456        464       492       356       330         402        

Total General Fund 9,458      9,936     9,856    10,465  9,451    10,030    10,075   

Special revenue funds
Food Service 415         433        418       434       448       447         455        
Community Service 445         474        538       570       500       523         509        

Debt Service Fund 938         993        1,032    1,114    658       718         733        

Total revenue 11,256$  11,836$ 11,844$ 12,583$ 11,057$ 11,718$  11,772$ 

ADM served and tuition paid 3,813    3,742      3,812     

Note:  Excludes the Capital Projects – Building Construction Fund and fiduciary funds.

Source of state-wide and seven-county metro area data:  School District Profiles Report published by the MDE

Seven-County
State-Wide

Revenue per Student (ADM) Served

ISD No. 199 – Inver Grove HeightsMetro Area

 
The mix of local and state revenues vary from year to year primarily based on funding formulas and the 
state’s financial condition.  The mix of revenue components from district to district varies due to factors 
such as the strength of property values, mix of property types, operating and bond referendums, 
enrollment trends, density of population, types of programs offered, and countless other criteria. 
 
The District’s total revenue for 2009 collected in the governmental funds included above were $54 higher 
per student than the previous year.  Revenue from property taxes increased by about $1,088,000 ($285 per 
student), mainly in the General Fund, due to increases in capital-related levies for health and safety, 
building leases, and a lease levy passed through to Intermediate School District No. 917 (the Intermediate 
District) for a new cooperative facility.  State aid revenue was almost $599,000 ($157 per student) lower 
than last year.  The decrease was due to a change in the billing of special education services provided to 
district resident students by the Intermediate District.  In prior years, the District was billed directly for 
these services.  Beginning in 2009, the state took over the billing, and this tuition is now collected through 
an adjustment reducing state special education aid paid to the District.  This change reduces both the 
special education revenue and expenditures reported by the District.    
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The table below reflects comparative data available from the MDE for all expenditures, excluding the 
Capital Projects – Building Construction Fund: 
 

2007 2008 2007 2008 2007 2008 2009

General Fund
Administration 395$      412$      380$      405$      430$      387$       512$      
District support services 385        399       392       412       232       245         264       
Elementary and secondary
  regular instruction 4,362      4,528    4,523    4,730    4,049    4,344      5,530    
Vocational education instruction 131        142       127       141       56         110         128       
Special education instruction 1,649      1,703    1,815    1,904    2,032    2,242      2,367    
Instructional support services 425        461       481       536       606       646         822       
Pupil support services 784        835       857       914       731       768         924       
Sites and buildings and other 782        811       737       778       878       877         1,016    

Total General Fund 
  expenditures (excluding capital) 8,913      9,291    9,312    9,820    9,014    9,619      11,563  

General Fund capital expenditures 451        505       435       494       490       533         562       
Special revenue funds

Food Service 415        437       416       432       516       454         488       
Community Service 446        470       539       564       528       545         654       

Debt Service Fund 1,077      1,064    1,253    1,015    654       678         709       

Total expenditures 11,302$  11,767$ 11,955$ 12,325$ 11,202$ 11,829$  13,976$ 

ADM served and tuition paid 3,813    3,742      3,812    

Note:  Excludes the Capital Projects – Building Construction Fund and fiduciary funds.

Source of state-wide and seven-county metro area data:  School District Profiles Report published by the MDE

Seven-County
State-Wide

Expenditures per Student (ADM) Served

Inver Grove Heights
ISD No. 199 –

Metro Area

 
 
Expenditure patterns also vary from district to district for various reasons.  Factors affecting the 
comparison include the growth cycle or maturity of the district, average employee experience, availability 
of funding, population density, and even methods of allocating costs. 
 
Total district expenditures in the governmental funds included above for 2009 were $2,147 higher per 
student than the previous year.  The majority of the increase was in the area of employee benefits, as 
$9.22 million ($2,419 per student) of OPEB bonds issued by the District were passed through the General 
Fund and special revenue funds and contributed to a revocable trust established to finance the District’s 
OPEB liability.   
 
