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INDEPENDENT AUDITORS' REPORT

Members of the Board
Independent School District No. 206
Alexandria, Minnesota

We have audited the accompanying financial statements of the governmental activities, each major fund and
the agency fund of Independent School District No. 206, Alexandria, Minnesota, as of and for the year ended
June 30, 2004, which collectively comprise the District’s basic financial statements as listed in the table of
contents, These financial statements are the responsibility of the management of Independent School District
No. 206, Alexandria, Minnesota. Our responsibility is to express opinions on these 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 Governmment Auditin g 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 agency fund of the Independent
School District No. 206 Alexandria, Minnesota, as of June 30, 2004, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 7, 2004
on our consideration of the internal control over financial reporting of Independent School District No. 206,
Alexandria, Minnesota, and on our tests of its compliance with certain provisions of laws, regulations,
contracts and grants. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results of our audit.

The management’s discussion and analysis and the budgetary comparison information on pages 4 through
13 and 41 through 44, respectively, are not a required part of the basic financial statements but are
supplementary information required by the accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it,

MEMBER OF = PRIVATE COMPANIES PRACTICE SECTION OF  AMERICAN INsTITUTE OF CERTIFED PUBLIC ACCOUNTANTS
S
CPA T CPA. NEVER UNDERESTIMATE THE VaLue.™




Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the basic financial statements of Independent School District No. 206, Alexandria, Minnesota. The
schedules as listed in the table of contents as supplementary information are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The accompanying schedule
of expenditures of federal awards is presented for purposes of additional analysis as required by U.S. Office
of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not arequired part of the basic financial statements of Independent School District No.
206, Alexandria, Minnesota. 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.

e ) f e Lo

October 7, 2004
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INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2004

This section of Independent School District No. 206 — Alexandria Public Schools’ annual financial report
presents our discussion and analysis of the District’s financial performance during the fiscal year that ended
on June 30, 2004. Please read it in conjunction with the District’s financial statements, which immediately
follow this section.

The Management’s Discussion and Analysis (MD&A) is an element of a new reporting model that is required
by the Governmental Accounting Standards Board’s (GASB) Statement No. 34 — Basic Financial Statements
— and Management's Discussion and Analysis — for State and Local Governments issued in June, 1999,
Statement No. 34 contains significant requirements that enhance financial reporting. These requirements
are also designed to make annual reports easier for the public to understand and more useful to stakeholders.
Specifically, Statement No. 34 establishes new reporting requirements that include new financial statements,
expanded disclosure, and supplemental information, including the MD&A (this section).

FINANCIAL HIGHLIGHTS
Key financial highlights for the 2003-2004 fiscal year include the following;
e Netassets decreased $552,897 which is less than four percent over the prior year.

o  Overall actual revenues in the Statement of Activities were $36,405,272 while overall eXpenses
totaled $36,928,681.

o The General fund balance decreased $350,679 while the Food Service fund balance increased
$34,713 and Community Service fund balance increased $970.

»  The Debt Service fund balance increased by $182,836 as a result of local property tax receipts and
interest earned allocation.




INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 34, 2004

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial section of the annual report consists of four parts — Independent Auditor’s Report, required
supplementary information which includes the management’s discussion and analysis (this section), the basic
financial statements, and supplemental information, The basic financial statements include two kinds of
statements that present different views of the District:

o The first two staternents are district-wide financial statements that provide both short-ferm
and Jong-term information about the District’s overall financial status.

o  Theremaining statements are fund-financial statements that focus on individual parts of the
District, reporting the District’s operations in more detail than the district-wide statements.

» The governmental funds statements tell how basic services such as regular and special
education were financed in the short-term as well as what remains for future spending.

©  Fiduciary funds statements provide information about the financial relationships in which
the District acts solely as a trustee or agent for the benefit of others to whom the resources
belong.

The financial statements also include notes that explain some of the information in the statements and

provide more detailed data. Figure A-1 shows how the various parts of this annual report are arranged and
related to one another.

Figure A-1 Organization of ISD #206 — Alexandria, Minnesota Annual Financial Report

Management’s Basie Financial Required
Discussion & Statements Supplementary
Analysis Information

District-Wide Fund Notes to the
Financial Finaneial Financial

Statements Statements Statements
Summary < P Detzail

Figure A-2 summarizes the major features of the District’s financial statements, including the portion of the
District’s activities they cover and the types of information they contain. The remainder of this overview
section of management’s discussion and analysis highlights the structure and contents of the each statement.




INDEPENDENT SCHOOL DISTRICT NO. 206

ALEXANDRIA, MINNESOTA

MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2004

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

Figure A-2 summarizes the major features of the District’s financial statements, including the portion of the
District’s activities they cover and the types of information they contain. The remainder of this overview
section of management’s discussion and analysis highlights the structure and contents of each of the

statements.

Figure A-2 Major Features of the District-wide and Fund Financial Statements

District-Wide

Governmental

Fiduciary

Scdpe

Entire district {except
fiduciary funds)

The activities of the district
that are not proprietary or
fiduciary, such as spegiul
education and building
maintenance, food service,
and commenity education.

Instances in which the
district administers
resources on behalf of
someone else, such as
dental insurance.

Required financial
statements

° Statements of net
assets

e  Statement of
activities

¢  Balunce Sheet

@  Statement of
revenue,
expenditures and
changes in fund
balances

° Statement of
Fiduciary net
assels

e Statement of
changes in
fiduciary net
Assets

{ Accounting Basis and
measurement focus

Accrual accounting and
economic resources focus

Moudified accrual accounting
and current financial focus

Accrual accounting and
economic resources focus

Type of asset/liability
information

All assets and liabilities, both

1 financial and capital, short-

term and long-ferm

Generally assets expecied to
be used up and linbilities that
come due during the year or
soon there afier; no capital
assets ar long-term liabilities

1 included

All assets and liabilities,
both short-term and long-
term; funds do not
currently contain capital
assets, although they can

Type of inflow/out
flow information

All revenues and expenses
during year, regardless of
when cash is received or paid

Revenues for which cash is
received during or soon afier
the end of the year;
expenditures when goods or
services have been received
and the related liability is due
and payable

All additions and
dedications during the
year, regardless of when
cash is received or paid

District-Wide Statements

The district-wide statements 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 a// 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.

The two district-wide statements report the District’s et 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,

o Over time, increases or decreases in the District’s net assets are an indicator of whether its

financial position is improving or deteriorating, respectively.




INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2004

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)
o To assess the overall health of the District you need to consider additional non-financial

factors such as changes in the District’s property tax base and the condition of school
buiidings and other facilities.

In the district-wide financial statements the District’s activities are shown in one category:
o Goverpmental activities — Most of the District’s basic services are included here, such as

regular and special education, transportation, administration, food services, and comnunity
education. Property taxes and state aids finance most of these activities.

Fund Financial Statements

The fund {inancial statements provide more detailed information about the District’s finds — focusing on its
most significant or “major” funds — not the District as a whole. Funds are accounting devices the District
used to keep track of specific sources of funding and spending on particular programs:

e Some funds are required by State law and by bond covenants.

e The District establishes other funds to control and manage money for particular purposes
(e.g., repaying its long-term debts) or to show that it is properly using certain revenues (e.g.,
federal grants).

The District has two kinds of funds:

o Governmental funds — Most of 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 funds statements provide a detailed short-term
view that helps to determine whether there are more or fewer 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 district-wide statements, we provide
additional information following the governmental funds statements that explains the
relationship (or differences) between them.

*  Fiduciary funds — The District is the trustee, or fiduciary, for assets that belongs to others,
such as the dental plan. The District is responsible for ensuring that only those to whom the
assets belong use the assets reported in these funds. The District’s fiduciary activities are
reported in a separate statement of fiduciary net assets, We exclude these activities from the
district-wide financial statements because the District cannot use these assets to finance its
operations.




INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 39, 2004

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE
(DISTRICT-WIDE FINANCIAL STATEMENTS)

Net Assets

The District’s combined net assets were $15,303,084 on June 30, 2004. This was a decrease of $552,897
from June 30, 2003. See Table A-1.

Total Net Assets

$15,855,981

$15,303,084

Table A-1
ISD #206 — Alexandria, Minnesota
Combined Statement of Net Assets
Governmental Activities
2003 200 Total Percentage Change
2003-2004
Current and Other Assets $13,947,997 $13,556,813 (2.8%)
Capital Assets 23.887.446 22412912 (0.2%)
Total Assets $37,835,443 $35,969,725 {4.9%)
[.ong-term Liabilities $13,357,000 512,270,060 {8.1%)
Other Liabilities 8.622.462 8.396.641 (2.6%)
Total Liabilities $21,979,462 $20,666,641 (6.0%)
Net Assets
Invested in capital assets,
Net of related debt $10,032,446 3 9,657,912 (3.7%)
Restricted 1,730,560 1,828,530 5.7%
Unrestricted 4,092 975 3.816.642 (6.8%)

(3.5%)

The District’s stable financial position is the product of many factors, but is indicative of how tight the

District’s operating budget is in view of marginal state funding.




INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2004

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE
(DISTRICT-WIDE FINANCIAL STATEMENTS) (Continued)

Change in Net Assets

The decrease in net assets occurs as a result of the District’s expenses being more than its revenues for the
year ended June 30, 2004. A summary of the revenue and expenses is presented in Table A-2 below.

Table A-2
ISD#206 — Alexandria, Minnesota
Change in Net Assets

EVENUCS

Program revenues
Charges for services $ 1,916,350
Operating grants and contributions 6,706,223
Restricted earnings 5,962

General revenues
Property taxes 3,153,618
Aids and payments form state and other governments 24,461,928

Other sources

161,191

Total Revenues $36,405,272
Expenses

District and school administration $ 1,194,221
District support services 1,283,085
Regular instruction 16,699,322
Vocational instruction 499,658 %
Exceptional instruction 5,635,404
Community education & services 1,139,640
Instructional support services 1,668,098
Site, buildings and equipment 3,170,103
Pupil support 4,375,400
Fiscal & other fixed cost programs 788,671
Unallocated - depreciation, expenses 475.079

Total Expenditures $36,928,681 |

Change in Net Assets $ (552,897

Ending of Year Net Assets $15,303,084|




INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2004

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE
(DISTRICT-WIDE FINANCIAL STATEMENTS) (Continued)

The District’s total revenues consisted of program revenues of $8,628,535, property taxes of $3,153,618,
aids and payments from the state of $24,461,928 aids and miscellaneous sources of $161,191. Expenses
totaling $36,928,681 consisted mainly of regular, vocational and exceptional instruction costs of
$22,834,384, district, instructional and pupil support services of $7,326,583, site, building and equipment
related costs of $3,170,103, fiscal and fixed-cost programs of $788,671, community education services of
$1,139,640, and administrative costs of $1,194,221.

