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Independent Auditor’s Report 
 
 
To the School Board 
Independent School District No. 709 
Duluth, Minnesota 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Independent School District No. 709, Duluth, Minnesota (District), as of 
and for the year ended June 30, 2020, and the related notes to the financial statements, which collectively 
comprise the District’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
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 and the standards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of 
the District, as of June 30, 2020, and the respective changes in financial position and, where applicable, cash 
flows thereof, for the year then ended in accordance with accounting principles generally accepted in the United 
States.
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Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States require that the management’s discussion and 
analysis on pages 5 through 16, the budgetary comparison information, information about the District’s other 
postemployment health care plan, and information about the District’s net pension liability, pages 76 through 77, 
be presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context. We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States, which consisted of 
inquiries of management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge 
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance. 
 
Supplementary Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the District’s financial statements. The combining and individual fund financial statements and schedules, and 
fiscal compliance table, pages 77 through 84, are presented for purposes of additional analysis and are not a 
required part of the basic financial statements. The combining and individual fund financial statements and 
schedules, and fiscal compliance table are the responsibility of management and were derived from and relate 
directly to the underlying accounting and other records used to prepare the basic financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the basic financial statements 
and certain additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the 
United States. In our opinion, the combining and individual fund financial statements and schedules, and fiscal 
compliance table are fairly stated in all material respects in relation to the basic financial statements as a whole. 
 
We have previously audited, in accordance with auditing standards generally accepted in the United States, the 
District’s basic financial statements for the year ended June 30, 2019, which are not presented with the 
accompanying financial statements and we expressed unmodified opinions on the respective financial statements 
of the governmental activities, each major fund, and the aggregate remaining fund information.  That audit was 
conducted for the purpose of forming opinions on the financial statements that collectively comprise the District’s 
basic financial statements as a whole.  The individual fund schedules and combining other funds statements for 
the year ended June 30, 2019, are presented for purposes of additional analysis and are not a required part of the 
basic financial statements.  Such information is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the 2019 basic financial 
statements.  The information was subjected to the auditing procedures applied in the audit of those basic financial 
statements and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the basic financial statements or to the basic financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States.  In our opinion, the 2019 individual fund schedules and combining other funds 
statements are fairly stated in all material respects in relation to the basic financial statements from which they 
have been derived. 
 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 2, 2020 on 
our consideration of the District’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that 
report is solely to describe the scope of our testing of internal control over financial reporting and compliance and 
the results of that testing, and not to provide an opinion on the effectiveness of the District’s internal control over 
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financial reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the District’s internal control over financial reporting and 
compliance. 
 

 
 
 
Wipfli LLP 
December 2, 2020 
Duluth, Minnesota 
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INDEPENDENT SCHOOL DISTRICT NO. 709 – DULUTH PUBLIC SCHOOLS 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS  
YEAR ENDED JUNE 30, 2020 

 
As management of Independent School District No. 709 (District), we offer readers of the 
District’s financial statements this narrative overview and analysis of the financial 
activities of the District for the fiscal year ended June 30, 2020.  
 
FINANCIAL HIGHLIGHTS 
 

 The District’s total net position of governmental activities increased 
approximately $10 million versus 2019 to $(27,374,924) primarily due to 
increases in revenues and debt redemption. 
 

 Overall program and general revenues were $154.6 million, $7.4 million more 
than related expenses of $147.2 million. 

 
 General revenues accounted for $111.7 million, or 72% of all fiscal year 2020 

revenues.  This amount is approximately the same percentage of total revenues as 
the prior year.  Program specific revenues of $43.1 million (related to services, 
grants and contributions) accounted for 28% of total fiscal 2020 revenues.  This 
represents a decrease of $4.5 million versus the prior year. 
 

 The District spent approximately $145 million on governmental activities that 
includes an increase in pension expense of $13 million and a reduction in debt of 
$8 million.  The change in pension expense represents an increase of $27 million 
versus the prior year and is allocated across every category.  This contributed to 
the overall change of $23.4 million in governmental activities.  Increases of $3 
million in regular and special education instruction had an impact on this change. 
 