SUMMARY 
 
The funding for and financial position of Minnesota school districts has fluctuated significantly over the 
past several years due to a number of factors, including those discussed above.  This situation has created 
a challenge for administrators and management of these districts in providing the best education with the 
limited resources available in a climate of unknown future funding levels. 
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FINANCIAL TRENDS OF YOUR DISTRICT 
 
GENERAL FUND FINANCIAL POSITION 
 
The following graph displays the District’s General Fund trends of financial position and changes in the 
volume of financial activity.  Unreserved fund balance and cash balance are typically used as indicators of 
financial health or equity, while annual expenditures are often used to measure the size of the operation. 
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The District’s General Fund ended fiscal year 2009 with an unreserved fund balance of $5,078,671 
(excluding the $277,581 deficit in the statutory reserve for health and safety reported as unreserved, 
undesignated), an increase of $1,459,600 from the prior year.  In total, fund balances in the General Fund 
increased by $1,085,798 in fiscal year 2009, as compared to a budgeted fund balance reduction of 
$423,746.  General Fund reserved fund balances were reduced by $373,802 in 2009, mainly due to the 
elimination of the reserve for severance and health benefits now classified as unreserved but designated 
for separation and retirement benefits.  The District ended fiscal year 2009 with a General Fund cash 
balance of $6,806,923, an increase of $538,439 from the prior year. 
 
The following table presents the components of the General Fund balance for the past five years: 

 

2005 2006 2007 2008 2009

Reserved fund balance 3,511,886$    2,102,841$   1,706,238$   1,199,856$   826,054$       
Unreserved fund balance 2,903,381      3,391,928    3,560,897    3,619,071    5,078,671      *

Total fund balance 6,415,267$    5,494,769$   5,267,135$   4,818,927$   5,904,725$    

Unreserved fund balance as a
  percentage of expenditures 8.5%             9.5%            9.8%            9.5%             11.0%           

*  Includes $1,083,225 designated for separation and retirement benefits as discussed above.

Year Ended June 30,

 
The table above reflects the total General Fund unreserved fund balance and percentages, which may be 
different from those used in the previous discussion of state-wide fund balances, which are based on a 
state formula.  The resources represented by this fund balance are critical to a district’s ability to maintain 
adequate cash flow throughout the year, to retain its programs, and to cushion against the impact of 
unexpected costs or funding shortfalls.  At June 30, 2009, unreserved fund balance in the General Fund 
represented 11.0 percent of annual expenditures, or about six weeks of operations, assuming level 
spending throughout the year. 
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The level of cash and investments varies considerably during the year due to the timing of various 
revenues and expenditures.  The following graph summarizes the level of cash and investments over the 
past three years: 
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The graph above shows the peaks and valleys of the General Fund cash and investments balance (net of 
borrowing) on a monthly basis.  The swing between its high and low month-end cash balances is about 
$3.9 million.  The District’s cash flow needs will increase significantly in fiscal 2010, with the change in 
the metering of state aid payments that will reduce the percentage of estimated aid paid to districts by 
June 30 from 90 percent to 73 percent.  This change could potentially reduce cash payments of state aids 
to the District by about $4.7 million in 2010, based on 2009 state aid levels.   
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ADM is a measure of students attending class, which is then converted to pupil units (the base for 
determining revenue) using a statutory formula.  Not only is the original budget based on ADM estimates, 
the final audited financial statements are based on updated, but still estimated, ADM since the counts are 
not finalized until around January of the following year.  When viewing revenue budget variances, one 
needs to consider these ADM changes, the impact of the prior year final adjustments which affect this 
year’s revenue, and also the final adjustments caused by open enrollment gains and losses.  The District 
served an estimated ADM of 3,812 in 2009, an increase of about 70 ADM (1.9 percent) from the prior 
year. 
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The following graph summarizes the District’s General Fund revenue for 2009: 
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Total General Fund revenues for 2009 were $38,408,822, an increase of approximately $866,000 from the 
prior year.  Tax revenue was about $967,000 higher than last year, mainly due to increases several 
capital-related levies, as discussed earlier.  State aid revenue was $639,000 lower than last year in total.  
General education state aid was actually $644,000 higher than last year, due to the increases in the 
funding formula and the number of students served by the District.  However, special education state aid 
was $1,303,000 lower than the prior year, due to the change in tuition now being collected through an 
adjustment to state special education aid.    
 