Pie charts for revenue and expense categories are present in Tables A-3 and A-4.

Revenues - Table A-3

State aid and
payments
T8.06%
Miscellanepus
2.7%
Federal aid and
paymnents Property Taxes Program
6.7% 8.9% Revenues

Expenses - Table A4

Direct nstroction
60.8%

Support Semices
19.3%

Propesty Related

8.5% Administration
Fiscal & Fixed 3.2%

5.2%

10




INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2004

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS
(FUND FINANCIAL STATEMENTS) (Continued)

The financial performance of the District as a whole is reflected in its governmental funds as well, As the
District completed the year, its governmental funds reported a combined fund balance of $6,543,355, a
decrease of $132,157 or 1.98 percent from last year’s ending fund balance.

Revenues of the District’s governmental funds were $36,390,528, while total expenditures were $36,522,688.
A summary ofthe revenues and expenditures reported on the governmental fund financial statements appears
in Table A-5 below:

Table A-5
ISD#206— Alexandria, Minnesota
Revenue & Expenditures — Governmental Funds

Other Fund Balance
Financing Increase

Revenue Expenditures | Sources Uses {Decrease)
General Fund $31,697,433 $32,048,112 $(350,679)
Food Service Fund 1,543,208 1,508,495 34,713
Community Service Fund 1,154,008 1,153,038 970
Debt Service Fund 1,995,879 1.813.043 182.836
Totals $36,390,528 { $36,522,688] $ $(132,160)

GENERAL FUND BUDGETARY HIGHLIGHTS

During the year ended June 30, 2004, the District revised its operating budget four times. The first revision
was planned, and was necessary because when the initial budget was prepared and adopted (a budget must
be in place prior to the beginning of the fiscal year on July 1} details of student enrollment numbers, staffing
levels, grant allocations, budget reinvestments and other significant information items were not yet known.
When these items became known, the budget was revised to reflect them. This revision was made in
November following the Budget Assumptions that were approved by the Board. A similar revision is made
cach year for the same reasons. The second revision was made in February to reflect the details of federal
programs. The third and fourth budget revisions made in April and June were to reflect updated information
on the federal dollar allocations for the district [the result of changes made by the Runestone Area Education
District]. The RAED changes are part of District’s 206 budget as we serve as their fiscal host.

Although the District’s final general fund budget anticipated that expenditures would exceed revenues by
51,114,493, the actual results for the year showed a deficit of $350,679. This occurred primarily because
of favorable developments relating to exceptional instruction (special education):

® A significant unanticipated amount of Third Party Billing revenue was received during the

year. This was the result of the district adding the cost of paraprofessionals to the billing
system for the full year. Resulted in a 178% increase over prior year receipts.

11




INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2004

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS
(FUND FINANCIAL STATEMENTS) (Continued)

e The District’s receipts for special education tuition billings, which are based on utilization,
were ultimately billed at a significantly greater dollar amount than the budgeted amount.
$63,00 resulted in a 177% increase over prior year receipts.

There were several other less significant areas as well where revenues exceeded budget and expenditures
were under budget that combined to produce the favorable outcome.

OTHER MAJOR FUNDS

The Food Service Fund had a surplus of $34,713 due to two main factors: (1) more free and reduced meals
were served and (2) a planned equipment purchase/repair being funded with Health & Safety dollars instead
of Food Service operations budget.

The Commumity Service Fund adjusted their programming in order to absorb budget cuts enacted by the
Legislature. The budgets reductions were the result of legislative changes made in the 2003 session, which
resulted in the unallotment of dollars earmarked for Community Service operations. The Community Service
Fund had a sufficient fund balance to withstand these initial cuts in funding, but had to adjust their
programming priorities for FY04 and future years. The Community Service Fund will continue to adjust
programming in order to operate on a sound financial basis. FY04 operations resulted in a nearly balanced
budget, with a net gain in fund balance of $970.

The Debt Service fund had a surplus of $182,836 due to property tax levies at 105% of debt service
payments.

DEBT ADMINISTRATION

Long-Term Debt

At year end the District had $12,755,000 of bonded long-term debt. Under current state statutes, the
District’s general obligation bonded debt issuances are subject to a legal limitation equal to 15% of the actual
value of all taxable property within the District. The District is within its legal authority for bonded debt.

The bonds consisted of General Obligation refunding bonds. Note #12 to the financial statements present
details and repayment provisions of these items.

The District also has $653,000 reserved for severance payable.

12




INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2004

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS
(FUND FINANCIAL STATEMENTS) (Continued)

FACTORS BEARING ON THE DISTRICT’S FUTURE

With the exception of voter-approved excess operating referendum (none in place), the District is dependent
on the State of Minnesota for its revenue authority. Alexandria receives only $3.45 over the state general
education allowance of $4,601 per student, which is $605.55 below the average for Minnesota schools.
Recent experience demonstrates that legislated revenue increases have not been sufficient to meet
instructional program needs and increased cost due to inflation. Fortunately the District is experiencing a
stable enrollment period to counteract the declining funding that many state districts are encountering.

Accordingly, the District continues to utilize the Reinvestment Budgeting Process and the District Financial
Stabilization Plan. These programs have been successful in the past and will improve our allocation of
resources according to District priorities. The District will strive to maintain its long-standing commitment
of academic excellence and educational opportunity for students within a framework of financial fiduciary
responsibility.

The Community Service program will have to continue to prioritize their programming needs and demands,
as they are scheduled to receive an eighteen (18) percent decrease in funding for FY05.

The other factor to consider while looking at the future of the District is the Operating Levy Referendum
election during November 2004. The proposed referendum would address the concerns of class size, student
support, technology updates, transportation fleet updates, maintaining extracurricular activities, and
programming needs of the district.

If the referendum fails, the District will need to continue to look at these areas of concern and make difficult
decisions as they plan for the future allocation of funds.

CONTACTING THE DISTRICT’S MANAGEMENT

The 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 nieed additional financial information, contact the
Business Office, Independent School District #206, 715 Elm Street, Alexandria, Minnesota 56308,

13
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INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
STATEMENT OF NET ASSETS

(With Partial Comparative Information as of June 30, 2003)

ASSETS
Cash and investments
Current property taxes receivable
Delinquent property taxes receivable
Due from other Minnesota school districts
Due from Minnesota Department of Education

Due from federal government through Minnesota
Department of Education
Receivable - property tax shift
Accounts receivable
Prepaid items
Inventory
Capital assets

Land

Land improvements

Buildings

Equipment

Less accumulated depreciation

Total Assets

LIABILITIES
Salaries payable
Current portion of long-term obligations
Accrued interest payable
Accounts payable
Due to other Minnesota school districts
Due to other governments
Defined contributions payable
Payroll deductions
Deferred revenue
Property taxes levied for subsequent years

Severance payable
Portion due or payable after one year

Total Liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restrieted for specific purposes
Unrestricted

Total Net Assets

See accompanying Notes to Basic Financial Statements.

i5

June 30,

2004 2003
$ 5,602,788 § 7,399,685
1,700,188 1,591,850
32,376 47,120
179,293 239,094
5,092,418 4,271,054
576,239 282,348

313,468

20 23,572
54,367 79,923
5,056 13,351
841,422 841,422
2,725,580 2,725,580
29,396,268 29,228,077
16,698,137 16,696,216
(27.248.495)  (25.603.849)
$35.9659.725  $37.835.443
$ 2,689,616 % 2,874,340
1,140,000 1,100,000
275,559 297,100
627,362 191,275
893,680 586,341
(26) 118
520,947 558,280
40,983 9,601
63,043 113,670
2,144 877 2,891,237
655,000 602,000
11,615,000 12.755.000
$20.666.641  $21,979.462
$ 9,657,912  $10,032,446
1,828,530 1,730,560
3.816.642 4.092.975
$15.303,084  $15.855.981




186°SSR Gl §

PEOE0ECL §

D00 £F9 01
{610°28£) &

[86558°C1
{£68°T55) §

g1

Fupurgaq - §19s58 10N
§1255E J2U U1 3TuR)

"sjUaIIalelg [RIoneUl] aseq o) sajoN Smduvedweooe sag

Surpug - sjasse JoN

018%e6 9T § LELOLLLT S SaNUIASY [BIGUSD) [BJ0],
TIOETT [STACIN SATLUIADL STIODLUE][IOSIA]
wh.mﬁmw wm.vﬁﬁw.. mmEEmu Hﬂucbmo_‘az.— _uuwumbmuhmD
1£6°61 E1S5T TIP2ID anfea JeyIe
PrLOIF 0T SIFLOT'FT a1e3s ay woy sjuswiied pus spry
YL CEL T C€TR69L 1 S991A10% 1GaP 10] Pa1Aas] *saxe] Apadolg
wcm.on: mwhnmm :Om“mu:vu \mEEw.w ﬁoozgﬁu hTma fis}s ﬁm.gm_ soxE] %to&o._&
wmm.m©~ Su._w:nam Sa0IAI3E puE ﬂotmummuu %pm:zrﬁwﬁou 10} palad] .mwxmu hﬁuno.i
1L8°991°F  § 685°C80°1 & sasodind jesousd 10j paraa] ‘saxe Auadoig
muxm,b
SANLJADL jelauany
(6T TILLTS (or 00T 80)S 7968 g § ETC90L9 & OSEolel T89°826'0¢%
(F9°TE9) (6L0°CLY) GLOCLE
(s0z’6+0'1) (161°08L) 7965 g TIS'T 129°88L
(569°60L°7) (z8L'ce1'e) [ZEFE E0T1°0L1E
(990°69+°7) (oc0'6vt'T) PI8'+68 955 1£0%1 00F'SLEF =
{£8T°€LL"1) (SrrTeen) 0v0D'Pe €191z 260°399°p 4
(178'62¢) (12€°0L8) L6T'SIS TLGEST 0F9*6E1 T
(91+°0686) (805°cec’D) ELI'EE6'E £TLFIE POFSES'S —
(gze'Lay) (zeL'vor) 9T6'PE 8C9°667 -
(960°2E6'Y1) (6£8'00T°S1) B1¢882°1 €91'01¢ TTE'669°91 -
(reT81€'D) (Tr61L2°1) £F1°11 g C80°€8L°
(Se1'c80°1) & (1ze'v61°1) § 1Z2'%61°1 §
51955V 19N 51955y IBN SGUIWIey SUONNQLOU0y SUONQLINe)) SA0TATDG TFasuadxy
up safusy) u sagueyny PoloLnsSay PUE SjURIND pUE SjUBLICY 10] sagIBy)
PUB SNULRAY PUE SNUIATY [endeny duneradp
(asuadxq) 12N {asuadxq) 19N SoNUSADY B0l
00T ¥00Z

