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December 5, 2019

To the School Board, Citizens, and Employees of Independent School District No. 622:

INTRODUCTION

State law requires that every public school district publish, within six months of the close of each
fiscal year, a complete set of audited financial statements. We are submitting the Comprehensive Annual
Financial Report (CAFR) of Independent School District No. 622, North St. Paul — Maplewood — Oakdale
(the District) for the fiscal year ended June 30, 2019. This report fairly presents the District’s financial
position and results of operations and cash flows in accordance with accounting principles generally
accepted in the United States of America. Although the data was received from many sources, the
District’s administration accepts total responsibility for the accuracy, completeness, and fairness in
presentation.

REPORT FORMAT

The CAFR is presented in three sections: introductory, financial, and statistical. The introductory section
includes this letter of transmittal, an organizational chart, a list of School Board members and
administration personnel, a map of the District, and the Certificate of Excellence in Financial Reporting.
The financial section includes the Independent Auditor’s Report, management’s discussion and analysis
(MD&A), basic financial statements, required supplementary information, and supplemental information.
The statistical section includes selected financial and demographic information, generally presented on a
multi-year comparative basis.

Accounting principles generally accepted in the United States of America require that management provide
a narrative introduction, overview, and analysis to accompany the basic financial statements in the form of
the MD&A. This letter of transmittal is designed to complement the MD&A and should be read in
conjunction with it. The District’s MD&A can be found immediately following the report of the
independent auditors.

PROFILE OF THE REPORTING ENTITY AND ITS SERVICES

The financial reporting entity includes all the funds of the primary government (the District). Component
units are legally separate entities for which the District (primary government) is financially accountable.
There are no organizations considered to be component units of the District. The District is an independent
political subdivision of the state of Minnesota.

Business Office

2520 East 12t Avenue | North St. Paul, MN 55109 | 651.748.7561 | 651.748.7577 (fax) |
www.isd622.org




The District was incorporated in 1930 and serves a portion of seven suburban communities within
Ramsey County and Washington County, located along the eastern edge of the Minneapolis/St. Paul
metropolitan area. The District encompasses all or part of the communities of Lake Elmo, Landfall,
Maplewood, North St. Paul, Oakdale, Pine Springs, and Woodbury.

Housed within district boundaries are 9 private schools and 1 charter school, which account for a total
enrollment of approximately 2,000 students. The private schools receive their funding from tuition and
minimal per pupil funding from the state, whereas the charter school is recognized as a Minnesota public
school and is funded by the state. Although separate legal entities, the District is the flow-through fiscal
host for state aid to the private schools and is required by state statutes to provide transportation to private
and charter school students who reside within the District boundaries.

The District’s governing body is the School Board, consisting of seven members. School Board members
are elected at large to serve four-year terms of office. Elections are held annually on the first Tuesday in
November. The Superintendent of Schools is the Chief Administrative Officer and is appointed by the
School Board.

Programs and Services

The District provides a full range of public education services appropriate to grade levels, ranging from
pre-kindergarten through Grade 12. These include regular and enriched academic programs, special
education programs, and career/vocational education. Food service and transportation are provided as
supporting programs. The community education program in the District includes early childhood and
family education programs, an adult basic education program, and a variety of classes for lifelong learning
experiences for children and adults.

Student Enrollment

The District enrolled 10,636 students (average daily membership) in 2018-2019 from a population of
79,394 people residing in a 43-square mile area. In terms of the number of students, the District is
Minnesota’s 13th largest school district.

The District has an increasingly diverse population of students with a variety of needs. For the 2018-2019
school year, 36.1 percent of our students were white, 21.8 percent were of Asian descent, 19.0 percent of
the District’s student population were black, Hispanic students totaled 14.0 percent, 7.8 percent were
multi-racial and American Indian, and Hawaiian/Pl students totaled 1.3 percent.

In 2018-2019, 56.3 percent of our students qualified to receive free or reduced-price meals, this compared
to a fall 2018 Minnesota average of 36.4 percent.

The District continues to support a learning environment that lets students and staff develop to their fullest
potential. All students, staff, and families are welcomed no matter what their background or beliefs. Our
staff empowers and enables all students to learn and achieve their best outcomes. The District proudly
boasts a significantly smaller racial achievement gap when compared to other districts statewide.

Five-Year Enrollment and Projections
After a slight increase in enrollment from 2017-2018, the District’s enrollment is expected to remain
constant for 2019-2020, and then a slight increase of approximately 100 students over the next few years.