 Among major funds, the General fund had $121.4 million in revenues, consisting 
mainly of state aids and local property taxes, $.4 million in other financing 
sources (uses), and $114.8 million in expenditures. 
 

 General Fund revenues exceeded budgeted operational revenues by $6.7 million.  
Higher enrollment, which drives revenues, was the main reasons for revenues 
exceeding budget.  The General Fund also improved because some operational 
expense budgets were not spent or were assigned to a future fiscal year.  The 
District was required to recognize a $5 million TRA/PERA Special Funding 
revenue and expense that were unknown at the time of budgeting.  This was net 
neutral to the District.  The combined effect resulted in a new unassigned fund 
balance of $2 million and assigned fund balances for future obligations of $6.3 
million.  The amount reserved for restricted programs was $2.7 million. 

 

 

 





























































INDEPENDENT SCHOOL DISTRICT NO. 709
DULUTH, MINNESOTA

Exhibit 9

STATEMENT OF CASH FLOWS
INTERNAL SERVICE FUND - DENTAL PLAN

PROPRIETARY FUND
For the Year Ended June 30, 2020

Cash Flows from Operating Activities
Receipts from Interfund Services Provided $ 545,591       
Receipts from retirees 329,005       
Payments for administrative costs (58,378)
Payments for claims (650,633)

 Net Cash Provided by Operating Activities $ 165,585

Cash and Cash Equivalents - Beginning 522,211

Cash and Cash Equivalents - Ending $ 687,796

Reconciliation of Operating Income to Net Cash 
Provided by Operating Activities

Operating income $ 219,655       
Adjustments to reconcile operating income to net cash
 provided by operating activities
 Decrease in Account Receivable $ 486              
  Increase in Claims Payable 11,928         
  (Decrease) in Unearned Revenue (66,484)        

    Total Adjustments $ (54,070)        

    Net Cash Provided by Operating Activities $ 165,585      

The notes to the financial statements are an integral part of this statement. Page 33

































INDEPENDENT SCHOOL DISTRICT NO. 709 
DULUTH, MINNESOTA 

 
NOTES TO THE FINANCIAL STATEMENTS 

JUNE 30, 2020 
 

49 
 

NOTE 6 – CAPITAL ASSETS 

A summary of the changes in capital assets in fiscal year 2020 is as follows: 
 
Capital Assets Not Balance Balance

     Depreciated 6/30/2019 Additions Disposals 6/30/2019

Land 9,922,793$            -$                     -$                  9,922,793$          

Construction Work     

  in Process 373,066                1,244,380         (373,066)        1,244,380            

Total Capital Assets

  Not Depreciated 10,295,859$          1,244,380$       (373,066)$      11,167,173$        

Capital Assets 

     Depreciated

Land Improvements 2,496,033$            994,505$          -$                  3,490,538$          

Buildings 342,403,161          552,867            -                    342,956,028        

Furniture & Equipment 7,775,992             631,058            (274,667)        8,132,383            

Total Capital Assets 

  Depreciated 352,675,186$        2,178,430$       (274,667)$      354,578,949$      

Less Accumulated 

  Depreciation (74,671,624)$         (7,347,732)$      274,667$       (81,744,689)$       

Capital assets, 

  being depreciated, net 278,003,561          (5,169,300)        -                    272,834,260        

Total capital assts, 

  net of depreciation 288,299,420$        (3,924,921)$      (373,066)$      284,001,433$      

Depreciation expense was charged to governmental functions as follows:

2020

Program Depreciation

Administration 15,698$          

District Support Service 81,641            

Elem/Sec Regular Instruction 11,807            

Vocational Education Instruction 13,056            

Special Education Instruction 5,248              

Community Education and Service 1,988              

Instructional Support Services 2,868              

Pupil Support Services 225,206          

Sites and Buildings 6,990,220        

Total 7,347,732$      

 
 
 
 



INDEPENDENT SCHOOL DISTRICT NO. 709 
DULUTH, MINNESOTA 

 
NOTES TO THE FINANCIAL STATEMENTS 

JUNE 30, 2020 
 

50 
 

NOTE 6 – CAPITAL ASSETS (CONTINUED) 

Included in amounts reported for capital assets are land, buildings, and equipment related to closure 
hearings conducted by the School Board.  The closure hearings included Central High School and 
Secondary Technical Center.  The net book value of the remaining assets total $3,096,842. 