"€ aun| popi SIea A ol 404

SATLIALLDYV A0 INAWILVYLS
VIOSANNII ‘YIHANVXA TV

(£00¢ ‘0 duny Jo se uonEILIOJU] AAnEIedwo)) [RIME U

907 "ON LOTY.LSIAd TOOHDS LNAANAJAANT

SOUIALDY [EJUSLILISACE) [EI0],

sasuadxa ‘ueneroaidep - paseoo[eun

sweidoid (803-paxiy IY}0 puE [BISL]

juawdinbs puw sBuiping ‘aug

sa01Alas Ltoddns idng

sa01Al28 Woddns [euononnsug

5Q01ALDS PUE UOHBINDP2 ANUNULLO))

uonanysut jruondaoxy

UOIJONHSUL [EUOIBIOA

uonANIsUL JBngay

52014135 1oddns oL

HONBLSIUIUPE [00U0S PR JoLS8IC]
S3IIAIOE [BIUSILLIZAOL)

SUIPIA0L] J SUCTIdUN]




Ll

"SJUSIIRIRLS [RIoURLL] 2I5EE 0 sjoN Sulfuedwoose aag

LE6LYGELS EISOSSEIS  ¥SL 66t & CLR6Er § RcOccr & 0GI S6£ 018
CICCLo0 § CCEEre 9§ OO[C8F S 36306 § YoFSic & [TRSP0% §
SCo e T STRYILT 991°C3F & F660F FOFCIE % TOT €38 €
005'0€LT & 0£6'928'1 § F06'69 % 979'TOL §
8FTUTL S RCFEIOL §  HICPIRT § LEGThE § Foc061 § GOCGVLT §
LEC163¢C LIRFFTC FETORL T T6E 991 [CEe8l
OLO'ETL £F0°E9 £r9°c9
rANAY 9LETE FEP81 kY F16°C Q0011
1096 £86'0F £36°07
082°85¢ L¥60ES TI5'9 858, LLS90S
811 (97) (92)
1F£'98¢ 089°€68 881 T61°6L8
SLT' 161 T9E°LTY £98°6r LBL'ES TOL'LTS
PR FLET § 919°689°T § cTl'sy 8 606 b3 CRS109T 8
LGELPGEIS CI8OSCEI S FSLGBLC § cEg6er & gT0cer & 961 S6E LS
TCCE] 950°C 950°C
ET6GL LOEFS L9E" S
TLEET 0Z 0c
F9FCIE RO4°CIE

8tE'T8T 6ETOLE 6ETOLE
PSO'1LTY 2H'T6O'S R10'v c21°68 POLS 11556
60°6£T E6T'6L] £6T'6LI
0TT'LY 0LE'TE PS8l FI6T 800°11
058°165°1 831°00L°1 185°6L6 LTL091 088°€9%
CRO°66E°L § 83L°TO0°C § [0L°192°1 % 600°LB1 & §ro0ly 8 OEP'EPLE

mﬂﬁnm mﬂczm ﬁ_.m._.m ﬁc:& ﬁmbm m:.:.,nm
—EEUEEP}OO _EnuEEu.}cU uomtow mn—oﬂ uuw?_um uufﬂuw —uoom E.S:QU

[810], 12101 Apununuoy

€00 v00T

"0t SUT[ POpLy 513, o1 10,

AMOON .DM SUN[ JO 58 UOIIBUEIQEL] u>_um.~mQEOU eeg —z_Bv

SAN TYLNIWNYIAOD
LITIHS HONVIVL
VLOSTNNIN ‘VIMANYXATV

907 "ON LOTILSIA TOOHDS LNEANAJAANT

sasug[Rg puUn, puz SaRIIGel] [BI10],
saoue[eg pund [210]

paAlasaluf
poatasay
saJuE[Eq pUN]

sanjIqur] B,

siuaA Juanbasqns 1o) patag] saxe) Auadoyg
SNUIADI PAHIA(]
soxe) juanbuijap - anusadl paLiagac]
suonanpap [|oided
ajqeAed SUCHNQIIUOY PAUGa(]
spuswRA0E 1910 03 ang]
SIALISIf [00YDS BIOSIULHA] 193¢ 0] angg
ajqrAed sjunodoy
a1qedud saueEg
SaNI1qel]
SHINY'IVH UNNJ ANV SFLLITIFGVIT

51988V [BIG ]

A107u2AU]
swiall predaig
3[(BAII2] SIUNCDDY
ys xe) Aradoad - ajqeaRony

uoeanpy Jo uatuedac Bjosauy
y8noay; Juaiinsaod [EIapal woyy an(g
uoneonpy jo judpedag] 2I0SSUMIIA WO an¢]
S10LISIP [0OUDS BJOSIUUTIAF 154)0 L] Hu(]
a[qeaiadai saxe) Auadord juanburagg
sjqeAlz0as saxe Auodosd Jusaing
SUSLUISIAUL PUE USED)

S.La58V



INDEPENDENT SCHOOL DISTRICT NO. 206

RECONCILIATION OF THE GOYERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
JUNE 30, 2004

(With Partial Comparative Information as of June 30, 2003)

Total fund balances - governmental funds

Amounts reported for governmental activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported as assets in governmental funds. The
estimated historical cost of the assets is $49,491,295 and the
accumulated depreciation is $25,603,849 for 2003. The estimated
historical cost of the assets is $49,661,407 and the accumulated
depreciation is 827,248,495 for 2004.

Amounts for severance payable are not due and payable in the current
period; and therefore, are not reported as liabilities in the governmental
funds.

Long-term liabilities are not due and payable in the current period and
therefore are not reported as liabilities in the funds. Long-term liabilities
at year-end consist of

Bonds payable

Delinquent taxes are earned, but not available in the current period.
Therefore, they are recorded as a liability in the funds but are part of net
assets.

Governmental funds do not report a liability for accrued interest until due
and payable.

Total net assets - governmental activities

See accompanying Notes to Basic Financial Statements,
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2004 2003
$ 6,543,355 § 6,675,515
22,412,912 23,887,446
(655,000) (602,000)
(12,755,000)  (13,855,000)
32,376 47,120
(275.559) (297.100)
$15303,084 $15.855.981
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INDEPENDENT SCHOOL DISTRICT NO. 206

ALEXANDRIA, MINNESOTA

RECONCILIATION OF THE CHANGE IN FUND BALANCES OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2004

(With Partial Comparative Information as of June 30, 2003)

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of activities
are different because:

Capital outlays are reported as expenditures in governmental funds.
However, in the statement of activities the cost of capital assets is allocated
over their estimated useful lives as depreciation expense. In the current
period these amounts are:

Capital outlay
Depreciation expense

Repayment of long-term debt is reported as an expenditure in governmental
funds, but the repayment reduces long-term liabilities on the statement of
net assets. In the current period these amounts consist of:

Bond principal retirement
Severance payable increase

Delinquent property taxes receivable will be collected this year, but are not
available soon enough to pay for the current period’s expenditures, and
therefore are deferred in the funds.

Interest on long-term debt in the statement of activities differs from the
amount reported in the governmental funds because interest is recognized
as an expenditure in the funds when it is due, and thus requires the use of
current financial resources. In the statement of activities, however interest
expense is recognized as interest acerues, regardless of when it is due.

Change in net assets - governmental activities

2004 2003
$(132,160) § 225,888
295,778 188,651
(1,770,312)  (1,839,458)
1,100,000 935,000
(53,000)
(14,744)
21.541 (297.100)
$(552.897) & (787.019)

See Accompanying Notes to Basic Financial Statements.
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INDEPENDENT SCHOOL DISTRICT NO. 206

ALEXANDRIA, MINNESOTA

STATEMENT OF FIDUCIARY NET ASSETS

JUNE 30, 2004

(With Partial Comparative Information as of June 30, 2003)

ASSETS
Cash and investments

Total Assets

LIABILITIES
Funds held for other organizations

Total Liabilities

NET ASSETS

2004
Agency
Fund

$46.386

$46.386

°&
BN
=)
L)
(wal
[

=l
.
(=N
[}
o0
o

g

See accompanying Notes to Basic Financial Statements.
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INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Basis of Presentation

The financial statements of Independent School District No. 206 have been prepared in conformity with
U.S. generally accepted accounting principles (GAAP) as applied to governmental umits. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
establishing governmental accounting and financial reporting principles. The GASB has issued
codification of governmental accounting and financial reporting standards dated June 30, 2000, This
codification and subsequent GASB pronouncements are recognized as U.S. generally accepted
accounting principles for state and local government.

This financial report has been prepared in conformity with GASB Statement No. 34, Basic Financial
Statements - and Management’s Discussion and Analysis - for State and Local Governmentis; Statement
No. 37, Basic Financial Statements—and Management’s Discussion and Analysis—for State and Local
Governments: Omnibus and Interpretation No. 6 Recognition and Measurement of Certain Liabilities
and Expenditures in Governmental Fund Financial Statements, all issued in June 1999,

B. Reporting Entity

Independent School District No. 206 is an educational entity established by the State of Minnesota and
is considered a charitable organization under Internal Revenue Code Section 170.

The District's Board consists of eight members, seven elected and the District’s superintendent serves
as a nonvoting eighth member. The majority of the District's funding is provided by county levies and
state aid.

The District’s policy is to include in the financial statements all funds, departments, agencies, boards,
commissions, and other component units for which the District is considered to be financially
accountable.

Component units are legally separate entities for which the District (primary government) is financially
accountable, or for which the exclusion of the component unit would render the financial statements of
the primary government misleading. The criteria used to determine if the primary government is
financially accountable for a component unit include whether or not the primary government appoints
the voting majority of the potential component unit’s governing body, is able to impose its will on the
potential component unit, is in a relationship of financial benefit or burden with the potential component
unit, or is fiscally dependent upon by the potential component unit.

