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Willmar Public Schools (ISD 347) — District Office
Dr. Jeff Holm — Superintendent

November 13, 2018

To: Citizens of Independent School District 347
Members of the Board of Education
Employees of the District

INTRODUCTION

The Comprehensive Annual Financial Report of Willmar Public Schools — Independent School District No. 347
(District) is submitted for the fiscal year (FY) ended June 30, 2018. The enclosed information is accurate in all
material respects and reported in a manner that fairly presents the District’'s financial position and results of
operations. The District Administration accepts full responsibility for the accuracy, completeness and fairness of
this presentation.

This report is prepared in conformance with United States Generally Accepted Accounting Principles (GAAP). This
report is also consistent with legal reporting requirements of the State of Minnesota. In addition to meeting legal
requirements, this report is intended to present a comprehensive summary of significant financial data to meet the
needs of citizens, taxpayers, employees, financial institutions, and the School Board.

Since the implementation of Governmental Accounting Standards Board (GASB) Statement No. 34, the readers of
this financial report will notice that the two main financial statements created by this standard, the Statement of Net
Position along with the Statement of Activities, do not contain numerous columns for various funds that have been
included in past governmental financial statements. These two statements consolidate much of the information
contained in fund-based financial statements of the past into two statements which help to answer the question: “Is
the District better or worse off financially than it was in the previous year?” A comparison of net position should
help the reader in answering that question. Also required as part of the “Required Supplementary Information” by
GASB Statement No. 34 is a “Management’s Discussion and Analysis” (MD&A) which allows the District to explain
in layman’s terms its financial position and results of operations of the past fiscal year.

REPORT FORMAT
The comprehensive annual financial report is presented in three sections.

Introductory Section — includes this letter of transmittal, an organizational chart, and a list of School Board
members and administrative personnel. The Introductory Section is not audited.

Financial Section — includes the independent auditor’s report, Management’s Discussion and Analysis (MD&A),
basic financial statements, notes to the financial statements, required supplementary information and
supplementary information.

Statistical Section — includes selected financial, demographic and economic information, generally presented on
a multi-year comparative basis. The Statistical Section is not audited.
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REPORTING ENTITY AND ITS SERVICES

Independent School District No. 347, also known as the Willmar Public Schools, is an instrumentality of the State
of Minnesota established to function as an educational institution. The District is an independent entity governed
by an elected seven member School Board. The School Board has the power and duty to set budgets, certify tax
levies, issue debt and perform other tasks necessary to the operation of the District. The District is subject to the
oversight of the Minnesota Department of Education. The District does not have any component units within its
boundaries as of June 30, 2018. Technical Academies of Minnesota (Dream Technical Academy) charter school
opened in the district in FY 2015. Charter Schools are independent public schools of choice for parents and
students. Charter schools are state funded but receive less per pupil funding than traditional public schools.
Charters may not levy property taxes and receive no funding from local property taxes.

The District, established in 1881, serves the communities of Blomkest, Kandiyohi, Pennock and Willmar. The
District is located in west-central Minnesota, approximately 100 miles west of the Minneapolis/St. Paul metropolitan
area. The District encompasses an area of approximately 149,294 acres in Kandiyohi County with an estimated
population of 25,570 citizens, including a population of 20,008 in Willmar. All school buildings are located in Willmar.
The District currently operates eight owned buildings with a total square footage of 956,389 square feet and an
average age of over 36 years, with the oldest building built in 1930.

The Willmar Public Schools enrollment for FY 2018 is 4,171 ADM’s (Average Daily Membership). The District
projects that enroliment will level off with just slight variations up or down from year to year. More detailed enroliment
information is included in the Financial Section in the MD&A.

The District provides a full range of public education services appropriate to our students in grade levels ranging
from pre-kindergarten through grade 12. These services include regular and enriched academic education, special
education and career/vocational education. Food service and transportation are provided as supporting programs.
The District’'s community education program includes Early Childhood and Family Education programs, Adult Basic
Education programs, School Readiness and a wide variety of classes for lifelong learning experiences for children
and adults.

ECONOMIC CONDITION AND OUTLOOK

The City of Willmar serves as a regional center for medical care, retail, trade, education and small industries. The
diversity of the economic base had provided stability. The community has seen some new businesses open during
the year including Cricket Wireless, Universal Kutz and a stand-alone Starbucks. Unfortunately, Book World and
The Good News Bookstore closed its doors. The unemployment rate has dropped to 2.6% in 2018 from 3.2% in
2017.

The City of Willmar was named an “All American City” in June 2005 by the National Civic League. Since 1949, only
20 Minnesota cities have received this significant honor. The City of Willmar opened a new aquatic splash pad at
Rice Park and continued to upgrade many other City parks.

With the exception of voter approved operating and bond referendums, the District is dependent on the State of
Minnesota for its revenue authority. Despite recent legislative funding increases, revenue increases are still not
sufficient to meet instructional program needs and increased costs due to inflation. As a result of these pressures,
the District has had to rely on a property tax referendum to support its educational programs. The voters approved
an operating referendum in 2008 that began in FY 2010. In November 2018, the voters renewed an expiring
operating referendum from 2011 and replaced it with a referendum of a lesser amount for ten years, which will
become available to the District in FY 2019. The school board exercised its right to renew the remainder of the
referendum for five years. The board-approved portion will be available starting in FY 2019. In 2015, the voters
approved a bond referendum that began in FY 2016 to build a new elementary school, add a science addition to
the Middle School, add an addition to the Senior High School, remodel most buildings and address many deferred
maintenance items.

In addition to passing the operating referendum, the School Board cut $1.8 million in expenditures from the FY 2002
Budget.  Additional budget cuts (primarily personnel) were enacted for FY 2006 ($800,000) and FY 2007
($771,000). The District carefully added approximately $800,000 in programming and services to positively impact
student learning during the FY 2008 school year. The budget was reduced $1,300,000 for FY 2009. Budget
reductions again occurred for the FY 2010 school year in the amount of $2.7 million and for FY 2011 in the amount
of $1.7 million. In FY 2012, the District only reduced positions that were previously funded by the American
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Recovery and Reinvestment Act. In addition, the District eliminated the Curriculum Director and added a Director
of Teaching and Learning. The District also added an Assistant Principal to be shared by the elementary schools.
In FY 2013, the District was awarded the School Improvement Grant for Kennedy Elementary School. The grant
allowed the District to add a Building Operations Manager, Continuous Improvement Specialist, Instructional/Data
Coaches in math and reading, Cultural Liaisons and provide staff development to staff. In FY 2014, the District
increased its English Learners (EL) staffing, hired a Coordinator of EL and Gifted and Talented Programs, an
Alternative Programs Director, a Communications Coordinator and other positions to support the initiatives of the
District. In FY 2015, the District was awarded a 21st Century Grant to provide unique before and after school
opportunities for students. In FY 2016, the District reduced $1,000,000 of expenditures mainly through attrition. In
FY 2017, the District reduced $1,680,560 of expenditures to balance the budget. In FY 2018, the District added
many positions around the District to accommodate the opening of Lakeland Elementary and to meet the needs of
the student body.

The District will continue to be proactive in its financial management by seeking all available sources of revenue,
responding to enroliment changes, controlling expenditures and seeking maximum efficiencies. Continued use of
state-of-the-art enrollment and long-range financial planning software, updated budgeting processes, and a
business office culture of continuous improvement will all continue contributing towards the quest for financial
stability into the future.

Recent legislative sessions yielded positive changes for FY 2018. The legislature increased the general fund basic
formula by $121 (2.0%) per pupil unit. The student achievement levy has begun phasing out and will be completely
eliminated in FY 2019. The operating capital levy equalizing factor will increase next year which will likely lower the
burden on taxpayers. Early Childhood funding continues to see increases. Voluntary Pre-Kindergarten (VPK)
funding began in FY 2017. The District qualified for the VPK funding and even qualified for additional VPK funding
for FY 2018. The District is keeping a laser-like focus on instructional improvement and student achievement gains.

MISSION STATEMENT
Inspiring and Preparing All Learners for Their Future in Our Community and the World
Vision 2020

Willmar Public School District 347 will be the District of Choice to learn and work where:
e | am inspired and valued,
e | am supported in a culture of respect, and
e | am engaged through partnerships between families, community and district.

Core Values

High Expectations — Committing to excellence and achievement
Respect — Working hard for self and being nice to others
Perseverance — Overcoming challenges and setbacks
Responsibility — Doing the right thing, in the right way
Relationships — Caring and connecting with others

Unity — Valuing our differences with shared goals and vision

Strategic Directions

Strengthening Family and Stakeholders Engagement
Aligning Academic Curriculum, Assessments and Delivery
Strengthening Instructional Design and Delivery
Strengthening School Climate and Relationships

Refining Our Systems to Better Meet Unique Student Needs
Managing Our Resources Responsibly and Innovatively

Tmoow>
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FINANCIAL AND BUDGETARY CONTROL

The District complies with the Uniform Financial Accounting and Reporting Standards (UFARS) for Minnesota
schools. UFARS, established in 1976, dictates a modified accrual basis of accounting. An audited annual financial
report is required to be provided to the Minnesota Department of Education by December 31, subsequent to the
year end on June 30.

The District has established and maintained internal controls designed to ensure that the assets of the District are
protected from theft, misuse or losses. These controls are also designed to ensure that adequate accounting data
are compiled to allow for the preparation of financial statements in conformity with GAAP and Minnesota UFARS.
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.

