
































































































































INDEPENDENT SCHOOL DISTRICT NO. 317
Deer River, Minnesota

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2009

NOTE 10 - POST EMPLOYMENT HEALTH CARE PLAN
D. Funded Status and Funding Progress

As of July 1, 2008, the most recent actuarial valuation date, the District did not have any asscts
deposited to fund the plan. The actuarial accrued liability for benefits was $ 1,322,557 and the
actuarial value of assets was § 0, resulting in an unfunded actuarial accrued liability (UAAL) of
$ 1,322,557. The covered payroll (annual payroll of active employees covered by the plan) was
$ 5,048,450, and the ratio of the UAAL to the covered payroll was 26.2%.

Actuarial valuations involve estimates of the value of reported amounts and assumptions about
the probability of occurrence of events far into the future. Examples include assumptions about
future employment, mortality and the health care cost trend. Amounts determined regarding the
funded status of the plan and the annual required contributions of the employer are subject to
continual revision as actual results are compared with past expectations and new estimates are
made about the future.

The Schedule of Funding Progress — Other Post Employment Benefits, presented as required
supplementary information following the Notes to the Financial Statements, presents multi-year
trend information about whether the actuarial value of plan assets is increasing or decreasing
over time relative to the actuarial accrued liabilities for benefits.

Projections of benefits for financial reporting purposes are based on the substantive plan (the
plan as understood by the employer and the plan members) and include the types of benefits
provided at the time of each valuation and the historical pattem of sharing of benefit costs
between the employer and plan members to that point. The actuarial methods and assumptions
used include techniques that are designed to reduce the effects of short-term volatility in actuarial
accrued liabilities, consistent with the long-term perspective of the calculations.

At the July 1, 2008 actuarial valuation date, the projected unit credit funding method was used.
The actuarial assumptions included a 4% discount rate, which is based on the investment yield
expected to finance benefits depending on whether the plan is funded in a separate trust (about
7% to 8.5%, long-term, similar to a pension plan) or unfunded (3.5% to 5%, shorter term, based
on District’s general assets). The District currently does not plan to prefund for this benefit. At
the actuarial valuation date, the annual health care cost trend rate was calculated to be 10%
initially, reduced incrementally to an ultimate rate of 5% after ten years. The UAAL is being
amortized as a level percentage of projected payroll on an open basis. The remaining
amortization period at July 1, 2008 was 30 years.
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INDEPENDENT SCHOOL DISTRICT NO. 317
Deer River, Minnesota

SCHEDULE OF FUNDING PROGRESS - OTHER POST EMPLOYMENT BENEFITS

June 30, 2009
Actuarial UAAL as a
Actuarial Accrued Liability Unfunded Percentage of
Actuarial Value of (AAL)- AAL Funded Covered Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll
Date () (b) (b-2) (a/b) (c) ((b-a)/0)
6/30/09* $ - $ 1,322,557 $ 1,322,557 0.0% $ 5,048,450 26.2%

* This Schedule was implemented in 2009 and, therefore, contains only one year of data.
See Note 10 in the Notes to the Financial Statements for more details on this Schedule.
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ASSETS:

Cash and Investments

Accounts Recejvable

Due from Department of Education

Due from Federal Government
through Department of Education

Due from Other Governmental Units

Inventory

Prepaid Items

Total Assets

INDEPENDENT SCHOOL DISTRICT NO. 317
Deer River, Minnesota

COMBINING BALANCE SHEET -

NONMAJOR GOVERNMENTAL FUNDS
June 30, 2009

Special Revenue Funds

LIABILITIES AND FUND BALANCES:

Liabilities:
Accounts Payable
Salaries and Benefits Payable
Due to Other Minnesota Districts
Deferred Revenue
Total Liabilities

Fund Balances:

Reserved:
Community Education
Early Childhood and Family

Education

School Readiness

Unreserved - Undesignated

Total Fund Balances

Total Liabilities and
Fund Balances

Post

Employment Total

Community Benefits Debt Nonmajor

Food Service Service Total Service Fund Funds
$ 47,047 $ 26371 $ 73418 3 34,248 § 107,666
201 33,089 33,290 - 33,290
- 7,576 7,576 - 7,576
2,541 - 2,541 - 2,541
- 63,797 63,797 - 63,797
7,897 - 7,897 - 7,897
665 - 665 - 665
$ 58,351 $ 130,833 3 189,184 $ 34,248 $ 223432
$ 2,029 $ 240 $ 2,269 $ - $ 2,269
25,358 22,235 47,593 - 47,593
- 13,484 13,484 - 13,484
852 3,424 4,276 - 4,276
28,239 39,383 67,622 - 67,622
- 20,821 20,821 - 20,821
- 27,783 27,783 - 27,783
- 31,684 31,684 - 31,684
30,112 11,162 41,274 34,248 75,522
30,112 91,450 121,562 34,248 155,810
$ 58,351 § 130,333 $ 189,184 $ 34,248 $ 223432
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INDEPENDENT SCHOOL DISTRICT NO. 317

