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INDEPENDENT AUDITOR’S REPORT 

To the Board of Education 
Southern Minnesota Special Education Consortium #6083 
Adams, Minnesota  

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities and the major fund of the 
Southern Minnesota Special Education Consortium #6083, Adams, Minnesota as of and for the year ended June 30, 
2016, which collectively comprise the District’s basic financial statements and the related notes to the financial statement 
as listed in the table of contents.  

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the 
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial 
position of the governmental activities, and the major fund of the Southern Minnesota Special Education Consortium 
#6083, Adams, Minnesota as of June 30, 2016, and the respective changes in financial position and budgetary 
comparison for the General Fund for the year then ended in accordance with accounting principles generally accepted 
in the United States of America. 
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Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s Discussion and 
Analysis on pages 4 through 7 and the required supplementary information as listed in the table of contents be presented 
to supplement the basic financial statements. Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting 
for placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about the methods of preparing 
the information and comparing the information for consistency with management’s response to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not 
express an opinion or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.  
 
Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the 
District’s basic financial statements. The introductory section, supplementary information, and Uniform Financial 
Accounting and Reporting Standards Compliance Table are presented for purposes of additional analysis and are not a 
required part of the basic financial statements.  
 
The supplementary information and Uniform Financial Accounting and Reporting Standards Compliance Table are the 
responsibility of management and were derived from and relate directly to the underlying accounting and other records 
used to prepare the basic financial statements. Such information has been subjected to the auditing procedures applied 
in the audit of the basic financial statements and certain addition procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial statements or to 
the basic financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, the supplementary information and Uniform Financial 
Accounting and Reporting Standards Compliance Table are fairly stated, in all material respects, in relation to the basic 
financial statements as a whole.   
 
The introductory section has not been subjected to the auditing procedures applied in the audit of the basic financial 
statements and, accordingly, we do not express an opinion or provide any assurance on it. 
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Report on Summarized Comparative Information 
 
The financial statements include partial prior year comparative information. Such information does not include all of 
the information required to constitute a presentation in accordance with accounting principles generally accepted in 
the United States of America. Accordingly, such information should be read in conjunction with the District’s financial 
statement for the year ended June 30, 2015, from which such partial information was derived. 
 
We have previously audited the District’s 2015 financial statements and our report, dated November 5, 2015, 
expressed unmodified opinions on the respective financial statements of the governmental activities, each major fund 
and the aggregate remaining fund information. In our opinion, the summarized comparative information presented 
herein as of and for the year ended June 30, 2015, is consistent, in all material respects, with the audited financial 
statements from which it has been derived. 
 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated November 30, 2016, on 
our consideration of the District’s internal control over financial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is 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 in considering the District’s 
internal control over financial reporting and compliance. 

 
Rochester, Minnesota 
November 30, 2016 
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This section of the Southern Minnesota Special Education Consortium’s annual financial report presents our 
discussion and analysis of the Consortium’s financial performance during the fiscal year that ended on June 30, 2016. 
Please read it in conjunction with the Consortium’s financial statements, which immediately follow this section. 
 
Overview of Southern Minnesota Special Education Consortium Services 
 
The Southern Minnesota Special Education Consortium delivers services through a cooperative concept of efficiency 
and economy while preserving local autonomy.  All of the educational services are provided to its member districts on 
a collective and/or individual basis within the framework of policies and joint powers agreement set by the organization 
and applicable state and federal regulations. It has been the primary purpose of the Southern Minnesota Special 
Education Consortium to contract with its member school districts for administrative/managerial, teachers, licensed 
and non-licensed personnel in special education. The organizations primary mission is to assist members in providing 
educational opportunities for “at risk” learners and students with disabilities that help them become successful 
participants in society both now and in their adult lives.  
 
FINANCIAL HIGHLIGHTS 
 
Key financial highlights for the 2015-2016 fiscal year include the following: 

 Overall General Fund revenues were $1,358,268 as compared to $1,355,714 of expenditures. 
 General Fund Unassigned Fund Balance at June 30, 2016 increased to $153,906. 

