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WAYZATA PUBLIC SCHOOLS
Independent School District 284
Wayzata, Minnesota

MISSION

Our Core Purpose:
The mission of Wayzata Public Schools is to ensure a world-class education that prepares each and
every student to thrive today and excel tomorrow in an ever-changing global society.

VISION

What We Intend to Create and Experience:

The vision of Wayzata Public Schools is to be a model of excellence where all students discover their
unique talents, develop a love and tenacity for learning and demonstrate confidence and capacity for
success through:

Exceptional Student Learning, Experiences and Relationships:
e High achievement by each and every student—no exceptions, no excuses;
e Content-rich, rigorous and personalized education;

e Meaningful relationships with teachers, staff, mentors and peers in a welcoming, nurturing
and safe environment where all are valued for who they are and the contributions they make.

Community Trust, Confidence and Partnership:

e Comprehensive learning opportunities meeting diverse learner needs and community
aspirations;

e Committed to being the first choice for students and families;
e Maintaining the highest levels of satisfaction and pride by staff, parents and community.

Operational Excellence:
e Attraction, development and retention of exemplary, creative and engaged employees;
e Accountability by all staff for individual and collective performance;
e Effective and efficient use of time and human, financial and physical resources;
e Culture of continuous improvement and responsive innovation;
e High performing district governance, management and partnerships.
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WAYZATA PUBLIC SCHOOLS
Independent School District 284
Wayzata, Minnesota

BOARD OF EDUCATION

Work Session — December 4, 2007

AGENDA ITEM: 1. CALL TO ORDER/ROLL CALL

COMMENTS BY: Board Chair Cohen

PRESENT ABSENT
Mr. Gregory D. Baufield
Ms. Linda A. Cohen
Ms. Susan J. Droegemueller
Ms. Patricia L. Gleason
Mr. Gary W. Landis
Mr. John A. Moroz
Ms. Carter G. Peterson
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L.ars nAllen

CPAs, Consultants & Advisors
www.larsonallen.com

December 4, 2007

School Board

Independent School District No. 284
Wayzata Public Schools

Wayzata, Minnesota

This Executive Audit Summary and Management Report presents information which we believe is
important to you as members of the school board. We encourage you to review the sections of this
report, the audited financial statements and the auditor’s reports.

We would be pleased to furnish additional information with respect to these suggestions and discuss
this memorandum with you at your convenience. We wish to express our appreciation to the School for
the courtesies, cooperation and assistance extended to us during the course of our work.

LarsonAllen LLP

Fr Vo

Dennis Hoogeveen, CPA
Principal
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EXECUTIVE AUDIT SUMMARY (EAS)
FOR
WAYZATA PUBLIC SCHOOLS
YEAR ENDED JUNE 30, 2007

We prepared this Executive Audit Summary and Management Report in conjunction with our audit of
the District’s financial statements for the year ended June 30, 2007. We appreciated the time that staff
took to work with us to complete the engagement—especially the efforts of Bill Rueber and Jim
Scheuer, who were our main contacts on the audit.

Audit Opinion — The financial statements are fairly stated. We issued what is known as a “clean” audit
report.

Yellow Book Opinion — No compliance issues were noted in our review of laws, regulations, contracts
and grants that could have significant financial implications to the School.

Internal Controls — No “material weakness” in internal controls was.noted.

Single Audit — The District complied with requirements of major federal programs (Special Education
Cluster), except as outlined in schedule of findings and questioned costs.

Legal Compliance — No compliance issues were noted with respect to Minnesota Statutes.

Student Activity Audit — We reported the following findings related to the audit of the District's student
activity accounts: 1) improper-activity being accounted for in student activity accounts, 2) student
activity accounts with deficit balances at year-end, 3) no disposition of inactive student activity
accounts, and 4) lack of documentation of approval.

Enrollment — For fiscal 2006-07, Wayzata Public Schools had an estimated total adjusted average
daily membership of 9,967.15 (or 11,545.29 adjusted pupil units). For fiscal 2005-06, the District had an
estimated total adjusted average daily membership.of 9,824.18 (or 11,365.25 adjusted pupil units).

Fund Balance — The Districts General Fund unreserved-undesignated fund balance ended at
$7,670,512 as of June 30, 2007. The ending unreserved-undesignated fund balance (UFARS basis)
represents 8.33% of total General Fund expenditures as opposed to 7.89% at the end of the prior year.
A District’s fund balance is an important aspect in considering the School’s financial well being since a
healthy fund. balance represents things such as cashflow, as a cushion against unanticipated
expenditures, enrollment declines, funding deficiencies and aid prorations at the state level and similar
problems.
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Budget to Actual — Total revenues on a net basis in the General Fund were $99,507,985 (which was
$1,681,034 or 1.7% higher than the final amended budgeted amount) while total expenditures were
$92,032,754 (which was $2,082,240 or 2.2% lower than the final amended budget). The net effect, after
considering insurance recoveries and transfers out also, was an increase to total fund balance of
$1,662,978 compared to the final amended budget which anticipated a decrease of $2.1 million. A good
share of the variance relates to timing differences as in the case of amounts designated for site
carryover, as well as the timing of certain capital projects and simple budgeting for contingent items. As
part of any budget update initiated for fiscal 2007-08, the Board will want to take known budget
variances into consideration in order to limit future budget differences to every extent possible. We
recommend that budget variances in a school district environment be limited to 1% on either side of
zero as a goal after considering known differences relating to timing such as site carryover, federal
entitlements and capital items.

The total revenues in the Debt Service Fund were $10,424,565 (which was $533,026 or 4.9% lower
than the final amended budget) while total expenditures were $11,125,900 (which was $2,904 or 0.03%
higher than the final amended budget). The revenue variance relates to investment earnings which
were lower than budgeted due to the use of funds held in.escrow for the refunding of bonds.

Suggestions for Management

Business Office Policies — With anticipated changes in staffing inithe Finance department, the District
should consider creation of an up to date accounting policy  and procedure manual. To ensure
continued compliance with policies and assist in any future transitions, this should be completed as
soon as possible.

Other Items — Invariably there are other issues that arise in the course of our audits that we work
through with appropriate staff at the District level. In those cases, ho additional communication is
required to the School Board.
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. FINANCIAL RESULTS

Fund Balances

WAYZATA PUBLIC SCHOOLS

AUDITED FUND BALANCES THROUGH JUNE 30, 2007

6/30/2006 2006-07 TRANSFERS 2006-07 TRANSFERS 6/30/2007
AUDITED AUDITED INTO AUDITED OUT OF AUDITED
FUND DESCRIPTION BALANCE REVENUES FUNDS EXPENDITURES FUNDS BALANCE
GENERAL FUND
A. UNRESERVED-UNDESIGNATED - OPERATING $6,735,123 $85,196,417 $0 $78,446,679 $5,814,349 $7,670,512
B. DESIGNATED FOR
(1) SITE CARRYOVER $1,004,814 $1,175,313 $0 $1,004,814 $0 $1,175,313
(2) DOME ESCROW $370,696 $1,077 $0 $0 $0 $371,773
(3) REEMPLOYMENT INSURANCE $0 $0 $0 ($426,160) $0 $426,160
C. RESERVED FOR
(1) REEMPLOYMENT INSURANCE $480,254 $0 $0 $480,254 $0 $0
(2) STAFF DEVELOPMENT (2%) $963,236 1,125,072 $0 $959,306 $0 $1,129,002
(3) DISTRICT COOPERATION $250,000 $0 $0 $0 $0 $250,000
(4) AREA LEARNING CENTER $71,220 $820,511 $0 $737,493 $0 $154,238
(5) LEARNING AND DEVELOPMENT $546,942 $2,270,340 $0 $2,482,475 $0 $334,807
(6) BASIC SKILLS $255,437 $1,032,190 $0 $928,584 $0 $359,043
(7) GIFTED AND TALENTED $0 $101,786 $0 $101,786 $0 $0
(8) CAREER AND TECHNICAL PROGRAMS $64,652 $114,360 $0 $123,370 $0 $55,642
(9) SAFE SCHOOLS LEVY $0 $306,510 $0 $267,625 $0 $38,885
(10) DOWN PAYMENT LEVY $132,577 $4,262,409 $0 $4,394,986 $0 $0
(11) OPERATING CAPITAL $4,064,221 $2,255,816 $0 $1,984,508 $0 $4,335,529
(12) DISABLED ACCESSIBILITY $7,452 $0 $0 $0 $0 $7,452
(13) HEALTH & SAFETY $26,931 $848,280 $0 $547,034 $0 $328,177
BUDGET $97,831,951 $0 $94,114,994 $5,814,349 $12,876,163
TOTAL GENERAL FUND $14,973,555 $99,510,081 $0 $92,032,754 $5,814,349 $16,636,533
DIFFERENCE $1,678,130 $0 ($2,082,240) $0 $3,760,370
% VARIANCE 1.72% -2.21%
BUDGET $4,281,410 $5,283,648 $92,796
FOOD SERVICE $1,095,034 $4,570,136 $0 $4,943,844 $0 $721,326
DIFFERENCE $288,726 ($339,804) $628,530
% VARIANCE 6.74% -6.43%
[COMMUNITY EDUCATION
REGULAR COMMUNITY ED $877,131 $5,312,032 $0 $5,209,135 $0 $980,028
EARLY CHILDHOOD FAMILY ED $44,344 $512,917 $0 $495,076 $0 $62,185
SCHOOL READINESS $2,242 $70,102 $0 $72,147 $0 $197
UNRESERVED, UNDESIGNATED $20,322 $687,934 $0 $717,073 $0 ($8,817)
BUDGET $5,851,393 $0 $6,055,398 $740,034
TOTAL COMMUNITY EDUCATION $944,039 $6,582,985 $0 $6,493,431 $0 $1,033,593
DIFFERENCE $731,592 $0 $438,033 $293,559
% VARIANCE 12.50% 7.23%
BUDGET $0 $5,814,349 $5,404,949 $142,443
TOTAL BUILDING FUND ($266,957) $35,446 $5,814,349 $6,619,078 $0 ($1,036,240)
DIFFERENCE $35,446 $0 $1,214,129 ($1,178,683)
% VARIANCE #DIV/0! 22.46%
DEBT SERVICE
OPERATING $2,129,929 $9,815,904 $0 $9,850,300 $0 $2,095,533
REFUNDING BONDS $29,961,070 $608,661 $0 $23,725,600 $0 $6,844,131
BUDGET $10,957,591 $11,122,996 $31,925,594
TOTAL DEBT SERVICE $32,090,999 $10,424,565 $0 $33,575,900 $0 $8,939,664
DIFFERENCE ($533,026) $22,452,904 ($22,985,930)
% VARIANCE -4.86% 201.86%
PROPRIETARY AND TRUST
TRUST FUNDS $280,689 $56,413 $0 $27,360 $0 $309,742
INTERNAL SERVICE FUND - SELF INS & RET $1,396,692 $14,975,589 $0 $14,486,486 $0 $1,885,795
TOTAL OTHER FUNDS $1,677,381 $15,032,002 $0 $14,513,846 $0 $2,195,537

NOTE: The General Fund information is presented in the format required by the Uniform Financial
Accounting and Reporting Standards issued by the Minnesota Department of Education.
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[. FINANCIAL RESULTS (CONTINUED)

Fund Balances (Continued)
Unless otherwise noted, all graphs and charts reflect the activity of the pupil transportation and capital
expenditure funds as if they had always been part of the general fund for any years prior to fiscal 1997.

As a percentage of annual expenditures:

Fund Balance as a Percent of Expenditures
in the General Fund

25.00%
22.50% |—i
20.00% u |
17.50% m—g—
15.00%
12.50%
10.00% B |
7.50% M_‘
5.00%
2.50%
0.00%

1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
=—¢=—Unreserved-Undesignated Fund | 11.52 | 10.02 |9.68% |7.41% |5.29% | 5.67% | 7.00% | 8.78% | 8.37% | 7.89% | 8.33%
Balance % %

#— Total Fund Balance 22.69 | 20.55 | 20.51 | 13.95 | 10.53 | 10.27 | 13.53 | 21.61 | 17.64 | 17.54 | 18.08

Per student served for aid.

General Fund Unreserved-Undesignated
Fund Balance Per ADM for Aid
$900

$800

$700

$600 -

$500

$400

$300

$200

$100

$-

1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
=== -und Balance Per ADM | $680 | $668 | $649 | $540 | $398 | $429 | $576 | $690 | $721 | $686 | $770
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[. FINANCIAL RESULTS (CONTINUED)

Fund Balances of the General Fund
Unless otherwise noted, all graphs and charts reflect the combined activity of the District's General
Fund, including the pupil transportation and capital expenditure sub-funds.

2003 2004 2005 2006 2007
Unreserved/Undesignated:
Fund Balance $ 5534713 $ 6,699,484 $ 6,996,425 $ 6,735123 $ 7,670,512
Reserved and Designated:
Fund Balance 5,164,250 9,794,662 7,754,109 8,238,432 8,966,021
Total Fund Balance $10,698,963  $16,494,146  $14,750,534  $14,973,555 $16,636,533
Total Expenditures $79,093,797 $76,315,763 $83,631,572 $85,380,129 $92,032,754
Unreserved/Undesignated
Fund Balance as a %
of Total Expenditures 7.00% 8.78% 8.37% 7.89% 8.33%
WAYZATA PUBLIC SCHOOLS
General Fund Fund Balance Activity
$10,500,000
$9,500,000 ]
$8,500,000 —
$7,500,000 ] [ —
$6,500,000 ||
$5,500,000 - ||
$4,500,000 - -
$3,500,000 - -
$2,500,000 - -
$1,500,000 - -
$500,000 - -
500,000
$ ) 2003 2004 2005 2006 2007
($1,500,000)
B Unreserved/Undesignated O Reserved and Designated

11
®)



[. FINANCIAL RESULTS (CONTINUED)

Students Served for Aid

2003 2004 2005 2006 2007
Total Residents 9,255.97 9,241.72 9,254.37 9,301.41 9,405.59
Open Enrollment Out (313.98) (301.92) (374.00) (389.40) (441.85)
Net Residents Served 8,941.99 8,939.80 8,880.37 8,912.01 8,963.74
Open Enrollment In 666.32 763.75 830.12 912.17 1,003.41
Net ADM Served 9,608.31 9,703.55 9,710.49 9,824.18 9,967.15
Net Pupil Units Served 11,099.40 11,207.85 11,218.58 11,218.58 11,545.29
WAYZATA PUBLIC SCHOOLS
Student Enrollment for Aid (in ADM's)
11,000
10,000
9,000 -
8,000 -
7,000 -
6,000 -
5,000 -
4,000
3,000 -
2,000 -
1,000 A
0
2003 2004 2005 2006 2007
‘INet Residents Served B Open Enroliment In ‘

As reflected in the above chart and graph, the District continues to attract over two students through
open enrollment for every resident student choosing to attend to elsewhere.
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II. OTHER KEY TOPICS

ASBO Certificate of Excellence

The District submitted its June 30, 2006 CAFR (Comprehensive Annual Financial Report) to the
Association of School Business Officials as part of ASBO’s Certificate of Excellence in Financial
Reporting program and was awarded the Certificate of Excellence. We believe this reflects the District's
commitment to the high standard of financial reporting excellence required by the ASBO program.
Although not guaranteed, we believe the District's June 30, 2007 CAFR will continue to qualify for the
award.

GASB STATEMENT NO. 43 — FINANCIAL REPORTING FOR POST-EMPLOYMENT BENEFIT
PLANS OTHER THAN PENSION PLANS AND

GASB STATEMENT NO. 45 — ACCOUNTING AND FINANCIAL REPORTING BY EMPLOYERS FOR
POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS

As we've presented to you in our last three Executive Audit:-Summary documents, we want to continue
to cover the impact of these two new GASB statements, although the more predominant statement with
applicability for school districts in Minnesota is expected to be GASB Statement No. 45, due to the fact
that in Minnesota there is not currently a state statute which authorizes a public entity. to establish a
trust of the type that would be required under the requirements of GASB Statement No. 43. These
related statements provide new guidance on accounting.and financial reporting of post-employment
benefits accounted for in trust funds included in the financial statements of plan sponsors or employers,
and employer accounting and reporting for post-employment benefits other than pensions by employers
when the plan is not accounted for in their financial statements.

OPEB stands for Other Post-employment Benefits and covers certain benefits provided after
employment ends. From an accounting perspective, these benefits are in exchange for employees’
current services. The “O” in-OPEB. means that these benefits are those “Other” than pensions. One
example of this type of benefit is healthcare premiums paid by employers on behalf of former
employees. They can_also include other benefits such as life insurance. OPEB does not include
vacation, sick leave,or COBRA continuation. Governmental entities have traditionally accounted for
OPEB on a pay-as-you-go basis. Only a few governments have funded these benefits in advance of
payment. The guidance in these statements rests on the assumption that OPEB should be accrued as
an expense as service is provided by employees.