NOTE 7 – LONG-TERM LIABILITIES 

Certificates of Participation 

$1,605,000 Full Term Non-Refunding Certificates of Participation, Series 2010D 
due in annual installments of $210,000 to $370,000 plus 2.00 to 4.00 percent 
interest from August 1, 2011 through February 1, 2028. 910,000$               

$12,800,425 Full Term Capital Appreciation Certificates of Participation, Series 
2012A due in annual installments of $536,344 to $2,304,404 plus 3.70 to 4.25 
percent interest from February 1, 2021 through February 1, 2028. 12,800,425            

$6,340,000 Certificates of Participation, Series 2012B due in annual installments 
of $260,000 to $460,000 plus 3.00 to 5.25 percent interest from March 1, 2013 
through March 1, 2032.  4,425,000              

$82,605,000 Full Term Refunding Certificates of Participation, Series 2016A due 
in annual installments of $4,470,000 to $9,900,000 plus 3.00 to 5.00 percent 
interest from February 1, 2017 through February 1, 2028. 62,515,000            

$24,130,000 Refunding Certificates of Participation, Series 2019A due in annual 
installments of $1,350,000 to $2,585,000 plus 3.00 to 4.20 percent interest from 
March 1, 2020 through March 1, 2034.  22,780,000            

$41,715,000 Full Term Refunding Certificates of Participation, Series 2019B due 
in annual installments of $4,215,000 to $5,935,000 plus 5.00 percent interest 
from February 1, 2020 through February 1, 2028. 37,500,000            

$2,710,000 Full Term Refunding Certificates of Participation, Series 2019C due in 
annual installments of $295,000 to $350,000 plus 5.00 percent interest from 
February 1, 2020 through February 1, 2028. 2,415,000              

    Total 143,345,425$        

 
 

 







































INDEPENDENT SCHOOL DISTRICT NO. 709 
DULUTH, MINNESOTA 

 
NOTES TO THE FINANCIAL STATEMENTS 

JUNE 30, 2020 
 

69 
 

NOTE 13 – DEFINED BENEFIT PENSION PLANS (CONTINUED) 

District's proportionate share of the net pension liability $ 12,565,292   

State of Minnesota's proportionate share of the net

  pension liability associated with the District 389,316        

       Total $ 12,954,608   

 
 
 
For the year ended June 30, 2020, the District recognized pension expense of $1,106,235 for its 
proportionate share of General Employees Plan’s pension expense.  In addition, the District 
recognized an additional $29,156 as pension expense (and grant revenue) for its proportionate share 
of the State of Minnesota’s contribution of $16 million to the General Employees Fund. 
 
At June 30, 2020, the District reported its proportionate share of the General Employees Plan’s 
deferred outflows of resources and deferred inflows of resources related to pensions from the 
following sources: 
 

Deferred Outflows of 

Resources

Deferred Inflows of 

Resources

Differences between expected and actual 

economic experience 370,103$                         ‐$                                         

Net difference between projected and actual 

earnings on plan investments 1,393,626                               

Changes in assumptions 1,065,258                               

Contributions paid to PERA subsequent to the 

measurement period 1,220,635                       

Changes in proportion 83,225                            1,120,129                              

1,673,963$                      3,579,013$                            

 
  
 

$1,220,635 reported as deferred outflows of resources related to pensions resulting from the District’s 
contributions subsequent to the measurement date will be recognized as a reduction of the net 
pension liability in the year ended June 30, 2020. 