 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The financial section of the annual report consists of four parts – Independent Auditor’s 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 Consortium: 
 

- The first two statements are government-wide financial statements that provide both short-term and 
long-term information about the Consortium’s overall financial status. 

 
- The remaining statements are fund financial statements that focus on individual parts of the 

Consortium, reporting the Consortium’s operations in more detail than the government-wide financial 
statements. 

 
- The governmental funds statements tell how basic special education services were financed in the 

short-term as well as what remains for future spending. 
 
The financial statements also include notes that explain some of the information in the statements and provide more 
detailed data. The remainder of this overview section of Management’s Discussion and Analysis highlights the 
structure and contents of each of the statements. 
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GOVERNMENT-WIDE STATEMENTS 
 
The government-wide statements report information about the Consortium as a whole using accounting methods 
similar to those used by private-sector companies. The statement of net position includes all of the Consortium’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 Consortium’s net position and how it has changed. Net position, the 
difference between the Consortium’s assets and liabilities, are one way to measure the Consortium’s financial health 
or position. Over time, increases or decreases in the Consortium’s net position is an indicator of whether its financial 
position is improving or deteriorating.  
 
In the government-wide financial statements the Consortium’s activities are shown in one category titled Governmental 
Activities. The Consortium’s basic services such as special education instruction are included here. These activities 
are financed mainly by participating district’s revenues and federal funds. 
 
 
FUND FINANCIAL STATEMENTS 
 
The fund financial statements provide more detailed information about the Consortium’s fund. Funds are accounting 
devices the Consortium used to keep track of specific sources of funding and spending on particular programs.  
 
 
Governmental funds – All of the Consortium’s basic services are included in a single governmental fund. The focus 
of the governmental fund is how cash and other financial assets can be converted to cash flow in and out, and the 
balances remaining at year-end that are available for spending. Consequently, the governmental fund 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 Consortium’s programs.  
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FINANCIAL ANALYSIS OF THE CONSORTIUM AS A WHOLE 
 
Net Position.  The Consortium’s net position was $182,710 on June 30, 2016. This was an increase of $31,358 
from the prior year. 
 

2016 2015
Assets
Current and other assets 572,905$            522,323$            

Total assets 572,905              522,323              
Deferred Outflows of Resources
Total deferred outflows of resources 28,804                                       
Liabilities
Current liabilities 418,999              370,971              

Total liabilities 418,999              370,971              
Net Position
Unrestricted 182,710              151,352              

Total net position 182,710$           151,352$           

Total

 
Consortium’s Revenue.  The Consortium’s total revenues were $1,358,268 for the year ended June 30, 2016, 
compared to $938,614 for the year ended June 30, 2015. 
 
A condensed version of the Statement of Activities follows: 

2016 2015
Revenue
Program revenues:

Charges for services 740,785$             454,248$           
Operating grants and contributions 617,296               483,911             

General revenues:
Investment earnings 187                      455                    
  Total revenues 1,358,268            938,614             

Expenses
District support services 135,010               1,257                 
Special education instruction 1,191,900            924,802             
  Total expenses 1,326,910            926,059             

Change in net position 31,358                 12,555               

Net position, beginning of year 151,352               138,797             

Net position, end of year 182,710$            151,352$           

Total
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FINANCIAL ANALYSIS OF THE CONSORTIUM’S FUND 
 
The financial performance of the Consortium as a whole is reflected in its governmental fund as well. As the 
Consortium completed the year, its governmental fund reported a fund balance of $153,906, an increase of $2,554 
from last year’s ending fund balance of $151,352.   
 
General Fund  
 
The General Fund revenues increased by $419,654 primarily due to increasing the number of districts that are served 
from five member districts to seven member districts.  Also the district started to provide more services towards those 
member districts. 
 
The General Fund expenditures increased by $400,851 primarily due to increasing the number of districts that are 
served from five member districts to seven member districts.  Also the district started to provide more services towards 
those member districts. 
  