In health insurance plans where a school district’s retirees and current employees are insured together
as a group as required by state statute, the premiums paid by the retirees would typically be lower than
they would have been if the retirees were insured separately—this is called an implicit rate subsidy.
GASB concluded in Statements 43 and 45 that exempting governments from including an implicit rate
subsidy in their OPEB calculations would result in the annual cost and long-term obligations of their
OPEB being significantly understated. School districts must therefore include implicit rate subsidies as
OPEB.

For governments offering OPEB, the cost would be recognized using a three-step approach. The
government will be required to project future benefits, discount those benefits to their present value,
then use an acceptable actuarial method to allocate costs to individual accounting periods.

13
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Once calculated, the difference between the present value of OPEB benefits earned by employees as
the result of past service and resources set aside to pay those benefits will be considered the
“unfunded actuarial liability for OPEB.” Every employer will be allowed to start fresh at the time of
transition to the new standard. There will be no requirement for an employer to recognize an accounting
liability for under funding prior to the implementation of the new standard. Instead, the unfunded
actuarial accrued liability for OPEB at transition would be amortized over 30 years. As long as an
employer funds the full amount of required contribution, no asset or liability will be reported on the
Statement of Net Assets. However, an employer will need to report an asset or liability if the
contributions are less or more than the annual required contribution each year.

Nothing in the documents is intended to alter the normal application of modified accrual accounting in
the governmental funds of the entity. Thus, OPEB expenditures normally would be recognized when
payments are made to the former employees rather than when benefits are earned.

The guidance will require that actuarial valuations for OPEB occur at least every two years for plans
with 200 or more members, and every three years for plans with fewer than 200 members. A sole
employer plan with fewer than 100 plan members has the option to apply a simplified alternative
measurement method rather than obtain actuarial valuations.

These statements become effective in three phases based on the same criteria as those defined for the
implementation of GASB Statement No. 34. GASB Statement No. 43 will be phased in for districts over
a three year period, starting with category one districts in the fiscal year ending June 30, 2007. GASB
Statement No. 45 will be phased in over a three year period, starting with category one districts in the
fiscal year ending June 30, 2008.

NEW AUDITING STANDARDS

The Auditing Standards Board of the American Institute of CPA’s has issued eight new auditing standards
that significantly impact the required level of audit-documentation, risk assessment and manner of
reporting audit findings to audit committees, or their equivalents, by financial auditors. These audit
standards, 104 through'111, will impact the audit process, including the approach, predictability of audit
steps, and the overall scope of work to be performed. These standards are effective for the audits of
financial statements for periods beginning on or after December 15, 2006. We bring this to your attention
as a matter of information to consider in planning-and executing your plans for future audits.

e SAS No. 104, Amendment to Statement on Auditing Standards No. 1, Codification of Auditing
Standards and Procedures (“Due Professional Care in the Performance of Work”)

e  SAS No. 105, Amendment to Statement on Auditing Standards No. 95, Generally Accepted

Auditing Standards

SAS No. 106, Audit Evidence

SAS No. 107, Audit Risk and Materiality in Conducting an Audit

SAS No. 108, Planning and Supervision

SAS No. 109, Understanding the Entity and Its Environment and Assessing the Risks of

Material Misstatement

e SAS No. 110, Performing Audit Procedures in Response to Assessed Risks and Evaluating the
Audit Evidence Obtained

e SAS No. 111, Amendment to Statement on Auditing Standards No. 39, Audit Sampling

These Statements establish standards and provide guidance concerning the auditor's assessment of
the risks of material misstatement (whether caused by error or fraud) in a financial statement audit, and
the design and performance of audit procedures whose nature, timing, and extent are responsive to the
assessed risks. Additionally, the Statements establish standards and provide guidance on planning and
supervision, the nature of audit evidence, and evaluating whether the audit evidence obtained affords a
reasonable basis for an opinion regarding the financli2I statements under audit.
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The primary objective of these Statements is to enhance auditors’ application of the audit risk model in
practice by specifying, among other things:

¢ More in-depth understanding of the entity and its environment, including its internal control, to
identify the risks of material misstatement in the financial statements and what the entity is
doing to mitigate them

e More rigorous assessment of the risks of material misstatement of the financial statements
based on that understanding

e Improved linkage between the assessed risks and the nature, timing, and extent of audit
procedures performed in response to those risks

15
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APPENDIX A

FINANCIAL TRENDS OF YOUR DISTRICT

Within this report there are a number of areas where condensed financial statement data has been
presented. The last page of this document (Appendix E) contains an Independent Auditor's Report on
Condensed Financial Statements Included Herein that should be considered when reading such
condensed information.

Student Enrollment

WAYZATA PUBLIC SCHOOLS
Student Enrollment (in ADM's)

11,000
10,000
9,000
8,000
7,000
6,000
5,000
4,000
3,000
2,000

1,000
Nl I B O

2003 2004 2005 2006 2007

‘l Pre-K & KH B Reg Kindergarten OElementary B Secondary ‘

2003 2004 2005 2006 2007
Pre-K & KH 59.94 48.60 63.23 68.95 71.92
Reg Kindergarten 611.41 642.75 630.45 638.07 637.28
Elementary 4,350.03 4,373.93 4,349.30 4,329.26 4,368.10
Secondary 4,586.93 4,638.27 4,667.51 4,787.90 4,889.85
Net ADM Served 9,608.31 9,703.55 9,710.49 9,824.18 9,967.15
Percent Change 4.00% 0.99% 0.07% 1.17% 1.46%

As noted in the above chart, the District's student count for fiscal 2006-07 increased by 1.46% over the
prior year.
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General Fund Revenue
The following table and graph summarizes the District’'s General Fund revenue sources for the last five

years.

WAYZATA PUBLIC SCHOOLS
General Fund
% of Revenue

100% Y 5% 7% y

80%

60% -

40% ~

20% -
22% 23% 26%
o 20% -

0%
2003 2004 2005 2006 2007

O Local Property Taxes B State Sources
@ Federal Sources O Other Local & Misc

The table below illustrates the fluctuation that occurs between the taxes and state aid categories based
on legislative activity. The Legislature determines what portion. of the general education funding formula
will be paid by local taxpayers.In-addition, when the tax shift percentage changes or the state provides
property tax relief such as the education homestead market value aid, this only impacts the mix
between state aids and taxes and does not change total revenue. School finance in Minnesota
continues to be a very difficult subject to explain to the general public. In fiscal 2006, a total of $4.6
million of the tax shift was “bought down” by the legislature which gives the appearance of a significant
increase in taxes for fiscal 2007 Beyond. the tax shift impact in fiscal 2007, the voter-approved
referendum from 2005 generated an additional $5.0 million in revenue, the levy portion of operating
capital was-increased by $1.1 million (used by the Legislature to help fund an increase in the general
education aid formula), the levy portion of alternative compensation for fiscal 2007 was approximately
$.7 million, an increase of $2.2 million for the capital project referendum, $.9 million for the alternative
facilities levy, a net reduction of $.9 million for health and safety projects and all other levy and tax
components consisting of the remaining difference of $.4 million. Note that with the exception of voter-
approved referendums, all other levy changes are generally the result of either legislative changes
which result'in increased taxes or the result of capital-related levies which is not available for general
operations of the District.

2003 2004 2005 2006 2007
Local Property Taxes $17,792,007 $18,488,591 $16,607,972 $12,546,224  $25,764,175
State Sources 60,364,303 56,722,521 59,523,945 67,614,167 68,290,486
Federal Sources 1,596,445 1,691,308 2,083,449 2,032,433 1,889,930
Other 2,589,490 2,145,322 3,901,026 3,722,728 3,563,394
Total Revenues $82,342,245  $79,047,742 $82,116,392  $85,915,552  $99,507,985
2003 2004 2005 2006 2007
Local Property Taxes 22% 23% 20% 15% 26%
State Sources 73% 72% 72% 79% 69%
Federal Sources 2% 2% 3% 2% 2%
Other 3% 3% 5% 4% 3%
Total Revenues 100% 1062 100% 100% 100%
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Expenditures Per Student
Expenditures per student (average daily membership) are summarized in the following graph.

General Fund Expenditures Per Student (Per ADM)

2007

2006

2005

2004

2003

$7,000 $7,500 $8,000 $8,500 $9,000 $9,500

2003 2004 2005 2006 2007

W General Fund - All | $8,232 | $7,865 | $8,612 | $8,691 | $9,234
Expenditures

General Fund expenditures for fiscal 2007 were $92,032,754 which represents an increase of
$6,652,625 or 7.8% from fiscal 2006.

The following schedule shows total expenditures of the General Fund by program type:

WAYZATA PUBLIC SCHOOLS
General Fund
% of Expenditures

100% - H -
9 9%

90% & % % 9%
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30% +— % et 46% 47% 49%
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B District & School Admin B District Support Services O Regular Instruction
OVocational Instruction B Special Education Instruction B Instructional Support Services
@ Pupil Support Services O Operations & Maintenance B Fixed Cost Prog & Debt Service
@ Capital Outlay
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Expenditures Per Student (Continued)
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WAYZATA PUBLIC SCHOOLS
General Fund
Expenditures by Function
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District & School Admin
District Support Services
Regular Instruction
Vocational Instruction

Special Education Instruction
Instructional Support Services
Pupil Support Services
Operations & Maintenance
Capital Outlay

Fixed Cost Prog & Debt Service
Total Expenditures

Salaries

Employee Benefits

Purchased Services

Supplies and Materials

Capital Expenditures

Other Expenditures
Total Expenditures

2003 2004 2005 2006
$ 2,913,717 $ 3,004,214 $ 3,098,903 $ 3,212,666 $ 3,400,679
3,225,611 3,118,392 3,414,628 3,670,312 4,019,941
40,247,200 36,818,249 38,555,114 39,982,100 44,808,912
628,944 552,176 751,596 705,369
10,270,350 10,679,661 11,566,284 12,636,066 13,315,819
6,137,942 6,079,368 5,675,656 6,197,509 7,003,890
5,941,347 6,407,440 6,849,023 7,619,936 8,347,354
6,514,523 6,890,531 7,272,144 7,337,607 7,823,675
2,911,515 2,395,172 6,124,600 3,649,451 2,215,203
302,648 370,560 323,624 369,113
$79,093,797 $76,315763 $83,631,572 $85,380,129  $92,032,754
The following chart summarizes District General Fund expenditures by object type.
2007 2006
Over
(Under)
Budget Actual Budget % Actual
$ 53,090,882 $ 54,638,762 $ 1,538,880 2.9% $ 47,569,207
17,207,144 16,305,104 (902,040)  -5.2% 15,943,404
15,684,016 15,551,010 (133,006)  -0.8% 14,473,446
3,229,390 3,199,795 (29,595)  -0.9% 3,626,110
3,206,890 2,215,203 (991,687)  -30.9% 3,649,451
1,687,672 122,880 (1,564,792)  -92.7% 118,511
$ 94,114,994 $ 92,032,754 $ (2,082,240)  -2.2% _$ 85,380,129
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General Fund Operations and Financial Position
The following table presents five years of comparative operating results for the District's General Fund.

Revenues
Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses):
Sale of Equipment Proceeds
Insurance Recovery Proceeds
Capital Lease Proceeds
Operating Transfers (Out)
Total Other Financing Sources (Uses)

Excess (Deficiency) of Revenues and
Other Financing Sources Over
Expenditures and Other Financing Uses

Fund Balance:
Beginning of Year

End of Year
Reserved and Designated Fund Balance

Unreserved-Undesignated Fund Balance
Total Fund Balance

Unreserved-Undesignated Fund Balance
as a Percentage of Expenditures

Year Ended June 30,

2003 2004 2005 2006 2007

$ 82342245  $ 79,047,742  $ 82,116,392  $ 85915552  $ 99,507,985
79,093,797 76,315,763 83,631,572 85,380,129 92,032,754
3,248,448 2,731,979 (1,515,180) 535,423 7,475,231

- - 1,380 3,844 1,096

- - 98,392 1,576 1,000

- 3,645,000 - 224,178 -

- (581,796) (328,204) (542,000) (5,814,349)

- 3,063,204 (228,432) (312,402) (5,812,253)

3,248,448 5,795,183 (1,743,612) 223,021 1,662,978
7,450,515 10,698,963 16,494,146 14,750,534 14,973,555

$ 10,698,963 $ 16,494,146  $ 14,750,534  $ 14,973,555  $ 16,636,533
$ 5164250 $ 9,794,662 $7,754,109 $8,238,432 $8,966,021
5,534,713 6,699,484 $6,996,425 $6,735,123 $7,670,512

$ 10,698,963  $ 16,494,146  $ 14,750,534  $ 14,973,555 $ 16,636,533
7.00% 8.78% 8.37% 7.89% 8.33%

The District's General Fund had an excess of revenues over expenditures and other financing uses of
$1,662,978 for fiscal 2007, bringing total fund balance to $16,636,533 at June 30, 2007. Total fund
balance includes a net of $6,992,775 in reserved accounts as prescribed by state statute plus an
additional $1,973,246 in designated accounts. That leaves an unreserved-undesignated fund balance

of $7,670,512 at year-end.
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Food Service Fund

The following chart reflects the growth of the food service program over the past five years:

Revenues
Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Fund Balance
Beginning of Year

End of Year

Lunches Served to Students

Revenue per Lunch Served

Year Ended June 30,

2003 2004 2005 2006 2007
$ 3,616,138 $ 3,896,461 $ 4,015,842 $ 4,378,522 4,570,136
3,522,257 4,192,288 3,876,502 4,278,633 4,943,844
93,881 (295,827) 139,340 99,889 (373,708)
1,057,751 1,151,632 855,805 995,145 1,095,034
$ 1,151,632 $ 855,805 $ 995,145 $ 1,095,034 721,326
818,778 861,792 901,896 954,697 962,001
$ 4.42 $ 4.52 $ 4.45 $ 4.59 4.75

Total expenditures exceeded total revenues by $373,708 in the District's Food Service Fund for 2007,
resulting in an ending fund balance of $721,326 at June 30, 2007. Total actual revenues were higher
than the budgeted amount by $258,726. Total expenditures were lower than the budgeted amount by
$339,804. The net impact of these variances,.in addition to equipment sale proceeds, was to increase
the fund balance of the Food Service Fund by $628,530 more than had been reflected in the final
amended budget. Approximately $250,000 relates to unspent capital outlay that had been budgeted for

fiscal 2007.

The following chart reflects the number and type of meals served to students over the past ten years:
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MEALS SERVED TO STUDENTS

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

Reduced Meals

19,528

20,009

20,194

20,791

21,821

21,388

25,103

25,574

33,946

30,651

Free Meals

40,447

47,107

46,068

41,375

55,391

71,321

86,277

96,712

117,570

139,269

Full-Price Meals

Total meals served

617,070
677,045

662,186
729,302

689,173
755,435

714,016
776,182

706,859
784,071

726,069
818,778

750,412
861,792

779,610
901,896

803,181
954,697

792,081

962,001

O Full-Price Meals B Free Meals OReduced Meals

21
(15)



Community Service Fund

The following table presents five years of comparative operating results for the District's Community

Service Fund:

Year Ended June 30,

2003 2004 2005 2006 2007
Revenues $ 4,820,528 $ 5,270,221 $ 5,593,845 $ 6,329,330 $ 6,582,985
Expenditures 4,966,775 5,056,930 5,707,625 6,064,317 6,493,431
Excess (Deficiency) of Revenues
Over (Under) Expenditures (146,247) 213,291 (113,780) 265,013 89,554
Fund Balance:
Beginning of Year 725,762 579,515 792,806 679,026 944,039
End of Year $ 579,515 $ 792,806 $ 679,026 $ 944,039 $ 1,033,593
Fund Balance
Reserved for Comm Educ $ 410,857 $ 619,023 $586,850 $877,131 $980,028
Reserved for ECFE 103,096 111,885 55,304 44,344 62,185
Reserved for School Readiness 27,743 21,767 25,595 2,242 197
Unreserved/Undesignated 37,819 40,131 11,277 20,322 (8,817)
Total Fund Balance $ 579,515 $ 792,806 $ 679,026 $ 944,039 $ 1,033,593

The District's Community Service Fund had an excess of revenues over expenditures of $89,554 for
fiscal 2007, bringing the combined fund balance to $1,033,593 at June 30, 2007. The fund balance
reserves for Community Ed, ECFE and school readiness are limited by statute to 25% of program
expenditures so it important to-continue monitoring those balances carefully to ensure that no funding is

lost for those programs.

