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December 2, 2022

Board of Education
Independent School District No. 110
Waconia, Minnesota

This Executive Audit Summary and Management Report presents information which we believe is
important to you as members of the School Board. We encourage you to review the sections of this
report, the audited financial statements, and the auditors’ reports.

We would be pleased to furnish additional information with respect to these suggestions and discuss
this memorandum with you at your convenience. We wish to express our appreciation to the District for
the courtesies, cooperation, and assistance extended to us during the course of our work.

CliftonLarsonAllen LLP

Ay | (feg ’-?'r
Mary Reedy, CPA, CGFM
Principal
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EXECUTIVE AUDIT SUMMARY (EAS) FOR
INDEPENDENT SCHOOL DISTRICT NO. 110
AUDIT FINDINGS AND RESULTS
YEAR ENDED JUNE 30, 2022

We prepared this Executive Audit Summary and Management Report in conjunction with our audit of
Independent School District No. 110’s (the District) financial records for the year ended June 30, 2022.

Audit Opinion — The financial statements are fairly stated. We issued what is known as a “clean” audit
report.

Internal Control Over Financial Reporting — One material weakness and one significant deficiency in
internal control was identified. The material weakness is related to a prior period adjustment and the
significant deficiency related to employee signors.
Compliance Findings — No compliance findings noted.
Single Audit Opinion — Major program tested:

Child Nutrition Cluster

Compliance Findings over Major Program — One compliance issue was noted related to
procurement and suspension and debarment.

Internal Control Deficiencies over Major Program — One material weakness in internal control over
compliance. The finding was over suspension and debarment relating to the review process to
ensure vendors are not suspended or debarred and the overall procurement process.

Minnesota Legal Compliance — There were no legal compliance findings noted.
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FORMAL REQUIRED COMMUNICATIONS

Board of Education
Independent School District No. 110
Waconia, Minnesota

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Waconia ISD #110 (the District) as of and for the year ended June 30, 2022,
and have issued our report thereon dated December 2, 2022. We have previously communicated to you
information about our responsibilities under auditing standards generally accepted in the United States of
America, Government Auditing Standards, and Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance), as well as certain information related to the planned scope and timing of our audit. Professional
standards also require that we communicate to you the following information related to our audit.

Significant audit findings
Qualitative aspects of accounting practices
Accounting policies

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the District are described in Note 1 to the financial statements.

As described in Note 1, the District changed accounting policies related to leases by adopting
Statement of Governmental Accounting Standards Board (GASB Statement) No. 87, Leases, in 2022.
This resulted in the District capitalizing right-to-use assets and the corresponding lease liability for long-
term lease agreements.

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

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:

¢ Due from Minnesota Department of Education

e Due from federal through the Minnesota Department of Education
e Estimated useful lives of depreciable capital assets

o Estimate of other postemployment benefits

o Estimate of the net pension liability
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Board of Education
Independent School District No. 110

Management’s estimate of the due from Minnesota Department of Education is based on amounts
anticipated to be received from the state for various aid entitlements for fiscal 2022. The most significant of
these is the aid portion of general education revenue. 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 statewide database, Minnesota Automated Reporting
Student System (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
2022 is not finalized until well into the next fiscal year. Management expects any differences between
estimated and actual data will be insignificant.

Management’s estimate of due from federal through the Minnesota Department of Education is based on
amounts anticipated to be received through the state for various federal aid entitlements for fiscal 2022.
Many federal entitlements require that supporting financial reporting information be provided both in the
Uniform Financial Accounting and Reporting Standards (UFARS) accounting system and also the SERVS
reporting system. To the extent that these two separate systems are not in agreement and reported in a
timely manner, the estimated aid entitement may be adversely affected. Management expects any
differences between estimated and actual data will be insignificant.

Management’'s estimate of the useful lives for depreciable capital assets is based on guidance
recommended by the Minnesota Department of Education and other sources. The useful life of a
depreciable capital asset determines the amount of depreciation that will be recorded in any given reporting
period as well as the amount of accumulated depreciation that is reported at the end of a reporting period.

Management’s estimate of other postemployment benefits is based on an actuarially determined calculation,
less actual payments incurred on behalf of retirees and an actuarially determined estimate of implicit rate
subsidy, which is the estimated increased cost of premiums due to inclusion of retirees in the same plan as
the District’s active employees.