Minnesota school finance law requires that the budget fiscal year begin July 1 and end June 30. The District
develops a General Fund Budget, Food Service Fund Budget, Community Service Fund Budget, Building
Construction Fund Budget, Debt Service Fund Budget and other necessary budgets on an annual basis.

The budget process is comprised of five phases — planning, preparation, adoption, implementation, and evaluation.
Planning and preparation for the FY 2018 budget began in December of 2016 with approval of the budget
development plan and analysis of the student enrollment trend. The current enroliment status provided the data to
update allocations for site non-payroll budgets. Expenditure estimates were updated both on a site basis and
District-wide in the spring. An enroliment projection was developed in early April and provided the key data for the
budget’'s revenue projection. The FY 2018 budget was adopted in June of 2017 and implemented on July 1, 2017.
The District normally completes a budget revision during the fiscal year in the spring.

The legal budgetary control is at the fund level, however, in order to accurately track and report financial activities
with a focus on site responsibility, approximately 12,076 account codes have been defined in the District's chart of
accounts.

The District’s budget and financial management practices are evidenced by the following District policies which
have a significant impact on the current period’s financial statements:

Fund Balance Policy #714 and #740: Requires the District to strive for a minimum General Fund unassigned
fund balance of 6% of the annual operating budget. When the unassigned fund balance is equal to or less
than 6% of the expenditure budget, the administration shall alert the School Board and propose alternative
measures such as, seeking additional funds through a referendum and/or reducing expenditures by
curtailing program services. This policy also includes guidance related to GASB 54 which changed the
classifications and parameters of fund balances. The fund balance categories are assigned, committed,
nonspendable, restricted and unassigned.

Budgeting Policy #701 and #701.1: Requires the District to comply with the budget process as explained
above.

MAJOR INITIATIVES

Fiscal and Operational Integrity

The District is committed to maintaining the General Fund according to Board Fund Balance Policy. The Willmar
Public Schools is also committed to implementing and maintaining systems that ensure financial stability and
operational efficiency.

Due to the combined effort of the Community, School Board, staff and students, the District's General Fund has
remained at a reasonable and responsible level.

(10)



A sophisticated long-range financial planning model, a detailed enrollment projection model, enhanced
communication, consistently improved financial accuracy and compliance, and improved budgeting and accounting
processes all have played a role in the District’s financial stability.

The District encourages constituents to look closely at the financial performance and management. The District
welcomes the opportunity to be fully accountable to the School Board, Staff and Community.

Maijor fiscal and operational initiatives from FY 2018 include:

o The District received grant funds to implement a Talking is Teaching program. The funds were mainly
used to reach preschool children and their families.

¢ Additional Voluntary Pre-Kindergarten (VPK) funding was approved. VPK funds are used to provide
preschool to 4 year olds at no cost to the family.

e One National Financial Award was received in 2018 — See the Financial Award section on page 14 for
more information.

o District received Minnesota Department of Education School Finance Award. The School Finance
Award is awarded annually to recognize schools for meeting statutory deadlines for submission of audited
fiscal financial data and reporting criteria.

e Construction completed and in progress. The voters approved a bond referendum to construct a new
elementary building, add science classrooms to the Middle School, add an athletic addition to the Senior
High, remodel existing buildings and complete some deferred maintenance projects. The Middle School
addition was completed in FY 2017 along with a few deferred maintenance projects. The Senior High
athletic addition opened in the fall of 2017. The Lakeland Elementary School opened in January 2018.
Remodeling and the remainder of deferred maintenance projects are expected to be completed in FY 2020.

Student Achievement

The District’'s mission is “Inspiring and Preparing All Learners for Their Future in Our Community and the
World.” That mission is met with a laser-like focus at all levels of the Willmar Public Schools.

In order to have our mission become a reality, academic standards of the Willmar Public Schools are high. We use
the Minnesota state standards in Mathematics, English Language Arts, Social Studies, Science and Art as the core
of our curriculum. We use national or international standards in Business, Industrial Technology, Agriculture, World
Languages, Health, Physical Education and Music.

Teaching our students to become contributing members of our society is also a high priority. Students, teachers
and support staff participate in many community-building initiatives, such as service clubs and volunteer
activities. Character education is an integrated and important part of the education of all students.

Data-based problem-solving and decision-making is used to guide the K-8 Multi-Tiered Systems of Support to
integrate intervention and instruction that is delivered to students in varying intensities based on student need.
There are daily blocks of time dedicated to providing interventions for all children whether they are below, at, or
above grade level. The focus for the interventions remains on reading, math, and behavior supports. The District
is making a focused effort to ensure that staff is provided with the necessary support for employing effective
instructional practices by participating in professional learning communities where staff examine student work and
then make instructional changes in order to support all of our learners. With these changes, it has been critical for
the District to reach all families in the community to ensure all stakeholders are working together with one common
goal to increase student learning. Our cultural liaisons have utilized their time to serve as a community outreach,
which has the goals of improved communication as well as academic achievement.
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Student Achievement Programs & Improvements:

e Teachers engage in ongoing Professional Learning Communities (PLCs), working collaboratively to reflect
and improve instruction by learning how to become more effective in the classroom to improve student
learning.

e Teachers and Leaders work together to align our community preschool programs with District initiatives.

e District's Strategic Plan is maintained and updated to address the goals and objectives for the District as
well as each site.

o Staff development is aligned with the District’s Strategic Plan and focused on evidence-based instructional
strategies that drive instruction and student learning.

Instructional coaches in grades K-12 provide ongoing job-embedded professional development to staff.
Curriculum is reviewed for rigor and relevance keeping a focus on what the students need to learn in order
to be successful at the next grade level.

e Achievement and Integration funds are utilized to increase math support in grades K-12 in order to better
prepare students for success in higher-level math classes.

e Preschool programming for four-year olds was moved from a self-contained structure existing in a separate
building to having classes available in each of our three elementary buildings. This created more space to
enable us to expand program offerings to include more children. Having the four-year olds in the elementary
buildings will provide a more cohesive and consistent environment for our students as they will be able to
attend the same school Pre-K through 5" grade. Staff are also better able to collaborate across grade
levels for vertical alignment
Title | Model was revisited and revised to reflect current research on best practices
Universal Screening and intervention blocks in grades K-8 accelerate and increase student achievement.

e The AVID (Advancement via Individual Determination) System is in its second year of school wide
implementation at the ALC (Area Learning Center). It is a college and career readiness approach that
focuses on equity, teacher effectiveness, leadership and student learning.

e Mandarin Chinese language class at the Senior High School will be continued in FY 2019.

Project Lead the Way will be continued to be offered during the 2018-19 school year. Staff continues to be
trained in this pre-engineering course of study.

e Targeted Services summer and after-school programming is provided for students needing academic and
social development. Enrollment in the program continues to be very strong.

e Gifted and Talented Education dollars are used for enrichment activities at the building level. This allows
the District to provide additional opportunities for students needing acceleration and enrichments.

e Volunteers, foundations, and the Parent-Teacher-Student-Association’s willingness to bring value added
opportunities to students via curriculum enhancements, student life enhancements, and hundreds of hours
of assistance in the classroom.

CASH MANAGEMENT

Temporary cash balances during the year are invested in various securities per the District Investment Policy and
statute. The District uses a twelve month cash flow projection, updated monthly, to guide investment terms. The
District’s investment policy is structured to minimize risk while maintaining a competitive yield. Accordingly, deposits
are either insured by federal depository insurance or collateralized in compliance with Minnesota Statutes.

DEBT ADMINISTRATION

As of June 30, 2018, the District had net bonded debt (including bond premiums) of $49,419,035, well below the
legal limit of $324,955,909, or fifteen percent of the actual value of all taxable property in the District. Outstanding
bonds are reviewed on a continuous basis by the District and its bond consultant to determine if refunding is feasible.
The District’s bond rating is at the Aa3 level.

RISK MANAGEMENT

The District maintains a comprehensive risk management program that includes a property/casualty insurance
program specifically designed to meet school district needs. Other key aspects of the risk management program
include a health & safety consultation arrangement, an active health & safety committee, annual safety inspections
and periodic review of policies to assure regulatory compliance and adherence to legal constructs.
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INDEPENDENT AUDIT

District policy and state statutes require an annual financial audit by independent certified public accountants. The
District engaged Conway, Deuth & Schmiesing, PLLP to conduct the annual audit. The District also engaged
Conway, Deuth & Schmiesing, PLLP to perform the audit of its federal programs in accordance with Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). The District's federal programs are discussed in a report
separate from the comprehensive annual financial report.

FINANCIAL AWARD

The Association of School Business Officials (ASBO) International awarded the Certificate of Excellence in Financial
Reporting to the District for its Comprehensive Annual Financial Report for the fiscal year ended June 30, 2017.
This is the thirteenth year in a row the District received this award. Achieving recognition by this program provides
a clear indication of the District’s high standards for financial reporting and financial stewardship. It is the belief that
this current report conforms to the Certificate of Excellence program requirements. This report will be submitted to
ASBO to determine its eligibility for the certificate.

ACKNOWLEDGEMENTS

Preparation of this report could not have been accomplished without the efficient and dedicated services of the
Business Office staff. We very much appreciate the hard work and expertise from our auditors, Conway, Deuth &
Schmiesing, PLLP. Their work has been instrumental in the preparation of this document. Finally, thanks also to
Mark Thompson, Kandiyohi County Auditor/Treasurer and his staff for their assistance with this report.

We would like to express our appreciation to the School Board for the interest and support in planning and
conducting the financial operations of the District in a responsible and progressive manner.