Based on these criteria, there are no organizations considered to be component units of the District.

Extracurricular student activities are carried on primarily by student participants under the guidance of
an adult and are generally conducted outside of school hours. In accordance with Minnesota Statutes,
the District’s School Board has not elected to control or be otherwise financially accountable with
respect to the underlying extracurricular student activities. Accordingly, the extracurricular student
activity accounts are not included in these financial statements.




INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Basic Financial Statement Presentation

The District-wide financial statements (i.e. the Statement of Net Assets and the Statement of Activities)
display information about the reporting government as a whole. These statements include all the financial
activities of the District, except for the fiduciary fund. The fiduciary fund is only reported in the
Statement of Fiduciary Net Assets at the fund financial statement level.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

The District applies restricted resources first when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available. Depreciation expense that can be specifically
identified by function is included in the direct expenses of each function, Interest on long-term debt is
considered an indirect expense and is reported separately on the Statement of Activities. Generally, the
effect of material interfund activity has been removed from the District-wide financial statements.

Separate fund financial statements are provided for governmental funds and fiduciary funds. All
individual governmental funds are reported in separate columns in the fund financial statements. The
fiduciary fund is presented in the fiduciary fund financial statement by type (agency fund). Since by
definition these assets are being held for the benefit of a third party and cannot be used for activities or
obligations of the District, these funds are excluded from the District-wide statements.

Proprietary funds are used to report business-type activities carried on by a school district, No activities
of the District were determined to be of this nature, so no proprietary funds are presented in the financial
statements.

D. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied is determined by its measurement focus and
basis of accounting. The District-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. The modified accrual basis of accounting recognizes
expenses when incurred, except principal and interest on general long-term debt which is recognized
when due, and revenue under the following principles:

Property tax revenue is recorded under the intact levy concept, whereby taxes collectible during
a calendar year are recorded as revenue in the fiscal year beginning within the year of collection.

State aids are recorded as revenue in the fiscal year for which the aids are desi gnated by statute,
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INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 39, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Other revenues are recognized when susceptible to accrual, i.e., when they become both
measurable and available. “Measurable” means the amount of the transaction can be determined,
and “available”means collectable within the current period or soon enough therefore to be used
to pay liabilities of the current period which 1is not greater than 60 days.

Description of Funds

The existence of the various District funds has been established by the State of Minnesota, Department
of Education. Each fund is accounted for as an independent entity. A description of the funds included

in this report are as follows:

Governmental Funds

General Fund - Accounts for all financial resources and transactions except those required to be

accounted for in other funds.

Special Revenue Funds - Accounts for the proceeds of specific revenue sources (other than expendable
trust and major capital projects) that are legally restricted to expenditures for specified purposes. The

District's special revenue funds and their purposes are as follows:

Food Service - Accounts for all activities associated with the preparation and serving of
regular and incidental meals, lunches or snacks in connection with school activities.

Community Service - Accounts for the resources designated for programs other than those
for elementary and secondary students.

Debt Service Fund - Accounts for the accumulation of resources for, and the payment of, general long-

term debt principal, interest and related costs.
Fiduciary Fund

Agency Fund - Account for assets held solely in a custodial capacity.

GASB Statement No. 34 specifies that the accounts and activities of each of the District’s most
significant governmental funds (termed “major funds”) be reported in separate columns on the fund

financial statements. Other non-major funds can be reported in total.

GASB Statement No. 34 also requires that budget vs. actual information be presented for the general

fund and all budgeted major special revenue funds.

E. Specific Account Information

Cash and Investments - Cash consists of demand deposits and short-term investments with original
maturities of three months or less. Investments are recorded at cost. Inierest carned on investments is

allocated to specific funds based on the average cash balance carried in each fund during the year.



INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxes Receivable - Taxes receivable represents taxes levied in 2003 which are not payable until 2004,
net of the amount received prior to June 30.

Property Taxes - Property tax levies are set by the School Board in October of each year, and are
certified to the County for collection in the following year. In Minnesota, counties act as collection
agents for all property taxes. The County spread all levies over taxable property.

Real property taxes may be paid by taxpayers in two equal installments on May 15 and October 15.
Personal property taxes may be paid on February 28 and June 30. The County provides tax settlements
to schools and other taxing districts four times a year, in February, April, June and November.

Taxes which remain unpaid at June 30 are classified as delinquent taxes receivable and are fully offset
by deferred revenue in the governmental funds because they are not known to be available to finance
current expenditures. No allowances for uncollectible taxes has been provided because such amounts
are not expected to be material.

Due from Other Governments - Amounts due from the Minnesota Department of Education, from the
Federal government through the Department of Education, and from other governmental units for general
education aids and reimbursements under various specific programs are reported at the estimated
amounts to be received based on available information at the date of this report. In some instances,
adjustments and proration by these agencies, which are dependent upon the amount of funds available
for distribution, may result in differing amounts actually being received. Any such differences will be
absorbed into operations of the subsequent period.

Receivable - Property Tax Shift - This balance represents the amount of the 2003 payable 2004 property
tax levy the Minnesota state legislature required the District to recognize early, as general education aid,
in excess of actual collections of the levy at June 30, 2004.

Inventory - Inventory, consisting of food service goods and commodities on hand in designated central
storage areas at June 30, 2004, is reported at cost. The cost of supplies, other than food items, not
housed in a designated central stores area is not reported as an asset in accordance with instructions
issued by the Department of Education. School District officials have not determined the value of such
unrecorded items at June 30, 2004.

Prepaid Items - Prepaid items consist of amounts paid during the year ended June 30, 2004 which will
be recognized over future periods. Included in this account are heating oil, gasoline, diesel fuel and
insurance.

Capital Assets - Capital assets are capitalized at historical cost, or estimated historical cost for assets
where actual historical cost is not available. Donated assets are recorded as capital assets at their
estimated fair market value at the date of donation. The District maintains a threshold level of $10,000
or more for capitalizing capital assets. The system for accumulation of fixed assets cost data does not
provide the means for determining the percentage of assets valued at actual and those valued at estimated
cost,




INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital assets are recorded in the District-wide financial statements, but are not reported in the fund
financial statements. Capital assets are depreciated using the straight-line method over their estimated
useful lives. Since surplus assets are sold for an immaterial amount when declared as no longer needed
for public school purpose by the District, no salvage value is taken into consideration for depreciation
purposes. Useful lives vary from 20 to 50 years for land improvements and buildings, and 5 to 15 years
for equipment.

Capital assets not being depreciated include land and construction in progress, if any.

Long-Term Obligations - In the District-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the applicable governmental activities. Existing bonded debt is
reported at the face value of remaining indebtedness. For any new indebtedness that may be issued in
the future bond premiums and discounts, as well as issuance costs, will be deferred and amortized over
the life of the bonds using the effective interest method. Bonds payable will be reported net of the
applicable bond premium or discount. Bond issuance costs will be reported as deferred charges and
amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is reported as
other financing sources. Premiums received on debt issuances are reported as other financing sources
while discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service expenditures.

Deferred Revenue - Delinquent Taxes - Represents an amount equal to the delinquent taxes receivable
in each fund less any amounts received by the District within sixty (60) days of the fiscal year end.

Deferred Revenue - Deferred revenue represents the amount of Federal grant and special education funds
received for a subsequent year.

Property Taxes Levied for Subsequent Year - Property taxes levied for subsequent year represents the
2003 levy of local taxes, including the portions assumed by the State, with the exception of those levies
shifted per Note 7 of the financial statements. These levy amounts will not be recognized as revenue
until the fiscal year beginning July 1, 2004.

Net Assefs - Net assets represent the difference between assets and liabilities in the District-wide
financial statements. Net assets invested in capital assets, net of related debt consists of capital assets,
net of accumulated depreciation, reduced by the outstanding balance of any long-term debt used to build
or acquire the capital assets. Net assets are reported as restricted in the District-wide financial statements
when there are limitations imposed on their use through external restrictions imposed by creditors,
grantors, or laws or regulations of other governments.

Fund Balance Reserved for Re-employment Insurance - The reserved fund balance represents available
resources dedicated exclusively for re-employment insurance obligations. The balance consists of the
total amount levied for this purpose over the years less any claims paid or recorded as payable since
levying began. The School District reimburses the State for claims charged to its account. As such when
reimbursements are made, they are charged to operations of the General Fund.
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INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Balance Reserved for Severance - The reserved fund balance is the estimated potential amount of
early retirement benefit payments to be made in the 2004-2005 school year if all eligible teachers were
approved for retirement during the next year.

Fund Balance Reserved for Community Education - The reserved fund balance represents resources
available to provide programming such as: nonvocational, recreational and leisure time activities,
programs for adults with disabilities, non-credit summer programs, adult basic education programs, youth
development and youth service programming and extended day programs.

Fund Balance Reserved for Operating Capital - Beginning July 1, 1996, the fund balance reserved for
equipment aid and facilities are included in the general fund. The previous balances of the two reserves
were merged into the reserve for operating capital. The reserved fund balance now represents resources
available for technology personnel costs, purchase of school buses, equipment purchases, repair and
restoration of existing district-owned facilities and plans for new construction.

Fund Balance Reserved for Health and Safety - The reserved fund balance represents the available
resources for correction of fire, life and other safety hazards, including the removal and clean-up of
asbestos and polychlorinated biphenyls. Also, the funds may be used for the remaval, clean-up, disposal
and repairs related to the storage of heating and transportation fuels.

Fund Balance Reserved for Early Childhood and Family Education - The reserved fund balance
represents resources available to provide for services for Early Childhood Family Education
Programming,.

Fund Balance Reserved for School Readiness - Represents the resources available to provide for services
for School Readiness Programs.

Fund Balance Reserved for Staff Development - Represents the unspent staff development revenues set
aside from General Education Revenue.

Fund Balance Unreserved - Undesignated - The fund balance indicates that portion of fund equity which
is available for budgeting in future periods.

NOTE 2 - BUDGETARY DATA

Budgets - Budgets are prepared for School District funds on the same basis and using the same
accounting practices as are used to account and prepare financial reports for the funds. Budgets
presented in this report for comparison to actual amounts are presented in accordance with generally
accepted accounting principles.

Formal budgetary integration is employed as a management control device during the year for the general
fund and all special revenue funds.