FACTORS BEARING ON THE CONSORTIUM’S FUTURE 
 
The Southern Minnesota Special Education Consortium was formed as a result of a mandate from the Minnesota 
Department of Education that stated July 1, 2009 a school district could no longer serve as a fiscal host for federal 
special education funds for other districts. Since Grand Meadow, Lyle, Leroy-Ostrander, Glenville-Emmons and 
Southland had been sharing a director, staff and resources for many years forming a cooperative seemed the best 
option. All federal special education funds for the five districts are received by the Consortium. 
 
Fiscal changes to special education tuition billing, child count, federal allocation and regular aid entitlement impact the 
Consortium’s and member districts’ annual special education billings and payments. 
 
The Consortium will strive to maintain its long-standing commitment to academic excellence and education 
opportunities for students within a framework of financial fiduciary responsibility.  
 
The Consortium now offers Level 3 Special Education programs in all areas and has a transition program (STEP) for 
students.     
 
In 2015-1016 Consortium added two school districts with Kingsland and Alden-Conger.  The Consortium has begun 
to offer contracts in FY16 for some of the shared staff and the rest of the staff contracts are held by districts within the 
Consortium and billing for shared services operates through the Consortium budget.  
 
CONTACTING THE CONSORTIUM’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide citizens, taxpayers, customers, investors and creditors with a general 
overview of the Consortium’s finances and to demonstrate the Consortium’s accountability for the money it receives.  
If you have questions about this report or need additional information contact the Business Office, Southern Minnesota 
Special Education Consortium, 203 2nd Street NW, Adams, 55909. 
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2016 2015
Assets

Cash and cash equivalents 288$                $                  
Receivables 1,200 7,091               
Due from other governmental units 561,417 515,232           
Prepaid expenses 10,000

TOTAL ASSETS 572,905           522,323           

Deferred Outflows of Resources
Deferred outflows from pension activity 28,804             

Liabilities
Accounts payable 237 1,257
Due to other governmental units 418,762           369,714

TOTAL LIABILITIES 418,999           370,971           

Net Position
Unrestricted 182,710           151,352           

TOTAL NET POSITION 182,710$         151,352$        

Governmental Activities

SOUTHERN MINNESOTA SPECIAL EDUCATION CONSORTIUM #6083
ADAMS, MINNESOTA

STATEMENT OF NET POSITION
June 30, 2016

With Comparative Data as of June 30, 2015
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2015
Net (Expense) 
Revenue and 

Changes in Net 
Position

Net (Expense) 
Revenue and 

Changes in Net 
Position

Expenses
Charges for 

Services

Operating 
Grants and 

Contributions

Total 
Governmental 

Activities

Total 
Governmental 

Activities
Functions/Programs

District support services 135,010$     $              $              (135,010)$        (1,257)$            
Special education instruction 1,191,900    740,785       617,296 166,181           13,357             

Total governmental activities 1,326,910$ 740,785$    617,296$    31,171             12,100           

General Revenues:
Investment earnings 187 455

Change in net position 31,358             12,555             

Net Position - Beginning 151,352           138,797

Net Position - Ending 182,710$         151,352$        

Program Revenues

SOUTHERN MINNESOTA SPECIAL EDUCATION CONSORTIUM #6083
ADAMS, MINNESOTA

STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2016

With Comparative Data for the Year Ended June 30, 2015

2016
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2016 2015
ASSETS

Cash 288$                $                      
Accounts receivables 1,200               7,091               
Due from other Minnesota Districts 473,477           442,030           
Due from Federal through Minnesota Department of Education 87,940             73,202             
Prepaid expenses 10,000             

TOTAL ASSETS 572,905$         522,323$         

LIABILITIES
Accounts payable 237$                1,257$             
Due to other governmental units 418,762           369,714           