Deer River, Minnesota

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS
For the Year Ended June 30, 2009

REVENUES:

Local Property Taxes

Other Local and County Revenues

Revenue from State Sources

Revenue from Federal Sources

Sales and Other Conversion of Assets
Total Revenues

EXPENDITURES:
Current:
Food Service
Community Education and Services
Capital Qutlay
Total Expenditures

Excess of Revenues Over
(Under) Expenditures

OTHER FINANCING SOURCES:;
Transfers In

Net Change in Fund Balances

FUND BALANCES:
Beginning of Year

End of Year

Special Revenue Funds

Post
Employment Total
Community Benefits Debt Nonmajor

Food Service Service Total Service Fund Funds
5 - $ 64,023 $ 64,023 $ - $ 64,023
659 165,193 165,852 - 165,852
25,298 48,940 74,238 - 74,238
301,801 - 301,801 - 301,801
171,271 - 171,271 - 171,271
499,029 278,156 777,185 - 777,185
525,618 - 525,618 - 525,618
- 270,600 270,600 - 270,600
- 1,692 1,692 1,692
525,618 272,292 797,910 - 797,910

(26,589) 5,864 (20,725) - (20,725)

_ - - 34,248 34,248
(26,589) 5,864 (20,725) 34,248 13,523
56,701 85,586 142,287 142,287
$ 30,112 § 91,450 $ 121,562 $ 34,248 $ 155,810
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ASSETS:
(Cash

LIABILITIES:

Accounts Payable

Due to Other Governments
Other Payables

Deferred Revenue

Total Liabilities

The Notes to the Financial Statements are an integral part of this statement.

Deer River, Minnesota

INDEPENDENT SCHOOL DISTRICT NO. 317

STATEMENT OF CHANGES IN AGENCY FUNDS
ASSETS AND LIABILITIES
For the Year Ended June 30, 2009

Balance Balance
06/30/08 Additions Deletions 06/30/09
$ 277946 $ 2,642,233 $ 2,649,362 $ 270,817
$ 4421 $ 54,544 $ 4,421 $ 54,544
27,971 56,519 27,971 56,519
8,612 1,052 8,612 1,052
236,942 158,702 236,942 158,702
$ 277,946 $ 270817 $ 277946 $ 270,817
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01 GENERAL FUND
Total Revenye
Total Expenditures
Reserved:
403  Staff Development
405  Defermred Maintenance
406  Health and Safety
407  Capital Projects Levy
408 Cooperative Revenue
411 Severance Pay
414  Operating Debt
416  Levy Reduction
418 Taconite Building Maintenance
419  Encumbrances
423 Certain Teacher Programs
424  Operating Capital
426  $25 Taconite
427  Disabled Accessibility
428 Leamning and Development
434  Area Leaming Center
435  Contracted Alternative Programs
436  State Approved Alternative Program
438  Gifted and Talented
44|  Basic Skills Programs
445  Career Technical Programs
446  First Grade Preparcdness
44%  Safe School Crime
450  Prekinderparten
451 QZAB Payments
452  QPEB Liablities nof in Trust
453  Unfunded Severance and
Retirement Levy
Unreserved:
418  Severance-Insurance Premium
422  Unmeserved/Undesignated
02 FOOD SERVICES FUND
Total Revenue
Tatal Expenditures
Reserved:
411  Severance Pay
419  Bacumbrances
452  QOPEB Liablities not in Trust
Unreserved:
418 Severance-Insyrance Premium
422 Unreserved/Undesignated

04 COMMUNITY SERVICE FUND
Total Revenue
Total Expenditures

Reserved:
411 Severance Pay
419  Encumbrances
426  $25 Taconite
431  Community Education
432  BCFE
444  School Readiness
447 Adult Basic Education
452  OPEB Liablitics not in Trust
Unreserved:
418 Severance-l F
422 Unreserved/Undesignated

06 BUILDING CONSTRUCTION FUND
Total Revenue
Total Expenditures

Reserved:
407  Capital Projects Levy
409  Alternative Facility Program
413 Project Funded by COP
419  Encumbrances
Unreserved:
422 Unreserved/Undesignated