Sincerely,
\\
%f V- T k%»ﬁ
-
Dr. Jeffrey Holm Pam Harrington
Superintendent Director of Business and Finance
611 5" St. SW Serving the Communities of Blomkest, Kandiyohi, Pennock & Willmar

Willmar, MN 56201
(P) 320-231-8500
(F) 320-231-8504
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ASSOCIATION OF
SCHOOL BUSINESS OFFICIALS
INTERNATIONAL

The Certificate of Excellence in Financial Reporting
is presented to

Willmar Public Schools ISD #347

for its Comprehensive Annual Financial Report (CAFR)
for the Fiscal Year Ended June 30, 2017.

The CAFR has been reviewed and met or exceeded
ASBO International’s Certificate of Excellence standards.

-%'5 CERTIFICATE
EXCELLENCE

| . . IN FINANCIAL REPORTING

Charles E. Peterson, Jr., SFO, RSBA, MBA John D. Musso, CAE
President Executive Director
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CDS

CERTIFIED PUBLIC ACCOUNTANTS
& CONSULTANTS

INDEPENDENT AUDITOR'S REPORT

To The Board of Education
Independent School District #347
Willmar, 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 #347, Willmar, Minnesota, as of and for the year
ended June 30, 2018, 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 of America; 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 of America 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.

(16)
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INDEPENDENT SCHOOL DISTRICT #347

MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

This section of Willmar Public Schools — Independent School District No. 347’s (District) annual financial report
presents management’s discussion of the District’s financial performance during the fiscal year (FY) ending June
30, 2018. Please read it in conjunction with the District’s financial statements, which follow this section.

The Management’s Discussion and Analysis (MD&A) is an element of a reporting model required by the
Governmental Accounting Standard 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 reporting requirements that include financial statements, expanded disclosure, and
supplemental information, including the MD&A (this section).

FINANCIAL REVIEW
Key financial items for the 2017-2018 fiscal year include the following:

e The General Fund unassigned fund balance exceeded the School Board’s fund balance minimum of 6% of
expenditures with a fund balance of $12,316,090, equivalent to 23.39% of expenditures. The fund balance
was slightly lower than the revised budget estimate of $12,349,029 or 23.07% of budgeted expenditures.

e Net Position decreased 191.98% from the prior year mainly due to a decrease to net pension liabilities and
deferred outflows of resources related to pension and an increase of deferred inflows of resources related
to pensions.

e The combined Governmental Funds fund balance decreased by 31.97%, or $13,617,655 mainly due to the
ongoing project and completion of construction and deferred maintenance projects.

e The overall net decrease to the District’s long-term liabilities was $2,092,693, or 3.86% mainly due to the
reduction in bonds payable as bond principal payments occur each year.

e Enroliment increased by 37 ADM’s (Average Daily Membership) in FY 2018. The District expects
enroliment to increase and decrease slightly each year as enrollment remains fairly level. The average
increase over the past 5 years was 10 students.

e The District’'s comprehensive annual financial report for the year ended June 30, 2017 was awarded the

Certificate of Excellence in Financial Reporting from the Association of School Business Officials
International (ASBO).
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INDEPENDENT SCHOOL DISTRICT #347

MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial section of the annual report consists of three parts. They are:

* Independent Auditor’'s Report,

¢ Required Supplementary Information, which includes the Management’s Discussion and Analysis (this
section), and

e Basic Financial Statements

The basic financial statements include two kinds of statements that present different views of the District:

¢ The government-wide financial statements, including the Statement of Net Position and the Statement
of Activities, provide both short-term and long-term information about the District’s overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the District,
reporting the District’'s operations in more detail than the government-wide statements. The District
maintains three groups of fund financial statements. They are:

o 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.

o Proprietary funds statements offer short and long-term financial information about the activities
the District operates like businesses.

o 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 data
that are more detailed.

Government-wide Statements

The government-wide statements (Statement of Net Position and Statement of Activities) report information about
the District as a whole using accounting methods similar to those used by private sector companies. The Statement
of Net Position includes all of the District’s assets, deferred outflows of resources, liabilities and deferred inflows of
resources. 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 government-wide statements report the District’'s net position and how it has changed. Net position — the
difference between the District’'s assets and deferred outflows of resources and liabilities and deferred inflows of
resources — is one way to measure the District’s financial health or position.

e Over time, increases or decreases in the District’'s net position are an indicator of whether its financial
position is improving or deteriorating, respectively.

e To assess the overall health of the District, one needs to consider additional non-financial factors such as
changes in the District’'s property tax base and the condition of school buildings and other facilities.

In the government-wide financial statements the District’s activities are shown in one category titled Governmental
Activities:

e Governmental Activities — The District’'s basic services are reported here, including regular and special
education, transportation, administration, food service, and community education. Property taxes and state
aids finance most of these activities.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Fund Financial Statements

The fund financial statements provide more detailed information about the District's funds — focusing on its most
significant or “major” funds — rather than the District as a whole.

Funds are accounting devices the District uses 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, such as a
scholarship fund to manage scholarship money.

The District has three kinds of funds:

e Governmental funds — 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 government-wide statements,
additional information (reconciliation schedules) is provided following the governmental funds statements
that explains the relationship (or differences) between these two types of financial statement
presentations.

e Proprietary funds — Services for which the District charges a fee are generally reported in proprietary
funds. Proprietary funds are reported in the same way as the government-wide statements. The District's
sole proprietary fund is an internal service fund.

o The District uses internal service funds to report activities that provide supplies and services for the
District’s other programs and activities. The District currently has one internal service fund for the
dental self-insurance program.

e Fiduciary funds — The District is a trustee, or fiduciary, for assets that belong to others, such as the Private-
Purpose Trust Fund and Agency Fund. The Private-Purpose Trust fund accounts for scholarship gifts and
bequests. The Agency Fund accounts for funds used by a collaboration of districts for Achievement and
Integration. The District is responsible for ensuring that the assets reported in these funds are used only
for their intended purposes and by those to whom the assets belong. The District’s fiduciary activities are
reported in a separate Statement of Fiduciary Net Position and Statement of Changes in Fiduciary Net
Position. These activities are excluded from the government-wide financial statements because the District
cannot use these assets to finance its operations.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Net Position. As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. The District's combined net position was $(18,045,424) on June 30, 2018. This was a decrease of
191.98% from the previous year (see Table A-1 below).

Table A1
The District's Net Position

Governmental Activities Percentage
2018 2017 Change
Current and Other Assets $ 45,472,197 $ 58,231,059 -21.91%
Capital Assets 65,994,036 53,121,377 24.23%
Total Assets 111,466,233 111,352,436 0.10%
Total Deferred Outflows of Resources $ 49,212,638  $65,890,033 -25.31%
Current and Short-Term Liabilities $ 9,171,247 $ 7,707,894 18.99%
Long-Term Liabilities 145,941,859 164,907,750 -11.50%
Total Liabilities 155,113,106 172,615,644 -10.14%
Total Deferred Inflows of Resources $ 23,611,189 $10,807,203 118.48%
Net Position
Net Investment in Capital Assets $ 28,651,600 $28,751,118 -0.35%
Restricted 2,973,591 2,169,766 37.05%
Unrestricted (49,670,615) (37,101,262) -33.88%
Total Net Position $(18,045,424) $ (6,180,378) -191.98%

The largest portion of the District’'s net position, $28,651,600, reflects its investment in capital assets (e.g., land,
buildings and improvements, furniture, and equipment net of accumulated depreciation); less any related
outstanding debt (such as general obligation bonds) used to acquire those assets. The District uses these capital
assets to provide services to students; consequently, these assets are not available for future spending. Although
the District’s investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources since the capital assets themselves cannot be used
to liquidate these liabilities. Unrestricted net position is primarily the District’'s unassigned fund balance offset by
the liability for future severance and health benefits which is not fully funded. The reason for this significant change
is mainly due to a significant decrease in the District’s Deferred Outflows of Resources related to pensions which is
larger than the net increase/decrease in the District's Net Pension Liability and Deferred Inflows of Resources
related to pensions. Furthermore, the District implemented GASB 75. The effects of this Statement significantly
increase the District’'s Total OPEB Liability. Refer to Note 9 of the financial statements for additional information.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE (CONTINUED)
A summary of the revenues and expenses for the last two fiscal years is presented in Table A-2 below.

Table A-2
Change in Net Position

Governmental Activities for

the fiscal year ended June 30, Percentage
2018 2017 Change
Revenues
Program Revenues
Charges for Services $ 2976,853 $§ 3,058,749 -2.68%
Operating Grants and Contributions 23,404,274 23,538,909 -0.57%
Capital Grants and Contributions 1,365,285 1,052,483 29.72%
General Revenues
Property Taxes 8,757,830 7,826,307 11.90%
Unrestricted State Aid 29,005,027 29,498,624 -1.67%
Investment Earnings 399,397 447,503 -10.75%
Gain on Sale of Assets 48,507 100.00%
Other 25,775 -100.00%
Total Revenues 65,957,173 65,448,350 0.78%
Expenses
Administration 2,932,535 2,560,073 14.55%
District Support Services 1,817,512 1,800,770 0.93%
Regular Instruction 32,188,765 33,508,290 -3.94%
Vocational Education Instruction 1,075,640 1,085,165 -0.88%
Special Education Instruction 11,285,339 11,978,430 -5.79%
Instructional Support Services 4,170,077 3,497,150 19.24%
Pupil Support Services 4,834,529 4,569,983 5.79%
Sites and Buildings 9,022,956 5,395,060 67.24%
Fiscal and Other Fixed Costs Programs 179,586 157,159 14.27%
Food Service 3,409,138 3,067,268 11.15%
Community Service 3,676,034 3,629,063 1.29%
Interest and Fiscal Charges on Long-Term Liabilities 1,512,414 1,543,310 -2.00%
Total Expenses 76,104,525 72,791,721 4.55%
Change in Net Position (10,147,352) (7,343,371) -38.18%
Beginning Net Position, as Originally Stated (6,180,378) 1,162,993
Prior Period Adjustment (1,717,694)
Beginning Net Position, as Restated (7,898,072) 1,162,993 -779.12%
Ending Net Position $ (18,045,424) $ (6,180,378) -191.98%
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YEAR ENDED JUNE 30, 2018

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE (CONTINUED)

Changes in Net Position. The District’s total revenues were $65,957,173 for the year ended June 30, 2018. This
is a 0.78% increase from the prior year’s revenues.