Management’'s estimate of the pension liability is based on management’'s expected salary increases,
inflation, estimated life expectancy, and actual required contributions upon meeting the eligibility
requirements. We reviewed the key assumptions used to estimate the liability in determining that they are
reasonable in relation to the financial statements taken as a whole.

We reviewed and tested management’s procedures and underlying supporting documentation in the areas
discussed above and evaluated the key factors and assumptions used to develop the estimates noted above
in determining that they are reasonable in relation to the financial statements taken as a whole. We
concluded that the accounting estimates and management judgments appeared to consider all significant
factors and resulted in appropriate accounting recognition.

Financial statement disclosures

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. There were no particularly sensitive financial statement disclosures.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties encountered in performing the audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.
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Board of Education
Independent School District No. 110

Uncorrected misstatements

Professional standards require us to accumulate all misstatements identified during the audit, other
than those that are clearly trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements.

Corrected misstatements

The following material misstatements detected as a result of audit procedures were corrected by
management:

e Correction of understatement of expenditures and liabilities
o Correction of understatement of revenues and fund balance/net position

Disagreements with management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or the
auditors’ report. No such disagreements arose during our audit.

Circumstances that affect the form and content of the auditors’ report

As previously communicated to you, the report was modified by restating fund balance and net position
to properly record expenditures and revenues.

Management representations

We have requested certain representations from management that are included in the management
representation letter dated December 2, 2022.

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 auditors’
opinion that may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with other accountants.

Significant issues discussed with management prior to engagement

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to engagement as the District's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our engagement.
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Board of Education
Independent School District No. 110

Required supplementary information

With respect to the required supplementary information (RSI) accompanying the financial statements,
we made certain inquiries of management about the methods of preparing the RSI, including whether
the RSI has been measured and presented in accordance with prescribed guidelines, whether the
methods of measurement and preparation have been changed from the prior period and the reasons
for any such changes, and whether there were any significant assumptions or interpretations underlying
the measurement or presentation of the RSI. We compared the RSI for consistency with management’s
responses to the foregoing inquiries, the basic financial statements, and other knowledge obtained
during the audit of the basic financial statements. Because these limited procedures do not provide
sufficient evidence, we did not express an opinion or provide any assurance on the RSI.

Supplementary information in relation to the financial statements as a whole

With respect to the schedule of expenditures of federal awards (SEFA) accompanying the financial
statements, on which we were engaged to report in relation to the financial statements as a whole, we
made certain inquiries of management and evaluated the form, content, and methods of preparing the
SEFA to determine that the SEFA complies with the requirements of the Uniform Guidance, the method
of preparing it has not changed from the prior period or the reasons for such changes, and the SEFA is
appropriate and complete in relation to our audit of the financial statements. We compared and
reconciled the SEFA to the underlying accounting records used to prepare the financial statements or
to the financial statements themselves. We have issued our report thereon dated December 2, 2022.

With respect to the uniform financial accounting and reporting standards compliance table and the
individual fund financial statements and schedules (collectively, the supplementary information)
accompanying the financial statements, on which we were engaged to report in relation to the financial
statements as a whole, we made certain inquiries of management and evaluated the form, content, and
methods of preparing the information to determine that the information complies with accounting
principles generally accepted in the United States of America, the method of preparing it has not
changed from the prior period or the reasons for such changes, and the information is appropriate and
complete in relation to our audit of the financial statements. We compared and reconciled the
supplementary information to the underlying accounting records used to prepare the financial
statements or to the financial statements themselves. We have issued our report thereon dated
December 2, 2022.
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Other information included in annual reports

Other information (financial or nonfinancial information other than the financial statements and our
auditors’ report thereon) is being included in your annual report and is comprised of the introductory
and statistical sections. Our responsibility for other information included in your annual report does not
extend beyond the financial information identified in our opinion on the financial statements. We have
no responsibility for determining whether such other information is properly stated and do not have an
obligation to perform any procedures to corroborate other information contained in your annual report.
We are required by professional standards to read the other information included in your annual report
and consider whether a material inconsistency exists between the other information and the financial
statements because the credibility of the financial statements and our auditors’ report thereon may be
undermined by material inconsistencies between the audited financial statements and other
information. If, based on the work performed, we conclude that an uncorrected material misstatement of
the other information exists, we are required to describe it in our report. Our auditors’ report on the
financial statements includes a separate section, “Other Information,” which states we do not express
an opinion or any form of assurance on the other information included in the annual report. We did not
identify any material inconsistencies between the other information and the audited financial
statements.