INDEPENDENT SCHOOL DISTRICT NO. 317
Deer River, Minnesotia

UNIFORM FINANCIAL ACCOUNTING AND REPORTING STANDARDS
COMPLIANCE TABLE

Audit UFARS AuditUFARS
$ 9935387 % 5,935388 § m
11,255,916 11,255,917 [4)]
11,676 11,677 m
33,242 35242 -
21,301 21,301
41,993 41,953 =
11,013 11,013
7,855 7,355
328,820 328,820 -
1,248,603 1,248,601 2
3 499,029 $ 499,028 b 1
525,618 325,616
30,112 30,113 6]
5 278,156 i 278,156 -] -
272,292 272,293 [1}]
20,821 20,821 -
27,783 27,783 -
31,684 31,684 _
11,162 11,159 3
5 12417 1 12,417 5 -
3,285 3,286 {1
265,235 265235

For the Year Ended June 30, 2009

Audit

UFARS

Audit UFARS

07 DEBRT SERVICE FUND
Total Revenue

Total Expenditures
Reserved:

425  Bond Refunding

451  QZAB Paymenis
Unreserved:

422 Unreserved/Undesignated

§ 1,115,081
1,095,499

6,279,546

531,077

08 TRUST FUND
Total Revenue L4
Total Expenditures
Reserved:

419  Encumbrances -
Uinreserved:

422 Unreserved/Undesignated

2,696
2,000

4,868

09 AGENCY FUND
Unreserved:
422 Unreserved/Undesignated 3

2010 RNAL SERVICE FUND
Total Revenue
‘Total Expenditures
Reserved:

419 Encymbrances
Unreserved:

422  Unreserved/Undesignated

25 OPEB REVOCABLE TRUST
Total Revenue $ 1,322,858

Total Expenditures

Reserved:

419  Encumbrances
Unreserved:

422  Unreserved/Undesignated

45 OPEB IRREVOCARLE TRUST

Total Revenue k]
Total Expenditures
Reserved:
419  Encumbrances
Unreserved:
422 Unreserved/Undesignated

1,322,855

47 OPEB DEBT SERVICE
Total Revenue $
Total Expenditures -
Reserved:

425  Bond Refundings -
Unreserved:

422 Unreserved/Undesignated 34,243

Unaudited Data Reporting Elements

FY09 SAFE SCHOOL MAINTENANCE OF EFFORT

Total Expenditures 5 31,794
FTE 134
FY(19 OPERATING CAPTIAL TRANSFER

Per Pupil Amount 3 -
AMCPU -
Teial Transfer -

5 1,115,081
1,095,497

6,279,546

531,077

3 2,696
2,000

4,368

$ 1,322,855

1,322,855

34,248

5 .

"
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INDEPENDENT SCHOOL DISTRICT NO. 317
Deer River, Minnesota

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2009

Federal
CFDA
Federal Funding Source Number Grant Name Expenditures

Through Minnesota Department of Education:
USDOA 10.550 Commodities Programs $ 30,153
USDOA 10.553 School Breakfast (Cluster) 67,896
USDOA 10.555 Type A Lunch (Cluster) 194,640
USDOA 10.559 Summer Food Program 9,112
USDOED 84.010 Title I, Part A 374,806
USDOED 84.013 Title I, Part D 25,103
USDQED 84,186 Title IV, Part A - Safe Drug Free Schools 6,419
USDOED 84.298 Title V, Part A - Innovative Programs 3,420
USDOED 84.358 Title VI - Rural and Low Income Schools 24,470
USDOED 84.367 Title II, Part A - Improving Teacher Quality 86,237
Through Independent School District No. 2396:
USDOED 84.027 Special Education 99,158
Direct from Federal Government.
USDOED 84.041 Impact Aid 601,486
USDOED 84.060 Indian Assistance 68,614
USDOED 84.364A  Library Grant 7,283

Total Federal Expenditures $ 1598797

The Notes to the Schedule of Expenditures of Federal Awards are an integral part of this statement.
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INDEPENDENT SCHOOL DISTRICT NO. 317
Deer River, Minnesota

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2009

NOTE 1 - BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the District and is presented on the modified 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 Governments and Nonprofit Organizations. Therefore, some
amounts presented in this Schedule may differ from amounts presented in, or used in the
preparation of the financial statcments,

NOTE 2 - INVENTORY
Inventories of commodities donated by the U.S. Department of Agriculture are recorded at

market value in the Food Service Fund as inventory. Revenue and expenditures are recorded
when commodities are used.
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DV