With the District implementing a new Facilities Plan, and a planned increase in new housing developments
over the next few years, the District could actually see a much greater increase in student enroliment.
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District Schools and Facilities

During the 2018-2019 school year, the District operated 18 school buildings: an Early Childhood Learning
Center, 2 comprehensive (Grades 9—-12) high schools, 3 middle schools (Grades 6-8), 9 elementary schools
(Pre-K through Grade 5), 1 school (Kindergarten through Grade 12) for students with special needs and
adult basic education, 1 school (Post-Grade 12) for a special needs transition program, and 1 learning center
dedicated to senior learning and early childhood education students. In addition to learning spaces, the
District also operates 2 ice arenas, a District Education Center, and a Transportation Center.

The average age of the District’s facilities is over 43 years; the District qualifies for long-term facilities
maintenance funding, and has been levying approximately $8 million per year to maintain our existing
buildings and extending the useful life of the assets. The District will also use other resources, such as
operating capital, long-term facilities maintenance revenue, lease levy revenue, and abatement revenue to
renovate or expand its buildings.

FINANCIAL STATEMENTS

The District’s financial statements have been audited by Malloy, Montague, Karnowski, Radosevich & Co.,
P.A., a firm of licensed certified public accountants. The goal of the independent audit was to provide
reasonable assurance that the financial statements of the District for the fiscal year ended June 30, 2019,
are free of material misstatement. The independent audit involved examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements; assessing the accounting principles used
and significant estimates made by management; and evaluating the overall financial statement presentation.
The independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering
an unmodified (clean) opinion that the District’s financial statements for the fiscal year ended June 30,
2019, are fairly presented in conformity with accounting principles generally accepted in the United States
of America. The independent auditor’s report is presented as the first component of the financial section
of this report.

The independent audit of the financial statements of the District was part of a broader, federally mandated
“Single Audit” designed to meet the special needs of federal grantor agencies. The standards governing Single
Audit engagements require the independent auditor to report not only on the fair presentation of the financial
statements, but also on the District’s audited internal controls and compliance with legal requirements, with
special emphasis on internal controls and legal requirements involving the administration of federal awards. The
District is also required to undergo an annual Minnesota state legal compliance audit under Minnesota Statutes
8 6.65. These reports are available in a separate document.



FINANCIAL AND BUDGETARY CONTROL

All financial transactions of the District are accounted for in specific funds. The accounting system provides for
complete, self-balancing accounts for each fund of the District. The system provides budgetary control for the
activities of all of the District’s governmental funds, thereby ensuring legal compliance. Debt service
requirements and project-length financial plans are adopted for the Capital Projects — Building Construction
Fund. The system also provides budgetary control at the sub-function level by encumbrance of estimated
purchase amounts prior to the release of purchase orders to vendors.

LOCAL ECONOMIC CONDITION AND OUTLOOK

According to the Minnesota Department of Management and Budget, the economic data has been mostly
positive. Minnesota’s overall economy has been somewhat affected by the overall fiscal policy which fueled
growth forecasted to begin in 2018, as well as the general positive feel from the U.S. market outlook. The
GDP growth for 2020 is projected at 2.1 percent, with anticipated increase in real consumer spending and
business capital purchases. However, this trend is expected to slow down in the next biennium.

Job growth has remained widespread, with gains in education and health services, retail and financial
services, and the construction industry. This broad-based job growth helped to push down the state’s jobless
rate in October 2019 to 2.8 percent, which remains below the U.S. rate of 3.9 percent.

The state’s recent budget forecast indicates that fiscal years 2019-2020 budget surplus will be $563 million,
mainly due to an anticipated increase in individual income tax and sales tax receipts. Stronger corporate
profit growth translates to increases in corporate tax receipts. The state is anticipating that this trend will
continue through fiscal years 2020-2021, and then slow down during the next biennium.

The District boundaries are served by two counties, Washington and Ramsey. According to census
information from the Washington County website, the county continued to experience growth, increasing
8.9 percent since 2010. Washington County’s estimated population in 2018 was 259,201, making it the
fifth largest county in the state of Minnesota. According to the Metropolitan Council, as reported on the
county’s website, Washington County’s population is expected to continue to grow. By the year 2040, the
county’s population is projected to increase to 330,200.

According to census information from the Ramsey County website, it also has experienced growth, which
increased 8.2 percent since 2010. Ramsey County’s estimated population in 2018 was 550,210, making it
the second largest county in Minnesota. By the year 2040, the county’s population is projected to increase
to 595,220.

The District’s population has grown from 75,984 in 2010 to 79,394 in 2019. This represents more than a
4.5 percent increase.