Total revenues of the District's Community Service Fund for 2007 were $731,592 (or12.5%) higher than
the budgeted amount while total expenditures were over budget by $438,033 (or 7.2%). As a result,
total fund balance increased by $293,559 more than had been reflected in the budget.
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APPENDIX B

The table below reflects the comparative data available from the Minnesota Department of Education
for all expenditures incurred for the benefit of pre-elementary through secondary education, except
expendable trust fund activity.

Expenditures Per Student (ADM) Served

Seven-county ISD No. 284
Statewide Metro Area Wayzata
2006 2006 2005 2006 2007
District and School Admin and Support Services $ 719 $ 704 $668 $699 $741
Regular Instruction (including Co- & Extra-Curricular) 4,192 4,317 3,955 4,059 4,475
Vocational Instruction (Career & Technical) 136 130 77 72 68
Special Education Instruction 1,647 1,798 1,187 1,283 1,327
Instructional Support Services 410 465 582 629 699
Pupil Support Services (including Transportation) 749 812 703 774 834
Operations & Maintenance and Other 773 731 779 745 781
Total General Fund - Operating Portion 8,626 8,957 7,951 8,259 8,926
Food Service 397 396 390 434 494
Community Service 436 533 586 616 649
Capital Expenditure 420 389 733 370 221
Debt Service 1,083 1,165 1,204 1,331 1,814
Total Pre-K - 12 Expenditures $ 10,962 $ 11,440 $ 10,863 $ 11,010  $ 12,103
Percent Change from Prior Year 1.35% 9.92%

Source of Statewide and Seven-county Metro Area Data: School District Profiles published by the MN Dept of Education

District and school admin and support services - all costs related to providing administration to the District (school board, superintendent, principals, assistant
superintendents, directors of instructional areas, etc.) and all central office administration (business services, human resources, legal, data processing, other district-wide
support activities)

Regular instruction - includes all activities dealing directly with the teaching of pupils including co-curricular and extra-curricular activities and the interaction between
teachers and pupils in the classroom (excluding exceptional, vocational and community education instruction) and includes activities of aides or assistants of any type
(paraprofessionals, clerks, graders, etc.) who assist in the educational process, except spec ed aides

Vocational instruction - consists of costs related to courses .and activities which develop knowledge, skills, attitudes.and behavioral characteristics for students seeking
career exploration and employability

Special education instruction - consists of activities providing learning experiences for pupils of any age, who because of certain atypical characteristics or conditions, have
been identified as requiring, or who would benefit by, educational programs differentiated from those provided pupils in regular or vocational instruction

Instructional support services - activities for assisting instructional staff with content and process of providing learning experiences for pupils in K-12 (curriculum, staff dev,
educ media, libraries and media centers, etc.)

Pupil support services - all services to pupils not classified as instructional (counseling and guidance, health services, psychological services, social work, etc.)
Operations and maintenance - activities related to the operation, maintenance, repair and remodeling of all physical plant, facilities and grounds of the District

Food Service - all costs of the Food Service Fund

Community service - all costs of the Community Service Fund

Capital Expenditures - all capital expenditures charged to operating funds

Debt service - all Debt Service Fund costs (principal, interest and fiscal agent costs--excluding refunding bond payments)
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LEGISLATIVE ACTIVITY

The outcome of the 2007 Legislative session was somewhat surprising in that going into the session
there had been indications that agreement could be reached to provide meaningful improvement to the
basic formula. In the end, the basic formula was increased by only modest amounts but much needed
relief was provided for special education costs. But even that was not without a dark cloud since the
changes implemented mean that districts are entitled to more funding for special education, but the
inadequate appropriation will result in ever lower proration factors since the funding provided does not
cover what the new calculations show is owed.

Throughout the State, we’re continuing to see a significant increase in the'number of business manager
positions that either have changed over or will be changing over due to pending retirements,
movements between districts or just leaving positions for opportunities outside of K-12 public education.
These positions are often getting more and more difficult tofill with experienced personnel, yet
education funding and finance continues to get ever more complex. To alleviate the potential for
problems related to the turnover of key finance personnel, we continue to emphasize the importance of
appropriate financial planning and forecasting, the necessity for good budget development and
monitoring methodologies and the need for cash flow planning in response to the ongoing complexity of
education funding formulas, however, each of these areas should also include the involvement of
multiple personnel and board members and require appropriate documentation of underlying
assumptions and source documents.

What follows are some education-related highlights of recent legislative sessions as summarized from
information made available by the Minnesota Department of Education and the Minnesota House of
Representatives.

GENERAL EDUCATION

Formula Allowance
The 2007 Legislature increased the basic formula allowance by 2% (a $100 increase to $5,074 per
pupil unit) for fiscal year 2008, and an additional 1% (a $50 increase to $5,124 per pupil unit) for fiscal
year 2009 and later.

No changes were made in the calculation of adjusted marginal cost pupil units--grade level pupil unit
weightings.-and the 77% current year / 23% prior year marginal cost pupil unit calculations for declining
enroliment districts remain unchanged.

No changes were made in the linkage of other formulas to the general education formula:
compensatory, operating sparsity, transportation sparsity, PSEO, shared time, contract alternative,
nonpublic pupil, and tribal contract aids all continue to be calculated using the current formula
allowance, and thereby receive a 2% increase in fiscal 2008 and a 1% increase in fiscal 2009.
Extended time revenue, which is not linked to the formula, does not receive an inflationary increase,
and continues to be calculated using a formula allowance of $4,601.

Kindergarten Pupil Unit Weight

Beginning in fiscal 2008, the kindergarten pupil unit weight was increased from .557 to .612. The
increase of .055 in the weight is about 10% of what would be required to weight kindergarten students
at the same level as students in grade 1. The additional revenue generated by the pupil unit weight
increase is unrestricted general fund revenue, which may be used for any general education purpose,
including partial funding for full-day kindergarten programs.
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Gifted and Talented Revenue

The 2005 Legislature had created a new component of general education revenue called “gifted and
talented revenue.” The revenue was set equal to $4 times a district’s adjusted marginal cost pupil units
for fiscal year 2006 and $9 times a district’s adjusted marginal cost pupil units for fiscal year 2007 and
later. Beginning in fiscal 2008, gifted and talented revenue was increased from $9 to $12 times a
district’s adjusted marginal cost pupil units (AMCPU). Included was a provision requiring school districts
to adopt procedures for the academic acceleration of gifted and talented students.

Alternative Teacher Compensation (Q Comp) Revenue

The 2005 Legislature initiated the Quality Compensation for Teachers program (Q-comp). The Q Comp
program has five components: career ladders for teachers, job-embedded professional development,
instructional observations and standards-based assessments, measures to determine student growth,
and alternative teacher compensation or performance pay. Beginning in fiscal year 2006, school
districts, charter schools, and intermediate districts that had fully implemented an alternative teacher
professional pay system by October 1 of that school year were eligible for alternative teacher
compensation revenue.

For fiscal year 2006, the Q comp revenue and aid equaled $260 times the October 1 enroliment for the
previous fiscal year. For a district where only selected sites participated, the calculation was based on
the enrollment at those sites on October 1 of the previous fiscal year..For fiscal year 2007 and later, the
total alternative teacher compensation revenue remains $260 times the October 1 enrollment for the
previous fiscal year, but a portion of the revenue is funded with-an equalized local levy. No changes to
funding allocations were made by the 2007 Legislature for fiscal 2008-09. Beginning in fiscal 2010, the
basic Q Comp aid will be reduced from 73.1% to 65% of the total Q Comp revenue (from $190 per pupil
to $169 per pupil). Since the total Q comp revenue remains $260 per pupil, the equalized levy portion of
the revenue increases from $70 to $91 per pupil.

Equity Revenue

The 2005 Legislature also added new components to equity revenue. For fiscal 2006 and later, districts
with referendum revenue per Resident Marginal Cost Pupil Unit (RMCPU) less than 10% of the state
average receive additional revenue to bring the district up to the 10% level. However, a district cannot
receive more than $100,000 under this provision. Since the estimated state averages are $560 per
RMCPU for fiscal 2006 and $670 per RMCPU for fiscal 2007, a district with no referendum revenue
received an increase of $56 per RMCPU for fiscal 2006 and $67 per RMCPU for fiscal 2007 (not to
exceed $100,000 per year).

For fiscal 2006 and later, the equity revenue for metro districts, (excluding the revenue under the $46 /
$23 provision described below), was increased by 25%. For fiscal 2006 only, this component was
funded entirely with state aid. For fiscal 2007 and later, districts with referendum revenue per adjusted
marginal cost pupil unit (AMCPU) below the regional (metro or rural) 95th percentile received additional
equity revenue equal to $46 times the AMCPU, while districts with referendum revenue above the
regional 95th percentile received additional equity revenue equal to $23 times the AMCPU. Beginning
in fiscal 2008, the equity revenue was increased for districts with referendum allowances at or above
the 95th percentile from $23 to $46 per pupil unit, consistent with the amount that other districts receive
per pupil unit from this component of equity revenue.

Alternative Attendance Adjustment

Beginning in fiscal 2008, an additional alternative attendance adjustment was provided to districts
where the net open enroliment pupil units exceed 20% of the district’'s resident pupil units, and 50% or
fewer of open enrolled students are enrolled solely in on line learning. For qualifying districts, the
additional aid equals the first tier referendum equalization limit (currently $700) times the district’'s net
open enrollment pupil units times the lesser of 1 or the difference between (a) the ratio of the district's
net open enroliment pupil units to the district’s resident pupil units and (b) .2. Under this formula, a
district’s additional aid per pupil unit gradually increases as the ratio of the district's net open enrollment

pupil units to the district’s resident pupil units increases from .2 to 1.2, and then levels off at $700.
25
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County Apportionment Deduction for Wind Energy Tax Receipts

Beginning in fiscal 2009, school district receipts from the wind energy production tax is included in the
county apportionment deduction from general education aid. The county auditor will be required to
report the amount distributed to each school district on each settlement.

Uses of General Education Revenue

The 2007 Legislature clarified that a district may spend general education revenue for kindergarten and
prekindergarten programs. Since prekindergarten expenditures are accounted for in the Community
Service fund, school districts electing to spend general education revenue for prekindergarten
programs must transfer the amount to be expended for this purpose to the Community Service Fund.

Tax Base Replacement Aid
Beginning in fiscal 2008, tax base replacement aid will be rolled into general education aid, eliminating
the need for a separate state appropriation and a separate line on state aid payment reports.

Safe Schools Levy

Beginning with taxes payable in 2008, the safe schools levy was increased from $27 to $30 per
AMCPU, and allows school districts that are members of an intermediate district to levy $10 per
AMCPU, which must be transferred to the intermediate school district. The eligible uses of the safe
schools levy was expanded to include voluntary opt-in suicide prevention tools, and legislation clarified
that a school district may use safe schools levy revenue to pay- costs for licensed school counselors,
licensed school nurses, licensed school social workers, licensed school psychologists, and licensed
alcohol and chemical dependency counselors to help provide early responses to problems. The amount
of the safe schools levy money used for student. support services personnel must supplement and not
supplant other expenditures made by the school district for this purpose.

Learning Year Programs

Legislation clarified that learning year programs may_provide instruction on an extended year calendar,
and extended school day calendar, or both. Area learning centers are required to serve eligible
students enrolled in a district served by the center or a charter school within the geographic boundaries
of a district served by the center and a charter school can be a learning year site. Continual learning
plans must specify learning experiences necessary for grade progression. Learning year programs are
required to be approved biennially by the state to provide accelerated instruction that leads to early
graduation.

Special‘Education Maintenance of Effort — Coops

The reduction to general education aid for cooperatives that fail to maintain effort is required to be
apportioned among member school districts based on the individual district’'s shortfall in maintaining
effort. If the failure to maintain effort results from expenditures at the cooperative, the reduction must be
apportioned among the member districts based on the AMCPU of each district.

School Finance Reform Task Force
Establishes a new School Finance Reform Task Force with the following goals:

(1) creating a standard and index to ensure that the formula remains adequate over time;

(2) simplifying the remaining school formulas;

(3) analyzing categorical funding formulas, including but not limited to pupil transportation,
compensatory revenue, and limited English proficiency revenue;

(4) establishing a schedule for implementation of the other new formulas; and

(5) examining the role of the regional delivery structure including the functions performed by
intermediate school districts, service cooperatives, education districts, and other cooperative
organizations.
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The task force consists of nine members, including the Commissioner of Education, four members of
the Senate, and four members of the House. The task force must submit a report to the education
committees of the Legislature by January 15, 2008, describing the formula recommendations according
to the goals it has established. The $75,000 that had been appropriated to hire an independent
contractor to assist the task force was vetoed by the governor.

Election by Petition
Requires a petition to mandate a school election to contain the greater of 50 signatures of district voters
or 5 percent of the number of voters voting in the most recent school district general election.

Special Education

A significant share of the available funding that legislators added to K-12 public education as part of the
2007 legislative session was put into special education funding. The more significant of those changes
are as follows:

Regular and Transition-Disabled Aid

e Beginning in fiscal 2008, the special education-regular and transition-disabled aid formulas were
changed to calculate the aid using current year expenditures, instead of second prior year
expenditures adjusted for ADM change.

e Beginning in fiscal 2008, the statewide funding caps for special education-regular and transition-
disabled will be combined into one overall cap to ensure a uniform level of funding for
expenditures in both programs.

e Beginning in fiscal 2008, funding for.expansion of Part C services is included in the special
education-regular and excess cost aid formulas.

e The combined statewide cap for special education-regular and transition-disabled aid were set
at $694,063,000 for fiscal 2008, $719,470,000 for fiscal 2009, $735,693,000 for fiscal 2010, and
$786,586,000 for fiscal 2011. After adjusting for the roll-in" of transition-disabled aid and
categorical funding for expanded Part C services and ADM changes from year to year, the
imputed growth factors are 27.5% for fiscal 2008, 3.8% for fiscal 2009, 1.9% for fiscal 2010, and
6.6% for fiscal2011. Beginning in fiscal 2012, the growth factor for the statewide special
education-regular/transition disabled funding cap was set at 4.6% per year.

e Assuming a state average 4.5% annual increase in special education costs and a state average
7.8% annual increase. in special transportation costs, the statewide adjustment/proration factors
for special-education-regular funding are projected to be 89% for fiscal 2008 and 88% for fiscal
2009.

e _The deduction for other revenue used in calculating aid was updated for contracted placements.
The deduction is calculated using the resident district's average general education revenue,
excluding basic skills and Q Comp revenue, and referendum equalization aid per adjusted pupil
unit attributable to the pupil. This calculation was clarified to include students receiving special
education services who are residents of the state and are placed in a care and treatment facility
by court action in a state that does not have a reciprocity agreement with Minnesota (those who
also qualify for out-of-state tuition aid).

Special Education Excess Cost Aid

e Beginning in fiscal 2008, transition-disabled expenditures is included in calculating special
education excess cost aid.

e Beginning in fiscal 2008, the alternative excess cost aid formula is eliminated. This formula
provided funding for 70% of the difference between the increase in a district’'s unreimbursed
cost between the second prior year and the current year and 1.6% of the district’'s general
education revenue. This formula was no longer needed due to the use of current year data in
the special education-regular aid formula, which will make the excess cost id calculations more
stable and predictable. The remaining excess cost aid formula funds 75% of the unreimbursed
cost exceeding 4.36% of the district's general education revenue.
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It was clarified that special transportation expenses are included in excess cost aid calculations.
The statewide cap for special education excess cost aid was set at $110,641,000 for fiscal
2008, $110,918,000 for fiscal 2009, $110,847,000 for fiscal 2010, and $110,892,000 for fiscal
2011. After adjusting for the roll-in of categorical funding for expanded Part C services and ADM
changes from year to year, the imputed growth factors are 5.2% for fiscal 2008 and 0% for fiscal
2009-2011.

For fiscal 2012 and later, the growth factor for the statewide special education excess cost aid
cap was set at 2% per year.

Special Education Tuition Billing

The portions of general education revenue that are included in_special education tuition billing

calculations was clarified as follows:

- Referendum equalization aid is included, but not tax base replacement aid, because the
equalization aid follows the student while the tax base replacement aid stays with the
resident district.

- For students served under an agreement between boards, basic skills revenue and sparsity
revenue is excluded from the amount charged to the resident district, since these
components are paid directly to the servingdistrict.

- For students served under an agreement between boards, outside of the regular classroom
more than 60% of the school day, the portion of general education revenue which offsets
special education costs is calculated using the serving district's average basic skills and
sparsity revenue per pupil, and the resident district's average for other general education
revenue components.