Revenues for 2009 exceeded budget by almost $2,070,000.  Most of the variance was in state aids, which 
were $1,636,000 higher than expected.  General education state aid was about $884,000 over budget due 
to an unexpected increase in the number of students served by the District.  State special education 
revenue was also $776,000 over budget, as the District earned more aid for purchased service costs for 
special education than anticipated.  Revenues from other local sources such as student fees, gifts, and 
medical assistance reimbursements also exceeded budget by more than $525,000.  
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The following graph summarizes the District’s General Fund expenditures for 2009: 
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Total General Fund expenditures for 2009 were $46,216,852, an increase of about $8,226,000 from the 
prior year.  Employee benefit costs were almost $9,207,000 higher, mainly due to the OPEB bond 
proceeds that were contributed to a revocable trust accounted for in the OPEB Internal Service Fund.  
Expenditures for purchased services decreased by $1,402,000 from the prior year, mainly due to the 
change in special education tuition billing.  
 
Total General Fund expenditures exceeded budget more than $326,000 in 2009.  Purchased service costs 
were over budget by almost $1,265,000, mainly in special education and special education transportation. 
Salaries were about $1,043,000 under budget, as instructional salaries did not increase as expected.  
Capital expenditures were also $331,000 over budget, due to $380,000 of expenditures related to 
equipment purchased through a capital lease, for which the offsetting expenditure and other financing 
source were not included in the budget.     
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OTHER FUNDS OF THE DISTRICT 
 
The following graph presents fund balances for the District’s Food Service Special Revenue, Community 
Service Special Revenue, and Debt Service Funds for the last five years.   
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Food Service Special Revenue Fund 
 
The District’s Food Service Special Revenue Fund ended the year with an unreserved fund balance of 
$781,891, an increase of $111,626 from the prior year, compared to a budgeted decrease of $144,878.  
Revenues exceeded budget by $44,432, as federal aid earned for free and reduced price meals were 
greater than expected.  Expenditures were over budget by $22,586 in total.  However, that variance 
includes the pass-through of $234,658 of OPEB bond proceeds for which the offsetting expenditure and 
other financing source were not included in the budget.  Food service expenditures exclusive of the OPEB 
pass-through were about $212,000 under budget, mainly in supplies and materials (principally food) 
costs.   
 
Community Service Special Revenue Fund 
 
The District’s Community Service Special Revenue Fund ended the year with a total fund balance of 
$344,498, a decrease of $157,064, as compared to a budgeted increase of $18,858.  Revenues fell short of 
budget by $142,367, mainly in tuition, fees, and property taxes.  Expenditures exceeded budget by 
$430,469.  However, here again the variance is mainly due to the pass-through of $396,914 of OPEB 
bond proceeds for which the offsetting expenditure and other financing source were not included in the 
budget.  
 
It is critical that the Food Service and Community Service Special Revenue Funds be self-sustaining, so 
as not to place an additional burden on the General Fund.  As the graph above indicates, the District has 
been successful in maintaining the fiscal health of these two funds in recent years. 
 
Capital Projects – Building Construction Fund   
 
The Capital Projects – Building Construction Fund (not pictured) has a fund balance of $193,387 at 
June 30, 2009, which represents the remaining unspent proceeds from the District’s 2005 building bonds, 
which are being used for a variety of facility improvement projects.  The District completed over 
$2.1 million of construction projects during 2009. 
 