* % %

This communication is intended solely for the information and use of the Board of Education and
management of the District and is not intended to be, and should not be, used by anyone other than these
specified parties.

CliftonLarsonAllen LLP

Austin, Minnesota
December 2, 2022
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APPENDIX A

FINANCIAL TRENDS OF YOUR DISTRICT

The following graphs reflect financial trends of Independent School District No. 110. Information related
to fund balances on pages 7 through 15 was obtained from current and prior year audit reports.
Information from Independent School District No. 110, Waconia Public Schools has been included
when appropriate for comparison purposes.

The graphs on pages 16 and 17 show expenditures per student served compared to the five most
recent years, state averages, and the averages for comparable size school districts (students served of
2,000 — 3,999). Prior year expenditure data and statewide averages were obtained from the Minnesota
Department of Education. Current year expenditures were obtained from the current year’s audit report.
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INDEPENDENT SCHOOL DISTRICT NO. 110
YEARS ENDED JUNE 30, 2022

Independent School District No. 110
Fund Trends

General Fund

Year Ended June 30, 2022 2021 2020 2019 2018

Total Revenues $ 52,180,648 $ 49,083,254 $ 46,564,514 $ 42,819,280 $ 39,980,479
Total Expenditures 51,840,519 48,034,446 46,690,714 50,093,477 44,190,308
Other Financing Sources 379,310 204,292 531,003 593,682 (62,065)
Net Change in Fund Balance 719,439 1,253,100 404,803 (6,680,515) (4,271,894)
Fund Balance - Beginning (4,751,045) (6,004,145) (6,408,948) 271,567 4,543,461

Fund Balance - Restated (5,002,849) - - - -
Nonspendable Fund Balance 188,139 142,221 40,035 90,882 51,369
Restricted Fund Balance 555,903 314,204 214,445 26,616 2,023,502

Assigned Fund Balance - - - - -

Unassigned Fund Balance (5,027,452) (5,207,470) (6,258,625) (6,526,446) (1,803,304)
Fund Balance - Ending June 30 $ (4,283,410) $ (4,751,045) $ (6,004,145) $ (6,408,948) $ 271,567

Food Service Fund

Year Ended June 30, 2022 2021 2020 2019 2018

Total Revenues $ 4,704,731 $ 3,131,242 $ 2,128,106 $ 2,401,836 $ 2,288,747

Total Expenditures 3,173,194 2,195,387 2,318,325 2,416,936 2,382,406

Other Financing Sources - - - - -

Net Change in Fund Balance 1,631,637 935,855 (190,219) (15,100) (93,659)
Fund Balance - Beginning 1,520,911 585,056 775,275 790,375 884,034

Nonspendable Fund Balance 46,440 57,392 53,708 21,412 5,122

Restricted Fund Balance 3,006,008 1,463,519 531,348 753,863 785,253

Fund Balance - Ending June 30 $ 3,052,448 $ 1,520,911 $ 585,056 $ 775,275 $ 790,375

Community Service Fund

Year Ended June 30, 2022 2021 2020 2019 2018

Total Revenues $ 3,393,831 $ 2,695,691 $ 2,671,872 $ 3,242,114 $ 3,103,263

Total Expenditures 3,101,048 2,801,369 2,942,511 3,290,698 3,172,103

Other Financing Sources 62,920 106,625 62,578 70,621 74,515

Net Change in Fund Balance 355,703 947 (208,061) 22,037 5,675

Fund Balance - Beginning 395,718 394,771 602,832 580,795 575,120

Nonspendable Fund Balance 5,497 2,203 500 3,132 3,235

Restricted Fund Balance 745,924 393,515 394,271 599,700 577,560

Fund Balance - Ending June 30 $ 751,421 $ 395,718 $ 394,771 $ 602,832 $ 580,795
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INDEPENDENT SCHOOL DISTRICT NO. 110
YEARS ENDED JUNE 30, 2022

Independent School District No. 110
Fund Trends

Capital Projects Fund

Year Ended June 30, 2022 2021 2020 2019 2018

Total Revenues $ - $ 24,032 $ 189,100 $ 8,523 $ 134,100
Total Expenditures - - 1,109,171 1,408,120 23,305,847
Other Financing Sources - - - 2,421,650 12,891,311

Net Change in Fund Balance - 24,032 (920,071) 1,022,053 (10,280,436)
Fund Balance - Beginning - (24,032) 896,039 (126,014) 10,154,422