- For students served by a coop without a fiscal agent school district, the general education
revenue and referendum equalization aid attributable to the student are calculated using the
resident district's average general education revenue and referendum equalization aid
excluding sparsity revenue.

Intermediate districts‘and cooperatives that received an exemption from uniform tuition billing in

fiscal 2007 are allowed to apply for a one-year extension of the exemption for fiscal 2008.

Districts are allowed to apply for a waiver to cover any remaining unreimbursed costs of serving

pupils with addisability in programs operated at residential facilities licensed by the Department

of Human Services or the Department of Corrections.

For fiscal 2007 only, a district or charter school not otherwise eligible for a waiver was allowed

to apply for.a waiver to cover any remaining unreimbursed costs of serving pupils with a

disability.

Litigation Costs; Annual Report

Districts are required to report their special education litigation costs to the department annually
through UFARS; requires the department to report on school district special education litigation
costs to the legislative education committees by January 15 of each year.

School Technology And Operating Capital Aid

All school districts qualify for one-time technology and operating capital aid equal to $40 for fiscal year
2008 and $55 for fiscal year 2009 per adjusted marginal cost pupil unit. The aid must be used only for
the purposes authorized for operating capital revenue in statute.

Equity in Telecommunications Access Aid

A one-time increase of $3.9 million in fiscal 2008 and $5.0 million in fiscal 2009 was provided over the
$3.75 million permanent funding base for the program to fully fund the estimated cost of the current
telecommunications access formula for the next two years. In the event that this increase is not
sufficient to fully fund the formula, the aid will be prorated.
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Job Zones, Debt Service Equalization, and Alternative Facilities Levies

JOBZ property was made exempt from all operating referendum levies (previously JOBZ property was
not exempt from pre-2004 operating referendum levies). This will simplify referendum aid and levy
calculations. The exemption of JOBZ property from non-bonded debt service levies was eliminated,
making JOBZ property subject to all debt service fund levies. This will simplify debt service aid and levy
calculations. The annual pay-as-you-go levies under the alternative facilities program was excluded
from debt service equalization, and includes these levies in the health & safety levy equalization
program. Since the annual pay-as—you-go alternative facilities levies are made in the General Fund of a
school district, and since JOBZ property is exempt from these levies, this will also help simplify school
district aid and levy calculations. The debt service equalization appropriation was set at $8,866,000 for
fiscal 2010 and at $6,631,000 for fiscal 2011. The state total debt equalization aid is declining annually
due to tax base growth and, in many districts, declining enrollment. Legislation proposed to increase
and index debt equalization was not enacted in 2007.

Capital Project Levy Referendum
Capital project levy referendum are limited to a term of not more than 10 years. Currently, there are no
capital project levy referendums in place that exceed the 10 year limit.

Cooperative Facilities Grants

The Cooperative Secondary Facilities Grant Act was. expanded to include elementary as well as
secondary facilities, and the title was changed to the “Cooperative Facilities Grant Act.” A school district
that has consolidated with another school district since July 1, 1980, was made eligible for the grant.
The maximum grant amount for new construction was increased from $5 million to $20 million and the
maximum grant amount for remodeling or improving an existing facility from $200,000 to $10 million. In
either case, the grant must not exceed 75% of the approved project costs. The minimum and maximum
district enrollment size criteria were eliminated for the program. The commissioner is required to award
grants first to districts that will close at lease ane existing school building. While criteria are changed for
future grants, no funds are appropriated for grants in the current biennium.

Minneapolis and St Paul Bonding

The authority of the Minneapolis school district to annually sell and issue building bonds in an amount
not to exceed $15 million per year was extended for 8 more years, through 2016, by two-thirds majority
of the school board without voter approval. The authority of the St. Paul School District to annually sell
and issue building bonds in an‘amount not to exceed $15 million per year was extended for 8 more
years, through 2016, by two-thirds majority of the school board without voter approval. The St. Paul
School District was granted explicit levy authority for the bonds issued under this provision.

Schoal Lunch Aid
Beginning in fiscal 2008, state school lunch aid was increased by 1.5 cents per meal served, from
10.5 cents to 12 cents.

Account transfer for Reorganizing School Districts

The consolidation statute was changed to allow the newly formed board of a consolidated school
district, by board resolution on or before August 30 of the year of the reorganization, to make
permanent transfers between funds or accounts of the consolidating districts, which is to be reported on
the affected districts’ audited financial statements for the year immediately preceding the consolidation.
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Elimination of Obsolete Reserve Accounts
A school board is required to eliminate reserve accounts in all areas where specific statutory authority
for the reserve no longer exists as of June 30, 2007.

¢ Requires any balance in the reserved for bus purchases account as of June 30, 2007 to be
transferred to the district’s reserved account for operating capital.
e Requires any balances in other obsolete general fund accounts as of June 30, 2007 to be
transferred to the school district's unreserved general fund balance.
o Allows a school board to replace any specific eliminated reserve account with a designated
account for that same program. Accounts eliminated include:
410 Unemployment Compensation
412 Bus Purchases
433 Student Transportation Safety
439 Graduation Standards
442 Class Size, All-Day K, and Special Ed Student-Instructor Ratio
443 Telecommunications Access Costs (Revenue is how paid on a reimbursement basis so
no reserve should exist.)

Compensatory Revenue Allocations

A district is authorized to reallocate the 5% of compensatory revenue not required to be allocated to the
site generating the revenue for compensatory education purposes at any grade level, including
students attending learning readiness or other prekindergarten programs. (Note: Since prekindergarten
expenditures are accounted for in the community service fund, school districts electing to spend a
portion of compensatory education revenue for prekindergarten programs must transfer the amount to
be allocated for this purpose to the community service fund.) A school district that opens or closes
school buildings, changes school attendance areas, or otherwise significantly changes its enrollment is
allowed to adjust the allocation of its compensatory revenue accordingly. A district reallocating
compensatory revenue under this provision is required to notify MDE of the adjustments, and requires
MDE to adjust its report on school district revenue allocations by building accordingly.

Levy authority for certain unfunded severance and retirement costs

A school district that has participated in the cooperative secondary facilities program is authorized to
levy for certain severance and retirement costs. Sets the maximum levy amount at $150,000 per year
for each of the-next 10 years, through taxes payable in 2017. The revenue received under this section
is requiredto be reserved and spent only for severance and retirement costs.

ECFE Revenue

Increases. the revenue for ECFE from $112 to $120 per child under age 5 residing in the district,
beginning in. FY 2008. This completes the restoration of the ECFE formula to the rate in effect before
reductions enacted during the 2003 legislative session.

Early Childhood and Family Education (ECFE) Levy

For fiscal 2009 only, the state total ECFE levy is reduced from $22,135,000 to $13,565,000. The
reduction in the ECFE levy offsets other areas in the E-12 Education Act where school levies are
increased, enabling the legislature to meet its target of zero growth over old law in state total school
levies for taxes payable in 2008. The state total ECFE levy returns to $22,135,000 for fiscal 2010.
Beginning with levies for fiscal 2011, a district is prohibited from certifying a levy for ECFE unless it has
met annual program data reporting and biennial plan requirements for the program.
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ECFE Use of Revenue Restricted

Up to 10 percent of ECFE program revenue from aid, levy and fees is allowed to be used for equipment
that is used in the ECFE program, which may include only the purchase or lease of computers and
related materials or instructional equipment. A district is allowed to exceed the 10% limitation in unusual
circumstances with prior written approval of the Commissioner.

ECFE Home Visiting Levy
A district must be eligible to levy for ECFE in order to qualify for the home visiting levy.

State Total Adult Basic Education Aid

Increases the state total adult basic education aid (before adjustments) from $37,673,000 in fiscal 2007
to $40,650,000 in fiscal 2008. The state total aid for later fiscal years is‘increased by 3% each year over
this higher base.

Adult Basic Education Program Aid Limit

The limit on total ABE aid per contact hour was increased from $21 to $22. The individual program
contact hour revenue cap was eliminated for fiscal 2008-only, and a new contact hour revenue cap of
the greater of 11% or $10,000 for fiscal 2009 and later was established.
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APPENDIX D

FORMAL REQUIRED COMMUNICATIONS

Board of Education
Independent School District No. 284
Wayzata Public Schools

We have audited the financial statements of Independent School District No. 284 (the District) as of and
for the year ended June 30, 2007, and have issued our report thereon dated December 4, 2007.
Professional standards require that we provide you with the following information related to our audit.

Our Responsibility Under U.S. Generally Accepted Auditing Standards and OMB Circular A-133
As stated in our engagement letter dated May 7, 2007, our responsibility, as described by professional
standards, is to plan and perform our audit to obtain reasonable, but not absolute, assurance about
whether the financial statements are free of material misstatement. Because of the concept of
reasonable assurance and because we did not perform a detailed examination of all transactions, there
is a risk that material errors, fraud, or other illegal acts may exist and not be detected by us.

In planning and performing our audit, we considered the District’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
general-purpose financial statements.and not to provide assurance on the internal control over financial
reporting. We also considered internal. control over compliance with requirements that could have a
direct and material effect on a major federal program in order to determine our auditing procedures for
the purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133.

As part of obtaining reasonable assurance about whether the District's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions. was not an objective of our audit. Also, in accordance with OMB Circular A-133, we
examined, on a test basis, evidence about the District's compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement applicable to each of its major federal programs for the purpose of expressing
an opinion on the District’'s compliance with those requirements. While our audit provides a reasonable
basis for our opinion, it does not provide a legal determination on the District’'s compliance with those
requirements.
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Board of Education
Independent School District No. 276
Minnetonka Public Schools

Other Information in Documents Containing Audited Financial Statements
We provide no opinion or assurance on any information prepared by management that accompanies
the District’s audited financial statements.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant.accounting policies used by
the District are described in Note 1 to the financial statements. We noted no transactions entered into
by the District during the year that were both significant and unusual,and of which, under professional
standards, we are required to inform you, or transactions for which there is a lack of authoritative
guidance or consensus.

Accounting Estimates and Management Judgments

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management's knowledge and experience about past and current events .and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their
significance to the financial statements and because of the possibility that future events affecting them
may differ significantly from those expected. The maost sensitive estimates affecting the financials
statements were:

Due from Minnesota Department of Education

Due from the Federal Government through the Minnesota Department of Education
Claims Incurred but Not Reported

Severance and Health Benefits Payable

Estimated Useful Lives of Depreciable Capital’ Assets

Management’'s estimate of Due from Minnesota Department of Education (MDE) is based on amounts
anticipated to be received from the /state for various aid entitlements for fiscal 2006-07. The most
significant of these is the aid portion of General education revenue. General education revenue and
certain other revenues are computed by applying. an allowance per student to the number of students
served by the District. Student attendance is accumulated in a statewide database — MARSS. Because
of the complexity of student accounting and because of certain enroliment options, student information
is input‘by other school districts and the MARSS data for fiscal year 2007 is not finalized until well into
fiscal year 2008. Beginning in fiscal 2007, MDE began calculating amounts owed to the District for
special education excess cost tuition billing and adding the amount to the District’s special education
aid. In prior. years, individual school districts handled the tuition billing calculation and process.
Because the tuition amounts are based on estimated information, final entittements are not expected to
be known until well into the' following fiscal year. Management expects any differences between
estimated and actual data will be insignificant.

Management’'s estimate of Due from the Federal Government through the Minnesota Department of
Education is based on expenditure data reported under federal programs by the District for
reimbursement from the Minnesota Department of Education.

Management’s estimate of Claims Incurred but Not Reported in its Self-Insurance Fund is based on
data reported to the District by the plan administrator.
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Board of Education
Independent School District No. 284
Wayzata Public Schools

Accounting Estimates and Management Judgments (Continued)

Management's estimate of Severance Benefits Payable is based on certain assumptions made by the
District. As required by GASB Statement No. 16, the District has recorded a long-term liability for
accumulated sick leave convertible to early retirement pay for which it is probable the employees will be
compensated. The “vesting method” used by the District to calculate this liability is based on
assumptions involving the probability of employees becoming eligible to receive the benefits (vesting),
the potential use of accumulated sick leave prior to termination, and the age at which such employees
are likely to retire.

Management’'s estimate of useful lives for depreciable assets is based on guidance recommended by
the Minnesota Department of Education. The useful life of a depreciable asset determines the amount
of depreciation that will be recorded in any given reporting period as well as the amount of accumulated
depreciation that is reported at the end of a reporting period.

We evaluated the key factors and assumptions used to develop the estimates noted above in
determining that they are reasonable in relation to the financial statements taken as a whole.

Audit Adjustments

For purposes of this letter, professional standards define a significant audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except through
our auditing procedures. These adjustments may include those proposed by us, but not recorded by the
District, which could potentially cause future financial statements to be materially misstated, even
though we have concluded that such adjustments are not material to the current financial statements.
We recognize that for management purposes, the District.maintains its accounting records primarily
using the cash basis during the year. There may be adjustments - which we propose while assisting your
finance staff in the closing of the year-end accounting records. These types of adjustments, if any, are
not considered to be “audit adjustments” for purposes of this communication.

Management did not identify and we did not notify them of any uncorrected financial statement
misstatements.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter,whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or
auditing matter that could be significant to the financial statements or the auditors' report. We are
pleased to report that no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters,. similar.to obtaining a "second opinion" on certain situations. If a consultation
involves application of an accounting principle to the District’s financial statements or a determination of
the type of auditor's opinion that may be expressed on those statements, our professional standards
require the consulting accountant to check with us to determine that the consultant has all the relevant
facts. To our knowledge, there were no such consultations with other accountants.
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Board of Education
Independent School District No. 284
Wayzata Public Schools

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the District’'s auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses
were not a condition to our retention.

Difficulties Encountered in Performing the Audit
There were no significant difficulties encountered by us in the course of perferming the audit.

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

LarsonAllen LLP

Minneapolis, Minnesota
December 4, 2007
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APPENDIX E

REPORT ON CONDENSED FINANCIAL STATEMENTS
INCLUDED HEREIN

Board of Education

Independent School District No. 284
Wayzata Public Schools

Wayzata, Minnesota

We have audited the financial statements of Independent'School District No. 284 (the District), as of
and for the years ended June 30, 2007, 2006, 2005, 2004, and 2003 (not presented herein). These
financial statements are the responsibility of the District's management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audits in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the.accounting. principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

The condensed Statements of Revenues, Expenditures and Changes in Fund Balance for the years
presented on pages 13, 14 and 15 are presented as a summary and therefore do not include all of the
disclosures required by U.S. generally accepted accounting principles.

In our opinion, because of the significance of the omission of the information referred to in the preceding
paragraph, the condensed financial statements referred to above do not present fairly, in conformity with
U.S. generally accepted accounting principles, the results of its operations for the years then ended.

This report is intended solely for the information and use of the School Board and management of the
District and is not intended to be and should not be used by anyone other than these specified parties.

LarsonAllen LLP

Minneapolis, Minnesota
December 4, 2007
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December 7, 2007

To: Citizens of the District
Board of Education
Robert J. Ostlund, Superintendent of Schools

INTRODUCTION

We respectfully submit the Comprehensive Annual FinancialReport of Independent School District
No. 284, Wayzata, Minnesota (the District) for the fiscal year.ended June 30, 2007. Responsibility for the
entire financial report rests with District management. The report contains all of the funds of the District in
conformity with accounting principles generally accepted in the United States of America (GAAP) for
defining the reporting entity.

The District implemented Statement No. 34 of the Governmental Accounting Standards Board (GASB)
entitled Basic Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments for the year ended June 30, 2003. This. standard, issued in June 1999, creates a new
reporting model of financial information-and disclosure, which represents a significant departure from
the previously used reporting model.. The reader will notice that the two main basic financial statements
created by this standard, the Statement of Net Assets and the Statement of Activities, do not contain
numerous columns for various funds that -have been seen in past governmental financial statements.
These two statements consolidate much of the information contained in fund-based financial
statements of the past into statements which tend to answer the question: “Is the District better or
worse off financially than it was in the previous year?” A comparison of net assets should help the
reader in answering that question.

Also required as a part of “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.

The Comprehensive Annual Financial Report is presented in three primary sections as follows:

* Introductory Section
* Financial Section
e Statistical Section

The introduction includes a list of Principal Officials, an organizational chart, and this transmittal letter.
The financial section includes the basic financial statements, individual fund statements and related
schedules. The Report of the Independent Certified Public Accountants is also included in the financial
section. Notes to the financial section are provided to enhance the reader’s understanding of Wayzata
Public Schools’ accounting policies and procedures. The statistical section includes selected financial
and general information presented on a multiyear comparative basis.
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ECONOMIC CONDITION AND OUTLOOK

The District is a public educational system serving a 38-square-mile area located in the western portion of
Hennepin County. District boundaries encompass either the entire geographic area or portions of the
communities of Wayzata, Plymouth, Minnetonka, Medicine Lake, Orono, Medina, Maple Grove, and
Corcoran.