Debt Service Fund 
 
The funding of debt service is controlled in accordance with each outstanding debt issue’s financing plan.  
At June 30, 2009, the Debt Service Fund had a fund balance of $590,200 available for future debt service. 
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Internal Service Funds 
 
The District maintains two internal service funds (also not pictured) established to finance the costs of its 
severance, pension, and retiree health (OPEB) benefits as they accrue.  
 
At June 30, 2009, the Severance and Pension Benefits Internal Service Fund had accumulated almost 
$1.8 million of cash and investments available to pay estimated future severance benefits of $1.5 million 
and a net pension obligation of $278,000.  The net pension obligation liability at year-end does not 
represent the District’s full OPEB liability, which was estimated to be $2.9 million in the most recent 
actuarial study done for the District.  Instead, it represents the cumulative excess of the actuarially 
determined annual required contributions necessary to amortize the pension liability through the current 
year-end and the actual pension costs paid by the District to date.  The remaining unrestricted net assets 
balance of $45,962 at year-end is available to finance future benefits costs.  
 
The District’s OPEB Internal Service Fund ended the year with cash and investments of $9.4 million and 
net assets of $9.4 million available to pay future OPEB benefits.  The proceeds of the District’s 
$9.2 million OPEB bonds were contributed into this fund from the District’s governmental funds.  The 
assets in this fund are being held in a revocable trust account the District established to finance its OPEB 
liabilities, and can only be used to pay OPEB costs.  However, because the District elected to make the 
trust revocable (meaning that under certain specific and very restrictive circumstances the District may 
take the assets back out of the trust and use them for other purposes) these assets must be accounted for in 
an internal service fund, which is included in the District’s government-wide financial statements.  The 
net OPEB obligation liability of $32,000 at year-end does not represent the District’s full OPEB liability, 
which was estimated to be $9.1 million in the most recent actuarial study done for the District.  Instead, it 
represents the cumulative excess of the actuarially determined annual required contributions necessary to 
amortize the OPEB liability through the current year-end and the actual OPEB costs paid by the District 
to date. 
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GOVERNMENT-WIDE FINANCIAL STATEMENTS 
 
The District’s financial statements include fund-based information that focuses on budgetary compliance, 
and the sufficiency of the District’s current assets to finance its current liabilities.  The Governmental 
Accounting Standards Board (GASB) Statement No. 34 reporting model also requires the inclusion of 
two government-wide financial statements designed to present a clear picture of the District as a single, 
unified entity.  These government-wide statements provide information on the total cost of delivering 
educational services, including capital assets and long-term liabilities.  
 
Theoretically, net assets represent the resources the District has leftover to use for providing services after 
its debts are settled.  However, those resources are not always in expendable form, or there may be 
restrictions on how some of those resources can be used.  Therefore, the statement divides the net assets 
into three components:  net assets invested in capital assets, net of related debt; restricted net assets; and 
unrestricted net assets.  The following table presents a summarized conversion of the District’s 
governmental fund balances (as discussed earlier) to net assets and the separate components for the last 
three years: 
 

2007 2008 2009

Net assets – governmental activities
Total fund balances – governmental funds 17,975,624$ 8,763,569$  7,814,701$   
Capital assets, less accumulated depreciation 37,638,282  42,553,332 42,930,064   
Long-term liabilities (45,365,616) (44,504,007) (48,507,599)  
Other 424,429       560,979      9,684,451     

Total net assets – governmental activities 10,672,719$ 7,373,873$  11,921,617$ 

Net assets
Invested in capital assets, net of related debt 8,703,834$   5,638,108$  5,096,314$   
Restricted 2,757,107    2,403,846   2,367,912     
Unrestricted (788,222)      (668,081)     4,457,391     

Total net assets 10,672,719$ 7,373,873$  11,921,617$ 

June 30,

 
 

Some of the District’s fund balances translate into restricted net assets by virtue of external restrictions 
(statutory reserves) or by the nature of the fund they are in (e.g. unreserved Food Service Special Revenue 
Fund balance can only be spent for food service program costs).  The unrestricted net assets category 
consists mainly of the General Fund unreserved fund balances, offset against non-capital long-term 
obligations such as vacation or severance payable.  Consequently, many Minnesota school districts have 
accumulated deficits in this component of net assets. 
 