Restricted Fund Balance - Ending June 30 $ - $ - $ (24,032) $ 896,039 $ (126,014)

Debt Service

Year Ended June 30, 2022 2021 2020 2019 2018

Total Revenues $ 9,634,653 $ 9,390,446 $ 8,968,177 $ 7,948,477 $ 7,335,644
Total Expenditures 9,363,330 9,154,757 9,261,475 8,704,689 7,198,076
Other Financing Sources - - - 256,592 -
Net Change in Fund Balance 271,323 235,689 (293,298) (499,620) 137,568
Fund Balance - Beginning 1,492,365 1,256,676 1,549,974 2,049,594 1,912,026

Restricted Fund Balance - Ending June 30 $ 1,763,688 $ 1,492,365 $ 1,256,676 $ 1,549,974 $ 2,049,594

General Fund
Unassigned Fund Balance
(1,000,000)
(2,000,000)
(1,803,304)

(3,000,000)

(4,000,000)

(5,000,000)

(6,000,000) (5:207470) (5227452)

(6,258,625)
(7,000,000) (6,526,446)
2018 2019 2020 2021 2022
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INDEPENDENT SCHOOL DISTRICT NO. 110
YEARS ENDED JUNE 30, 2022
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INDEPENDENT SCHOOL DISTRICT NO. 110
YEARS ENDED JUNE 30, 2022

General Fund
Deferred Maintenance/LTFM Fund Balance

400,000
357,322

350,000

300,000

250,000

200,000

150,000
93,523

100,000

50,000 27,512
3,157 2,980

2018 2019 2020 2021 2022
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INDEPENDENT SCHOOL DISTRICT NO. 110
YEARS ENDED JUNE 30, 2022
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INDEPENDENT SCHOOL DISTRICT NO. 110
YEARS ENDED JUNE 30, 2022

Debt Service Fund Balance
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2,049,594
2,000,000 1763668
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INDEPENDENT SCHOOL DISTRICT NO. 110
YEARS ENDED JUNE 30, 2022

Sources of Revenues for General Fund
Year Ended June 30, 2022

Federal, $2,040,899

, 4% Taxes, $9,241,888,
18%
Other Local and
___County, $1,541,416

State, $39,356,445,
75%

Comparative General Fund Revenues

$42,000,000
$40,000,000

$38,000,000

$36,000,000

$34,000,000
$32,000,000

$30,000,000

$28,000,000

$26,000,000

$24,000,000

$22,000,000

$20,000,000

$18,000,000

$16,000,000

$14,000,000

$12,000,000

$10,000,000

$8,000,000

$6,000,000 |——————
$4,000,000 | g
2,000,000 :.
$ s_ — I — -

Taxes Other Local and County State Federal

M June 30, 2018 $3,882,875 $994,248 $34,182,303 $921,053

June 30, 2019 $4,625,179 $1,213,658 $36,125,653 $854,790

June 30, 2020 $6,872,050 $1,068,659 $37,757,831 $865,974

M June 30, 2021 $7,225,981 $916,026 $38,867,353 $2,073,894

June 30, 2022 $9,241,888 $1,541,416 $39,356,445 $2,040,899
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INDEPENDENT SCHOOL DISTRICT NO. 110
YEARS ENDED JUNE 30, 2022

Breakdown of Expenditures by Program for General Fund
Year Ended June 30, 2022

Debt Service, $788,226,2%
District & School Admin,

Fiscal Programs, $263,547,1%_Capital Outlay, $721,024,1% 51,512,446, 3%

\

\

District Support, $1,795,676,
Site, Bldg, Equip, $4,619,358, 3%

9%

Pupil SupportServices
$4,273,134, 8%

Instructional Support,

$3,634,277,7% Regular Instruction,

$23,040,409, 44%

Special Ed Instruction,
$10,734,570,21%

Vocational Instruction,
$457,852,1%

Comparative Expenditures by Program for General Fund

$25,000,000
$24,000,000

$23,000,000

$22,000,000

$21,000,000
$20,000,000

$19,000,000

$18,000,000

$17,000,000
$16,000,000

$15,000,000
$14,000,000

$13,000,000

$12,000,000

$11,000,000
$10,000,000

$9,000,000

$8,000,000
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$4,000,000
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$2,000,000
g0 | -
3. e .
District & District Regular Vocational Special Ed Instructional | Pupil Support Site, Bldg, Fiscal
School Admin Support Instruction Instruction Instruction Support Services Equip Programs