Unrestricted state aid along with local property taxes accounted for 57.3% of the total revenue for the year (see
Figure A-1 below). Another 42.1% came from restricted state, federal and local program revenues with a negligible
amount from earnings on investments and other.

Figure A-1 Sources of District's Revenues for Fiscal

Year 2018
Property .
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Taxes, 13.3% Capital Grants,
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The District’s total expenditures for programs and services were $76,104,525 for the year ended June 30, 2018.
This is a 4.55% increase from the prior year's expenses. The District’'s expenses are predominantly related to
student education (72.7%). (See Figure A-2). The purely administrative activities of the District accounted for just
3.9% of total costs. Total expenses surpassed revenues, decreasing net position $10,147,352 from last year.

Figure A-2 District Expenses for Fiscal Year 2018
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Support Food and
Services Community
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YEAR ENDED JUNE 30, 2018

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE (CONTINUED)

The net cost of all governmental activities is their total costs less program revenues applicable to each category.
The total cost of all governmental activities for this year was $76,104,525. Table A-3 presents the costs of twelve
major District activities such as instruction, food service and others. The table also shows each activity’s net cost
(total cost less fees generated by the activities and intergovernmental aid provided for specific programs).

e The users of the District’s programs paid for 3.91%, or $2,976,853 of the costs.

e The federal and state governments subsidized certain programs with grants and contributions. This

totaled $24,769,559, or 32.55% of the total costs for 2017-2018.

e The remainder of the District’s costs ($48,358,113), however, were paid for by: 1) state taxpayers based
on the statewide education aid formula, 2) by District taxpayers, and 3) by investment earnings.

Table A-3
Change in Net Position

Total Cost of Services Percentage Net Cost of Services Percentage
2018 2017 Change 2018 2017 Change

Administration $ 2,932,535 $ 2,560,073 14.55% $ 2,932,535 $ 2,560,073 14.55%
District Support Services 1,817,512 1,800,770 0.93% 1,694,228 1,632,403 3.79%
Regular Instruction 32,188,765 33,508,290 -3.94% 20,237,275 22,017,286 -8.08%
Vocational Education Instruction 1,075,640 1,085,165 -0.88% 1,001,984 1,012,811 -1.07%
Special Education Instruction 11,285,339 11,978,430 -5.79% 4,296,751 4,559,806 -5.77%
Instructional Support Services 4,170,077 3,497,150 19.24% 2,958,262 2,365,926 25.04%
Pupil Support Services 4,834,529 4,569,983 5.79% 4,722,572 4,475,957 5.51%
Sites and Buildings 9,022,956 5,395,060 67.24% 7,624,135 4,286,044 77.88%
Fiscal and Other Fixed Costs Programs 179,586 157,159 14.27% 179,586 157,159 14.27%
Food Service 3,409,138 3,067,268 11.15% 136,270 (235,350) -157.90%
Community Service 3,676,034 3,629,063 1.29% 1,062,101 766,155 38.63%
Interest and Fiscal Charges on Long-Term Liabilities 1,512,414 1,543,310 -2.00% 1,512,414 1,543,310 -2.00%
Total $76,104,525 $72,791,721 455% $48,358,113  $45,141,580 7.13%
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FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

The financial performance of the District as a whole is reflected in its governmental funds. At the end of the 2017-
2018 fiscal year, the District’'s governmental funds reported a combined fund balance of $28,972,338, a 31.97%
decrease from last year’s ending fund balance of $42,589,993 due to payment out of the building construction fund

for the progress and completion of construction projects.

Revenues for the District’'s governmental funds totaled $65,900,896 while total expenditures were $79,567,058. As
a result, the District completed the year with an excess of expenditures over revenues and other financing sources
of $13,617,655. Discussion about each governmental fund follows. A summary of the revenues and expenditures

reported on the governmental fund financial statements for the past two years appears in Table A-4 below:

Table A-4

Revenues and Expenditures - Governmental Funds

2018
Other Fund Balance
Financing Increase

Revenues Expenditures Sources(Uses) (Decrease)

General Fund $55,705250 $ 52,646,695 $ 47,317 $ 3,105,872
Food Service Fund 3,282,262 3,545,365 1,190 (261,913)
Community Service Fund 3,037,515 3,204,209 (166,694)
Building Construction 232,608 16,706,099 (16,473,491)
Debt Service Fund 3,643,261 3,464,690 178,571
Totals $65,900,896 $ 79,567,058 $ 48,507  $(13,617,655)

2017
Other Fund Balance
Financing Increase

Revenues Expenditures Sources(Uses) (Decrease)

General Fund $54,747129  $ 51,048,419 § $ 3,698,710
Food Service Fund 3,305,427 3,106,942 198,485
Community Service Fund 3,368,140 3,072,895 295,245
Building Construction 402,111 22,867,710 (22,465,599)
Debt Service Fund 3,622,372 3,816,532 (194,160)
Totals $65445,179  § 83912498  $ 0 $(18,467,319)
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GENERAL FUND

The General Fund is used by the District to record the primary operations of providing educational services to
students from pre-kindergarten through grade 12. Pupil transportation activities and capital and major maintenance
projects are also included in the General Fund.

Enroliment. Funding for Minnesota school districts is largely driven by enrollment. The District had fairly stable
enroliment over the last few years with small increases in enrollment from year to year as seen in Figure A-3 below.
The District expects enrollment to increase and decrease slightly each year as enrolliment remains fairly level.

Figure A-3 Students (Average Daily Membership)
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In general, the District has been experiencing steady enrollment. However, the District faces typical enroliment
challenges from open enroliment options, dropouts and competition from local private schools, public charter school
and home schooling options.

Looking into the near future, demographic trends continue to point to a continued level or a very slightly increased

enrollment trend. The grade level sizes are evening out. However, the leveling out will include slight increases or
decreases to enrollment each year.
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GENERAL FUND (CONTINUED)
The following table presents a summary of General Fund revenues:

Table A-5
General Fund Revenues

Year Ended June 30, Amount Percentage
Sources 2018 2017 Difference Change

Local Sources
Property Taxes $ 4737559 $ 3,781,834 $ 955725 25.27%
Interest Earnings 135,975 38,096 97,879 256.93%
Other 1,874,680 2,050,516 (175,836) -8.58%
State Sources 46,527,411 46,460,848 66,563 0.14%
Federal Sources 2,429,625 2,415,835 13,790 0.57%
Total General Fund Revenues $55,705250 $54,747,129 $§ 958,121 1.75%

Total General Fund revenue increased $958,121, or 1.75%, from the previous year. The increase to property taxes
is due to Health & Safety and Deferred Maintenance funding being rolled into Long-Term Facility Maintenance
(LTFM) funding which is being phased in over three years. This is year two of the phase in period. In addition,
there was a large Health & Safety adjustment related to a Middle School sprinkler project that was funded partially
under the old Health & Safety and under the new LTFM funding. Interest earnings increased as interest rates are
beginning to bounce back. Other local sources decreased mainly due to a large donation for Senior High media
center updates in the prior year. Basic general education revenue is determined by the state per student funding
formula. State aid increased as a result of increased enroliment and increases to funding formulas. Federal sources
increased slightly.

The following table presents a summary of General Fund expenditures:

Table A-6
General Fund Expenditures

Year Ended June 30, Amount Percentage
Expenditures 2018 2017 Difference Change

Salaries $30,802,517 $29,437,963 $ 1,364,554 4.64%
Employee Benefits 9,754,981 9,292,194 462,787 4.98%
Purchased Services 7,700,329 6,952,485 747,844 10.76%
Supplies and Materials 2,598,037 2,192,027 406,010 18.52%
Capital Expenditures 1,406,352 1,667,398 (261,046) -15.66%
Other Expenditures 384,479 1,506,352 (1,121,873) -74.48%
Total General Fund Expenditures $52,646,695 $51,048419 $ 1,598,276 3.13%
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GENERAL FUND (CONTINUED)
Total General Fund expenditures increased $1,598,276 or 3.13% from the previous year.

Salaries increased primarily due to salary increases for 2017-18. Employee Benefits are driven mainly by increases
to health insurance and employee benefit choices.

Combined non-payroll expenditures (Purchased Services, Supplies and Materials, Capital Expenditures, and Other
Expenditures) decreased $229,065. The District was required to record additional pension expense related to
support it received from the State of Minnesota for the TRA special funding situation per GASB 68. The amount
recorded was much lower this year. The District does not actually pay this expense and there is an offsetting
revenue recorded so the net impact to fund balance is zero.