Total net assets increased by $4.5 million during fiscal 2009.  This is mainly due to the change in 
accounting principle for the District adopting GASB Statement No. 45 this year.   
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ACCOUNTING AND AUDITING UPDATES 
 
GASB STATEMENT NO. 51 – ACCOUNTING AND FINANCIAL REPORTING FOR INTANGIBLE ASSETS 
 
Governments possess many different types of assets that may be considered intangible assets, including 
easements, water rights, timber rights, patents, trademarks, and computer software.  This statement 
requires that all intangible assets not specifically excluded by its scope provisions be classified as capital 
assets.  The requirements in this statement improve financial reporting by reducing inconsistencies that 
have developed in accounting and financial reporting for intangible assets.  These inconsistencies will be 
reduced through the clarification that intangible assets subject to the provisions of this statement should 
be classified as capital assets, and through the establishment of new authoritative guidance that addresses 
issues specific to these intangible assets given their nature.  The requirements of this statement are 
effective for financial statements for periods beginning after June 15, 2009. 
 
GASB STATEMENT NO. 53 – ACCOUNTING AND FINANCIAL REPORTING FOR DERIVATIVE 
  INSTRUMENTS 
 
The guidance in this statement improves financial reporting by requiring governments to measure 
derivative instruments at fair value in their economic resources measurement focus financial statements.  
These improvements should allow users of those financial statements to more fully understand a 
government’s resources available to provide services.  The disclosures provide a summary of the 
government’s derivative instrument activity and the information necessary to assess the government’s 
objectives for derivative instruments, their significant terms, and the risks associated with the derivative 
instruments.  The requirements of this statement are effective for financial statements for periods 
beginning after June 15, 2009. 
 
GASB STATEMENT NO. 54 – FUND BALANCE REPORTING AND GOVERNMENTAL FUND TYPE 
  DEFINITIONS 
 
The objective of this statement is to enhance the usefulness of fund balance information by providing 
clearer fund balance classifications that can be more consistently applied and by clarifying the existing 
governmental fund type definitions.  This statement establishes fund balance classifications that comprise 
a hierarchy based primarily on the extent to which a government is bound to observe constraints imposed 
upon the use of the resources reported in governmental funds.  The definitions of the General Fund, 
special revenue, capital projects, debt service, and permanent fund types are clarified by the provisions in 
this statement.  The requirements are also intended to enhance the consistency between information 
reported in the government-wide statements and information in the governmental fund financial 
statements and avoid confusion about the relationship between reserved fund balance and restricted net 
assets.  The requirements of this statement are effective for financial statements for periods beginning 
after June 15, 2010. 
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LEGISLATIVE SUMMARY 
 
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 MDE. 
 

Basic General Education Revenue – The basic general education formula allowance for fiscal year 
(FY) 2009 increased by $50 (1 percent) per adjusted marginal cost pupil unit (AMCPU) and will 
remain at this amount for FY 2010 and FY 2011. 
 
One-Time General Education Revenue Increase – FY 2009 Only – Provided additional general 
education aid for FY 2009 only equal to $51 times the school district or charter school’s AMCPU.  
This is equivalent to a 1 percent increase in the general education formula, except that this one-time 
increase is not linked to other formulas that use the general education formula allowance. 
 
FY 2010 One-Time General Education Aid Reduction Offset by Federal Fiscal Stabilization 
Funds – Reduces the FY 2010 general education aid entitlement by $500 million.  The reduction is 
allocated among school districts and charter schools.  This one-time reduction is offset on a dollar-
for-dollar basis by federal fiscal stabilization funds. 
 