Encumbrances - Encumbrance accounting, under which purchase orders, contracts and other
commitments for the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriations, may be employed by the District to assure effective budgetary control and to facilitate
effective cash planning and control. Encumbrance information has not been incorporated into the
financial statements, however,
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NOTE 3 - UNRESERVED FUND BALANCE

The District's unreserved general fund balance of $3,883,201 on June 30, 2004, includes $80,000 of
board designated funds for replacement of Dean Melton (softball field) facilities.

The unreserved fund balances of the special revenue and debt service funds are undesignated.

NOTE 4 - FUND BALANCE - RESERVED

Reserved fund balances represent available resources for specific purposes as outlined in Note 1 in the
various funds as follows:

Community
Fund Balances (Deficit) General Service Total
Reserved for:
Re-employment insurance 5 7,807 $ 7,807
Severance 655,000 655,000
Community education § 25,081 25,081
Operating capital 878,818 878,818
Health and safety (11,202) (11,202)
Early childhood and family education 29,331 29,331
School readiness 11,492 11,492
Staff development 232.203 232,203
Total Reserved $1.762.626 § 65904 $1.828530

NOTE 5 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
The following fund balance was a deficit as of June 30, 2004:

Reserved for Health and Safety $11.202

It is anticipated that this deficit will be eliminated by revenues o be received in subsequent years.
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NOTE 6 - DEPOSITS AND INVESTMENTS
In accordance with Minnesota Statutes, the District maintains deposits at those institutions authorized
by the School Board. All such depositories are members of the Federal Reserve System or are state

designated investment pools.

Deposits, at cost, as of June 30, 2004 consist of the following:

Depaository Carrying
Balances Amount
1) Insured or collateralized by securities held by the District
or its agents in the District’s name.
Bank deposits $ 743,652 § 737,301

2) Collateralized with securities held by the pledging
institutions trust department in the District’s name.

3) Uncollateralized or collateralized with securities held by
the pledging institution, but not in the District’s name.

$ 743.652 $ 737301

Minnesota Statutes require all District deposits be protected by insurance, surety bond or collateral. The
market value of collateral pledged must equal 110% of the deposits not covered by insurance on bonds.

Authorized collateral includes: (1) United States government treasury bills, treasury notes, treasury
bonds; (2) issues of United States government agencies and instrumentalities as quoted by a recognized
industry quotation service available to the government entity; (3) general obligation securities of any
state or local government with taxing powers which is rated “A” or better by a national bond rating
service, or revenue obligation securities of any state or local government with taxing powers which is
rated “AA” or better by a national bond rating service; (4) irrevocable standby letters of credit issued by
Federal Home Loan Banks to a municipality accompanied by written evidence that the bank’s public debt
is rated “AA” or better by Moody’s Investors Service, Inc., or Standard & Poor’s Corporation; and (5)
time deposits that are fully insured by the Federal Deposit Insurance Corporation. Minnesota statutes
require that securities pledged as collateral be held in safekeeping by the District or in a financial
institution other than that furnishing the collateral.
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NOTE 6 - DEPOSITS AND INVESTMENTS (Continued)

Balances of investments at June 30, 2004 were as follows:

Fair Carrying
Securities Type i 2 3 Value Amount
Certificates of deposit 51,940,000 $1,940,000  $1,940,000
Investments not subject to categorization:
State Designated Investment Pool -
Minnesota School District Liquid Asset
Fund Plus Guaranteed Investment 3.296.399 2.971.873
$1.940.000 & 0 § 0 $5236399 $4.911.873

The District’s investments are categorized above to give an indication of the level of risk asssumed at
year-end. Category 1 includes investments that are insured or registered or for which the securities are
held by the District or its agent in the District’s name. Category 2 includes uninsured and unregistered
investments for which the securities are held by the counterparty’s trust department or agent in the
District’s name. Category 3 includes uninsured and unregistered investments for which the securities are
held by the counterparty, or by its trust department or agent but not in the District’s name.

All funds in the Minnesota School District Liquid Asset Fund Plus are invested in accordance with
Section 475.66 of the Minnesota Statutes. Each district owns a pro-rata share of each investment or
deposit, which is held in the name of the Fund.

A reconciliation of deposits and investments as shown on the statement of net assets for the District
follows:

Cash deposits $ 737,301
Investments 4,911,873
Less: Fiduciary cash and investments {46,386)
Deposits and Investments £5.602.788

NOTE 7 - PROPERTY TAX SHIFT

Several years ago, the state of Minnesota passed a state aid reduction bill which resulted in reduced
general education aid payments to school districts. This legislation instructed school districts to
compensate for the loss of state aid by making an early recognition of property taxes which were levied
for the subsequent year. This procedure was termed a “tax shift.” although the state ultimately repaid the
aid reduction, elements of the tax shift remained for certain categories of revenue. Recently, in its effort
to balance the state’s budget, the legislature again reduced general education aid payments and expanded
the tax shift to compensate for the lost revenue. Incertain cases, if the amount of property taxes available
to the district was not sufficient to accomplish this, early recognition of state aids intended for the
subsequent year was mandated. The tax shift procedure is termed “revenue neutral” since it affects only
cash flow and does not result in either an increase or decrease in the amount of revenues recognized by
the district in any year.

For the year ended June 30, 2004, $695,934 of property taxes and $319,188 of state aids which would
have ordinarily been recognized in the 2005 fiscal year were taken into revenue of the current year,
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NOTE 8 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2004 is as follows:

Land
Land Improvements Buildings Equipment Total
Cost at July 1, 2003 3841422 § 2,725,580 829,228,077 $16,696,216  $49,491,295
Additions 168,191 127,587 295,778
Deletions 125.666 125,666
Capital assets, cost at
June 30, 2004 $841.422 § 27253580 $29,396_.268 $16.698,137 $49.661.407
Accurnulated depreciation activity for the year ended June 30, 2004 is as follows:
Land
Land Improvements Buildings Equipment Total
Accumulated depreciation at
July 1, 2003 5 0 3 1,675498 $11,837,383 $12,090,968 25,603,849
Current depreciation provision 122,363 530,454 1,117,495 1,770,312
Deletions 125,666 125.666
Accumulated depreciation at
June 30, 2004 h 0 $ 1,797.861 $12.367 837 313.082.,797 §$27.248.495
Capital assets, net of
depreciation at June 30, 2004 3 841,422 5 927,719 $17.028.431 b 3.615.340 $22412.912

Depreciation expense of $1,770,312 for the year ended June 30, 2004 was charged to the following

functions/programs:

Administration h 1,614
District support services 441,854
Regular instruction 413,612
Vocational instruction 4,176
Community education and services 1,344
Pupil support 197,796
Site, buildings and equipments 66,646
Unallocated 643.270

Total depreciation expense $1.770,312
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NOTE 9 - RETIREMENT PLANS

Substantially all employees of the District are required by State law to belong to pension plans
administered by Teachers Retirement Association {TRA) or Public Employees Retirement Association
(PERA), both of which are administered on a statewide basis. These are cost-sharing, multiple-employer
defined benefit pension plans.

TEACHERS RETIREMENT ASSOCIATION (TRA)

Plan Description - All teachers employed by the District are covered by defined benefit plans
administered by the Teachers Retirement Association (TRA). TRA members belong to either the
Coordinated or the Basic Plan. Coordinated Plan members are covered by Social Security and Basic Plan
members are not. All new members must participate in the Coordinated Plan, The plans are established
and administered in accordance with Minnesota Statutes, Chapter 354 and 356.

TRA provides retirement benefits as well as disability benefits to members, and benefits to survivors
upon death of eligible members. Benefits are established by Minnesota Statute and vest after three years
of service credit. The defined retirement benefits are based on a member’s highest average salary for
any 5 consecutive years of allowable service, age, and years of credit at termination of service.

Two methods are used to compute benefits for TRA’s Coordinated and Basic Plan members. Members
first employed before July 1, 1989 receive the greater of the Tier I or Tier I as described:

Tier I Step Rate Formula Coordinated Basic
Ist ten years 1.2 percent per vear 2.2 percent per year
All years after 1.7 percent per year 2.7 percent per year

With these provisions:

(a) Normal retirement age is 65 with less than 30 years of allowable service and age 62 with 30 or more
years of allowable service.

(b) 3 percent per year early retirement reduction factors for all years under normal retirement age.

(c) Unreduced benefits for early retirement under a Rule-of-90 (age plus allowable service equals 90
or more).
or

Tier II: A level formula of 1.7 percent per year for coordinated members and 2.7 percent per year for
basic members. These percents apply to all years of service. Actuarially equivalent early retirement
reduction factors with augmentation are used for early retirement before the normal age of 65. These
reduction factors average approximately 4 to 5.5 percent per year.

Members first employed after June 30, 1989 receive only the Tier I calculation with a normal retirement
age that is their retirement age for full Social Security retirement benefits, but not to exceed age 66,

Six different types of annuities are available to members upon retirement. The No Refund Life Plan A-1
is a lifetime annuity that ceases upon the death of the retiree - no survivor annuity is payable. A retiring
member may also choose to provide survivor benefits to a designated beneficiary(ies) by selecting one
of the five plans which have survivorship features. Vested members may also leave their contributions
in the TRA Fund upon termination of service in order to qualify for a deferred annuity at retirement age.
Any member terminating service are also eligible for a refund of their employee contributions plus
interest.
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NOTE 9 - RETIREMENT PLANS (Continued)

The benefit provisions stated apply to active plan participants. Vested, terminated employees who are
entitled to benefits but not yet receiving them are bound by the provisions in effect at the time they last
terminated their public service.

TRA publicly issues a Comprehensive Annual Financial Report (CAFR) presenting financial statements,
supplemental information on funding levels, investment performance, and further information on benefits
provisions. The report may be accessed at the TRA website at www.tra.state.mn.us. Alternatively, a copy
of the report may be obtained by writing or calling TRA:

Teachers Retirement Association
60 Empire Drive, Suite 400
St Paul MN 55103-4000
(651) 296-6449
{B00) 657-3853

Funding Policy - Minnesota Statutes Chapter 354.42 sets the rates for the employee and employer
contributions. These statutes are established and amended by the state legislature. As of June 30, 2004
Coordinated and Basic Plan members are required to coniribute 5.0 percentand 9.0 percent, respectively,
of their annual covered salary. Employer contribution rates match the rates paid by the member of 5.0
percent for Coordinated members and 9.0 percent for Basic members. T'otal covered payroll salaries for
all TRA members statewide during fiscal year 2003 was approximately $2.952 billion.