In summary, 2017-2018 General Fund revenues were more than General Fund expenditures by $3,105,872. As a
result, the total fund balance is $16,581,221 at June 30, 2018. After deducting statutory reserves, committed
constraints, assigned and nonspendable items, the unassigned fund balance increased from $10,221,290 on June
30, 2017 to $12,316,090 on June 30, 2018.

Figure A-4, below, depicts the General Fund unassigned fund balance as a percentage of expenditures for fiscal
years 2014 — 2018:

Figure A-4 General Fund Unassigned Fund Balance as a
Percentage of Expenditures
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The graph above describing the District's unassigned fund balance trend, offers the single best measure of the
District’s overall financial health. The unassigned fund balance of $12,316,090 on June 30, 2018 represents
23.39% of annual expenditures.

The District closely monitors the General Fund unassigned fund balance through use of a detailed financial planning
model, initiating necessary budget revisions during the year and with monthly budget analysis. The School Board
has adopted a formal fund balance policy to maintain a minimum 6 percent (as a percentage of expenditures) fund
balance in the General Fund unassigned fund.
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GENERAL FUND (CONTINUED)
General Fund Budgetary Highlights

The District is required to adopt an operating budget prior to the beginning of its fiscal year (July 1). Over the course
of the year, the District revised the annual operating budget once. The budget amendment usually falls into two
categories:

e Implementing budgets for specially funded projects, which may include grants, adjusting staffing and
various instructional building allocations based on enrollment, and budgeting for certain unspent funds that
are required to be carried over from fiscal year 2017.

e Changes in appropriations for significant unbudgeted costs.

o While the District’s final budget for the General Fund anticipated that revenues and other financing uses
would be greater than expenditures by $1,798,719, the actual results for the year show that revenues and
other financing uses were greater than expenditures by $3,105,872. Actual adjusted pupil units (APU),
which drives general basic aid, was 54.83 APU or 1.21% higher than budgeted. Extended time revenue is
generated based on extended time APU. Actual extended time APU was 17.44 APU higher than budgeted.
Revenue for third party billing services was also higher this year. Expenditures were lower than expected
as the timing of boiler installation work in three buildings mainly occurred after the close of the fiscal year.
There is offsetting revenue and expenditure that is fund balance neutral but makes both revenues and
expenditures look larger. GASB 68 requires the District to record revenue for a TRA special funding
situation and pension expense for the same situation. The District neither received nor paid money related
to this situation.

FOOD SERVICE FUND

The Food Service Fund revenue and other financing uses for 2017-2018 totaled $3,283,452 and expenditures were
$3,545,365, resulting in a fund balance decrease of $261,913. The June 30, 2018 Food Service Fund fund balance
is $1,109,257.

The Food Service Fund is anticipating the fund balance to decline as the kitchen remodel projects continue.

COMMUNITY SERVICE FUND

In 2017-2018, total revenues for the Community Service Fund were $3,037,515 and total expenditures were
$3,204,209 resulting in a fund balance decrease of $166,694. The Community Service fund balance as of June 30,
2018 is $901,538. Community Service continues to monitor the fund balance and make adjustments that allow for
the optimal level of programming for the District.

BUILDING CONSTRUCTION FUND

The District passed a bond referendum in May 2015 for the construction of a new elementary school, an addition
on the Middle School, an addition to the Senior High, remodeling projects and deferred maintenance work. The
District received the bond proceeds in August 2015. The Building Construction fund balance as of June 30, 2018
is $10,018,710.

DEBT SERVICE FUND

Revenues and expenditures for the District’s Debt Service Fund are tied directly to the District's bond principal and
interest payment schedule. The Debt Service Fund revenues exceeded expenditures by $178,571in 2017-18. The
Debt Service fund balance as of June 30, 2018 is $361,612. This fund balance is only available for meeting future
debt service obligations.
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CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At the end of 2018, the District had net capital assets of $65,994,036 representing a broad range of capital assets,
including school buildings, computer and audio-visual equipment, and other equipment for various instructional
programs (see Table A-7 below). Total depreciation expense for the year was $1,850,151. Detailed information
about capital assets is in Note 5 to the financial statements.

Table A-7
The District's Capital Assets

Year Ended June 30, Percentage

Assets 2018 2017 Change
Capital Assets Not Being Depreciated $ 1,747,496 $ 20,514,651 -91.48%
Land Improvements 4,482,597 4,312,962 3.93%
Buildings and Improvements 85,180,258 53,137,527 60.30%
Equipment 7,448,301 6,173,209 20.66%
Less: Accumulated Depreciation (32,864,616) (31,016,972) 5.96%
Total Net Capital Assets $65,994,036  $53,121,377 24.23%

Construction Plans

The District passed a bond referendum in May 2015 for the construction of a new elementary school, an addition
on the Middle School, an addition to the Senior High, remodeling projects and deferred maintenance work. The
District received the bond proceeds in August 2015. In FY 2017, the Middle School science addition and enclosure
of the courtyard was completed. In FY 2018, the Senior High addition and Lakeland Elementary were completed.
Deferred maintenance projects including electrical switch gear replacement at Kennedy Elementary, reroofing the
Senior High, Roosevelt Elementary and Kennedy Elementary began in FY 2017 and were completed in FY 2018.
Kennedy windows and door replacement was started in FY 2018.

Long-term Liabilities

At year-end, the District had $49,419,036 in general obligation bonds outstanding including bond premium. The
District also has $2,773,293 in compensated absences payable at June 30, 2018. Compensated absences payable
consists of unused vacation at June 30, 2018 and other compensated absences paid at retirement for certain
employees based on the employment contract. In the past, vacation expense has been paid by the General, Food
Service, and the Community Service Funds. Overall, the District’s outstanding long-term liabilities decreased by
3.86% in fiscal year 2018. Detailed information about the District’s long-term liabilities is presented in Note 6 to the
financial statements.
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Table A-8
The District's Long-Term Liabilities

Beginning Ending Due Within

Long-Term Liabilities Balance Additions Reductions Balance One Year
Bonds Payable $50,210,000 $ $ 1,875,000 $48,335,000 $ 1,910,000
Bond Premium 1,145,687 61,651 1,084,036 61,651
Compensated Absences Payable 2,929,335 975,322 1,131,364 2,773,293 407,305
Total $54,285,022 § 975322 § 3,068,015 $52,192,329 $ 2,378,956

FACTORS BEARING ON THE DISTRICT’S FUTURE
With the exception of a voter-approved operating referendum, the District is dependent on the State of Minnesota
for its revenue authority.

There is a $121 (2.0%) increase to the general fund basic formula. The student achievement levy is being phased
out and will be completely eliminated in FY 2019. The operating capital levy equalizing factor will increase next
year which will likely lower the burden on taxpayers. Early Childhood funding continues to see increases. Voluntary
Pre-K (VPK) funding began in FY 2017. The District qualified for the VPK funding and even qualified for additional
VPK funding for FY 2018 and even more in FY 2019. Long-Term Facilities Maintenance funding became available
in FY 2017 when the state combined Health & Safety, Deferred Maintenance and Alternative Facilities funding along
with an additional increase. The funding has very specific uses and will help the District maintain its buildings.

The Willmar area has businesses that have shut its doors and others open the doors. Book World, The Good News
Bookstore, and other businesses closed their doors this year. Starbucks, Cricket Wireless, Universal Kutz and
other businesses opened in Willmar during the year.

The Lakeland Elementary school opened in January of the 2017-18 school year. The senior high addition opened
in the early part of the 2017-18 school year.

The District will strive to maintain its longstanding commitment to academic excellence and educational opportunity
for students within a framework of financial fiduciary responsibility.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide District 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 need additional financial information, contact the Business Office,
Independent School District 347, 611 5 St SW, Willmar, MN 56201-3297, visit the Finance section of the District
website at www.willmar.k12.mn.us (click on Departments and Finance), or contact Pam Harrington, Director of
Business and Finance, at harringtonp@willmar.k12.mn.us or 320-231-8511.
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INDEPENDENT SCHOOL DISTRICT #347

STATEMENT OF NET POSITION

JUNE 30, 2018

WITH PARTIAL COMPARATIVE AMOUNTS AS OF JUNE 30, 2017

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
Assets
Cash and Investments
Receivables
Property Taxes
Other Governments
Other
Due from Agency Fund
Prepaid Items
Inventories
Capital Assets
Assets Not Being Depreciated
Other Capital Assets, Net of Depreciation
Total Assets

Deferred Outflows of Resources

Total Assets and Deferred Outflows of Resources

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION

Liabilities

Salaries and Wages Payable

Accounts and Contracts Payable

Due to Other Governmental Units

Accrued Interest Payable

Unearned Revenue

Long-Term Liabilities
Net Pension Liability
Total OPEB Liability
Other Long-Term Liabilities Due Within One Year
Other Long-Term Liabilities Due in More Than One Year

Total Liabilities

Deferred Inflows of Resources

Net Position

Net Investment in Capital Assets

Restricted for
Operating Capital Purposes
State-Mandated Reserves
Food Service

Unrestricted

Total Net Position

Total Liabilities, Deferred Inflows of Resources and Net Position
See Accompanying Notes to the Financial Statements
(34)

Governmental Activities

2018 2017
$ 33,881,922 $ 46,269,718
3,868,959 4,127,046
7,190,096 7,320,104
137,746 143,706
19,383
328,505 286,628
64,969 64,474
1,747,496 20,514,651
64,246,540 32,606,726
111,466,233 111,352,436
49,212,638 65,890,033