Enrollment for the 2006-2007 school year was 9,967 pupils in adjusted average daily membership, which
represents an increase of 142 students from the prior year. Demographic forecasts indicate only modest
change in enrollment in the next few years. Projected enrollments for the near future per an independent
demographer hired by the District are:

Fiscal Year Enroliment
2008 9,954
2009 10,005
2010 10,008
2011 9,947

For 2006-2007, District facilities included seven elementary schools, three middle schools, a senior
high school, a district administration center, and a central service facility.

The tax base of the District increased 11.1 percent during the past year. The market value of all taxable
property in the district in 2006 was $9,932,205,357, compared to $8,926,736,715 in 2005.

The net tax capacity of the District for 2006 was $111,198,084, an increase of 11.3 percent over the 2005
value of $99,870,308. The adjusted net tax capacity, which is net tax capacity after adjustments by the
Minnesota Department of Revenue for sales/assessment ratios, was $127,228,929 in 2006, up from
$113,747,503 in 2005.

The state fiscal disparities law provides for' the pooling of 40 percent of all new commercial/industrial
property valuation added since 1971 in the seven-county Minneapolis-Saint Paul metropolitan area. The
pooled valuation is redistributed among the taxing jurisdictions according to population and a ratio
measuring relative fiscal capacity. Local tax rates reflect the net contribution/distribution of fiscal disparities
valuation. The District has been a net contributor to the fiscal disparities pool in recent years. The following
table displays the District's net valuation, contribution for the last ten years. The amount for 2002 was a
substantial reduction from previous years due to changes in property class rates made by the Legislature.

Tax Year Amount
1997 $10,320,407
1998 $10,287,454
1999 $10,929,130
2000 $11,695,017
2001 $12,979,629
2002 $ 8,490,062
2003 $ 9,580,309
2004 $ 9,531,729
2005 $ 9,061,471
2006 $ 8,772,387
2007 $ 9,731,937
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FINANCIAL INFORMATION

In developing and evaluating the District's accounting system, consideration is given to the adequacy of
internal accounting controls. These controls are designed to provide reasonable assurance regarding:
(1) the safeguarding of assets and (2) the reliability of financial records used in the preparation of financial
statements in conformity with GAAP. The concept of reasonable assurance recognizes that the costs of
internal control should not exceed the benefits likely to be derived and that the value of costs and benefits
requires estimates and judgments by management.

An annual budget is adopted by the Board of Education (the School Board) for the General, Special
Revenue, and Debt Service Funds. The Department of Finance and Business Services maintains
budgetary control. Management and the School Board review monthly reports.

The following tables present comparative revenues and other financing sources for the fiscal periods
2007 and 2006 for the Special Revenue, Capital Projects, and Debt Service Funds. The reader is
directed to the Management’s Discussion and Analysis report for a more in depth look at the General
Fund.

SPECIAL REVENUE FUND REVENUES
Fiscal Year 2007

Increase
Percent (Decrease)
Revenue Source Amount of Total Over FY 2006
Local Property Taxes $ 1,125,377 102%  $ 533,649
Other Local Revenue (Fees, Etc.) 5,192,371 46.7% 242,815
State Sources 421,842 3.8% (520,212)
Federal Sources 735,169 6.6% 114,387
Sales and Other Conversions of Assets 3,648,362 32.8% 46,130
Total $ 11,123,121 100.0%  $ 416,769

In Special Revenue Funds (Food Service.and Community Services Funds), revenue increased by
3.9 percent from the previous year. Food service program revenues increased by $163,114, primarily due
to increased sales to participants.

Community Education revenues increased by $253,655. $105,405 of this increase is due to growth in
revenue from school-aged childcare programs. Revenue for early childhood and family education
programs increased by $46,688.
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FINANCIAL INFORMATION (CONTINUED)

SPECIAL REVENUE FUND EXPENDITURES
Fiscal Year 2007

Increase
Percent (Decrease)
Expenditure Categories Amount of Total Over FY 2006
Pupil Support Services $ 4,188,001 36.6% $ 185,863
Community Education Services 6,419,017 56.1% 376,920
Capital 830,257 7.3% 531,542
Total $ 11,437,275 100.0% $ 1,094,325

Expenditures in the Food Service Fund increased by $655,211, due in large part to capital
expenditures. Community Services expenditures increased by $429,124 due in large part to increases
in school-aged childcare programs.

SPECIAL REVENUE FUND BALANCE
Fiscal Year 2007

Increase
FY 2007 FY 2006 (Decrease)
Fund Amount Amount Over FY 2006
Food Service Fund:
Unreserved - Undesignated $ 721,326 $ 1,095,034 $ (373,708)
Community Service Fund:
Reserved 1,042,410 923,717 118,693
Unreserved - Undesignated (8,817) 20,322 (29,139)
Subtotal -- Community Service Fund 1,033,593 944,039 89,554
Total $ 1,754,919 $ 2,039,073 $ (284,154)

The unreserved-undesignated fund balance in the Food Service fund declined by $373,708 from the
previous year due to planned expenditures for the replacement of the Central Middle School kitchen.
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FINANCIAL INFORMATION (CONTINUED)

CAPITAL PROJECTS FUND REVENUE
Fiscal Year 2007

Increase
Percent (Decrease)
Revenue Source Amount of Total Over FY 2006
Interest Income $ 35,446 100.0% $ 1,412
Other - 0.0% -
Total $ 35,446 100.0% $ 1,412

The only significant revenue activity in the Capital Projects Fund consists of interest income. In
addition, but not shown, is a permanent transfer of local property tax revenues from the General Fund
to the Capital Projects-Building Construction Fund for the alternative facilities program. For fiscal year
2006 the transfer was $542,000 and for fiscal year 2007 it was $1,429,400. A second transfer of
$4,252,373 was transferred from the General Fund to the Capital Projects Fund for the capital projects
(technology) levy. No additional bonds were sold to raise funds for capital projects in fiscal year 2007.

CAPITAL PROJECTS FUND EXPENDITURES
Fiscal Year 2007

Increase
Percent (Decrease)
Expenditure Categories Amount of Total Over FY 2006
Capital Expenditures $ 6,619,078 100% $ 5,220,552
CAPITAL PROJECTS FUND BALANCE
Fiscal Year 2007
Increase
FY 2007 FY 2006 (Decrease)
Fund Amount Amount Over FY 2006
Capital Projects Fund -
Reserved $ (1,036,240) $ (266,957) $ (769,283)

Expenditures totaled $6,619,078, which included $1,847,756 for indoor air quality projects under the
alternative facilities program. Capital projects (technology) levy expenditures were $4,394,986. The
remaining $376,336 in capital expenditures is for site and building improvements at various locations
including paving, masonry repairs, and field improvements, closing out the 1994 and 1998 bond issue

accounts.
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FINANCIAL INFORMATION (CONTINUED)

DEBT SERVICE FUND REVENUES
Fiscal Year 2007

Increase
Percent (Decrease)
Revenue Source Amount of Total Over FY 2006
Local Property Taxes $ 9,400,490 90.2% % (785,521)
Other Local and County 1,024,075 9.8% (335,827)
Total $ 10,424,565 100.0% $ (1,121,348)
DEBT SERVICE FUND EXPENDITURES
Fiscal Year 2007
Increase
Percent (Decrease)
Expenditure Categories Amount of Total Over FY 2006
Debt Service - Principal $ 5,655,000 50.8% % 145,000
Debt Service - Interest 5,464,395 49.2% (367,374)
Fiscal and Other Fixed Charges 6,505 0.1% 4,636
Total $ 11,125,900 100.1%  $ (217,738)

No new debt service obligations were incurred by the District in fiscal year 2007, and no bond
refundings occurred. The call date was reached on the series 1997A general obligation bond issue,
refunded in 2004, and a payment of $22,450,000 was made from escrow to repay the 1997A bonds.

DEBT SERVICE FUND BALANCE
Fiscal Year 2007

Increase
FY 2007 FY 2006 (Decrease)
Fund Amount Amount Over FY 2006
Debt Service Fund:
Reserved $ 6,844,131 $ 29,961,070 $ (23,116,939)
Unreserved - Designated 2,095,533 2,129,929 (34,396)
Total -- Debt Service Fund $ 8,939,664 $ 32,090,999 $ (23,151,335)
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DEBT ADMINISTRATION

At June 30, 2007, the District's bonded debt totaled $98,248,570. This figure, which includes interest, is the
amount which must be paid from current debt reserves and future tax levies. Under current state statutes,
the District's general obligation bonded debt issuances are subject to a legal limitation equal to 15 percent
of the indicated market value of all taxable property within the District. The District is well within its legal
authority for bonded debt, which is over $1.7 billion. No bonds were issued during fiscal year 2007.

Moody’s Investor's Service upgraded the District’s credit rating from Aa2 to Aal during fiscal year 2008.
The bond rating had been Aa2 throughout fiscal year 2007. The rating of Aal is the highest currently
awarded by Moody’s to school districts in the state of Minnesota.

CASH MANAGEMENT

The primary goal of the District's cash management program is to effectively manage cash so that day-to-
day operational needs are met in a timely manner and to invest any excess cash to earn the maximum
return while complying with statutory requirements. The district has the ability and the intent to hold
investments to maturity. Therefore, it intends to recover the cost of its investment portfolio, and does not
expect to realize any gain or loss from the market value adjustments included in the financial statements.
Substantially all of the District's investments, other than Internal Service Fund investments, are purchased
to mature in less than six months.

Investments may include certificates of deposit, government agency securities, demand deposits,
repurchase agreements, banker’'s acceptances, and commercial paper. The District is a participant in the
Minnesota School District Liquid Asset Fund Plus investment pool. In fiscal year 2002, the District began
investing moneys in the Internal Service Fund in.guaranteed investment contracts with life insurance
companies that met the rating requirements set forth in state law. The District earned net interest revenue
of $3,769,327 on investments in all funds.-for the year‘ended June 30, 2007. Accordingly, deposits were
either insured by federal depository insurance or collateralized in compliance with Minnesota Statutes.

RISK MANAGEMENT

The District is well aware of the importance of proper risk management. Currently, the District contracts
with third-party carriers for workers’ compensation and liability and personal property coverage. The
District has designated a portion of the General Fund balance to account for future reemployment
compensation liability. State law formerly required school districts to create a reserve for reemployment
moneys; currently a specific reserve is'not required, but the funds cannot be spent for any other purpose.

GASB STATEMENT NO. 34

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No. 34, Basic
Financial Statements and Management’s Discussion and Analysis - for State and Local Governments. This
statement took effect in the District for the reporting period ended June 30, 2003. GASB Statement No. 34
affects the presentation of the District’s annual financial report. The District is also required to utilize the
economic resources measurement focus and the accrual basis of accounting for purposes of presentation
in the Government-wide statement of net assets and statement of activities required by GASB Statement
No. 34.
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LOOKING FORWARD

The District's commitment to fiscal responsibility has enabled the District to maintain positive fund balance
reserves in recent years. Currently, the General Fund has an unappropriated fund balance of
approximately $9.4 million of which $2.0 million is designated for specific purposes.

On November 8, 2005, District voters approved two referenda to increase annual operating revenues.
Question One requested an increase in the excess referendum dollars that are authorized under state
statute. Question Two requested approval for a capital projects levy to cover technology costs for existing
and new services and equipment. The referendum levy is for a net amount of approximately $4.4 million in
fiscal year 2007, which will be adjusted for inflation (estimated at 3 percent) for future years. The capital
projects levy is a rate increase that raised $2 million in fiscal year 2007. Both new authorizations are for ten
years.

An indicator of continued financial health is the tremendous level of new private investment within the
District. The City of Plymouth is the largest municipality within the District and it is anticipated that the
commercial and residential growth of the Plymouth community, the largest city in the District, will continue
during the next decade. From 1990 to 2006, the population of Plymouth grew from 50,889 to an estimated
70,676, or 39 percent. In addition, in 2006, the market value of the District was $9,868,591,200, an
increase of more than $7.3 billion (390 percent) since 1990.-n the last year market values have grown
11.2 percent.

The 2007 legislature authorized an increase in the general education basic formula allowance of 2 percent
for fiscal year 2008 and 1 percent for fiscal year 2009. This formula provides nearly two-thirds of the
District’'s operating revenue. Some other revenue sources were enhanced, and some previous revenue
shortfalls were restored, particularly in the special education areas. The increased state support, combined
with the additional support approved by the voters, means the District’'s financial picture is stable. The
District was in a position to add more staff and programs in fiscal year 2007, reversing painful budget
reductions made in 2002-2003, and added a few mare expenditures for fiscal year 2008.

Below are some facts about the 2007-2008 budget:

e Student enrollment.is expected to remain stable

¢ The General Fund unreserved, undesignated balance at year-end is projected to be $7.7 million
(this figure adjusted for prepaid 2007-08 expenditures)

Revenues:

General Fund revenues were increased by approximately $12,461,000 to $95.1 million
Basic Formula is $5,074 for FY 2008, an increase of 2 percent

The referendum levy is $1,443.72 per pupil unit

General Fund revenue per pupil increased by $590 over the previous years

State special education aid is expected to be prorated so the district will receive about
89 percent of its full entitlement, at a cost of about $260,000, net of excess cost aid
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LOOKING FORWARD (CONTINUED)

Expenditures:

e General Fund expenditures increased by $2.7 million to $100.4 million

e $3.5 million was spent for class size reduction and other in-class, direct instructional services for
students
Capital projects (technology) levy continues at $4.5 million

e Alternative Compensation Plan spending is $2.6 million for staff development, peer coaching,
and performance bonuses for teachers

e Health insurance and dental insurance premiums were increased by 3.0 percent

Construction Projects:
e Central Middle School is in the second year of a four-year HVAC replacement project
Other:

e The District’'s budgeted expenditures are less than revenues for fiscal year 2008. The reason for
the difference is to build reserves for fiscal year 2009, when the formula allowance increase by
the legislature will be only 1 percent.

OTHER INFORMATION

State law requires an annual audit by independent certifiedpublic accountants. The accounting firm of
LarsonAllen, LLP was selected by the School Board to cenduct the annual audit. In addition to meeting
the requirements set forth in state law, the audit.also was designed to meet the requirements of the
federal Single Audit Act as amended in 1996 and the related Office of Management and Budget
Circular A-133, Audits of States, Local-Governments, and Non-Profit Organizations. The auditors’
report on the financial statements is included in the financial section of this report. The auditors’ reports
related specifically to the single audit are issued as a separate report which is available from the District
upon request.

This report has been prepared following guidelines recommended by the Association of School Business
Officials International (ASBO). for its Certificate. of Excellence in Financial Reporting program. Achieving
recognition by this program is.a clear indication of the District's establishment of high standards for
financial reporting. Independent School District No. 284 was awarded the ASBO Certificate of Excellence
in Financial Reporting for its 2006 Comprehensive Annual Financial Report. We believe our current report
continues to conform to ASBO'’s Certificate of Excellence program requirements.

We acknowledge the efforts of the entire accounting staff in providing complete and accurate data for this
2007 Comprehensive Annual Financial Report.

Respectfully submitted,

Sl SR

Alan R. Hopeman, Jr. G. William Rueber
Executive Director, Controller
Finance and Business Services
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WAYZATA PUBLIC SCHOOLS
INDEPENDENT SCHOOL DISTRICT NO. 284
CERTIFICATE OF EXCELLENCE IN FINANCIAL REPORTING
JUNE 30, 2007

o OF sCHOOL HUSINES
%\ INTERNATIONAL ﬂpp
] f{}

Thiz Certificate of Excellence in Financial Reporting is presented to
INDEPENDENT SCHOOL DISTRICT NO. 284

For its Comprehensive Annual Financial Report (CAFR)
For the Fiscal Year Ended June 30, 2006

Upon recommendation of the Association's Panel of Resiew which has judged that the Report
gubstantizlly conforms o principles and standards of ASBO's Cartificate of Excallence Program

o Nhoo 8 Vrgecns-

Preaident Exacufive Director
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LarsenAllen

CPAs, Consultants & Advisors
www.larsonallen.com

INDEPENDENT AUDITORS’ REPORT

Members of the Board of Education
Independent School District No. 284
Wayzata Public Schools

Wayzata, Minnesota

We have audited the accompanying financial statements of the governmental activities, each major
fund and the aggregate remaining fund information of Independent School District No. 284, Wayzata,
Minnesota as of and for the year ended June 30, 2007, which collectively comprise the District’s basic
financial statements as listed in the table of contents. These financial statements are the responsibility
of the District's management. Our responsibility is to express opinions on these financial statements
based on our audit. The prior year partial comparative information has been derived from the District's
2006 financial statements and, in our report dated November 17, 2006, we expressed ungualified
opinions on the respective financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information.