Expert advice. When you need it.*™

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

October 27, 2009

To the School Board
Independent School District No. 317
Deer River, Minnesota

We have audited the financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of Independent School District No. 317, Deer River,
Minnesota, as of and for the year ending June 30, 2009, which collectively comprise the
District’s basic financial statements and have issued our report thereon dated October 27, 2009,
We conducted our audit in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit, we considered the District’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the District’s internal control over financial reporting, Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal control
over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the District’s ability to initiate, authorize, record,
process or report financial data reliably in accordance with U.S. generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the District’s
financial statements that is more than inconsequential will not be prevented or detected by the
District’s internal control. We consider the deficiencies described in the accompanying Schedule
of Findings and Questioned Costs in Accordance with OMB Circular A-133 as Audit Findings
02-01 and (7-02 to be significant deficiencies in internal control over financial reporting.
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KDV

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the District’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies and, accordingly, would not
necessarily disclose all significant deficiencies that are also considered to be material
weaknesses. We consider the deficiencies described in the accompanying Schedule of Findings
and Questioned Costs in Accordance with OMB Circular A-133 as Audit Findings 02-01 and
07-02 to be material weaknesses in internal control.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the District’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an 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 Government Auditing Standards.

We noted certain matters that we reported to management of the District in a separate letter dated
October 27, 2009,

The District’s responses to the findings identified in our audit are described in the accompanying
Schedule of Findings and Questioned Costs in Accordance with OMB Circular A-133. We did
not audit the District’s responses and, accordingly, we express no opinion on them.

This report is intended solely for the information and use of the Board of Education,
administration, and state 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.

gév'n. Dew anden, Viene LAY

KERN, DEWENTER, VIERE, LTD.
St. Cloud, Minnesota
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Expert advice. When you need it.™™

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

October 27, 2009

To the School Board
Independent School District No. 317
Deer River, Minnesota

COMPLIANCE

We have audited the compliance of Independent School District No. 317, Deer River, 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, 2009. The District’s major federal programs are
identified in the summary of auditor’s results section of the accompanying Schedule of Findings
and Questioned Costs in Accordance with OMB Circular A-133. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each of its major federal
programs is the responsibility of the District’s management. Our responsibility is to express an
opinion on the District’s compliance based on our audit.

We conducted our audit of compliance in accordance with U.S. generally accepted auditing
standards; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States and OMB Circular A-133,
Audits of States, Local Governments and Nonprofit Organizations. Those Standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the District’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination of the District’s compliance with those requirements.

In our opinion, Independent School District No. 317, Deer River, 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, 2009.
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INTERNAL CONTROL OVER COMPLIANCE

The management of District is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered the
District’s internal control over compliance with the requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control over compliance.

A control deficiency is the District’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the District’s
ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the District’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the District’s internal
control.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as
defined above.

This report is intended solely for the information and use of the Board of Education,
administration, and statc 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.

K{’fh. Deweider, Viea, L-ld

KERN, DEWENTER, VIERE, LTD.
St. Cloud, Minnesota
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INDEPENDENT SCHOOL DISTRICT NO. 317
Deer River, Minnesota

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

IN ACCORDANCE WITH OMB CIRCULAR A-133

June 30, 2009

SECTION I-SUMMARY OF AUDITOR’S RESULTS

Financial Statements
Type of auditor’s report issued:

Internal control over financial reporting:
» Material weakness(es) identified?
o Significant deficiency(ies) identified that are
not considered to be material weakness(es)?

Noncompliance material to financial statements
noted?

Federal Awards

Type of auditor’s report issued on compliance for
major programs:

Internal control over major programs:
¢ Material weakness(es) identified?
¢ Significant deficiency(ies) identified that are
not considered to be material weakness(es)?

Any audit findings disclosed that are required to
be reported in accordance with Section 510(a)
of OMB Circular A-133?

Identification of Major Programs

CFDA No.:
Name of Federal Program or Cluster:

CFDA No.:
Name of Federal Program or Cluster:

Dollar threshold used to distinguish between
type A and type B programs:

Auditee qualified as low risk auditee?

Ungqualified

Yes, 02-01 and 07-02

No

No

Unqualified

No

No

No

84.010
Title I

84.041
Impact Aid
$ 300,000
No
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INDEPENDENT SCHOOL DISTRICT NO. 317
Deer River, Minnesota

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
IN ACCORDANCE WITH OMB CIRCULAR A-133
June 30, 2009

SECTION II - FINANCIAL STATEMENT FINDINGS
Audit Finding 02-01

Criteria or Specific Requirement:

Internal control that supports the District’s ability to initiate, record, process and report financial
data consistent with the assertions of management in the financial statements requires adequate
segregation of accounting duties.