$ 160,678,871

$ 177,242,469

$ 4820914 $ 4,459,433
3,493,799 2,409,077
71,411 94,602
645,329 660,954
139,794 83,828
89,983,533 108,465,937
3,765,997 2,156,791
2,378,956 2,447,424
49,813,373 51,837,598
155,113,106 172,615,644
23,611,189 10,807,203
28,651,600 28,751,118
352,701 452,839
2,349,043 1,159,004
271,847 557,923
(49,670,615) (37,101,262)
(18,045,424) (6,180,378)

$ 160,678,871

$ 177,242,469




GOVERNMENTAL ACTIVITIES
Administration

District Support Services

Regular Instruction

Vocational Education Instruction
Special Education Instruction
Instructional Support Services

Pupil Support Services

Sites and Buildings

Fiscal and Other Fixed Costs Programs
Food Service

Community Service

Interest and Fiscal Charges on Long-Term Liabilities

Total Governmental Activities

See Accompanying Notes to the Financial Statements

INDEPENDENT SCHOOL DISTRICT #347

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2018

WITH PARTIAL COMPARATIVE AMOUNTS FOR THE YEAR ENDED JUNE 30, 2017

2018 2017
Net (Expense) Net (Expense)
Revenue and Revenue and
Changes in Changes in
Program Revenues Net Position Net Position
Operating Capital
Charges Grants and Grants and Governmental Governmental
Expenses for Services Contributions Contributions Activities Activities
$ 2,932,535 § $ $ $ (2,932,535) $ (2,560,073)
1,817,512 123,284 (1,694,228) (1,632,403)
32,188,765 737,880 11,213,610 (20,237,275) (22,017,286)
1,075,640 1,926 71,730 (1,001,984) (1,012,811)
11,285,339 671,874 6,316,714 (4,296,751) (4,559,806)
4,170,077 1,211,815 (2,958,262) (2,365,926)
4,834,529 111,957 (4,722,572) (4,475,957)
9,022,956 31,443 2,093 1,365,285 (7,624,135) (4,286,044)
179,586 (179,586) (157,159)
3,409,138 717,976 2,554,892 (136,270) 235,350
3,676,034 815,754 1,798,179 (1,062,101) (766,155)
1,512,414 (1,512,414) (1,543,310)
$ 76,104,525 $ 2,976,853 $ 23,404,274  $ 1,365,285 (48,358,113) (45,141,580)
GENERAL REVENUES
Property Taxes Levied for
General Purposes 4,741,506 3,775,907
Community Service 404,921 446,532
Debt Service 3,611,403 3,603,868
State Aid not Restricted to Specific Purposes 29,005,027 29,498,624
Interest Earnings 399,397 447,503
Gain on Sale of Assets 48,507
Miscellaneous 25,775
Total General Revenues 38,210,761 37,798,209
Change in Net Position (10,147,352) (7,343,371)
NET POSITION, BEGINNING OF YEAR, AS ORIGINALLY STATED (6,180,378) 1,162,993
PRIOR PERIOD ADJUSTMENT (1,717,694)
NET POSITION, BEGINNING OF YEAR, AS RESTATED (7,898,072) 1,162,993
NET POSITION, END OF YEAR $ (18,045,424) $ (6,180,378)

(35)







ASSETS

Cash and Investments

Receivables
Current Property Taxes
Delinquent Property Taxes
Due from Other Minnesota School Districts
Due from Minnesota Department of Education
Due from Federal through Minnesota Department of Education
Due from Other Governmental Units
Other Receivables

Due from Other Funds

Prepaid Items

Inventories

Total Assets

LIABILITIES, DEFERRED INFLOWS OF RESOURCES
AND FUND BALANCE
Liabilities

Salaries and Wages Payable

Accounts and Contracts Payable

Due to Other Governmental Units

Due to Other Funds

Unearned Revenue

Total Liabilities

Deferred Inflows of Resources
Property Taxes Levied for Subsequent Year's Expenditures
Unavailable Revenue - Delinquent Property Taxes
Total Deferred Inflows of Resources

Fund Balance
Nonspendable
Restricted
Committed
Assigned
Unassigned
Total Fund Balance

Total Liabilities, Deferred Inflows of Resources
and Fund Balance

See Accompanying Notes to the Financial Statements

INDEPENDENT SCHOOL DISTRICT #347

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2018

WITH PARTIAL COMPARATIVE AMOUNTS AS OF JUNE 30, 2017

Food Community Building Debt Total Governmental Funds

General Service Service Construction Service 2018 2017
17,162,956 1,138,853 §$ 1,209,324 $ 12,076,600 2,197,740 $ 33,785,473 $ 46,163,655
1,846,453 166,994 1,792,987 3,806,434 4,071,597
36,070 3,481 22,974 62,525 55,449
551,316 27,631 340 579,287 471,602
4,970,837 130,153 2,382 5,103,372 5,371,617
1,046,275 122,803 7,870 1,176,948 1,051,409
168,881 4,897 156,711 330,489 425,476
101,830 18,014 520 17,382 137,746 143,706
709,084
314,993 1,434 10,184 1,894 328,505 286,628
20,140 44,829 64,969 64,474
26,219,751 1,358,461 § 1,685,577 $ 12,095,876 4,016,083 § 45,375,748 $ 58,814,697
4,557,656 70,232 $ 193,026 $ $ 4,820,914 $ 4,459,433
1,162,876 127,086 120,569 2,076,851 3,487,382 2,402,067
58,451 12,645 315 71,411 94,602
689,701
7,680 51,886 80,228 139,794 83,828
5,786,663 249,204 406,468 2,077,166 0 8,519,501 7,729,631
3,815,797 374,090 3,631,497 7,821,384 8,439,624
36,070 3,481 22,974 62,525 55,449
3,851,867 0 377,571 0 3,654,471 7,883,909 8,495,073
335,133 46,263 10,184 1,894 393,474 351,102
2,701,744 1,062,994 891,354 10,016,816 361,612 15,034,520 30,650,790
1,200,000 1,200,000 1,200,000
28,254 28,254 166,811
12,316,090 12,316,090 10,221,290
16,581,221 1,109,257 901,538 10,018,710 361,612 28,972,338 42,589,993
26,219,751 1,358,461 § 1,685,577 $ 12,095,876 4,016,083 § 45,375,748 $ 58,814,697
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INDEPENDENT SCHOOL DISTRICT #347

RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT OF NET POSITION
JUNE 30, 2018
WITH PARTIAL COMPARATIVE AMOUNTS AS OF JUNE 30, 2017

2018 2017
Total Fund Balances - Governmental Funds $ 28,972,338 $ 42,589,993
Amounts reported for governmental activities in the Statement of Net Position are
different because:
Capital assets used in governmental funds are not financial resources and therefore
are not reported as assets in the governmental funds. Those assets consist of:
Land and Construction in Progress 1,747,496 20,514,651
Land Improvements, Net of Accumulated Depreciation 1,759,725 1,731,128
Buildings and Improvements, Net of Accumulated Depreciation 58,052,781 27,348,783
Equipment and Vehicles, Net of Accumulated Depreciation 4,434,034 3,526,815
Some of the District's property taxes will be collected after year-end, but are not
available soon enough to pay for the current period's expenditures, and therefore are
reported as deferred inflows of resources in the funds. 62,525 55,449
Interest on long-term debt is not accrued in governmental funds, but rather is
recognized as an expenditure when due. (645,329) (660,954)
Internal service funds are used by management to charge the costs associated with
Delta Dental Insurance. The assets and liabilities of the internal service fund are
included in governmental activities in the Statement of Net Position. 90,032 99,053
Deferred outflows and inflows of resources related to pensions are applicable to
future periods and, therefore, are not reported in the funds.
Deferred Outflows of Resources Related to Pensions 49,212,638 65,890,033
Deferred Inflows of Resources Related to Pensions (15,766,748) (2,367,579)
Deferred outflows and inflows of resources related to other post-employment benefits
are applicable to future periods and, therefore, are not reported in the funds.
Deferred Inflows of Resources Related to OPEB (23,057)
Long-term liabilities that pertain to governmental funds, including bonds payable, are
not due and payable in the current period and therefore are not reported as fund
liabilities. All liabilities - both current and long-term - are reported in the Statement of
Net Position. Balances at year-end are:
Bonds Payable (48,335,000) (50,210,000)
Unamortized Premium (1,084,036) (1,145,687)
Compensated Absences Payable (2,773,293) (2,929,335)
Total OPEB Liability (3,765,997) (2,156,791)
Net Pension Liability (89,983,533) (108,465,937)
Total Net Position - Governmental Activities $ (18,045,424) $ (6,180,378)

See Accompanying Notes to the Financial Statements
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REVENUES
Local Sources

Property Taxes

Interest Earnings

Other
State Sources
Federal Sources

Total Revenues

EXPENDITURES
Current
Administration
District Support Services
Regular Instruction
Vocational Education Instruction
Special Education Instruction
Instructional Support Services
Pupil Support Services
Sites and Buildings
Fiscal and Other Fixed Costs Programs
Food Service
Community Service
Capital Outlay
Debt Service
Principal
Interest and Fiscal Charges
Total Expenditures
Excess (Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURCES (USES)
Sale of Equipment
Net Change in Fund Balances

FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

See Accompanying Notes to the Financial Statements

INDEPENDENT SCHOOL DISTRICT #347

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2018
WITH PARTIAL COMPARATIVE AMOUNTS FOR THE YEAR ENDED JUNE 30, 2017