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 of material misstatement. An audit_includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements. referred to above, present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of Independent School District No. 284 as of June 30, 2007, and the
respective changes in financial position and cash flows, where applicable, thereof and the respective
budgetary comparison for General Fund and the Major Special Revenue Funds for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

The financial statements include partial prior-year comparative information. Such information does not
include all of the information required or sufficient detail to constitute a presentation in conformity with
U.S. generally accepted accounting principles. Accordingly, such information should be read in
conjunction with the District’s financial statements for the year ended June 30, 2006, from which such
partial information was derived.
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Board of Education
Independent School District No. 284
Wayzata Public Schools

In accordance with Government Auditing Standards, we have also issued our report dated December 4,
2007, on our consideration of the District's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of
our audit.

The management’s discussion and analysis as listed in the table of contents is not a required part of
the basic financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’'s basic financial statements. The individual fund statements and
schedules as listed in the table of contents as supplemental information are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The accompanying
Uniform Financial Accounting and Reporting ‘Standards. Compliance Table is presented as
supplemental information as required by the Minnesota Department of Education, and is also not a
required part of the basic financial statements of the District. The supplemental information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation.to the basic financial statements taken as a
whole.

The introductory and statistical sections listed.in the table of contents are presented for purposes of
additional analysis and are nota required part of the basic financial statements. This information has
not been subjected to the auditing procedures applied in the audit of the basic financial statements,
and, accordingly, we express no opinion on them.

LarsonAllen LLP

Minneapolis, Minnesota
December 4, 2007
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WAYZATA PUBLIC SCHOOLS
INDEPENDENT SCHOOL DISTRICT NO. 284
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2007

This section of Wayzata Public Schools — Independent School District 284’s annual financial report
presents our discussion and analysis of the District’s financial performance during the fiscal year that
ended on June 30, 2007. Please read it in conjunction with the District’s financial statements, which
immediately follow this section. The Management’s Discussion and Analysis (MD&A) is an element of
Required Supplementary Information specified in 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.

FINANCIAL HIGHLIGHTS
Key financial highlights for the 2006-2007 fiscal year include the following:

¢ Net assets increased by $9,097,135, or 25.6 percent over June 30, 2006.

e Overall General Fund revenues were $99,507,985 as compared to expenditures of
$92,032,754. Adding in a transfer of $5,814,349 to the capital projects fund brings total General
Fund expenditures plus transfers to $97,847,103.

e Total fund balance of the General Fund increased $1,662,978 from $14,973,555 in 2006 to
$16,636,533 in 2007, an increase of 11.1 percent. The undesignated portion of the unreserved
balance increased by $668,712 to $7,670,512, ‘which is 7.8 percent of the General Fund
expenditures. Unreserved, designated balances increased by $597,737. State-specified
reserves increased by $129,862.

e The District decreased its net outstanding bonds payable by $5,655,000 or 5.4 percent.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

e The first two statements are government-wide financial statements that 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.

e 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.

e 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.
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The financial statements also include notes that explain some of the information in the statements and
provide more detailed data.

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

Figure A-1
Annual Report Format
o B
Wanagement”s Basic Required
Desewsdcon Financial Supplementary
e Statements Information
o I
Government-Wide Fund %m
Financial Financial 7o the
Statements Statements 7 ol
Statements

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

Figure A-2. Major Features of the District's Government-wide and Fund Financial Statements

Type of Statements

Fund Statements

Government-wide

| Governmental Funds

Proprietary Funds

[ Fiduciary Funds

Scope

Entire Agency’s government
(except fiduciary funds)

and the Agency's component
units

| The activities of the district
| N

Ithat are not proprietary or
{fiduciary

T
|

| Activities the district

! Y .
operates similar to private
businesses: self insurance

| Instances in which the
{district is the trustee o
agent for someone else's
resources

Required financial
statements

+Stafement of nef assets

“+'Statement of activities

+Balance sheet

: expenditures and changes
in fund balances

| *Statement of revenues,

+ Statement of net assefs

: expenses and changes in
fund net assets

| *Statement of revenues,

+ Statement of cash flows

..jnetassets

+Statement of changes
in fiduciary net assets

Accounting basis
and measurement
focus

Accrual accounting and
economic resources focus

Modified accrual
Iaccounting and current
| financial resources focus

Accrual accounting and
economic resources focus

Accrual accounting and
economic resources focus

Type of
asset/liability
information

All assets and liabilities,
both financial and capital,
short-term and long-term

IOnIy assets expected to
be used up and liabilities
that come due during the
year or soon thereafter;
no capital assets included

I Al assets and liabilities,
both financial and capital,
and short-term and long-
term

All assets and liabilities,
both short-term and long-
term; the Agency's funds do
not currently contain

capital assets, although
ithey can

Type of
inflow/outflow
information

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

iRevenues for which cash
is received during or soon
after the end of the year;
expenditures when goods
or services have been
received and payment is
due during the year or
1soon thereafter

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

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

Government-Wide Statements

The government-wide statements report information about the District as a whole using accounting
methods similar to those used by private-sector companies. The statement of net assets includes all of
the District's assets and liabilities. All of the current year's revenues and expenses are accounted for in
the statement of activities regardless of'when cash is received or paid.

The two government-wide statements report the District’'s net assets and how they have changed. Net
assets — the difference between the District's assets and liabilities — is one way to measure the
District’s financial health or position.

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

e To assess the overall health of the District one must consider additional non-financial factors
such as changes in the District’'s property tax base and the condition of school buildings and
other facilities.
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In the government-wide financial statements the District’s activities are shown in one category:

Governmental Activities — Most of the District’'s basic services are included here, such as
regular and special education, transportation, administration, food services, and community
education. Property taxes and state aids finance most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the District's funds — focusing on
its most significant or “major” funds — not 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:

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

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

The District has three kinds of funds:

Governmental Funds — Most of the District’s basic services are included in governmental funds,
which generally focus on (1) how cash and other financial assets that can readily be converted
to cash flow in and out and (2) the balances left"at year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that helps
to determine whether there are more or fewer financial resources that can be spent in the near
future to finance the District's programs. Because this information does not encompass the
additional long-term focus of the government-wide statements, we provide additional information
at the bottom of the governmental funds statements that explains the relationship (or
differences) between them.

Internal Service Funds — Used 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
self-insurance of health and dental benefits, various early retirement benefit packages for
employee groups, and post-retirement health care benefits. Internally such activity is maintained
separately in nine separate funds, which are combined into one for state reporting purposes.

Fiduciary Funds — The District is the trustee, or fiduciary, for assets that belong to others, such
as the scholarship funds. 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.
All of the District’s fiduciary activities are reported in a separate statement of fiduciary net assets
and a statement of changes in fiduciary net assets. We exclude these activities from the
government-wide financial statements because the District cannot use these assets to finance
its operations.
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FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Net Assets
The District's combined net assets were $44,630,887 on June 30, 2007. This was an improvement of
25.6 percent from the prior year (see Table A-1).

Table A-1
The District's Net Assets
Governmental Activities Percentage
2007 2006 Change
Current and Other Assets $ 111,001,690 $ 127,717,401 -13.1%
Capital and Non-Current Assets 105,595,970 105,759,388 -0.2%
Total Assets 216,597,660 233,476,789 -71.2%
Current Liabilities 62,102,006 75,925,614 -18.2%
Long-Term Liabilities 109,864,767 122,017,423 -10.0%
Total Liabilities 171,966,773 197,943,037 -13.1%
Net Assets:
Invested in Capital Assets
Net of Related Debt 24,230,861 19,216,157 26.1%
Restricted 9,178,609 8,901,995 3.1%
Unrestricted 11,221,417 7,415,600 51.3%
Total Net Assets $ 44,630,887 $ 35,533,752 25.6%

The District’'s financial position improved with a netasset increase of $9.1 million from 2006 to 2007.
Following are some of the highlights-of that net change:

a)

b)

Total assets decreased $16.9 million of which the Current and Other Assets portion had a net
decrease of $16.7 million with the balance of $.2 million relating to Capital and Non-Current
Assets. Within the Current and Other Asset portion $22.8 million in funds held in escrow was
used to pay off the 1997A Series Bonds. There was also an increase in Cash/Investments of
$5.1 million.

Total liabilities decreased nearly $26 million, which was a combination of 1) increases in current
liabilities not related to long-term debt of $1.5 million (of which $1.8 was related to an increase
in deferred property taxes with a reduction in other current liabilities of $.3 million), 2) and an
overall net decrease in long-term debt of nearly $26 million of which $22.8 million was due to
the payoff of the 1997A Series bonds. Over all long term debt is decreasing with larger shifts
from payments due beyond one year to payments due within one year as a result of the
accelerated payments scheduled within the debt instruments.
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Changes in Net Assets

The District’s total revenues were $122,575,034 for the year ended June 30, 2007. Property taxes and
state aid accounted for 77 percent of total revenue for the year (see Figure A-3). Another 18 percent
came from program revenues and the remainder from other general revenues and investment earnings.

Table A-2
Change in Net Assets

Governmental Activities for the

Fiscal Year Ended June 30, Total %
2007 2006 Change
Revenues
Program Revenues
Charges for Services $ 9,610,864 $ 10,411,494 -7.7%
Operating Grants and Contributions 11,125,983 10,570,586 5.3%
Capital Grants and Contributions 1,926,042 846,206 127.6%
General Revenues
Property Taxes 36,410,874 23,357,885 55.9%
Unrestricted State Aid 58,435,400 60,024,649 -2.6%
Investment Earnings 3,755,010 3,473,080 8.1%
Other 1,916,319 987,862 94.0%
Total Revenues 123,180,492 109,671,762
Expenses
Administration 4,103,763 3,529,662 16.3%
District Support Services 4,125,666 3,853,703 7.1%
Regular Instruction 42,200,859 41,370,121 2.0%
Vocational Education Instruction 706,799 738,649 -4.3%
Special Education Instruction 13,359,698 12,692,016 5.3%
Instructional Support Services 7,934,974 7,110,721 11.6%
Pupil Support Services 8,382,286 7,675,585 9.2%
Sites and Buildings 16,834,354 11,514,298 46.2%
Fiscal and Other Fixed Cost Programs 401,698 354,942 13.2%
Food Service 5,033,179 4,298,997 17.1%
Community Service 6,516,455 6,086,765 7.1%
Unallocated - Depreciation 128,798 106,602 20.8%
Interest and Fiscal Charges on Long-Term
Liabilities 4,354,828 5,219,563 -16.6%
Total Expenses 114,083,357 104,551,624 9.1%
Increase in Net Assets 9,097,135 5,120,138
Beginning Net Assets 35,533,752 30,413,614
Ending Net Assets $ 44,630,887 $ 35,533,752

The total cost of all programs and services excluding interest and fiscal charges was $109.1 million.
Total revenues surpassed expenses, increasing net assets $9,097,135 over last year.
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The cost of all governmental activities this year was $113,477,899.

e Some of the cost was paid by the users of the District's programs ($9,610,864).
e Federal, state and local governments subsidized certain programs with grants and contributions

($13,052,025).

e Other District revenues included a total of $36,410,874 in property taxes and $58,435,400 of
unrestricted federal and state aid. Property tax revenue was $13,052,989 more than in fiscal
year 2006, but $5,123,054 of this increase is due to changes in the state-required property tax
recognition shift, not to an actual increase in taxes. The actual increase in tax revenue was

$7,929,935.

Figure A-3 Sources of District's Revenues for Fiscal 2007
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Figure A-4 District Expenses for Fiscal 2007
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Typically the District does not include in an analysis of government-wide activities a breakout of
expenses as depicted in Figure A-3. To do so distorts the latitude available to the District to allocate
resources to instruction. All governmental funds includes not only funds received for the general
operation of the district, which are used for classroom instruction, but also includes resources from the
entrepreneurial-type funds of Food Service and Community Education, and from resources for debt
service transactions. Funding for the general operation of the District is controlled by the state and the
District does not have the latitude to allocate money received in Food Service or Community Education
or for debt service to enhance classroom instruction resources. The above graph, by pooling all
expenditures, implies that the District can spend any of its funds for classroom instruction. In
Minnesota, that is simply not the case. A more accurate analysis of resources allocated to instruction
should be limited to an analysis of resources received for the general operation of the District. That
analysis would show that 64 percent of those resources are spent directly on instruction.

Table A-3
Program Expenses and Net Cost of Services

Total Cost of Services Percentage Net Cost of Services Percentage
2007 2006 Change 2007 2006 Change
Administration $ 4,103,763 $ 3,529,662 16:3% $ 4,103,763 $ 3,529,662 16.3%
District Support Services 4,125,666 3,853,703 7.1% 4,125,666 3,853,703 7.1%
Regular Instruction 42,200,859 41,370,121 2.0% 34,797,067 33,886,047 2.7%
Vocational Education Instruction 706,799 738,649 -4.3% 586,187 738,649 -20.6%
Special Education Instruction 13,359,698 12,692,016 5.3% 11,469,768 10,673,134 7.5%
Instructional Support Services 7,934,974 7,110,721 11.6% 7,846,535 7,109,043 10.4%
Pupil Support Services 8,382,286 7,675,585 9.2% 6,836,908 6,491,555 5.3%
Sites and Buildings 16,834,354 11,514,298 46.2% 14,497,374 10,327,184 40.4%
Fiscal and Other Fixed Cost Programs 401,698 354,942 13.2% 401,698 354,942 13.2%
Food Service 5,033,179 4,298,997 17.1% 501,804 (14,546) -3549.8%
Community Service 6,516,455 6,086,765 7.1% 1,770,072 447,800 295.3%
Unallocated - Depreciation 128,798 106,602 20.8% 128,798 106,602 20.8%
Interest and Fiscal Charges on Long-Term
Liabilities 4,354,828 5,219,563 -16.6% 4,354,828 5,219,563 -16.6%
Total $ 114,083,357 $ 104,551,624 9.1% $ 91,420,468 $ 82,723,338 10.5%

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

This portion of management’s discussion. and analysis will refer to the District's funds, which are
summarized on page 32. The financial performance of the District as a whole is reflected in its
governmental funds as well. As the District completed the year, its governmental funds reported a
combined fund balance of $26,294,876, which was $22,541,794 below last year’s ending fund balance
of $48,836,670. The combined fund balance decline is chiefly due to the fact that $22,450,000 was paid
from an escrow account to refund bonds that became callable in fiscal year 2007.

Revenues for the District's governmental funds were $121,091,117, while total expenditures were
$121,215,007.

General Fund

The General Fund includes the primary operations of the District in providing educational services to
students from kindergarten through grade 12, including pupil transportation activities and capital outlay
projects.
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General Fund (Continued)

The majority of General Fund operational revenue is controlled by a complex set of state funding
formulas. This includes a general education revenue formula based on enrollment and special
education state aid based upon a cost reimbursement model providing approximately half of special
education personnel expenditures. State law also strictly restricts the amount of operating revenue a
district can collect from property taxes.

Enrollment

Enrollment is a critical factor in determining revenue. The following chart shows that the number of
students has consistently increased over the last seven years.

Table A-4

Enrollment Trend
Average Daily Membership (ADM)

Table A-4
2001 2002 2003 2004 2005 2006 2007
Reg K, Pre-K & KH 711 643 677 691 694 707 709
Elementary 4,339 4,399 4,351 4,374 4,349 4,330 4,368
Secondary 4,407 4,541 4,593 4,641 4,667 4,788 4,890
Total Students for Aid 9,457 9,583 9,621 9,706 9,710 9,825 9,967
Percent Change 2.37% 1.33% 0.40% 0.88% 0.04% 1.18% 1.45%
WAYZATA PUBLIC SCHOOLS
Student Enrollment (in ADM's)
10,500
9,000
7,500
6,000
4,500
3,000
1,500
0 T T T T T
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Over the last six years, the District has experienced increases in average daily membership of 510
students or 5.4 percent. The District continues to attract non-resident students through open enroliment
programs due to the District’'s fine record of student performance. Clearly, however, enrollment has
leveled off, and projected total enroliments for the next five years show little change from year to year.
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The following schedule presents a summary of General Fund Revenues.