The District contributions for the years ending June 30, 2004, 2003, and 2002 were $789,060, 8777,760,
and $735,089, respectively, equal to the required contributions for each year as set by state statute.

PUBLIC EMPLOYEES RETIREMENT ASSOCIATION (PERA)

Plan Description - Al full-time and certain part-time employees of the District, other than teachers, are
covered by a defined benefit plan administered by the Public Employees Retirement Association of
Minnesota (PERA). PERA administers the Public Employees Retirement Fund (PERF) which is a cost
sharing, multiple-employerretirement plan. This plan is established and administered in accordance with
Minnesota Statutes, Chapter 353 and 356.

PERF members belong to either the Coordinated Plan or the Basic Plan. Coordinated Plan members are
covered by Social Security and Basic Plan members are not. All new members must participate in the
Coordinated Plan.

PERA provides retirement benefits as well as disability benefits to members, and benefits to survivors
upon death of eligible members. Benefits are established by State Statute, and vest after three years of
credited service. The defined retirement benefits are based on a member’s highest average salary for any
five successive years of allowable service, age, and years of credit at termination of service.
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NOTE 9 - RETIREMENT PLANS (Continued)

Two methods are used to compute benefits for PERF’s Coordinated and Basic Plan members. The
retiring member receives the higher of a step-rate benefit accrual formula (Method 1) or a level accrual
formula (Method 2). Under Method 1, the annuity accrual rate for a Basic Plan member is 2.2 percent
of average salary for each of the first 10 years of service and 2.7 percent for each remaining year. The
annuity accrual rate for Coordinated members is 1.2 percent of average salary for each of the first 10
years and 1.7 percent for each remaining year. Under Method 2, the annuity accrual rate is 2.7 percent
of average salary for Basic Plan members and 1.7 percent for Coordinated Plan members for each year
of service. For all PERF members hired prior to July 1, 1989 whose annuity is calculated using Method
1, a full annuity is available when age plus years of service equals 90. A reduced retirement annuity is
also available to eligible members seeking early retirement.

There are different types of annuities available to members upon retirement. A single-life annuity is a
lifetime annuity that ceases upon the death of the retiree--no survivor annuity is payable. There are also
various types of joint and survivor annuity options available which will be payable over Jjoint lives.
Members may also leave their contributions in the fund upon termination of public service in order to
qualify for a deferred annuity at retirement age. Refunds of contributions are available at any time to
members who leave public service, but before retirement benefits begin.

The benefit provisions stated in the previous paragraphs of this section are current provisions and apply
to active plan participants. Vested, terminated employees who are entitled to benefits, but are not
receiving them yet, are bound by the provisions in effect at the time they last terminated their public
service,

PERA issues a publicly available financial report that includes financial statements and required
supplementary information for PERF. That report may be obtained on the web at mnpera.com, by
writing to PERA at 60 Empire Drive, #200, St. Paul, Minnesota, 55103-2085 or by calling (651) 296-
7460 or (800) 652-9026.

Funding Policy - Minnesota Statutes Chapter 353 sets the rates for employer and employee contributions.
These statutes are established and amended by the state legislature. The District makes annual
contributions to the pension plans equal to the amount required by state statutes. PERF Basic Plan
members and Coordinated Plan members are required to contribute 9.10% and 5. 10%, respectively of
their annual covered salary, and the District is required to contribute 11.78% for Basic Plan PERF
members and 5.53% for Coordinated Plan members. The District’s contributions to the Public
Employees Retirement Fund for the years ending June 30, 2004, 2003, and 2002 were $252,259,
$251,587, and $235,532, respectively. The District’s contributions were equal to the contractually
required contributions for each year as set by state statute.

NOTE 10- DEFINED CONTRIBUTION PLAN

The District participates in a defined contribution plan for teachers and administrators in lieu of
participation in the existing severance program. Under the Matching Funds Program, the District shall -
make a matching contribution not to exceed 2% of the annual base salary paid to the eligible teacher or
administrator. Matching contributions made by the District will continue until the total matching
contribution made by the District for the eligible individual reaches the District’s contribution limit or
the person becomes ineligible to participate in the program.

For the fiscal year ended June 30, 2004, the District’s contributions to the plan were $179,666 for
teachers and $21,855 for adminisirators.
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NOTE 11 - VACATION, SEVERANCE, PERSONAL LEAVE AND SICK PAY

Vacation Pay - Vacation pay is charged to expense in the year earned. As of June 30, 2004, $33,512 of
vacation pay was included in salaries payable.

Severance Pay - Full time teachers and principals who have met certain requirements may be eligible to
receive severance pay. The severance pay provision is computed as a multiple of five days pay for each
full year of full time service, not to exceed one hundred days. This calculation total may be subject to
a proration formula.

Personal Leave - Full-time teachers are granted a leave of 2 teaching days per year (3 days after 15 years
of service). Eligible teachers may accumulate personal leave as outlined in the master agreement. Any
teacher eligible to accumulate personal days who has not used all available leave during the school year
may choose to apply those days towards their accumulated personal days or be paid at the rate of $90
per day. As of June 30, 2004, $21,870 of personal leave pay was included in salaries payable.

Sick Pay - Sick pay is automatically granted at 13 days per year with an accumulation of up to 120 days.
Upon accumulating 120 days of sick leave, each teacher will be eligible for a buy back for unused days
to a maximum number of 10 days per year at a rate of $90 per day. No sick pay was accrued at June 30,
2004,

NOTE 12 - BONDS PAYABLE

General obligation refunding bonds payable at June 30, 2004 are comprised of the following individual

issues:
Total Remaining Indebtness
Issue Interest Original Final As of June 30, 2004
Date Rate Issue Maturity Principal
2-01-97 4.7-54% 13,855,000 2-1-13 $12.755.000

On February 1, 1997, the District advance refunded a general obligation bond issue with general
obligation refundings. The District issued $13,855,000 of general obligation refunding bonds to provide
resources to purchase U.S. Government State and Local Government Series Securities that were placed
in an irrevocable trust for the purpose of generating resources for all future debt service payments of the
refunded debt. As a result, the refunded bonds are considered to be an in-substance defeasance and the
liability has been removed from the general long-term debt account group. This advance refunding was
undertaken to reduce total debt service payments over the next sixteen years by $666,259 and to obtain
an economic gain (difference between the present value of the debt service payments of the refunded and
refunding bonds) of $379,176. The District paid $713,043 in interest for the year ended June 30, 2004.
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NOTE 12 - BONDS PAYABLE

Annual debt service requirements over the next five years and thereafter required to service all
outstanding bonded debt at June 30, 2004 are as follows:

Principal Interest
Year Ending June 30, Amount Amount Total
2005 $ 1,140,000 $§ 661,342 $ 1,801,342
2006 1,200,000 606,622 1,806,622
2007 1,265,000 547,822 1,812,822
2008 1,330,000 484,573 1,814,573
2009 6,405,000 882,006 7,287,006
2010-2013 1.415.000 416,743 1.831.743

$ 12.755.000 $3.599.108 $16.354.108

The following is a summary of changes in the general long-term debt:

Balance Balance
June 30, 2003 Additions Reduyctions June 30, 2004

General Obligation Refunding Bonds $13.855.000 3 0 $1.100,000 §$ 12.755.000
$13.855.000 % 0 $1.100.000 § 12.755000

NOTE 13 - OPERATING LEASE

The following is a schedule of the future minimum lease payments under the non-cancelable operating
lease together with the present value of the net minimum lease payments as of June 30, 2004 for a
vehicle:

Year Ended June 30, Amount

2005 B 389

For the year ended June 30, 2004, minimum lease payments were $4,662 with additional charges for
mileage.

NOTE 14 - OTHER POST-EMPLOYMENT BENEFITS

In addition to pension benefits described in Note 9, the District provides post-retirement benefit options
for health and hospitalization and life insurance to eligible retirees, terminated employees and their
dependents. The benefits are provided in accordance with work agreements and the Consolidated
Omnibus Budget Reconciliation Act of 1985 (COBRA). The criteria to determine eligibility include
years of service. The District funds the benefit on a pay-as-you-go basis. For eligible participants, the
District pays a set amount of the premiums and the retiree is responsible for the remaining costs. There
are 11 individuals currently eligible to receive these benefits. During the year ended June 30, 2004
expenses of approximately $161,581 were recognized for post-employment benefits.
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NOTE 15 - RISK MANAGEMENT
The District is exposed to various risks of loss related to torts, theft of or destruction of assets; errors and

omissions; injuries to employees; employees health, life and dental and natural disasters. The District
manages these various risks of loss as follows:

Risk of Loss
Type of Loss Method Managed Retained

Workers Compensation Covered by commercial insurance with

statutory limits, None
Accident Plan for District Covered by commercial insurance with
Volunteers statutory limits, None
Covered by commercial insurance with the following limits:

Total blanket limit $75,191,945 $1,000 deductible

Property and Casualty Plan ~ Real and Personal Property - Replacement  per occurrence
cost (agreed value)

Liability - $1,000,000 Each occcurrence
Limit None

$2,000,000 Aggregate limit

Employee Theft (per employee - $50,000

per occurrence $250 Deductible
Commercial umbrella $10,000 deductible
$1,000,000 per occurrence Aggregate limit

Garage and Garagekeepers Coverage $100 comprehension
$25,000 each covered auto minus $250 collision
deductible Deductible
Comprehensive Auto Liability -

$1,000,000 CSL None

Terrorism

Losses of $5,000,000 or less None

Losses over $5,000,000 10%

Scheduled Property Floater $500 Deductible
$100,000 limit 80% coinsurance
Employee Benefits Liability $1,000 Deductible

$1,000,000 each claim
$2,000,000 aggregate limit
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NOTE 15 - RISK. MANAGEMENT (Continued)

Type of Loss
Fleet
Public Employees Bond

Treasurers Bond
Depositors Forgery

Employee Medical

Employee Dental

NOTE 16 - JOINT VENTURES

Lakes Area Recreation was established by an agreement between Independent School District No. 206,
City of Alexandria, Minnesota, and the Alexandria and LaGrande Townships, pursuant to authority
contained in Minnesota Statute Section 471.59. The Recreation Board is responsible for legislative and
fiscal control of the program. The majority of the Recreation Program's funding is provided by patron

Method Managed

Linebacker
$1,000,000 each occurrence, each claint
and aggregate limit

$1,000,000 each occurrence

$50,000

$10,000
$25,000

Participation in Lakes Country Service
COQP to purchase commercial insurance

Primarily Self-funded with Delta Dental
administering claims. Cash deposits are
held by the District to pay claims incurred

fees and local government contributions.