Food Community Building Debt Total Governmental Funds

General Service Service Construction Service 2018 2017
$ 4,737,559 § $ 404,932 $ 3,608,265 $ 8,750,756  $ 7,823,137
135,975 9,389 10,139 232,608 11,181 399,292 447,981
1,874,680 764,920 1,197,150 3,836,750 4,164,236
46,527,411 196,131 1,383,308 23,815 48,130,665 48,078,780
2,429,625 2,311,822 41,986 4,783,433 4,931,045
55,705,250 3,282,262 3,037,515 232,608 3,643,261 65,900,896 65,445,179
2,353,460 2,353,460 2,033,506
1,771,594 1,771,594 1,725,188
23,873,488 23,873,488 23,960,732
808,854 808,854 754,628
9,313,883 9,313,883 9,542,453
3,393,332 3,393,332 2,850,341
4,447,283 29,407 4,476,690 4,154,873
5,098,862 5,098,862 4,221,698
179,586 179,586 157,159
3,106,347 3,106,347 2,983,823
3,145,584 3,145,584 3,040,096
1,406,353 439,018 29,218 16,706,099 18,580,688 24,671,469
1,875,000 1,875,000 1,405,000
1,589,690 1,589,690 2,411,532
52,646,695 3,545,365 3,204,209 16,706,099 3,464,690 79,567,058 83,912,498
3,058,555 (263,103) (166,694) (16,473,491) 178,571 (13,666,162) (18,467,319)

47,317 1,190 48,507

3,105,872 (261,913) (166,694) (16,473,491) 178,571 (13,617,655) (18,467,319)
13,475,349 1,371,170 1,068,232 26,492,201 183,041 42,589,993 61,057,312
$ 16,581,221  § 1,109,257  § 901,538 10,018,710  § 361,612  $ 28,972,338  $ 42,589,993
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INDEPENDENT SCHOOL DISTRICT #347

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2018
WITH PARTIAL COMPARATIVE AMOUNTS FOR THE YEAR ENDED JUNE 30, 2017

2018 2017

Total Net Change in Fund Balances - Governmental Funds $ (13,617,655) $ (18,467,319)

Amounts reported for governmental activities in the Statement of Activities are

different because:

Capital outlay is reported in governmental funds as expenditures. However, in the

Statement of Activities, the cost of those assets is allocated over the estimated useful

lives as depreciation expense.
Capital Outlay 14,722,810 23,766,622
Depreciation Expense (1,850,151) (1,390,265)
Cost of Capital Assets Disposed (2,507) (677,807)
Accumulated Deprecation Related to Disposed Capital Assets 2,507 629,781

The governmental funds report bond proceeds as financing sources, while repayment

of bond principal is reported as an expenditure. In the Statement of Net Position,

however, issuing debt increases long-term liabilities and does not affect the

Statement of Activities and repayment of principal reduces the liability. Also,

governmental funds report the effect of premiums when debt is first issued, whereas

these amounts are deferred and amortized in the Statement of Activities. Interest is

recognized as an expenditure in the governmental funds when it is due. In the

Statement of Activities, however, interest expense is recognized as it accrues,

regardless of when it is due. The net effect of these differences is as follows:
Principal Retirement of Long-Term Debt 1,875,000 1,670,720
Change in Accrued Interest Payable 15,625 806,571
Amortization of Bond Premium 61,651 61,651

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. 7,076 3,171

In the Statement of Activities, certain operating expenses - pension, other post-

employment benefits and compensated absences - are measured by the amounts

earned during the year. In the governmental funds, however, expenditures for these

items are measured by the amount of financial resources used (essentially, the

amounts actually paid).
Pensions (11,594,160) (13,793,892)
Other Postemployment Benefits 85,431 (150,857)
Compensated Absences 156,042 209,327

An internal service fund is used to charge the costs associated with Delta Dental

insurance. The net change in net position of the fund is reported with governmental

activities. (9,021) (11,074)

Change in Net Position - Governmental Activities $ (10,147,352) $ (7,343,371)

See Accompanying Notes to the Financial Statements
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INDEPENDENT SCHOOL DISTRICT #347

SCHEDULE OF CHANGES IN THE DISTRICT'S TOTAL OPEB LIABILITY
JUNE 30, 2018

Service Cost
Interest
Change in Assumptions
Benefit Payments
Net Change in Total OPEB Liability
Total OPEB Liability - Beginning of Year

Total OPEB Liability - End of Year
Covered Employee Payroll

Total OPEB Liability as a % of Covered Employee Payroll

Measurement
Date

6/30/2017

$ 255218
137,381
(25,300)

(475,787)

(108,488)
3,874,485

$ 3,765,997

$ 33,884,934

11.11%

The District implemented GASB Statement No. 75 for fiscal year ended June 30, 2018. Information for prior years is not

available. Additional years will be reported as they become available.

See Accompanying Notes to Required Supplementary Information
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INDEPENDENT SCHOOL DISTRICT #347

SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

FOR PENSION PLANS ADMINISTERED THROUGH A TRUST
JUNE 30, 2018

Employer's
Proportionate
Share of the
Net Pension
Liability (Asset)
State's and the State's Employer's
Proportionate Proportionate Proportionate
Employer's Share of the Share of the Share of the Plan Fiduciary
Employer's Proportionate Net Pension Net Pension Net Pension Net Position
Proportion Share of the Liability (Asset) Liability (Asset) Employer's Liability (Asset) as a Percentage
Actuarial of the Net Net Pension Associated with Associated with Covered as a Percentage of of the Total
Valuation Pension Liability (Asset) the Employer the Employer Payroll its Covered Payroll Pension
Date Liability (Asset) (a) (b) (a+b) (c) ((a/b)/c) Liability
Pensions
PERA
6/30/2017 0.1373% $ 8,765,141 $ 110,224  $ 8,875,365 § 8,905,707 99.66% 75.90%
6/30/2016 0.1425% 11,570,293 151,048 11,721,341 8,821,466 132.87% 68.91%
6/30/2015 0.1450% 7,514,653 7,514,653 8,415,120 89.30% 78.19%
6/30/2014 0.1469% 6,900,626 6,900,626 7,740,462 89.15% 78.75%
TRA
6/30/2017 0.4050% 80,845,347 7,815,939 88,661,286 21,922,200 404.44% 51.57%
6/30/2016 0.4005% 95,528,806 9,588,605 105,117,411 20,898,836 502.98% 44.88%
6/30/2015 0.4306% 26,636,869 3,267,150 29,904,019 22,097,506 135.33% 76.77%
6/30/2014 0.4403% 20,288,707 1,427,361 21,716,068 20,120,785 107.93% 81.50%

The District implemented GASB Statement No. 68 for fiscal year ended June 30, 2015. Information for prior years is not available. Additional years will be

reported as they become available.

See Accompanying Notes to the Required Supplementary Information
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INDEPENDENT SCHOOL DISTRICT #347
SCHEDULE OF EMPLOYER CONTRIBUTIONS
FOR PENSION PLANS ADMINISTERED THROUGH A TRUST
JUNE 30, 2018

Contributions

in Relation Contributions
Statutorily to the Statutorily Contribution as a Percentage
Required Required Deficiency Covered of Covered
Year Ended Contribution Contribution (Excess) Payroll Payroll
June 30, (a) (b) (a-b) (d) (b/d)
Pensions
PERA
6/30/2018 $ 716,534 $ 716,534 $ $ 9,653,785 7.50%
6/30/2017 667,928 667,928 8,905,707 7.50%
6/30/2016 661,610 661,610 8,821,466 7.50%
6/30/2015 631,134 631,134 8,415,120 7.50%
TRA
6/30/2018 1,687,633 1,687,633 22,501,776 7.50%
6/30/2017 1,644,165 1,644,165 21,922,200 7.50%
6/30/2016 1,567,327 1,567,327 20,898,836 7.50%
6/30/2015 1,657,313 1,657,313 22,097,506 7.50%

The District implemented GASB Statement No. 68 for fiscal year ended June 30, 2015. Information for prior years is not
available. Additional years will be reported as they become available.

See Accompanying Notes to the Required Supplementary Information
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INDEPENDENT SCHOOL DISTRICT #347

SCHEDULE OF CHANGES IN THE DISTRICT'S TOTAL PENSION LIABILITY
FOR PENSION PLANS NOT ADMINISTERED THROUGH A TRUST

JUNE 30, 2018

Service Cost
Interest
Differences Between Expected and Actual Experience
Changes of Assumptions
Changes of Benefit Terms
Benefit Payments
Net Change in Total Pension Liability

Total Pension Liability -

Beginning of Year

Total Pension Liability - End of Year
District's Total Pension Liability - Ending
Payroll for Measurement Period

Total Pension Liability as a % of Employee Payroll

The District implemented GASB Statement No. 73 for fiscal year ended June 30, 2016.

2018 2017 2016
$ 70,995 $ 16,337 15,278
48,386 6,678 8,474
(76,364)
(14,766) (4,278)
(887,788) 1,215,024
(134,256) (169,778) (5,932)
(993,793) 1,063,983 17,820
1,366,838 302,855 285,035
$ 373,045 $ 1,366,838 302,855
$ 373,045 $ 1,366,838 302,855
$ 8425778 $ 10,025,698 8,632,095
4.4% 13.6% 3.5%

available. Additional years will be reported as they become available.

(88)
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INDEPENDENT SCHOOL DISTRICT #347

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2018

NOTE 1. STATUTORY ASSUMPTION AND VALUATION METHODS RELATED TO THE TOTAL OPEB LIABILITY

A. ACCUMULATED PLAN ASSETS

No assets are accumulated in a trust that meets all of the criteria in GASB Statement No. 75,
paragraph 4.