Table A-5
General Fund Revenues
Year Ended Change
June 30, June 30, Increase
Fund 2007 2006 (Decrease) Percent
Local Sources:

Property Taxes $ 25,764,175 $ 12,546,224 $ 13,217,951 105.4%
Earnings on Investments 735,965 740,035 (4,070) -0.5%
Other 2,827,429 2,982,693 (155,264) -5.2%

State Sources 68,290,486 67,614,167 676,319 1.0%
Federal Sources 1,889,930 2,032,433 (142,503) -7.0%
Total General Fund Revenue $ 99,507,985 $ 85,915,552  $ 13,592,433 15.8%

Total General Fund Revenue increased by $13,592,433 or 15.8 percent from the previous year. Year to
year comparisons are extremely difficult in this area because of some recent legislative changes. For
fiscal year 2006, a “property tax shift” adjustment was required, which moved revenue from state aid to
local property tax. After fiscal year 2006, this property tax shift adjustment was reduced to zero by the
Legislature. This resulted in a tax shift in fiscal year 2006 of $4,569,183 -- added to state aid revenue,
and subtracted from property tax revenue. This shift did not occur in fiscal year 2007.

For a valid companion between fiscal year 2007 and fiscal year 2006 General Fund property tax and
state aid revenues, the amount of $4,569,183 must be added to fiscal year 2006 property tax revenue,
and subtracted from fiscal year 2006 state aid.. After making this neutral adjustment, property tax
revenue in fiscal year 2007 increased by $8,648,768. The primary components of this tax increase are:

Increase in the referendum levy of $5,114,181

Increase in the capital projects (technology) levy of $2,222,635

Levy of $677,789 for the new Alternative Compensation program

Change in source of operating capital revenue due to state law change with substantially more
of this revenue coming from property taxes than in the past. This levy increased by $1,077,601

State sources increased by $5.2 million after adjusting fiscal year 2006 for the property tax shift. This
was due to a 4 percent increase in the general education basic aid formula, increased enrollment, and
other factors.
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The following schedule presents a summary of General Fund Expenditures.

Table A-6
General Fund Expenditures
Year Ended
Amount of Percent
June 30, June 30, Increase Increase
2007 2006 (Decrease) (Decrease)
Salaries $ 54,638,762 $ 47,569,207 $ 7,069,555 14.9%
Employee Benefits 16,305,104 15,943,404 361,700 2.3%
Purchased Services 15,551,010 14,473,446 1,077,564 7.4%
Supplies and Materials 3,199,795 3,626,110 (426,315) -11.8%
Capital Expenditures 2,215,203 3,649,451 (1,434,248) -39.3%
Other Expenditures 122,880 118,511 4,369 3.7%
Total Expenditures $ 92,032,754 $ 85,380,129 $ 6,652,625 7.8%

Total General Fund Expenditures increased by $6,652,625 or 7.8 percent from the previous year.
Salaries increased by $7,069,555 over the previous year, or 14.9 percent, and benefits by $361,700.
with the approval of a referendum levy increase in the fall of 2005, the Board of Education approved
program additions of $4.4 million, most of which was for salaries and benefits for new positions. Nearly
$2.7 million was budgeted for class size reduction alone. Average class sizes were reduced by 3
students in elementary schools, 4 students in middle schools, and 4.5 students in the high school.

In addition to the General Fund Expenditures shown in Table A-6, the amount of $5,814,349 was
transferred to the Capital Projects/Building Construction Fund. This included the technology levy of
$4,252,373; the rest is for alternative Facilities projects (health and safety improvements costing over
$500,000).

In 2006-07, General Fund revenues and transfers were greater than expenditures by $1,660,882. After
deducting statutory reserves; the unreserved-undesignated fund balance increased from $5,606,020 at
June 30, 2006 to $7,430,835 at June 30, 2007. However, a true measure of the amount available for
expenditure subsequent to June 30, 2006 should also add prepaid items of $239,677, so the
unreserved-undesignated amount available is $7,670,512. The comparable figure for 2005-06 was
$6,735,123.

Unreserved-undesignated fund balance is the single best measure of overall financial health. The
unreserved-undesignated fund balance (including prepaid items) of $7,670,512 at June 30, 2007
represents 8.3 percent of annual expenditures. The District has had a Board approved fund balance
policy in place since 1988 requiring that an unreserved balance in the General Fund with a minimum of
5 to 7 percent of the previous year’s expenditures be maintained, although that policy was temporarily
suspended during the period of state revenue shortfalls beginning in 2002-03. The fund balance
currently is slightly above the policy minimum specifications. The 2007-08 budget anticipates that the
fund balance will remain stable.
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General Fund Budgetary Highlights
Following approval of the budget prior to the beginning of the fiscal year, the District revises the annual
operating budget in mid-year. These budget amendments typically fall into two categories:

¢ Implementing budgets for specially funded projects, which include both federal and state grants
and reinstating unexpended funds being carried over, and budgeting for expenditure changes.

e Legislation that passes subsequent to budget adoption, changes necessitated by collective
bargaining agreements, and increases in appropriations for significant unbudgeted costs.

General Fund revenue was $1,681,034 over budget, a variance of 1.72 percent. The largest single
component of this increased revenue was general education aid which was $682,215 more than
budgeted. At year-end, the District had 98 more pupils in weighted average daily membership than had
been budgeted, and this brought additional general education aid. Much of the increase was in
enrollment outside of the normal school day/school classroom, such as summer school.

Other revenue receipts exceeding budget included:

e Additional desegregation transportation aid of $243,500. This aid is driven by expenditures, with
the State paying virtually all additional cost.

e Special education aid of $135,000 over budget

¢ Nonpublic transportation aid of $80,000 over budget

e Other local revenue of $435,000 over budget, from a wide variety of sources
e Interest income of $72,000 over budget

Total General Fund expenditures were $2,082,240 below budget for a 2.2 percent variance. The single
largest component of this is school carryover; the District's budget practice is to allow schools to carry
over unspent balances to the next fiscal year. The 'unspent, carried over amount for fiscal year 2007
that was included in the budget is $1,175,303.

Operating capital expenditures were under budget by $850,000. In large part this is because $376,000
of budgeting operating capital expenditures were paid using unspent bond money and interest in the
Capital Projects/Construction Fund. Textbook expenditures in operating capital were $140,000 under
budget. Also, operating capital moneys of $325,000 were allocated to the roof reserve and not spent.

Other expenditure differences include:

e Expenditures under budget for legal services of $139,000

o Staff development expenditures $166,000 below budget, which is added to the staff
development reserve
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Capital Project and Debt Service Funds

The Capital Projects - Building Construction Fund is used to account for money carried forward from
the 1994 and 1998 bond issues. At the beginning of fiscal year 2007, a total of $8,968 remained from
the 1998 bond issue, and $331,922 from the 1994 bond issue. These funds were fully expended in
fiscal year 2007.

This fund also includes “alternative facilities” moneys—formerly health and safety projects over
$500,000 for which there is separate levy authority.

State accounting rules also require that revenue from the Capital Projects (Technology) Levy be
accounted for in this fund. Approximately $4.25 million was transferred from the General Fund for this
purpose and expended from the Capital Projects — Building Construction Fund.

In the Debt Service Fund, expenditures and other financing uses exceeded revenues and other
financing sources by $23,151,335 in 2006-07. The expenditures included $22,450,000 paid from the
refunding bond trust account to repay refunded bonds that were called on February 1, 2007. The
remaining fund balance of $8,939,664 at June 30, 2007 consists of $6,894,131 that is reserved for
future bond refundings and $2,095,533 which is available for meeting future debt service obligations.

Other Major Funds
Expenditures exceeded revenues in the Food Service Fund by $373,708 and in the Community
Education Fund revenues exceeded expenditures by $89,554.

From the standpoint of maintaining current operating expenditures within the range of annual revenue
and maintaining a sound fund balance, both the Community Service and Food Service Funds continue
to operate on a sound financial basis.

Internal Service Fund
Proprietary funds such as the Internal Service Fund use the same basis of accounting as business-type
activities; therefore, these statements will.essentially match the information provided in statements for
the District as a whole.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

By the end of 2007, the District had invested slightly more than $163 million in a broad range of capital
assets, including school buildings, athletic facilities, computer and audio-visual equipment, and
administrative offices (see Table A-7). (More detailed information about capital assets can be found in
Note 4 to the financial statements.) Total depreciation expense for the year exceeded $4.2 million.

Table A-7
The District's Capital Assets
Percentage

2007 2006 Change
Land $ 8,054,939 $ 8,054,939 0.0%
Construction in Progress 964,556 1,330,761 -27.5%
Land Improvements 7,516,654 7,141,116 5.3%
Buildings and Improvements 136,509,910 132,580,341 3.0%
Equipment 10,161,715 10,040,925 1.2%
Less: Accumulated Depreciation (57,611,804) (53,388,694) 7.9%
Total $ 105,595,970 $ 105,759,388 -0.2%

Construction — Next Five Years

A 1998 bond referendum authorized the issuance of $18.5 million in bonds for technology and deferred
maintenance. The projects funded with those. bonds cleared a substantial backlog of deferred
maintenance needs. The primary current needs of the District are to upgrade HVAC systems in
buildings to meet 21st century ventilation.standards. The District has completed HVAC upgrades at its
elementary schools, and has begun work at Central Middle School. One wing or area at Central Middle
School will have its HVAC system «enovated for each of the next three years; one wing was completed
in 2007.

The District has purchasedland for a nhew elementary school to accommodate enrollment growth, but at
this point there are no immediate plans to proceed.

The District is currently planning a three-classroom addition at Oakwood Elementary to accommodate
growth in regular and special education enrollments.
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Long-Term Liabilities

At year-end, the District had $82,760,000 in general obligation bonds, a decrease of 25.4 percent from
last year — as shown in Note 5 to the financial statements. This large reduction is explained by the
payment of $22,450,000 from escrow to refund a bond issue. In fiscal year 2007, The Early Retirement
Incentive pay is included in Retirement Benefits Payable. The sum of those two items increased by
$1.6 million, or 4.2 percent.

Table A-8
The District's Long-Term Liabilities
Percentage

2007 2006 Change
General Obligation Bonds $ 82,760,000 $ 110,865,000 -25.4%
Net Bond Premium and Discount 1,722,142 2,058,898 -16.4%
Obligations Under Capital Leases 3,000,000 3,474,453 -13.7%

Retirement Benefits Payable 39,728,675 36,887,820 7.7%
Early Retirement Incentive Pay - 1,522,026 -100.0%

Compensated Absences Payable 499,709 461,726 8.2%
Total $ 127,710,526 $ 155,269,923 -17.7%

FACTORS BEARING ON THE DISTRICT'S FUTURE

With the exception of the voter-approved excess operating referendum, the District is dependent on the
State of Minnesota for the bulk of its revenue authority: State funds provide over 72 percent of the
district's general fund revenue. After several years of state revenue shortfalls, the economy has
improved and state revenues have stabilized. The 2005 Legislature enacted significant increase in
school district revenues, from both state and local tax sources. Added to revenue from a referendum
levy and capital projects levy for technology. that were approved by the District's voters in 2005, the
District’s financial picture is optimistic. Previous budget cuts have been restored for fiscal year 2007
and significant program improvements implemented, chiefly class size reduction and instructional
improvements. Also the District has implemented a state-approved alternative compensation plan for
teachers, with a performance pay component and a significant staff development element.

Bond Ratings

The District’'s bonds presently
carry a Moody's “Aal” rating.
Only 3 other Minnesota School
districts share this rating, which is
the highest Moody’s has assigned

The District will strive to maintain its long-standing 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 our citizens, taxpayers,
customers, and 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 284, District Administrative Office, P.O.
Box 660, Wayzata, Minnesota 55391-0660.
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to any school district in this state.

Limitations on Debt

The state limits the amount of
general obligation debt the
District can issue to 15 percent of
the assessed value of all taxable
property within the District. Our
outstanding debt is significantly
below this limit which is
currently well over $1.7 billion.
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WAYZATA PUBLIC SCHOOLS

INDEPENDENT SCHOOL DISTRICT NO. 284

STATEMENT OF NET ASSETS
JUNE 30, 2007

(WITH COMPARATIVE DATA AS OF JUNE 30, 2006)

ASSETS
Cash and Investments
Cash and Investments Held by Trustee
Receivables:
Property Taxes
Other Governments
Other
Prepaid Items
Inventories
Bond Issuance Costs, Net
Capital Assets:
Land and Construction in Progress
Other Capital Assets, Net of Depreciation

Total Assets

LIABILITIES
Salaries and Compensated Absences Payable
Accounts and Contracts Payable
Accrued Interest
Due to Other Governmental Units
Deferred Revenue:
Property Taxes
Local Sources
Long-Term Liabilities:
Portion Due Within One Year
Portion Due in More Than One Year

Total Liabilities

NET ASSETS

Invested in Capital Assets, Net of Related Debt

Restricted for:
General Fund Operating Capital Purposes
General Fund State-Mandated Reserves
Food Service
Community Service
Debt Service

Unrestricted

Total Net Assets

See accompanying Notes to Basic Financial Statements.
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Governmental Activities

2007 2006
70,072,448 $ 64,989,611
8,143,697 30,901,926
19,821,707 18,945,610
10,305,844 9,701,069
1,910,363 1,698,163
254,734 1,139,883
183,755 180,132
309,142 161,007
9,019,495 9,385,700
96,576,475 96,373,688
216,597,660 233,476,789
1,995,823 1,352,622
3,310,597 3,285,230
1,685,361 2,329,385
1,103,030 1,193,627
35,207,668 33,369,069
953,769 1,143,180
17,845,758 33,252,501
109,864,767 122,017,423
171,966,773 197,943,037
24,230,861 19,216,157
4,335,529 4,064,220
2,657,246 2,798,702
721,326 1,095,034
1,033,593 944,039
430,915 -
11,221,417 7,415,600
44,630,887 $ 35,533,752




WAYZATA PUBLIC SCHOOLS
INDEPENDENT SCHOOL DISTRICT NO. 284
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2007
(WITH COMPARATIVE DATA FOR THE YEAR ENDED JUNE 30, 2006)

2007 2006
Net (Expense) Net (Expense)
Revenue and Revenue and
Changes in Changes in
Program Revenues Net Assets Net Assets
Operating Capital Total Total
Charges for Grants and Grants and Governmental Governmental
Functions Expenses Services Contributions Contributions Activities Activities
Governmental Activities
Administration $ 4,103,763 $ - $ - $ - $ (4,103,763) $ (3,529,662)
District Support Services 4,125,666 - - - (4,125,666) (3,853,703)
Regular Instruction 42,200,859 1,058,116 6,345,676 - (34,797,067) (33,886,047)
Vocational Education Instruction 706,799 - 120,612 - (586,187) (738,649)
Special Education Instruction 13,359,698 - 1,889,930 - (11,469,768) (10,673,134)
Instructional Support Services 7,934,974 886 87,553 - (7,846,535) (7,109,043)
Pupil Support Services 8,382,286 - 1,545,378 - (6,836,908) (6,491,555)
Sites and Buildings 16,834,354 410,631 307 1,926,042 (14,497,374) (10,327,184)
Fiscal and Other Fixed Cost Programs 401,698 - - - (401,698) (354,942)
Food Service 5,033,179 3,694,472 836,903 - (501,804) 14,546
Community Service 6,516,455 4,446,759 299,624 - (1,770,072) (447,800)
Interest and Fiscal Charges on
Long-Term Liabilities 4,354,828 - - - (4,354,828) (5,219,563)
Unallocated - Depreciation 128,798 - - - (128,798) (106,602)
Total School District $ 114,083,357 $ 9,610,864 $ 11,125,983 $ 1,926,042 (91,420,468) (82,723,338)
General Revenues
Property Taxes Levied for:
General Purposes 25,849,960 12,564,471
Community Service 1,129,124 592,589
Debt Service 9,431,790 10,200,825
State Aid Not Restricted to Specific Purposes 58,435,400 60,024,649
Earnings on Investments 3,755,010 3,473,080
Gain on Sale of Fixed Assets 22,495 -
Miscellaneous 1,893,824 987,862
Total General Revenues 100,517,603 87,843,476
Change in Net Assets 9,097,135 5,120,138
Net Assets - Beginning 35,533,752 30,413,614
Net Assets - Ending $ 44,630,887 $ 35,533,752
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WAYZATA PUBLIC SCHOOLS
INDEPENDENT SCHOOL DISTRICT NO. 284
GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2007
(WITH COMPARATIVE DATA AS OF JUNE 30, 2006)