The Runestone Area Education District No. 61-6014 was organized August 15, 1988. The purpose of
the Education District is to increase options for learning and access to educational opportunities for all
residents within the boundaries of the member districts by facilitating cooperation among School
Districts. Funding is provided by the member districts. The following School Districts are the members

of the Runestone Area Education District:

Independent School District No. 206, Alexandria, Minnesota
Independent School District No. 207, Brandon, Minnesota
Independent School District No. 208, Evansville, Minnesota
Independent School District No. 213, Osakis, Minnesota

Independent School District No

Independent School District No. 547, Parkers Prairie, Minnesota
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NOTE 16 - JOINT VENTURES (Continued)

Central Minnesota Educational Telecommunications Systemis a joint powers entity established pursuant
to provisions of Minnesota Statute Section 471.59. The purpose of the Central Minnesota Educational
Telecommunications System, “CMETS”, is to provide a comprehensive educational program for all
member districts involved. Member districts jointly provide planning, research, purchasing, development,
implementation, and programming of distance learning systems and technological services. The
following School Districts are members of CMETS:

Independent School District No. 745, Albany, Minnesota

Independent School District No. 206, Alexandria, Minnesota

Independent School District No. 207, Brandon, Minnesota

Independent School District No. 208, Evansville, Minnesota

Independent School District No. 213, Osakis, Minnesota

Independent School District No. 740, Melrose, Minnesota

Independent School District No. 743, Sauk Cenire, Minnesota

Independent School District No. 2149, Glenwood, Minnesota (Minnewaska Area Schools)

Each joint ventures' financial statements are audited and available for inspection.
NOTE 17 - CONTINGENCIES

The Districtreceives significant financial assistance from numerous federal, state and local governmental
agencies in the form of grants and aid. The disbursement of funds received under these programs
generally requires compliance with terms and conditions specified in the grant agreements and is subject
to audit by grantor agencies. Any disallowed claims resulting from such audits could become a liability
of the General Fund or other applicable funds. However, in the opinion of management, any such
disallowed claims will not have a material effect on any of the financial statements of the individual fund
types included herein or on the overall financial position of the District at June 30, 2004.

NOTE 18 - RECLASSIFICATIONS

Certain reclassifications have been made to the June 30, 2003 totals to conform to the classifications
used for June 30, 2004,
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INDEPENDENT SCHOOL DISTRICT NO. 206

REVENUES
Local property tax levies
Other local and county revenues
Revenues from state sources
Revenue from federal sources
Sales and other conversions of assets

Total Revenues

EXPENDITURES
District and school administration
District support services
Regular instruction
Vocational instruction
Exceptional instruction
Instructional support services
Pupil support services
Site, buildings and equipment
Fiscal and other fixed cost programs

Total Expenditures

NET CHANGE IN FUND BALANCES

FUND BALANCES - Beginning

ALEXANDRIA, MINNESOTA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
GENERAL FUND
YEAR ENDED JUNE 30, 2004
Variances with
Final Budget -
Budgeted Amounts Over
Original Final Actual {Under)
$ 2,350,000 $ 530,000 $ 1,068,844 % 538,844
843,890 887,590 969,909 82,319
25,191,861 27,893,786 27,739,263 (154,523)
1,709,904 2,059,060 1,917,954 (141,106)
1.463 1.463
$30.095.655  $31.370.436 $31.697.433 3 336.997
$ 1,134,636 $ 1,188,501 B 1,192,607 3 4,106
946,276 969,585 841,231 (128,354)
15,231,984 16,363,160 16,232,710 (135,450)
464,354 497,197 495482 (1,715)
5,257,342 5,861,145 5,635,404 (225,741)
1,711,346 1,575,726 1,668,098 92,372
2,734,687 2,807,214 2,742 042 (165,172)
2,736,318 2,943 580 3,143,369 199,789
179.866 173.821 97.169 (76.652)
$30.396.809  $32.484.929 $32.048.112 5 (436.817)
$ (301,154)  $(1,114,493) 5 (350,679) § 763,814
5.996.506 5.996.506 5.996.506
$ 5695352 § 4.882.013 $ 5.645.827 $ 763.814

FUND BALANCES - Ending
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BUDGET AND ACTUAL
FOOD SERVICE FUND
YEAR ENDED JUNE 30, 2004
Variances with
Final Budget -
Budgeted Amounts Over
Original Final Actual {(Under)
REVENUES
Other local and county revenues $ 8,800 % 3,050 % 2507 % (543)
Revenues from state sources 56,700 77,970 58,269 (19,701)
Revenue from federal sources 463,818 475,185 512,280 37,095
Sales and other conversions of assets 926.540 954.855 970,152 15,297
Total Revenues $ 1455858 § 1,511,060 $ 1.543.208 $ 32,148
EXPENDITURES
Pupil support services $_1451.174 $ 1.500.626 $ 1.508.495 § 7.869
Total Expenditures § 1451174 $ 1.500.626 $ 1.508.495 § 7.869
NET CHANGE IN FUND BALANCES  § 4684 % 10,434 § 34,713 § 24,279
FUND BALANCES - Beginning 280,751 280,751 280.751
FUND BALANCES - Ending $ 285435 § 291185 $ 315464 § 24279
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INDEPENDENT SCHOOL DISTRICT NO. 206

ALEXANDRIA, MINNESOTA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
COMMUNITY SERVICE FUND
YEAR ENDED JUNE 30, 2004
Variances with
Final Budget -
Budgeted Amounts Over
QOriginal Final Actual (Under)
REVENUES
Local property tax levies $ 329,823 § 333,102 § 429745 § 96,643
Other local and county revenues 319,670 323,200 371,777 48,577
Revenues from state sources 488,446 448,602 349,702 (98,900)
Revenue from federal sources 18,351 2,069 84 (1,985)
Sales and other conversions of assets 2,500 2.500 2.700 200
Total Revenues $ 1158790 §$.1.109473 § 1.154.008 % 44,535
EXPENDITURES
Community education and services § 1,117,231  $ 1,095279 § 1,138296 § 43017
Pupil support services 17.990 15,304 14,742 (562)
Total Expenditures $ 1,135221 § 1,110,583 % 1,153.038 § 42.455
NET CHANGE IN FUND BALANCES § 23,569 % (1,11 §$ 970 % 2,080
FUND BALANCES - Beginning 95,928 95,928 95,928
FUND BALANCES - Ending $ 119497 3§ 94818 § 96,898 § 2.080
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INDEPENDENT SCHOOL DISTRICT NO. 206

ALEXANDRIA, MINNESOTA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
DEBT SERVICE FUND
YEAR ENDED JUNE 30, 2004
Variances with
Final Budget -
Budgeted Amounts Over
Original Final Actual {Under)
REVENUES
Local property tax levies 51,737,015 $1,737,015 $1,769,825 % 32,810
Other local and county revenues 7,000 7,000 5,962 (1,038)
Revenues from state sources 240,300 240.300 220,092 (20.208)
Total Revenues $1.984.315 $1.984.315 $1.995879 & 11.564
EXPENDITURES
Fiscal and other fixed cost programs $1.814.043 $1.813.043 $1.813.043 % 0
Total Expenditures $1.814.043 $1.813.043 $1,813.043 & 0
NET CHANGE IN FUND BALANCES  § 170,272 $ 171,272 % 182,836 % 11,564
FUND BALANCES - Beginning 302.330 302,330 302,330
FUND BALANCES - Ending $ 472602 § 473602 $ 485.166 % 11.564
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INDEPENDENT SCHOOL DISTRICT NO. 206

ALEXANDRIA, MINNESOTA
SCHOOL BOARD OFFICERS
YEAR ENDED JUNE 30, 2004
Officer Title

Bob Berns Chairperson

Tim Philbrick Vice-Chairperson

Judy Florell Clerk/Treasurer

Pamela Carlson Director

Jim Hafdal Director

Dean Anderson Director

Alan Zeithamer Director

Ric Dressen, Ph.D. Superintendent
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Term Expires

December 31, 2004
December 31, 2006
December 31, 2006
December 31, 2004
December 31, 2004
December 31, 2006

December 31, 2006




INDEPENDENT SCHOOL DISTRICT NO. 206

ALEXANDRIA, MINNESOTA

UNIFORM FINANCIAL ACCOUNTING AND REPORTING STANDARDS

GENERAL FUND

Total Revenue
Total Expenditures

Fund Balance (Deficit)
Reserved

4.03
4.06
4.07
4.08
4.09
4.10
4.11
4.12
4.14
4.15
4.16
4.18
4.19
4.23
4.24
4.26
4.27
4.28
4.29
4.33
4.34
4.35
4.36
4.37
4.38
4.39
449
4.42

443
445
446

Staff Development

Health and Safety

Down Payment Levy
Cooperative Revenue

Deferred Maintenance
Reemployment Insurance
Severance Pay

Bus Purchase

Operating Debt

Reduce SOD-77

Levy Reduction

Severance-Ins. Premium
Encumbrances

Certain Teacher Programs
Operating Capital

525 Taconite

Disabled Accessibility

Learning & Development
Parental Involvement

Student Transport Safety

Area Learning Center
Contracted Alt. Programs

State Approved Alt. Programs
Grad Standards Staff Develop.
Grad Standards Gifted & Talented
Grad Standards

Basic Skills Program

Class Size, All-Day Kindergarten and Special
Education Student-To-Instructor Ratio
Reduction

Telecommunication Access Cost
Career and Technical Programs
First Grade Preparedness

Unreserved

4.18
4.20
4.21
4.22

Designated Severance - Ins. Prem.
Undesignated 5.0.D.-1977
Unreserved/Undesignated since S.0.D.-1977
Unreserved/Undesignated

FOOD SERVICE

Total Revenue
Total Expenditures

Fund Balance
Reserved

4.11
4.19

Severance Pay
Encumbrances

Unreserved

4.18
4.21
4.22

Designated Severance - Ins. Prem.
Unreserved/Undesignated since 5.0.D.-1977
Unreserved/Undesignated