Temporary Suspension of Reserved Revenue for Staff Development – Temporarily suspends the 
staff development reserve for FY 2010 and FY 2011.  The staff development reserve is equal to 
2 percent of the district’s basic general education revenue. 
 
Federal Recovery Act – The American Recovery and Reinvestment Act (ARRA) of 2009 will 
provide additional federal funds to districts in the form of stabilization funds and additional grants. 
The ARRA mandates that there be an unprecedented level of oversight and transparency around the 
spending of these funds, including added audit and internal control requirements.  In addition to 
increased accountability, districts will also encounter new reporting requirements for ARRA funds. 
 
Compensatory Revenue Payments to Cooperatives – Directs MDE to pay compensatory revenue 
directly to cooperatives, and to exclude compensatory revenue from the special education tuition 
adjustment calculations for cooperatives. 
 
Alternative Teacher Compensation Revenue (Q Comp) – Clarification of change made reducing 
the basic Q Comp aid from 73.1 percent to 65 percent effective for FY 2010 and later.  This results in 
a decrease in the basic aid, with a corresponding increase in the equalized levy revenue. 
  
Operating Capital Reserve Account Transfers – Allows districts to transfer up to $51 per AMCPU 
from the operating capital reserved fund balance to its unreserved General Fund balance for FY 2009 
and FY 2010.  This is in addition to the transfer already allowed for FY 2008.  
 
Repeal of the Endowment Fund Reduction – Beginning in FY 2010, districts will no longer receive 
a reduction in their general education aid by the amount of endowment payments received.  This will 
have the effect of increasing general education aid by $36 per resident ADM for FY 2010. 
 
School Technology and Operating Capital Aid – Qualifies all school districts for technology and 
operating capital aid equal to $55 per AMCPU for FY 2009.  This aid entitlement is no longer 
available in FY 2010.  The aid must be used only for the purposes authorized for operating capital 
revenue. 
 
State Aid Payment Deferral – For FY 2010 and FY 2011 only, all state aids normally paid on 
a 90-10 schedule will be changed to a 73–27 schedule.  
 
Final Payment for Districts in SOD – Districts in SOD as of June 30th of the previous year will 
receive a reduced deferral amount. 
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Property Tax Revenue Recognition Change – Several changes affecting the recognition of property 
tax revenue were enacted in FY 2009 legislation including the following: 
 

• Beginning in FY 2011, school districts will encounter a change in how tax revenue is 
recognized for the May, June, and July tax settlements compared to past practice. 

• In the absence of new legislation, this change will be permanent, creating a large increase in 
the amount of property taxes recognized by school districts as revenue during FY 2011.  For 
FY 2012 and later, the impact of this change will be smaller, but still significant. 

 
One-Time Aid Adjustment for Property Tax Revenue Recognition Change – For FY 2011 only, 
state aid payments during FY 2011 will be reduced by the difference in revenue recognized under the 
new tax revenue policy compared to the amount under the old policy.  
 
Truth in Taxation Hearing – Removes the requirement that school districts hold a separate truth in 
taxation hearing.  Instead, the district is required to discuss the levy and budget at a regularly 
scheduled board meeting and allow the public to speak.  This section is effective for taxes payable 
2010 and later. 
 
Safe Schools Levy – Beginning for taxes payable in 2008 (revenue in FY 2009), the safe schools 
levy is increased from $27 to $30 per AMCPU.  Districts that are members of an intermediate district 
can levy $10 per AMCPU, which is then passed on to the intermediate district.  Districts are required 
to set aside $3 per AMCPU for specific costs and annual certifications on spending are required 
beginning in FY 2010. 
 
Safe Schools Levy – Maintenance of Effort (MOE) – Beginning in FY 2010, districts are required 
to maintain effort at FY 2009 levels for licensed school support staff, including guidance counselors, 
nurses, social workers, and others from all funding sources other than the safe schools levy.  This also 
modifies existing law requiring MOE to be calculated in terms of total spending.  This provision adds 
a second option allowing districts to meet the MOE requirement in terms of number of full-time 
equivalent staff instead. 
 