Source data from the U.S. Census Bureau shows that the median household income in 2018 for
Washington County was $89,598 and Ramsey County $60,301, as compared to $65,699 for the state of
Minnesota. Source data from the U.S. Census Bureau shows that the per capita income in 2018 for
Washington County was $41,591 and for Ramsey County $32,544, while the state of Minnesota was
$34,712.

Source data from the 2018 U.S. Census Bureau, as reported on the counties website, shows that 4.2 percent
of Washington County’s and 14.0 percent of Ramsey County’s family population was below the federal
poverty level.

The state of Minnesota assumes major responsibility for funding public education. In the District,
approximately 20.6 percent of our General Fund revenues are generated locally from property taxes,
74.4 percent from state aids, 3.0 percent from federal aids, and miscellaneous income made up the
remaining 2.0 percent.
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Reliance on the state for the majority of its operating revenues places the District in the position of being
dependent on state-wide economic conditions that drive state tax collections. The 2018 Legislature has
provided some increase to the basic general education formula allowance and other categorical funding
for the 2018-2019 school year. However, the 2 percent formula allowance increase does not keep pace
with general inflation and the rising cost of providing quality education to all our students. The District
will continue to respond to this challenge by curtailing expenditures when possible and is committed to
engage staff and community members in future budget discussions and to consider other options for
increasing revenues and containing growth.

DISTRICT MISSION AND STRATEGIC PLAN

In spring 2016, the District convened a task force to develop a vision for education that will guide district
goals for the next five years. The task force included parents, staff, School Board members, and a variety
of leaders from the business, civic, and faith communities. Task force members had informational meetings
to establish a shared base of knowledge about district enrollment and demographics, school finance,
teaching and learning, community and partnerships, educational trends, and innovation. These
informational meetings, led by a facilitator, were followed by planning meetings where the task force
members developed mission outcomes for the District and four strategies for the future. The School Board
approved the plan in December 2016. A brief summary of the plan is listed below.

Mission Statement: We commit each day to develop and empower lifelong learners who thrive in diverse
communities.

Core Values: We believe that:

R/
0.0

Strong communities are inclusive and value diversity.

Trust and transparency are essential to healthy and enduring relationships.

Continuous learning and service to others are imperative to individual and community progress.
Individuals learn and thrive through connections in a safe, caring, and supportive environment.
Every individual has incredible potential and equal intrinsic value.

High expectations with appropriate supports result in growth.

School, family, and community partnerships enhance and support learning.

R/ K/
¢ 0’0

*

X3

*

X3

8

X3

8

X3

A

Strategies:

+» Strategy One —We will engage our internal and external community to help us achieve our mission
and mission outcomes.

+» Strategy Two — We will develop and enhance community partnerships that support our mission
and align with our core values.

+» Strategy Three — We will develop and enhance programs and practices that ensure engagement of
our diverse learners to achieve our mission outcomes.

«» Strategy Four — We will build competitive 622 E-12 pathways that prepare all students for
post-secondary.

LONG-TERM FINANCIAL PLANNING

The management of the District is responsible for establishing and maintaining internal controls designed
to ensure that the assets of the District are protected from theft, misuse, or losses and to ensure that adequate
accounting data is compiled to allow for the preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America and Minnesota Uniform Financial
Accounting and Reporting Standards.



The internal control system is designed to provide reasonable, but not absolute, assurance that these
objectives are met. The concept of reasonable assurance recognizes that: 1) the cost of a control should not
exceed the benefits likely to be derived, and 2) the valuation of the costs and benefits requires estimates
and judgments by management.

In addition, the District has also adopted the following policies to ensure compliance with legal provisions
embodied in the annual appropriated budget approved by the School Board:

«» Fund Balance Policy — Requires the District to maintain an undesignated fund balance of
8-10 percent of the expenditure budget.

% Budget Policy — Establishes a guideline for allocation of District resources.

«» Personnel Staffing Guidelines — Personnel costs represent over 80 percent of General Fund
expenditures. These guidelines, which set the staffing allocation for every allocated position in the
District, are updated each February by the administration and the School Board.

The District’s budget process is based, first, on development of a budget projection model that attempts to
project resources and expenses over a multiple year period. The budget projection is used by the School
Board and the administration to determine budget parameters and staffing guidelines. Second, the budget
adopted in June is based upon the personnel staffing guidelines approved by the School Board and
preparation of the nonpersonnel budget by school and department administrators, in accordance with School
Board-approved budget parameters. The School Board resolution adopting the budget in June also includes
a provision directing the administration to update the budget in January. This final budget reflects the
District’s actual enrollment count on December 31, the actual staff hired, and other dynamics such as
employee contract settlements.