COMMUNITY SERVICE

Total Revenue
Total Expenditures

COMPLIANCE TABLE
JUNE 390, 2004

Fund Balance
$ 31,697,433 Reserved
532,048,112 4,11 Severance Pay
4.18 Severance Premium
4.19 Encumbrances
4.26 $25 Taconite
5 232203 4.31 Community Education
5 (11,202) 4.32 ECFE
4.44 School Readiness $
Unreserved
4.21 Unreserved/Undesignated since 5.0.D.-1977
5 7,807 4.22 Unreserved/Undesignated 5
$ 655,000

2= -

BUILDING CONSTRUCTION

Total Revenue
Total Expenditures

Fund Balance
Reserved
5 878,818 4.07 Down Payment Levy
4,09 Alternative Fac. Program
4.19 Encumbrances
Unreserved
4.22 Unreserved/Undesignated

DEBT SERVICE

Total Revenue
Total Expenditures

o3 &

Fund Balance
Reserved
4.25 Bond Refundings
Unreserved
4.22 Unreserved/Undesignated $

TRUST

Total Revenue
Total Expenditures

Fund Balance
§ 3,883,201 Reserved
4.19 Encumbrances
Unreserved
4.22 Unreserved/Undesignated
§ 1,543,208
5 1,508,494 AGENCY

Unreserved
4.22 Unreserved/Undesignated

INTERNAL SERVICE

Total Revenue

Total Expenditures
§ 315464

Fund Balance
Reserved
4.19 Encumbrances

1,154,008 Unreserved
1,153,037 4.22 Unreserved/Undesignated
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25,081
29,331
11,492

30,994

1,995,879
1,813,043

485,166




INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2004

Federal CFDA
Grantor/Program Title __Number___ Expenditures
U.S. Department of Agriculture
Passed through the Minnesota Department of Finance
Food Distribution 10.550 b 21,730
Child Nutrition Cluster
National School Lunch Program 10.555 409,068
U.S. Department of Education
Passed through the Minnesota Department of Children, Families
and Learning
Title I Grant 84.010 418,159
Title 11, Part A - Improving Teacher Quality 84.367 157,157
Title V, Part A - Innovative Education Strategies 84,298 24,085
Special Education State Grant 84,027 1,162,079
Special Education Preschool Grant 84.173 77,947
Special Education - Infants & Families With Disabilities Grant 84.181 54,311
Safe & Drug Free Schools 84.186 13,400
Adult Education - State Grant 84.002 22,756
Technology Literacy Challenge Fund Grant 84318 11,143
Total Federal Awards $2.371.835

See accompanying Notes to Schedule of Expenditures of Federal Awards.
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INDEPENDENT SCHOOL DISTRICT NO., 206
ALEXANDRIA, MINNESOTA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2004 .

NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
Independent School District No. 206, Alexandria, Minnesota and is presented on the accrual basis of
accounting. The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Govermmnents, and Non-Profit Organizations, Therefore some
amounts presented in this schedule may differ from amounts presented in, or used in the preparation
of, the basic financial statements.
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INDEPENDENT SCHOOL DISTRICT NO. 206
ALEXANDRIA, MINNESOTA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2004

SUMMARY OF AUDIT RESULTS

1.

The auditors’ report expresses an unqualified opinion on the basic financial statements of
Independent School District No. 206, Alexandria, Minnesota.

No reportable conditions relating to the audit of the financial statements are reported in the
Independent Auditors' Report on Compliance and on Internal Control Over Financial
Reporting Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards.

No instances of noncompliance material to the financial statements of Independent School
District No. 206, Alexandria, Minnesota, were disclosed during the audit.

No reportable conditions relating to the audit of the major federal award programs are
reported in the Jndependent Auditors’ Report on Compliance with Requirements A pplicable
10 each Major Program and Internal Control Over Compliance in Accordance with OMB
Circular A-133.

The auditors' report on compliance for the major federal award programs for Independent
School District No. 206, Alexandria, Minnesota, expresses an unqualified opinion on all

major federal programs.

There are no audit findings that are required to be reported in accordance with Section
510{a) of OMB Circular A-133 in this schedule.

The programs tested as major programs include:

Title I, Part A CFDA No. 84.010
Adult Education CFDA No. 84.002
Title I, Part A - Improving Teacher Quality CFDA No. 84.367

The threshold for distinguishing Type A and B programs was $500,000.

Independent School District No. 206, Alexandria, Minnesota, was determined to be a
low-risk auditee.

FINDINGS - FINANCIAL STATEMENTS AUDIT

None

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

None
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EASTON PLACE

NESS WALL&}ER PEARSON
M Moo St Co., LTD.

TELEPHONE: (320) 763-6568 CERTIFIED PUBLIC ACCOUNTANTS
Fax: (320) 763-6297

INDEPENDENT AUDITORS' REPORT
ON MINNESOTA LEGAL COMPLIANCE

Members of the Board
Independent School District No. 206
Alexandria, Minnesota

H. DAN NESS, C.PA. RETIRED
STEPHEN [ WALLER, C.P.A. RETIRED

LAWRENCE F. PEARSON, C.PA.
JAMES L. MEGEL, C.PA.
DENNIS L. SCHMIDT, C.PA.

RICHARD A. VOLKER, CPA.
CAROL L. THALMAN, C.PA,
NICOLE L. KLIMEK, CPA.
DONNA R, ALLISON, C.PA,
KRIS N. BLACKBURN, C.P.A.
PATRICIA L. PETERSON. C.PA.

We have audited the financial statements of Independent School District No. 206, Alexandria, Minnesota,
as of and for the year ended June 30, 2004, and have issued our report thereon dated October 7, 2004,

We conducted our audit in accordance with generally accepted auditing standards in the United States of
America and the provisions of the Minnesota Legal Compliance Audit Guide Jor Local Government,
promulgated by the State Auditor pursuant to Minn. Stat. Sec. 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 Government covers six categories of compliance
to be tested: contracting and bidding, deposits and investments, conflicts of interest, public indebtedness,
claims and disbursements, and uniform financial accounting and reporting standards for school districts. OQur
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 District, the Minnesota Department of
Education and other state agencies, the federal cognizant audit agency and other federal agencies and is not
intended to be, and should not be, used by anyone other than these specified parties.

e AL, . o F

October 7, 2004

MEMBER OF @ PRIVATE COMPANIES PRACTICE SECTION OF O AMERICAN InsTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
-
C?A Thie CPA. NEVER UNDERESTIMATE THE Varue,™




NESSs WALL&}ZER PEARSON

Easton PLace H. DAN NESS, C.PA, RETIRED

510 22n50 Ave E + Su1TE 501 STEPHEN 1, WALLER, C.P.A. RETIRED
ALEXANDRIA, MINNESDTA 56308 CO ’ LTD

LAWRENCE F. PEARSON, C.P.A.

. ME , C.PA.

TELEPHONE: (320) 763-6568 CERTIFIED PUBLIC ACCOUNTANTS (AMES | MEGEL, C.RA

DENNIS L. SCHMIDT, C.PA.

INDEPENDENT AUDITORS’ REPORT RICHARD A. VOLKER, C.PA.

ON COMPLIANCE AND ON INTERNAL CONTROL OVER ~ “jioh L THALMAN, A
FINANCIAL REPORTING BASED ON AN AUDIT OF DONNA R. ALLISON, C.PA.
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE _ KRIS N. BLACKBURN, CPA.

PATRICIA L. PETERSON, C.BA.
WITH GOVERNMENT AUDITING STANDARDS

Fax: (320) 763-6297

Members of the Board
Independent School District No. 206
Alexandria, Minnesota

We have audited the financial statements of the governmental activities, each major fund and the agency fund
of Independent School District No. 206, Alexandria, Minnesota, as of and for the year ended June 30, 2004,
which collectively comprise the District’s basic financial statements and have issued our report thereon dated
October 7, 2004. 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 Governmment Auditing
Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the financial statements of Independent School
District No. 206, Alexandria, Minnesota are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was notan objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are
required to be reported under Governnent Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the internal control of Independent School District No.
2006, Alexandria, Minnesota, over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinions on the financial statements and not to provide assurance on the internal
control over financial reporting, Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements in amounts
that would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions. We noted
no matters involving the internal control over financial reporting and its operation that we consider to be
material weaknesses.

Thisreport is intended solely for the information of the District, the Minnesota Department of Education and
other state agencies, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties,

October 7, 2004 //Za M /M,., f K; A::f/
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EASTON PLACE H. DAN NESS, C.PA. RETIRED
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INDEPENDENT AUDITORS’ REPORT ON RICHARD A. VOLKER, CPA.
COMPLIANCE WITH REQUIREMENTS APPLICABLETO ~ “jics s [HalMat, c2A.
EACH MAJOR PROGRAM AND INTERNAL CONTROL DONNA R. ALLISON, C.PA.
OVER COMPLIANCE IN ACCORDANCE (RIS N BLACKBURN, C.PA,

PATRICIA L. PETERSON, C.PA.
WITH OMB CIRCULAR A-133

Members of the Board
Independent School District 206
Alexandria, Minnesota

Compliance

We have audited the compliance of Independent School District No. 206, Alexandria, Minnesota, 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, 2004. Major federal programs of Independent School District No. 206, Alexandria, Minnesota, are
identified in the summary of auditors’ 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 management of Independent School District
No. 206, Alexandria, Minnesota. Our responsibility is to express an opinion on the compliance of
Independent School District No. 206, Alexandria, Minnesota, 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 Non-Profit Organizations. Those standards and OMB Circular A-133require
that we plan and perform the audit to obtain reasonable assurance about whether nonconpliance 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 compliance of
Independent School District No. 206, Alexandria, Minnesota, 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 compliance of
Independent School District No. 206, Alexandria, Minnesota, with those requirements,

In our opinion, Independent School District No. 206, Alexandria, Minnesota, 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, 2004,

Internal Control Over Compliance

The management of Independent School District No. 206, Alexandria, Minnesota, 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 internal conirol of Independent School District No. 206, Alexandria, Minnesota, 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 and to
test and report on internal control over compliance in accordance with OMB Circular A-133.

MEMBER OF * PRIVATE COMPANIES PRACTICE SECTION OF =5§MERICAN InsTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively low level the
risk that noncompliance with applicable requirements of laws, regulations, contracts and grants that would
be material in relation to a major federal program being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over compliance and its operation that we consider to be material
weaknesses.

This report is intended solely for the information and use of the District, the Minnesota Department of

Education and other state agencies, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

Sl Ll o L 5

October 7, 2004
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