TOTAL LIABILITIES 418,999           370,971           

FUND BALANCE
Unassigned 153,906           151,352           

TOTAL LIABILITIES AND FUND BALANCE 572,905$         522,323$         

With Comparative Data as of June 30, 2015

General Fund

SOUTHERN MINNESOTA SPECIAL EDUCATION CONSORTIUM #6083

ADAMS, MINNESOTA

BALANCE SHEET

GOVERNMENTAL FUND
June 30, 2016
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2016 2015
REVENUES
Investment earnings 187$                455$                
Other local sources 740,785           454,248           
Revenue from federal sources 617,296           483,911           

TOTAL REVENUES 1,358,268        938,614           

EXPENDITURES
District support services 135,010 1,257               
Special education 1,220,704        924,802           

TOTAL EXPENDITURES 1,355,714        926,059           

EXCESS (DEFICIENCY) OF REVENUES 

OVER (UNDER) EXPENDITURES 2,554               12,555             

FUND BALANCE - BEGINNING 151,352           138,797           

FUND BALANCE - ENDING 153,906$         151,352$         

General Fund

SOUTHERN MINNESOTA SPECIAL EDUCATION CONSORTIUM #6083

ADAMS, MINNESOTA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUND
For the Year Ended June 30, 2016

With Comparative Data for the Year Ended June 30, 2015
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Amounts reported for governmental activities in the statement of net position are different because:

Total governmental fund balances (pages 10) 153,906$         

Long-term liabilities, are not due and payable in the current period
and therefore are not reported in the funds.

Net pension liability 28,804             

Net position of governmental activities (page 8) 182,710$        

SOUTHERN MINNESOTA SPECIAL EDUCATION CONSORTIUM #6083

ADAMS, MINNESOTA

DISTRICT-WIDE FINANCIAL STATEMENTS AND FUND BALANCE
IN THE FUND BASIS FINANCIAL STATEMENTS

RECONCILIATION OF NET POSITION IN THE

June 30, 2016
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RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF 

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2016

Amounts reported for governmental activities in the statement of activities are different because:

Net change in fund balances - total governmental funds (pages 11) 2,554$                

Some expenses reported in the Statement of Activities do not require
the use of current financial resources and therefore are not reported 
as expenditures in governmental funds.

Change in net pension liability 28,804                

Change in net position of governmental activities (pages 9) 31,358$             

SOUTHERN MINNESOTA SPECIAL EDUCATION CONSORTIUM #6083
ADAMS, MINNESOTA
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2016 Over (Under) 2015
Original Final Actual Final Budget Actual

REVENUES
Investment earnings 400$          400$          187$            (213)$           455$            
Other local sources 512,000     512,000     740,785 228,785       454,248
Revenue from federal sources 607,498     607,498     617,296 9,798           483,911

TOTAL REVENUES 1,119,898  1,119,898  1,358,268    238,370       938,614       

EXPENDITURES
District Support Services 113,798     113,798     135,010 21,212 1,257           
Special education instruction 975,600     975,600     1,220,704 245,104       924,802

TOTAL EXPENDITURES 1,089,398  1,089,398  1,355,714    266,316       926,059       

EXCESS (DEFICIENCY) OF REVENUES 
OVER (UNDER) EXPENDITURES 30,500       30,500       2,554        (27,946)     12,555      

FUND BALANCE - BEGINNING 151,352     151,352     151,352                       138,797

FUND BALANCE - ENDING 181,852$  181,852$  153,906$    (27,946)$      151,352$    

Budgeted Amounts

SOUTHERN MINNESOTA SPECIAL EDUCATION CONSORTIUM #6083
ADAMS, MINNESOTA

GENERAL FUND

With Partial Comparative Data for the Year Ended June 30, 2015

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

For the Fiscal Year Ended June 30, 2016
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1. Summary of Significant Accounting Policies 
                                                                                 
 
Southern Minnesota Special Education Consortium #6083 (the Consortium) is a public agency established on July 21, 
2009, pursuant to Minnesota Statutes, Section 471.59 (Joint Powers Act). This agreement was updated on February 
10th 2015. The primary objective of the Consortium is to provide special education programs and services efficiently 
and effectively to its group of seven Independent School Districts.  
 