Condition:
The District does not have adequate segregation of accounting duties.

Questioned Costs:
None

Context:
This finding impacts the internal control for all significant accounting functions.

Effect:

The lack of adequate segregation of accounting duties could adversely affect the District’s ability
to initiate, record, process and report financial data consistent with the assertions of management
in the financial statements.

Cause:
There are a limited number of office employees.

Recommendation:
Continue to review the accounting system, including changes that may occur. Implement
segregation whenever practical.
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INDEPENDENT SCHOOL DISTRICT NO. 317
Deer River, Minnesota

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
IN ACCORDANCE WITH OMB CIRCULAR A-133
June 30, 2009

SECTION II - FINANCIAL STATEMENT FINDINGS

Audit Finding 02-01 (Continued)

Management’s Response:

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Finding
There is no disagreement with the audit finding,

Actions Planned in Response to Finding
Administration will review current segregation of accounting duties to determine if further
segregation is possible. The Business Manager will review reconciled fixed assets.

Official Responsible for Ensuring CAP
Matt Grose, Superintendent, is the official responsible for ensuring corrective action of the
deficiency.

Planned Completion Date for CAP
The planned completion date for the CAP is June 30, 2010.

Plan to Monitor Completion of CAP
The School Board will be monitoring this CAP.
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INDEPENDENT SCHOOL DISTRICT NO. 317
Deer River, Minnesota

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
IN ACCORDANCE WITH OMB CIRCULAR A-133
June 30, 2009

SECTION I1I - FINANCIAL STATEMENT FINDINGS
Audit Finding 07-02

Criteria or Specific Requirement:
The District does not have a process and the related internal control established to provide for the
preparation of the financial statements.

Condition:
The District management has requested KDV, Ltd. draft the financial statements and
accompanying Notes to the Financial Statements.

Questioned Costs:
None

Context:
This finding impacts the internal control for all significant accounting balances and related
disclosures.

Effect:
This control deficiency could result in a misstatement to the financial statements that would not
be prevented or detected.

Cause:
District Office employees have not had the training necessary to ensure financial statements are
prepared in their entirety.,

Recommendation:
Continue to train District Office employees on financial statement presentation issues.
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INDEPENDENT SCHOOL DISTRICT NO. 317
Deer River, Minnesota

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
IN ACCORDANCE WITH OMB CIRCULAR A-133
June 30, 2009

SECTION II - FINANCIAL STATEMENT FINDINGS

Audit Finding 07-02 (Continued)

Management’s Response:

CORRECTIVE ACTION PLAN (CAP):

1.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Explanation of Disagreement with Audit Finding
There is no disagreement with the audit finding.

Actions Planned in Response to Finding

Administration will review current processes and related internal controls to determine if
training could be provided to current employees to prepare the financial statements.

. Official Responsible for Ensuring CAP
Matt Grose, Superintendent, is the official responsible for ensuring corrective action of the

deficiency.

Planned Completion Date for CAP
The planned completion date for the CAP is June 30, 2010.

Plan to Monitor Completion of CAP
The School Board will be monitoring this CAP.

None
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DV

Expert advice. When you need it.™

REPORT ON LEGAL COMPLIANCE
October 27, 2009

To the School Board
Independent School District No. 317
Deer River, Minnesota

We have audited the financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of Independent School District No. 317, Deer River,
Minnesota, as of and for the year ended June 30, 2009, which collectively comprise the District’s
basic financial statements, and have issued our report thereon dated October 27, 2009.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the
provisions of the Minnesota Legal Compliance Audit Guide for Local Government promulgated
by the State Auditor pursuant to Minnesota Statutes 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 seven main
categories of compliance to be tested: contracting and bidding, deposits and investments,
conflicts of interest, public indebtedness, claims and disbursements, uniform financial
accounting and reporting standards for school districts and miscellaneous provisions. Our study
included all of the listed categories.

The results of our tests indicate that for the items tested, the District complied with the material
terms and conditions of applicable legal provisions.

This report is intended solely for the information and use of the Board of Education,
administration and the Office of the State Auditor, and is not intended to be and should not be
used by anyone other than these specified parties.

K%‘/m. DeWenkes, Viow L4d

KERN, DEWENTER, VIERE, LTD.
St. Cloud, Minnesota
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