Major Funds

Capital
Projects - Total Governmental
Food Community Building Debt Funds
General Service Service Construction Service 2007 2006
ASSETS
Cash and Investments $ 19,325,027 $ 777,730 $ 2,433,453 $ - $ 6,811,122 $ 29,347,332 $ 27,602,938
Cash and Investments Held by Trustee 1,405,972 - - - 6,737,725 8,143,697 30,901,926
Receivables:
Current Property Taxes 13,869,718 - 680,204 - 4,958,716 19,508,638 18,764,388
Delinquent Property Taxes 214,260 - 11,330 - 87,479 313,069 181,222
Due from Other Minnesota School Districts 480,537 - 130,097 - - 610,634 951,690
Due from Minnesota Department of Education 8,673,695 74 22,438 - 17,177 8,713,384 7,187,675
Due from Federal through Minnesota Department
of Education 871,148 - - - - 871,148 1,361,547
Due from Federal Government Received Directly - - - - - - -
Due from Other Governmental Units 110,678 - - - - 110,678 200,157
Other Receivables 762,448 753 61,142 130 106,406 930,879 722,707
Due from Other Funds 400,999 - - - - 400,999 306,133
Prepaid Items 239,677 4,810 3,996 6,251 - 254,734 1,139,883
Inventory 96,818 86,937 - - - 183,755 180,132
Total Assets $ 46,450,977 $ 870,304 $ 3,342,660 $ 6,381 $ 18,718,625 $ 69,388,947 $ 89,500,398
LIABILITIES AND FUND BALANCE
Liabilities:
Salaries and Compensated Absences Payable $ 382,745 $ 162 $ < 133,960 $ 5,488 $ - $ 522,355 $ 247,477
Payroll Deductions and Employer Contributions Payable 1,435,406 - 30,150 7,912 - 1,473,468 1,105,145
Accounts and Contracts Payable 2,487,207 19,467 85,570 628,222 - 3,220,466 3,207,613
Due to Other Governmental Units 1,040,935 < 62,095 - - 1,103,030 1,193,627
Due to Other Funds - - - 400,999 - 400,999 306,133
Accrued Interest Payable 8,686 - - - - 8,686 8,686
Deferred Revenue:
Property Taxes Levied for Subsequent Year 24,182,716 - 1,305,558 - 9,719,394 35,207,668 33,369,069
Delinquent Property Taxes 136,039 - 8,024 - 59,567 203,630 82,798
Local Sources 140,710 129,349 683,710 - - 953,769 1,143,180
Total Liabilities 29,814,444 148,978 2,309,067 1,042,621 9,778,961 43,094,071 40,663,728
Fund Balance:
Reserved for:
Staff Development 1,129,002 - - - - 1,129,002 963,236
Down Payment Levy - - - - - - 132,576
Cooperative Revenue 250,000 - - - - 250,000 250,000
Unemployment Compensation - - - - - - 480,254
Learning and Development 334,807 - - - - 334,807 546,943
Area Learning Center 154,238 - - - - 154,238 71,220
Basic Skills Programs 359,043 - - - - 359,043 255,437
Health and Safety 328,177 - - - - 328,177 26,932
Operating Capital 4,385,529 - - - - 4,335,529 4,064,221
Disabled Accessibility 7,452 - - - - 7,452 7,452
Career and Technical Programs 55,642 - - - - 55,642 64,652
Safe Schools Levy 38,885 - - - - 38,885 -
Prepaid Items 239,677 - - - - 239,677 1,129,103
Community Education Programs - - 980,028 - - 980,028 877,131
Early Childhood and Family Educations Programs - - 62,185 - - 62,185 44,344
School Readiness - - 197 - - 197 2,242
Bond Refundings - - - - 6,844,131 6,844,131 29,961,070
Unreserved:
Designated for:
Dome Escrow 371,773 - - - - 371,773 370,695
Re-Employment Insurance 426,160 - - - - 426,160 -
Site Carryover 1,175,313 - - - - 1,175,313 1,004,814
Undesignated, Reported In:
General Fund 7,430,835 - - - - 7,430,835 5,606,020
Capital Projects Fund - - - (1,036,240) - (1,036,240) (266,957)
Debt Service Fund - - - - 2,095,533 2,095,533 2,129,929
Special Revenue Funds - 721,326 (8,817) - - 712,509 1,115,356
Total Fund Balance 16,636,533 721,326 1,033,593 (1,036,240) 8,939,664 26,294,876 48,836,670
Total Liabilities and Fund
Balance $ 46,450,977 $ 870,304 $ 3,342,660 $ 6,381 $ 18,718,625 $ 69,388,947 $ 89,500,398
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WAYZATA PUBLIC SCHOOLS
INDEPENDENT SCHOOL DISTRICT NO. 284
GOVERNMENTAL FUNDS
RECONCILIATION OF THE BALANCE SHEET TO THE STATEMENT OF NET ASSETS
JUNE 30, 2007
(WITH COMPARATIVE DATA AS OF JUNE 30, 2006)

2007 2006
Total Fund Balance for Governmental Funds $ 26,294,876 $ 48,836,670
Total net assets reported for governmental activities in the statement of net assets is different because:
Capital assets used in governmental funds are not financial resources and, therefore, are not reported
in the funds. Those assets consist of:
Land 8,054,939 8,054,939
Construction in Progress 964,556 1,330,761
Land Improvements, Net of Accumulated Depreciation 3,988,752 3,987,899
Buildings and Improvements, Net of Accumulated Depreciation 90,561,216 90,085,336
Equipment, Net of Accumulated Depreciation 2,026,507 2,300,453
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 revenue in the
funds. 203,630 82,798
Interest on long-term debt is not accrued in governmental funds, but rather is recognized as an
expenditure when due. (1,676,675) (2,320,699)
Bond issuance costs are reported as expenditures in the governmental funds. 309,142 161,007
Internal service funds are used by management to charge the costs of health and dental insurance
services to individual funds. The assets and liabilities of the internal service funds are included in
governmental activities in the statement of net assets. Internalservice fund net assets at year-end are: 1,885,795 1,396,692
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 assets. Balances at year-end are:
Bonds Payable (82,760,000) (110,865,000)
Unamortized Premiums (2,078,645) (2,451,174)
Unamortized Discounts 356,503 392,276
Obligations Under Capital Leases (3,000,000) (3,474,453)
Early Retirement Incentive Benefits Payable - (1,522,026)
Compensated Absences Payable (499,709) (461,726)
Total Net Assets of Governmental Activities $ 44,630,887 $ 35,533,753
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE

REVENUES
Local Sources:
Property Taxes
Earnings on Investments
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 Cost 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)
Proceeds from Sale of Equipment
Insurance Recovery Proceeds
Capital Leases Proceeds
Payment to Refunded Bond Escrow Agent
Transfers In
Transfers Out

Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balances - Beginning
Fund Balances - Ending

WAYZATA PUBLIC SCHOOLS

GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2007
(WITH COMPARATIVE DATA FOR THE YEAR ENDED JUNE 30, 2006)

INDEPENDENT SCHOOL DISTRICT NO. 284

Major Funds
Capital
Projects - Total Governmental
Food Community Building Debt Funds

General Service Service Construction Service 2007 2006
$ 25,764,175 $ - $ 1,125,377 $ - $ 9,400,490 $ 36,290,042 $ 23,323,963
735,965 54,285 132,684 35,446 851,582 1,809,962 2,038,666
2,827,429 3,648,948 5,004,816 - - 11,481,193 11,397,781
68,290,486 101,734 320,108 - 172,493 68,884,821 68,788,226
1,889,930 735,169 - - - 2,625,099 2,653,215
99,507,985 4,540,136 6,582,985 35,446 10,424,565 121,091,117 108,201,851
3,400,679 - - - - 3,400,679 3,212,666
4,019,941 - - - - 4,019,941 3,670,312
44,808,912 - - - - 44,808,912 39,982,100
682,739 - - - - 682,739 705,369
13,315,819 - - - - 13,315,819 12,636,066
7,003,890 - P - - 7,003,890 6,197,509
8,347,354 - - - - 8,347,354 7,619,936
7,823,675 - - - - 7,823,675 7,337,607
401,698 - - - - 401,698 354,942
- 4,188,001 - - - 4,188,001 4,002,138
- - 6,419,017 = - 6,419,017 6,042,097
2,215,203 755,843 74,414 6,619,078 - 9,664,538 5,346,692
- - - - 5,655,000 5,655,000 5,510,000
12,844 - : - 5,470,900 5,483,744 5,847,809
92,032,754 4,943,844 6,493,431 6,619,078 11,125,900 121,215,007 108,465,243
7,475,231 (403,708) 89,554 (6,583,632) (701,335) (123,890) (263,392)
1,096 30,000 - - - 31,096 5,344
1,000 - - - - 1,000 1,576
- - - - - - 224,178
- - - - (22,450,000) (22,450,000) -
- - - 5,814,349 - 5,814,349 542,000
(5,814,349) - - - - (5,814,349) (542,000)
(5,812,253) 30,000 - 5,814,349 (22,450,000) (22,417,904) 231,098
1,662,978 (373,708) 89,554 (769,283) (23,151,335) (22,541,794) (32,294)
14,973,555 1,095,034 944,039 (266,957) 32,090,999 48,836,670 48,868,964
$ 16,636,533 $ 721,326 $ 1,033,593 $ (1,036,240) $ 8,939,664 $ 26,294,876 $ 48,836,670

78

See accompanying Notes to Basic Financial Statements.

(34)



WAYZATA PUBLIC SCHOOLS
INDEPENDENT SCHOOL DISTRICT NO. 284
GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGE IN FUND BALANCE
YEAR ENDED JUNE 30, 2007
(WITH COMPARATIVE DATA FOR THE YEAR ENDED JUNE 30, 2006)

2007 2006
Net Change in Fund Balance-Total Governmental Funds $ (22,541,794) $ (32,294)
Amounts reported for governmental activities in the statement of activities are different because:
Governmental funds report capital outlays as expenditures. However, in the statement of activities, assets with an
initial, individual cost of more than $5,000 are capitalized and the cost is allocated over their estimated useful lives
and reported as depreciation expense. This is the amount by which capital outlays exceeded depreciation in the
current period.
Capital Outlays 4,091,654 2,885,939
Gain (Loss) on Disposal of Capital Assets (8,601) (6,001)
Depreciation Expense (4,246,471) (4,459,607)
Some capital asset additions are financed through capital leases. In governmental funds, a capital lease
arrangement is considered a source of financing, but in the statement of net assets, the lease obligation is reported
as a liability. Repayment of capital lease principal is an expenditure in the governmental funds; but repayment
reduces the lease obligation in the statement of net assets.
Other Financing Source - Capital Lease - (224,179)
Change in Accrued Interest Expense - Capital Leases 31,810 2,666
Principal Payments - Capital Leases 474,453 394,725
The governmental funds report bond proceeds as financing sources, while repayment of bond principal is reported as
an expenditure. In the statement of net assets, 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 issuance costs and 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 in the treatment of general obligation bonds and related items is as follows:
Bond Issuance Costs 148,136 161,007
Repayment of Bond Principal 28,105,000 5,510,000
Change in Accrued Interest Expense - General Obligation Bonds 612,214 127,817
Amortization of Bond Premium 372,529 372,529
Amortization of Bond Discount (35,773) (35,773)
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. 120,832 33,922
In the statement of activities, certain operating expenses - severance 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). 1,484,043 (521,808)
Internal service funds are used by the District to charge the costs of employee health and dental benefits to individual
funds. The net revenue of the internal service funds is reported with governmental activities. 489,103 911,195
Change in Net Assets of Governmental Activities $ 9,097,135 $ 5,120,138
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WAYZATA PUBLIC SCHOOLS
INDEPENDENT SCHOOL DISTRICT NO. 284
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE

BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2007

Over
(Under)
Budgeted Amounts Actual Final
Original Final Amounts Budget
REVENUES
Local Sources:
Property Taxes $ 26,339,096 $ 25,898,850 $ 25,764,175 $ (134,675)
Earnings on Investments 400,000 664,000 735,965 71,965
Other 2,549,414 2,762,972 2,827,429 64,457
State Sources 66,140,433 66,524,435 68,290,486 1,766,051
Federal Sources 1,926,074 1,976,694 1,889,930 (86,764)
Total Revenues 97,355,017 97,826,951 99,507,985 1,681,034
EXPENDITURES
Current:
Administration 3,324,073 4,006,053 3,400,679 (605,374)
District Support Services 3,520,022 3,437,987 4,019,941 581,954
Elementary and Secondary Regular Instruction 45,237,994 46,106,495 44,808,912 (1,297,583)
Vocational Education Instruction 792,710 816,049 682,739 (133,310)
Special Education Instruction 12,453,612 12,688,070 13,315,819 627,749
Instructional Support Services 7,275,784 7,466,124 7,003,890 (462,234)
Pupil Support Services 8,076,211 8,172,966 8,347,354 174,388
Sites and Buildings 7,689,129 7,723,918 7,823,675 99,757
Fiscal and Other Fixed Cost Programs 1,124,522 490,442 401,698 (88,744)
Capital Outlay 3,181,966 3,206,890 2,215,203 (991,687)
Debt Service:
Interest and Fiscal Charges - - 12,844 12,844
Total Expenditures 92,676,023 94,114,994 92,032,754 (2,082,240)
Excess (Deficiency) of Revenues
Over (Under) Expenditures 4,678,994 3,711,957 7,475,231 3,763,274
OTHER FINANCING SOURCES(USES)
Proceeds from Sale of Equipment 5,000 5,000 1,096 (3,904)
Insurance Recovery Proceeds - - 1,000 1,000
Transfers Out (5,681,773) (5,814,349) (5,814,349) -
Total Other Financing Sources (Uses) (5,676,773) (5,809,349) (5,812,253) (2,904)
Net Change in Fund Balance $ (997,779) % (2,097,392) 1,662,978 $ 3,760,370
FUND BALANCE
Beginning of Year 14,973,555
End of Year $ 16,636,533
80
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WAYZATA PUBLIC SCHOOLS

INDEPENDENT SCHOOL DISTRICT NO. 284

MAJOR FOOD SERVICE FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE
BUDGET AND ACTUAL

YEAR ENDED JUNE 30, 2007

Over
(Under)
Budgeted Amounts Actual Final
Original Final Amounts Budget
REVENUES
Local Sources:
Earnings on Investments $ - $ - $ 54,285 $ 54,285
Other - Primarily Meal Sales 3,597,057 3,594,057 3,648,948 54,891
State Sources 92,455 92,455 101,734 9,279
Federal Sources 594,898 594,898 735,169 140,271
Total Revenues 4,284,410 4,281,410 4,540,136 258,726
EXPENDITURES

Current:

Food Service 4,279,947 4,282,947 4,188,001 (94,946)

Capital Outlay 1,000,701 1,000,701 755,843 (244,858)

Total Expenditures 5,280,648 5,283,648 4,943,844 (339,804)
Excess (Deficiency) of Revenues

Over (Under) Expenditures (996,238) (1,002,238) (403,708) 598,530
OTHER FINANCING SOURCES (USES)

Proceeds from Sale of Equipment - - 30,000 30,000
Net Change in Fund Balance $  (996,238) $ (1,002,238) (373,708) $ 628,530
FUND BALANCE

Beginning of Year 1,095,034

End of Year $ 721,326
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WAYZATA PUBLIC SCHOOLS

INDEPENDENT SCHOOL DISTRICT NO. 284
MAJOR COMMUNITY SERVICE FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE
BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2007

Over
(Under)
Budgeted Amounts Actual Final
Original Final Amounts Budget
REVENUES
Local Sources:
Property Taxes $ 1,118,818 $ 1,118,818 $ 1,125,377 $ 6,559
Earnings on Investments 44,700 44,700 132,684 87,984
Other - Primarily Tuition and Fees 4,356,438 4,404,797 5,004,816 600,019
State Sources 283,078 283,078 320,108 37,030
Total Revenues 5,803,034 5,851,393 6,582,985 731,592
EXPENDITURES
Current:
Community Service 5,992,688 6,041,047 6,419,017 377,970
Capital Outlay 14,351 14,351 74,414 60,063
Total Expenditures 6,007,039 6,055,398 6,493,431 438,033
Excess of Revenues Over
Expenditures $ (204,005). <$ (204,005) 89,554 $ 293,559
FUND BALANCE
Beginning of Year 944,039
End of Year $ 1,033,593
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WAYZATA PUBLIC SCHOOLS

INDEPENDENT SCHOOL DISTRICT NO. 284

PROPRIETARY FUND
INTERNAL SERVICE FUND
STATEMENT OF NET ASSETS
JUNE 30, 2007

(WITH COMPARATIVE DATA AS OF JUNE 30, 2006)

ASSETS
Current Assets:
Cash and Investments
Accounts Receivable

Total Current Assets

LIABILITIES
Current Liabilities:
Accounts Payable
Noncurrent Liabilities:
Claims Payable for Health and De