 
  









INDEPENDENT SCHOOL DISTRICT NO. 709 
DULUTH, MINNESOTA 

 
NOTES TO THE FINANCIAL STATEMENTS 

JUNE 30, 2020 
 

73 
 

NOTE 14 – DENTAL SELF-INSURANCE PLAN (CONTINUED) 
 
Changes in the balance of dental claim liabilities for fiscal year 2019 were as follows: 
 
 

Fiscal Year 
Ended June 30

Beginning of 
Fiscal Year 

Liability

Claims and 
Changes in 
Estimates

Claims 
Payments

Balance af 
Fiscal 

Year End

2019 231,080$        777,047$  797,033$    211,094$ 

2018 102,875          938,135     809,930     231,080    

 

NOTE 15 - RISK MANAGEMENT 

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employee health and dental; and natural disasters.  Risks of 
loss related to employee dental claims are self-insured.  Risk of loss associated with workers’ 
compensation claims were insured through participation in the Minnesota School Boards Association 
Insurance Trust and continue to cover claims arising during their period of coverage.  The District 
currently carries commercial workers’ compensation insurance.  This policy provides coverage for up 
to a maximum liability limit of $2,000,000 with a medical deductible of $2,500 for each workers’ 
compensation claim.  All other risks of loss are insured by the purchase of commercial insurance.  
There were no significant reductions in insurance coverage from the previous year.  There were no 
settlements in excess of insurance for any of the past three fiscal years. 
 

NOTE 16 - COMMITMENTS 

At June 30, 2020, the District had commitments under various construction and service contracts 
totaling $615,207.  The construction commitments will be paid by the General Fund. 

 

NOTE 17 - CONTINGENCIES 

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor 
agencies, principally the federal government.  Any disallowed claims, including amounts already 
collected, may constitute a liability of the applicable funds.  The amount, if any, of expenditures that 
may be disallowed by the grantor cannot be determined at this time, although the District expects 
such amounts, if any, to be immaterial. 
 
The District is a defendant in various lawsuits.  Although the outcome of these lawsuits is not 
presently determinable, in the opinion of the District’s counsel the resolution of these matters will not 
have a material adverse effect on the financial conditions of the District. 
 
Beginning in March 2020, the United States economy began suffering adverse effects from the 
COVID-19 Virus Crisis (“CV 19 Crisis”).  The long-term impact of the CV 19 Crisis on the District 
cannot be reasonably estimated at this time. 
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INDEPENDENT SCHOOL DISTRICT NO. 709 
DULUTH, MINNESOTA 

 
FISCAL COMPLIANCE TABLE 

FOR THE YEAR ENDED JUNE 30, 2020 
Audit UFARS Audit - UFARS Audit UFARS Audit - UFARS

01 GENERAL FUND 06 BUILDING CONSTRUCTION
Total revenues 121,428,731$    121,428,731$    $                      Total revenues 16,800$           16,800$           $                      
Total expenditures 114,802,964      114,802,964                              Total expenditures 180,851           180,851                                   
Non spendable  Non spendable  
460 Non spendable fund balance 413,962             413,962                                     460 Non spendable fund balance                         

Restricted/Reserve  Restricted/Reserve  
401 Student activities 237,460             237,460             
403 Staff development 21,240               21,240                                       407 Down payment levy                         
406 Health and safety                          413 Projects funded by COP 10                    10                                            
407 Capital Projects Levy                         467 LTFM                         
408 Cooperative revenue                         Restricted  
413 Project funded by COP                         464 Restricted fund balance                                                 
414 Operating debt                         Unassigned  
416 Levy reduction                         463 Unassigned fund balance                         
417 Taconite building maintenance                          
424 Operating capital 762,334             762,334                                     07 DEBT SERVICE  
426 $25 Taconite                          Total revenues 21,622,791       21,622,791                               
427 Disabled accessibility                         Total expenditures 20,734,174       20,734,174                               
428 Learning and development                         Non spendable                         
434 Area learning center 143,573             143,573                                     460 Non spendable fund balance                         
435 Contracted alt. Programs                         Restricted/Reserve  
436 St. approved alt. Program                         425 Bond refundings 3,993               3,993                                       
438 Gifted & talented 12,594               12,594                                       433 Masximum Effort Loan Aid
440 Teacher Development and Eval 16,729               16,729                                       451 QZAB payments                         
441 Basic skills program                         467 LTFM
445 Career and technical Programs                         Restricted  
448 Achievement and Integration                         464 Restricted fund balance 3,770,210        3,770,210                                
449 Safe schools levy 93,644               93,644                                       Unassigned  
450 Prekindergarten                          463 Unassigned fund balance                         
451 QZAB payments                          
452 OPEB liability not in trust                         08 TRUST  
453 Unfunded sev & retirement levy                         Total revenues 270,427           270,427                                   
459 Basic skills extended time Total expenditures 250,000           250,000                                   
467 LTFM 827,504             827,504                                     422 Net position 1,442,500        1,442,500                                
472 Medical Assistance 605,581             605,581               