The level of budgetary control is at the fund level. However, in the General Fund; operating, special
education, pupil transportation, capital expenditure, and quality compensation are maintained as separate
internal accounts for budgeting purposes. The District also maintains an encumbrance accounting system
as one method of maintaining budgetary control. Encumbered amounts lapse at year-end. However,
outstanding encumbrances generally are reappropriated as part of the following year’s budget.

As demonstrated by the statements and schedules included in the financial section of this report, the District
continues to meet its responsibility for sound financial management.

MAJOR INITIATIVES
Facilities Plan

The District updated its 10-year Long-Term Facilities Maintenance Plan to incorporate $60 million in
projects beginning in June 2018 through fiscal year 2019-2020. These projects include the renovation of
Castle Elementary for $23 million and the renovation of Richardson Elementary for $25 million, which will
complete Phase 1 in the Facilities Plan. These projects are being accomplished with non-voter approved
funding.

On May 14, 2019, District voters approved a building bond referendum for a total of $275 million. The
approved referendum provides the District with the opportunity to expand, remodel, and build new schools
in the District. These voter-approved dollars combined with long-term facilities maintenance bonds, will
fund Phase 2 through Phase 4 of the Facilities Plan.
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Phase 2 of the Facilities Plan began in the spring of 2019 and includes a $110 million renovation of Carver
Elementary and John Glenn Middle. The $115 million Phase 3 of the Facilities Plan begins in the fall of
2019, and includes the renovation of Skyview Middle and the construction of two new elementary schools.
Phase 4 of the Facilities Plan will include the renovation of both of the District’s high schools.

The Facilities Plan will emphasize and include the following points during construction.
Modify entrances at all schools to better control visitor access

Upgrade security equipment at all schools

Site improvements to improve pedestrian and traffic safety

Replacement of worn-out student furniture

Improvements to meet district standards for improved learning spaces

Other Initiatives

The District began an initiative to improve and reduce its energy consumption with planned changes in
behaviors, systems, and operations. During fiscal year 2018-2019, the District saw a financial impact of
$225,000 in cost avoidance.

The District adopted a comprehensive Strategic Plan for 2017-2022, developed by the School Board,
district staff, and various members in the community.

CERTIFICATE OF EXCELLENCE

This report will be submitted to the Association of School Business Officials (ASBO) International for
consideration for the Certificate of Excellence in Financial Reporting.

The District received the Certificate of Excellence in Financial Reporting from ASBO International for
excellence in the preparation and issuance of the District’s CAFR for the year ended June 30, 2018. It is
the first year the District has received the award, which was earned by fewer than 10 percent of all school
districts in the state.

ACKNOWLEDGMENTS

The preparation of this CAFR in a timely manner would not be possible without the assistance of the entire
Business Department staff. 1 would like to particularly thank our Finance Supervisor, Janet Doman,
Accounting Coordinator, Travis Byrne, Accounting Specialist, Jodi Schmidt, and Executive Administrative
Assistant, Jo McCabe.

I would also like to thank the members of the School Board and the administrative cabinet for their interest
and support in planning and conducting the financial operations of the District in a fiscally responsible and
progressive manner.

Respectfully submitted,

Randy Anderson
Director of Business
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INDEPENDENT SCHOOL DISTRICT NO. 622

School Board and Administration
as of June 30, 2019

SCHOOL BOARD

Position
Michelle Yener Chairperson
Nancy Livingston Vice Chairperson
Caleb Anderson Treasurer
Theresa Augé Clerk
Steve Hunt Director
Ben Jarman Director
Becky Neve Director
ADMINISTRATION
Christine Osorio Superintendent of Schools
Kim Cavallaro Assistant to Superintendent
Troy Miller Assistant Superintendent
Lisa Sayles-Adams Assistant Superintendent
Josh Anderson Director of Communications and Technology Innovation
Julie Coffey Director of Human Resources
Terri Johnson Director of Community Education
Randy Anderson Director of Business Services
Tricia St. Michaels Director of Student Services
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ASSOCIATION OF
SCHOOL BUSINESS OFFICIALS

INTERNATIONAL

The Certificate of Excellence in Financial Reporting
is presented to

North St. Paul - Maplewood -
Oakdale Schoaols, ISD 622

for its Comprehensive Annual Financial Report (CAFR)
for the Fiscal Year Ended June 30, 2018.

The CAFR meets the criteria established for
ASBO International’s Certificate of Excellence.

B 4Sh CERTIFICATE
1 EXCELLENCE

L . . IN FINANCIAL REPORTING
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Tom Wohlleber, CSRM David J. Lewis
President Executive Director
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