The governing body consists of superintendents from each of the seven member districts. These Districts are: Lyle 
#497, LeRoy-Ostrander #499, Glenville-Emmons #2886, Southland #500, Grand Meadow #495, Kingsland #2137 and 
Alden-Conger #242. 
 
The accounting policies of the Consortium conform to accounting principles generally accepted in the United States 
of America as applicable to governmental units. The Governmental Accounting Standards Board (GASB) is the 
accepted standard setting body for establishing governmental accounting and financial reporting principles. The GASB 
pronouncements are recognized as accounting principles generally accepted in the United States of America for state 
and local governments. The following is a summary of the more significant accounting policies: 
 
Financial Reporting Entity 
 
Accounting principles generally accepted in the United States of America (GAAP) require that the Consortium's 
financial statements include all funds, account groups, departments, agencies, boards, commissions, and other 
organizations which are not legally separated from the Consortium. In addition, the Consortium’s financial statements 
are to include all component units - entities for which the Consortium is financially accountable. 
 
The criteria for including organizations as component units within the Consortium's reporting entity, as set forth in 
Governmental Accounting Standards Board (GASB) accounting reporting standards, include whether the organization 
is legally separate (can sue and be sued in their own name), holds the corporate powers of the organization, appoints 
a voting majority of the organization's board, is able to impose its will on the organization, the organization has the 
potential to impose a financial benefit/burden on the Consortium, and there is fiscal dependency by the organization 
on the Consortium.  Based on the aforementioned criteria, the Consortium has no component units. 
 
Basic Financial Statement Presentation 
 
The Government-wide financial statements (i.e. the Statement of Net Position and the Statement of Activities) display 
information about the reporting government as a whole. These statements include all the financial activities of the 
Consortium. 
 
The Statement of Activities demonstrates the degree to which the direct expenses of a given function or segments are 
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. 
Program revenues include charges to customers or applicants who purchase, use, or directly benefit from goods, 
services, or privileges provided by a given function or segment and grants and contributions that are restricted to 
meeting the operational or capital requirements of a particular function or segment. Other items not properly included 
among program revenues are reported instead as general revenues. 
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1. Summary of Significant Accounting Policies (Continued) 
                                                                                 

 
Basic Financial Statement Presentation (continued) 
 
When an expense is incurred for purposes for which both restricted and unrestricted net position is available, restricted 
resources are applied first. The School Board reports all direct expenses by function in the Statement of Activities. 
Depreciation expense is specifically identified by function and is included in the direct expense of each function. 
Interest on long-term debt is considered an indirect expense, and is reported separately on the Statement of Activities. 
Generally, the effect of material interfund activity has been removed from the Government-wide financial statements. 
 
Separate Fund financial statements are provided for governmental funds. Major individual governmental funds are 
reported as separate columns in the fund financial statements 
 
Measurement Focus and Basis of Accounting 
 
Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and 
reported in the financial statements. Basis of accounting relates to the timing of the measurements made, regardless 
of the measurement focus applied. 

 
The Government-wide financial statements were prepared using the economic resources measurement focus and 
the accrual basis of accounting. Revenues, expenses, gains, losses, assets, and liabilities resulting from exchange 
and exchange-like transactions are recognized when the exchange takes place. Revenues, expenses, gains, 
losses, assets, and liabilities resulting from non-exchange transactions are recognized in accordance with the 
requirements of GASB. Grants and similar items are recognized when all eligibility requirements imposed by the 
provider have been met. 
 
Governmental fund types are accounted for using the current financial resource measurement focus and the 
modified accrual basis of accounting. Under this method revenues are recognized when susceptible to accrual, i.e. 
both measurable and available to finance expenditures of the fiscal period. "Available" means collectible within the 
current period or soon enough thereafter to be used to pay liabilities of the current period. Minnesota statutes 
generally control when state aid revenues should be recognized. Federal revenues are recorded in the year in which 
the eligible expenditures are made. If the amounts of Minnesota or federal revenues cannot be reasonably 
estimated or realization is not reasonably assured, they are not recorded as revenue in the current year. Special 
education revenue and property taxes are received by individual school districts; the Consortium then bills schools 
on a pro rata share of their total expenditures. 
 