B. VALUATION DATE

Actuarially determined contribution rates are calculated as of every other June 30, one year prior to the
end of the fiscal year in which contributions are reported.

C. METHOD AND ASSUMPTIONS USED IN CALCULATION OF ACTUARIALLY DETERMINED
CONTRIBUTIONS

The information presented in the required supplementary schedules was determined as follows:

Valuation Date: 6/30/2017

Actuarial Cost Method: Entry Age
Amortization Method: Straight-Line - Closed
Remaining Amortization Period: 5 Years

Inflation: 2.75%

Healthcare cost trend rates

Pre-Medicare Eligible 6.80%

Medicare Eligible 6.80%
Ultimate trend rates

Pre-Medicare Eligible 4.40%

Medicare Eligible 4.40%
Year of Ultimate Rate 2074
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INDEPENDENT SCHOOL DISTRICT #347

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2018

NOTE 2. CHANGES IN PLAN PROVISIONS FOR PENSION PLANS ADMINISTERED THROUGH A TRUST

A. GERF

2017 Changes:

No changes.

2016 Changes:

No changes.

2015 Changes:

On January 1, 2015 the Minneapolis Employees Retirement Fund was merged into the General
Employees Fund, which increased the total pension liability by $1.1 billion and increased the fiduciary

plan net position by $892 million. Upon consolidation, state and employer contributions were revised.

B. TRA

2017 Changes:

No changes.

2016 Changes:

No changes.

2015 Changes:

The Duluth Teachers Retirement Fund Association was merged into TRA on June 30, 2015. This also

resulted in an additional state-provided contribution stream of $14.377 million until the System
becomes fully funded.

2014 Changes:

The increase in the post-retirement benefit adjustment (COLA) is to be made once the System is 90%
funded (on a market value basis) in two consecutive years, rather than just one year.

NOTE 3. CHANGES IN ACTUARIAL ASSUMPTIONS FOR PENSION PLANS ADMINISTERED THROUGH A
TRUST

A. GERF

2017 Changes:
The Combined Service Annuity (CSA) loads were changed from 0.8% for active members and 60% for

vested and non-vested deferred members. The revised CSA loads are now 0.0% for active member
liability, 15.0% for vested deferred member liability and 3.0% for non-vested deferred member liability.
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INDEPENDENT SCHOOL DISTRICT #347

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2018

NOTE 3. CHANGES IN ACTUARIAL ASSUMPTIONS FOR PENSION PLANS ADMINISTERED THROUGH A
TRUST (Cont'd)

A. GERF (Cont'd)

2017 Changes: (Cont'd)

The assumed post-retirement benefit increase rate was changed from 1.0% per year for all years to
1.0% per year through 2044 and 2.5% per year thereafter.

2016 Changes:

The assumed post-retirement benefit increase rate was changed from 1.0% per year through 2035 and
2.5% per year thereafter to 1.0% per year for all years.

The assumed investment return was changed from 7.9% to 7.5%. The single discount rate was
changed from 7.9% to 7.5%.

Other assumptions were changed pursuant to the experience study dated June 30, 2015. The

assumed future salary increases, payroll growth, and inflation were decreased by 0.25% to 3.25% for
payroll growth and 2.50% for inflation.

2015 Changes:

The assumed post-retirement benefit increase rate was changed from 1.0% per year through 2030 and
2.5% per year thereafter to 1.0% per year through 2035 and 2.5% per year thereafter.

B. TRA
2017 Changes:
Adjustments were made to the combined service annuity loads. The active load was reduced from
1.4% to 0.0%, the vested inactive load increased from 4.0% to 7.0% and the non-vested inactive load
increased from 4.0% to 9.0%.
The investment return assumption was changed from 8.00% to 7.50%.
The price inflation assumption was lowered from 2.75% to 2.50%.

The payroll growth assumption was lowered from 3.50% to 3.00%.

The general wage growth assumption was lowered from 3.50% to 2.85% for 10 years followed by
3.25%, thereafter.

The salary increase assumption was adjusted to reflect the changes in the general wage growth
assumption.
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INDEPENDENT SCHOOL DISTRICT #347

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2018

NOTE 3. CHANGES IN ACTUARIAL ASSUMPTIONS FOR PENSION PLANS ADMINISTERED THROUGH A
TRUST (Cont'd)

B. TRA (Cont'd)
2016 Changes:
The price inflation assumption was lowered from 3.00% to 2.75%.
The general wage growth and payroll growth assumptions were lowered from 3.75% to 3.50%.
Minor changes at some durations for the merit scale of the salary increase assumption.
The pre-retirement mortality assumption was changed to the RP-2014 white collar employee table,
male rates set back 6 years and female rates set back 5 years. Generational projection uses the MP-
2015 scale.
The post-retirement mortality assumption was changed to the RP-2014 white collar annuitant table,
male rates set back 3 years and female rates set back 3 years, with further adjustments of the rates.

Generational projection uses the MP-2015 scale.

The post-disability mortality assumption was changed to the RP-2014 disabled retiree mortality table,
without adjustment.

Separate retirement assumptions for members hired before or after July 1, 1989 were created to better
reflect each group’s behavior in light of different requirements for retirement eligibility.

Assumed termination rates were changed to be based solely on years of service in order to better fit
the observed experience.

A minor adjustment and simplification of the assumption regarding the election of optional forms of
payment at retirement were made.

2015 Changes:

The Cost of Living Adjustment was not assumed to increase to 2.5%, but remain at 2.0% for all future
years.

The investment return assumption was changed from 8.25% to 8.00%.

2014 Changes:

The Cost of Living Adjustment was assumed to increase from 2.0% annually to 2.5% annually on July
1, 2034.
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INDEPENDENT SCHOOL DISTRICT #347

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL

BUILDING CONSTRUCTION CAPITAL PROJECTS FUND

YEAR ENDED JUNE 30, 2018

WITH PARTIAL COMPARATIVE AMOUNTS FOR THE YEAR ENDED JUNE 30, 2017

REVENUES
Interest Earnings

EXPENDITURES
Capital Outlay
Sites and Buildings

Net Change in Fund Balances

FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

2018 2017
Over (Under)
Budgeted Amounts Final

Original Final Actual Budget Actual
$ 175,000 $ 222,903 $ 232,608 $ 9,705 § 402,111
22,684,409 16,474,558 16,706,099 231,541 22,867,710
$ (22,509,409) $ (16,251,655) (16,473,491) § (221,836) (22,465,599)
26,492,201 48,957,800
$ 10,018,710 $ 26,492,201
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INDEPENDENT SCHOOL DISTRICT #347

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
DEBT SERVICE FUND
YEAR ENDED JUNE 30, 2018
WITH PARTIAL COMPARATIVE AMOUNTS FOR THE YEAR ENDED JUNE 30, 2017

2018 2017
Over (Under)
Budgeted Amounts Final
Original Final Actual Budget Actual
REVENUES
Local Sources
Property Taxes $ 3,608,183 $ 3,610,165 $ 3,608,265 $ (1,900) $ 3,594,438
Interest Earnings 3,899 10,746 11,181 435 2,136
State Sources 25,798 23,816 23,815 (1) 25,798
Total Revenues 3,637,880 3,644,727 3,643,261 (1,466) 3,622,372
EXPENDITURES
Debt Service
Bond Principal 1,875,000 1,875,000 1,875,000 1,405,000
Bond Interest 1,586,290 1,586,290 1,586,290 2,408,132
Paying Agent Fees and Other 3,400 3,400 3,400 3,400
Total Expenditures 3,464,690 3,464,690 3,464,690 0 3,816,532
Net Change in Fund Balances $ 173,190 $ 180,037 178,571  § (1,466) (194,160)
FUND BALANCE, BEGINNING OF YEAR 183,041 377,201
FUND BALANCE, END OF YEAR $ 361,612 $ 183,041
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INDEPENDENT SCHOOL DISTRICT #347

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUND
JUNE 30, 2018

2017 Additions Deductions 2018
ASSETS
Cash and Investments $ $ 49,189 $ (36,007) $ 13,182
Receivables
Due from Other Minnesota School Districts 33,088 67,586 (71,406) 29,268
Total Assets $ 33,088 $ 116,775 § (107,413) $ 42,450
LIABILITIES AND NET POSITION
Liabilities
Salaries and Wages Payable $ 7642 % 5623 $ (13,165) $
Accounts Payable 3,229 62,063 (22,842) 42,450
Due to Other Funds 19,383 (19,383)
Due to Other Minnesota School Districts 2,834 (2,834)
Total Liabilities $ 33,088 $ 67,586 $ (58,224) $ 42,450
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STATISTICAL SECTION
(Unaudited)

Willmar

All-America City

|| L)

2005

This part of the comprehensive annual financial report presents detailed information as a context for
understanding what the information in the financial statements, note disclosures, and required

supplementary information says about the government’s overall financial health.

Contents:

Financial Trends
These schedules contain trend information to help the reader understand how the School
District’s financial information and well-being have changed over time.

Revenue Capacity
These schedules contain information to help the reader assess the School District’s most
significant local revenue source, the property tax.

Debt Capatity
These schedules present information to help the reader assess the affordability of the School
District's current levels of outstanding debt and the School District's ability to issue additional
debt in the future.

Demographic and Economic Information
These schedules offer demographic and economic indicators to help the reader understand
the environment within which the School District's financial activities take place.

Operating Information

These schedules contain service and infrastructure data to help the reader understand how
the information in the School District's financial report relates to the services the School District
provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual financial reports for the
relevant year.
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