Capital Outlay

e W

Debt Service

H June 30, 2018

$1,303,289

$1,925,605

$20,802,447

$711,686

$8,527,165

$2,923,134

$3,719,856

$3,868,754

$102,927

$132,028

$173,417

™ June 30, 2019

$1,358,490

$1,983,132

$21,752,173

$588,221

$9,129,068

$2,933,530

$4,203,476

$4,157,649

$108,415

$3,578,452

$300,871

June 30, 2020

$1,401,450

$1,839,197

$21,084,273

$668,291

$9,102,769

$2,823,710

$4,084,113

$3,778,256

$128,183

$1,454,893

$325,579

M June 30, 2021

$1,441,547

$1,811,376

$21,488,593

$584,008

$9,801,402

$2,940,473

$3,795,866

$4,273,449

$243,338

$797,907

$856,487

June 30, 2022

$1,512,446

$1,795,676

$23,040,409

$457,852

$10,734,570

$3,634,277

$4,273,134

$4,619,358

$263,547

$721,024

$788,226
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INDEPENDENT SCHOOL DISTRICT NO. 110
YEARS ENDED JUNE 30, 2022

Average Daily Memberships

4,500
4,000
3,500 —
3,000 1,891 1,938 1,959 1,947 1,937 |—
2,500 —
2,000 —
1,500 -
1,806 1,802 1,794 1,737 1,748
1,000 -
500 —
2018 2019 2020 2021 2022
mKindergarten and Others OElementary O Secondary
Average Daily Membership (ADM) 2018 2019 2020 2021 2022
Kindergarten and Others 342 311 316 288 310
Elementary 1,806 1,802 1,794 1,737 1,748
Secondary 1,891 1,938 1,959 1,947 1,937
Total ADM 4,039 4,051 4,069 3,972 3,995
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INDEPENDENT SCHOOL DISTRICT NO. 110

YEARS ENDED JUNE 30, 2022

4,500.00 4,267.27

4,000.00
3,503.75

3,500.00
3,000.00
2,500.00
2,000.00
1,500.00
1,000.00

508.41
500.00

(255.11)
(500.00)

2018

M Resident Students

4,235.35

O Resident Students Attending

Open Enrollment

4,207.71 4,091.81

4,083.91

,477.69 3,454.67 3338.04 3,336.05
632.80
584.74 607.25
546.16
(211.50) (168.30) (138.62) (122.96)£
2019 2020 2021 2022

O Non Residents Attending B Net Gain (Loss)

Resident Students

Resident Students Attending
Non Residents Attending
Net Gain (Loss)

2018 2019 2020 2021 2022
426727 4,23535 4,207.71 4,083.91 4,091.81
3,503.75 3,477.69 3,454.67 3,338.04 3,336.05

508.41  546.16  584.74  607.25  632.80

(255.11)  (211.50)  (168.30)  (138.62)  (122.96)
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INDEPENDENT SCHOOL DISTRICT NO. 110
YEARS ENDED JUNE 30, 2022

District and School Admin — all costs related to providing administration to the District (Board of
Education, Superintendent, Principals, Line Administrators, etc.).

District Support Services — all activities provided by central office administrators (Business Services,
Human Resources, Legal, Data Processing, Other District-Wide Support Activities).

Districtand School Administrationand SupportServices

1200
1093 1070

1000 |

799 825 796 819 832
800 |
600
400 |
200 |

0 L
2018 2019 2020 2021 2022 2021 2021
mISD #110 D State £2000-3999
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Regular Instruction — includes all activities dealing directly with the teaching of pupils including co-

INDEPENDENT SCHOOL DISTRICT NO. 110
YEARS ENDED JUNE 30, 2022

curricular and extra-curricular activities.

Special Education Instruction — consists of activities to provide learning experiences for pupils of any

age with atypical characteristics or conditions.

Instructional Support Services — activities to assist instructional staff with content and process of

learning experiences for pupils in K-12 (curriculum, staff development, etc.).

Vocational Instruction — consists of costs related to career exploration, job-entry skills, job upgrading,

and occupational training.

10,000

9,500

9,000

8,500

8,000

7,500

7,000

Total Instruction

9,534

8,880

8,765
8,492

8,162 8,277

2018 2019 2020 2021 2022 2021

m[SD #110 o State = 2000-3999

8,188

2021
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