Restricted  20 INTERNAL SERVICE  
464 Restricted fund balance                         Total revenues 940,595           940,595                                   
475 Title VII Impact Aid Total expenditures 720,940           720,940                                   
476 Payments in lieu of taxes 422 Net position 378,178           378,178                                   

Committed   
418 Committed for separation                         25 OPEB REVOCABLE TRUST FUND                         
461 Committed fund balance                         Total revenues  

Assigned  Total expenditures                         
462 Assigned fund balance 6,307,960          6,307,960                                  422 Net position                         

Unassigned                          
422 Unassigned fund balance 2,035,567          2,035,567                                  45 OPEB IRREVOCABLE TRUST FUND  

 Total revenues                          
02 FOOD SERVICE  Total expenditures                          
Total revenues 4,006,668          4,006,668                                  422 Net position                          
Total expenditures 3,815,618          3,815,618                                   
Non spendable  47 OPEB DEBT SERVICE FUND  
460 Non spendable fund balance 153,328             153,328                                     Total revenues                          

Restricted  Total expenditures                          
452 OPEB liability not in trust                         Non spendable  
464 Restricted fund balance 1,188,178          1,188,178                                  460 Non spendable fund balance                         

Unassigned  Restricted  
463 Unassigned fund balance                         425 Bond refundings                         

                        464 Restricted fund balance                          
04 COMMUNITY SERVICE  Unassigned  
Total revenues 7,567,943          7,567,943                                  463 Unassigned fund balance                         
Total expenditures 7,669,651          7,669,651                                  
Non spendable  
460 Non spendable fund balance 13,354               13,354                                       

Restricted/Reserve  
426 $25 taconite                         
431 Community education 884,843             884,843                                     
432 ECFE 9,591                 9,591                                         
440 Teacher dev and evaluation
444 School readiness                         
447 Adult Basic Education 260,031             260,031                                     
452 OPEB liability not in trust                         

Restricted  
464 Restricted fund balance 2,918                 2,918                                         

Unassigned  

463 Unassigned fund balance                          
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Independent Auditor’s Report on Legal 
Compliance for the State of Minnesota 
 
 
 
 
 
 
To the School Board 
Independent School District No. 709 
Duluth, Minnesota 
 
 
We have audited, in accordance with auditing standards generally accepted in the United States and the standards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States, the 
financial statements of the governmental activities, each major fund, and the aggregate remaining fund information of 
Independent School District No. 709, Duluth, Minnesota (District), as of and for the year ended June 30, 2020, and the related 
notes to the financial statements, which collectively comprise the District’s basic financial statements, and have issued our 
report thereon dated December 2, 2020. 
 
The Minnesota Legal Compliance Audit Guide for School Districts, promulgated by the State Auditor pursuant to Minnesota 
Statute §6.65, covers seven categories of compliance to be tested: contracting and bidding, deposits and investments, 
conflicts of interest, public indebtedness, claims and disbursements, miscellaneous provisions, and uniform financial 
accounting and reporting standards for school districts. Our audit considered all of the listed categories. 
 
In connection with our audit, nothing came to our attention that caused us to believe that the District failed to comply with 
the provisions of the Minnesota Legal Compliance Audit Guide for School Districts.  However, our audit was not directed 
primarily toward obtaining knowledge of such noncompliance. Accordingly, had we performed additional procedures, other 
matters may have come to our attention regarding the District’s noncompliance with the above provisions. 
 
The purpose of this report is solely to describe the scope of our testing of compliance and the results of that testing, and not 
to provide an opinion on compliance. Accordingly, this communication is not suitable for any other purpose. 
 

 
 
 
Wipfli LLP 
 
December 2, 2020 
Duluth, Minnesota 

 



 