Start of School Year Before Labor Day – Cooperating Districts – The change codifies the existing 
practice of allowing school districts that have entered pairing and sharing agreements to adjust their 
calendars to accommodate a school construction project in one of the cooperating districts. 
 
Wind Energy Conversion Systems – Authorizes a school board to become a partner, member, or 
shareholder in a company that is formed for the sole purpose of constructing, acquiring, owning, or 
financing a wind energy conversion system.  Prohibits a school board from selling, transmitting or 
distributing electrical energy at retail. 
 
Equalization Factors – Directs the commissioner to adjust the equalizing factors in statute for 
changes enacted by the legislature to the definition of referendum market value. This would 
neutralize the effect of a tax base change on school district aid and levy revenues. 
 
Telecommunications/Internet Access Equity Aid – Clarifies that intermediate school districts are 
eligible to receive telecommunications/internet access equity aid.  Appropriates $3.75 million for 
equity in telecommunications access aid for FY 2010 and for FY 2011 (versus $8.7 million in FY 
2009). 
 
Review and Comment – Several changes enacted affecting review and comment, including an 
increase in the cap on school construction projects that are subject to review and comment by the 
commissioner of education from $500,000 to $1.4 million for all school districts except those with 
outstanding capital loans. 
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Notification of Resident District – Removes language in statute holding nonresident districts liable 
for tuition for not notifying the district of residence that they are serving a nonresident pupil. 
 
Pay Differential of Reserve on Active Duty – Clarifies payment of a pay differential for school 
district employees who are ordered into active military service. 
 
Charter Schools – Makes numerous revisions with a focus on increased accountability to state 
charter school laws (Minnesota Statutes, Sections 124D.10 and 124D.11), including those 
recommended by the Office of the Legislative Auditor in its 2008 report. 
 
Background Check Required – Allows a school hiring authority to pay the costs of conducting a 
discretionary criminal history background check on school volunteers, independent contractors, and 
student employees. 
 
Contracting Threshold Limits – Effective August 1, 2008 the requirement to obtain sealed bids on 
contracts is increased from $50,000 to $100,000.  The thresholds for contracts that require a sealed 
bid or by direct negotiation after receiving two or more quotes is increased from the current law on 
those estimated between $10,000 and $50,000 to $25,000 and $100,000.  The current law for a 
contract to be made either upon quotation or in the open market is increased for contracts estimated to 
be of $10,000 or less to $25,000 or less. 

 
Other Post-Employment Benefit (OPEB) Bonding and Levies – New legislation approved in 2009 
impacted existing legislation regarding OPEB in the following ways: 

 
• Clarifies that districts may only levy for costs of employees who retired between July 1, 

1992, and July 1, 1998, if the district has a sunset clause in their current bargaining 
agreement. 

• Creates a new levy for districts to fund annual costs associated with OPEB expenses 
conditional on certain requirements, including a sunset clause in effect.  Limits the total 
amount of this new levy to not more the $9.242 million for taxes payable in 2010, 
$29.863 million for taxes payable in 2011, and an amount equal to the previous year’s levy 
plus $14 million for taxes payable in 2012 and later. 

• Amends existing statutes to require voter approval for any bonds to pay OPEB issued after 
October 1, 2009. 

 
Accounting for Separation and Retirement Benefits – Clarifies accounting requirements for 
reserved and designated for separation and retirement benefits with the following: 
 

• Designated for separation and retirement benefit account includes compensated absences, 
termination benefits, pension benefits, and OPEB not accounted for elsewhere. 

• Designated account will no longer be limited to 50 percent of the amount necessary to meet 
obligations for the portion of severance pay that constitutes compensation for accumulated 
sick leave. 

• MDE will eliminate the reserve for severance account beginning with FY 2010 reporting. 
 
Form of Budget Notification – Allows districts to publish a summary of its budget information in 
the newspaper instead of publishing the full document.  The district is required to publish the full 
document on its website. 
 