Expenditures are generally recognized using the modified accrual basis of accounting when a related fund liability 
is incurred. Exceptions to this rule include (1) accumulated unpaid vacation, sick pay, and other employee amounts 
which are not accrued, and (2) principal and interest on general long-term debt which is recognized when due. 
 
Revenue resulting from exchange transactions, in which each party gives and receives essentially equal value, is 
recorded on the accrual basis when the exchange takes place. On a modified accrual basis, revenue is recorded in 
the year in which resources are measurable and become available.  
 
Non-exchange transactions, in which the District receives value without directly giving equal value in return, include 
grants and donations. Revenue from grants and donations are recognized in the year in which all eligibility 
requirements have been satisfied. Eligibility requirements including timing requirements, which specify the year in 
when the resources are required to be used or the year when use is first permitted; matching requirements, in which 
the District must provide local resources to be used for a specific purpose; and expenditure requirements, in which 
the resources are provided to the District on a reimbursement basis. On a modified accrual basis, revenue from 
non-exchange transactions must also be available before it is recognized. 
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1. Summary of Significant Accounting Policies (Continued) 
                                                                                         
 
Measurement Focus and Basis of Accounting (Continued) 
 
Unearned revenue is recorded when assets are recognized before revenue recognition criteria have been satisfied. 
Grants received before eligibility requirements other than time requirements are met and recorded as unearned 
revenue. Grants received before time requirements are met are recorded as a deferred inflow of resources. 
 
Description of Funds 
 
The existence of the various Consortium funds has been established by the State of Minnesota, Department of 
Education. The accounts of the Consortium are organized on the basis of funds, each of which is considered a 
separate accounting entity. The operations of each fund are accounted for by providing a separate set of self-
balancing accounts, which comprise its assets, liabilities, fund equity, revenues and expenditures.   
   
Government resources are allocated to and accounted for in individual funds based upon the purposes for which 
they are to be spent and the means by which spending activities are controlled. 
 
GASB sets forth minimum criteria (percentage of the assets, liabilities, revenues or expenditures of the individual 
funds in the governmental fund category) for the determination of major funds.   
 
The major fund of the Consortium is presented as follows: 
  
General Fund – The General Fund is used to account for all financial resources except those required to be 
accounted for in another fund.  It includes all revenues and expenditures for general operation, special education 
programs, transportation and capital expenditures.  
 
Budgets and Budgetary Accounting 
 
Budgets presented in this report for comparison to actual amounts are presented in accordance with accounting 
principles generally accepted in the United States of America. Each June, the Board of Directors adopts an annual 
budget for the following fiscal year for the General Fund. Reported budget amounts represent the amended budget 
as adopted by the Board of Directors. Legal budgetary control is at the fund level. 
 
Procedurally, in establishing the budgetary data reflected in these financial statements, the Consortium Director 
submits to the Consortium Board prior to July 1, a proposed operating budget for the fiscal year commencing July 
1. The operating budget includes proposed expenditures and the means to finance them. The budget is legally 
enacted by Board of Directors action. Revisions to budgeted amounts must be approved by the Board of Directors. 
 
Total fund expenditures in excess of the budget require approval of the Board of Directors. Spending control is 
established by the amount of expenditures budgeted for the fund, but management control is exercised at line item 
levels. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with United States generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts 
of revenues and expenses during the reporting period. Actual results could differ from those estimates. 
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1. Summary of Significant Accounting Policies (Continued) 
                                                                                 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents consists of an interest bearing account. 
 
Accounts Receivable 
 
Represents amounts receivable from the Minnesota Department of Education. No substantial losses are anticipated 
from present receivable balances, therefore, no allowance for uncollectible accounts is deemed necessary. 
 
Capital Assets 
 
Capital assets are capitalized at historical cost, or estimated historical cost for assets where actual historical cost is 
not available. Donated assets are recorded as capital assets at their estimated fair value at the date of donation. 
The Consortium maintains a threshold level of $1,000 for capitalizing assets. The cost of normal repairs and 
maintenance that do not add to the value of the asset or materially extend the lives are not capitalized. As of June 
30, 2016, the Consortium has no capital assets. 
 
Employee Benefits 
 
Under current Consortium policies, all employee time is contracted with participating member districts. Employee 
benefits are also paid and accrued by the member districts. 
 
Risk Management 
 
The Consortium is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; injuries to employees; natural disasters and workers compensation. The member districts 
individual insurance pools and commercial insurance coverage cover these risks. 
 
Net Position 
 
Net position represents the difference between assets and liabilities in the Government-wide financial statements.  
Net position invested in capital assets, net of related debt consists of capital assets, net of accumulated 
depreciation, reduced by the outstanding balance of any long-term debt used to build or acquire the capital assets. 
Net position is reported as restricted in the Government-wide financial statement when there are limitations imposed 
on their use through external restrictions imposed by creditors, grantors, laws or regulations of other governments. 



SOUTHERN MINNESOTA SPECIAL EDUCATION CONSORTIUM #6083 
ADAMS, MINNESOTA 
 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

           
 

19 

                                                                                  
 
1. Summary of Significant Accounting Policies (Continued) 
                                                                                 
 
Prior Period Comparative Financial Data 
 
The basic financial statements include certain prior-year partial comparative data in total but not at the level of detail 
required for a presentation in conformity with accounting principles generally accepted in the United States of 
America. Accordingly, such data should be read in conjunction with the government’s financial statements for the 
year ended June 30, 2015, from which the summarized data was derived. 
 
Reclassifications 
 
Certain reclassifications have been made to the June 30, 2015 financial statements in order for them to be in 
conformity with the presentation in June 30, 2016 financial statements. 
 
                        

  
2.  Stewardship and Accountability 
                                                             
 
Excess of Expenditures Over Budget 
 
Expenditures exceeded budgeted amounts in the general fund. 
 

Budget Expenditures Excess

General Fund 1,089,398$       1,355,714$      266,316$         

 
Excess expenditures were the result of planned process. 
 
                       

  
3.  Cash and Investments 
                                                             
 
Summary of Cash and Investments 
 
As of June 30, 2016, the Consortium’s cash and cash equivalents consisted of the following items, all of which are 
held in an internal investment pool: 
 

Deposits 288$                  

Total Cash and cash equivalents reported on the Statement of Net Position 288$                 
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3.  Cash and Investments (Continued) 
                                                                                        
 
Investments Authorized by Minnesota Statues 
 
The Consortium is authorized by Minnesota Statues to invest idle funds as follows: 
 
 a) Direct obligations or obligations guaranteed by the United States or its agencies. 
 
 b) Shares of investment companies registered under the Federal Investment Company Act of 1940 and receives 

the highest credit rating, is rated in one of the two highest rating categories by a statistical rating agency, 
and all of the investments have a final maturity of thirteen months or less. 

 
 c) General obligations rated “A” or better; revenue obligations rated “AA” or better. 
 
 d) General obligations of the Minnesota Housing Finance Agency rated “A” or better. 
 
 e) Bankers acceptances of United States banks eligible for purchase by the Federal Reserve System. 
 
 f) Commercial paper issued by United States corporations or their Canadian subsidiaries, of the highest quality 

category by at least two nationally recognized rating agencies, and maturing in 270 days or less. 
  
 g)  Repurchase or reverse purchase agreements and securities lending agreements with financial institutions 

qualified as a “depository” by the government entity with banks that are members of the Federal Reserve 
System with capitalization exceeding $10,000,000, a primary reporting dealer in U.S. government securities 
to the Federal Reserve Bank of New York, or certain Minnesota securities broker-dealers. 

 
h) Guaranteed Investments Contracts guaranteed by a United States commercial bank, domestic branch of a 

foreign bank, or a United States insurance company, and with a credit quality in one of the top two highest 
categories. 

 
Custodial Credit Risk 
 
Custodial credit risk is the risk that in the event of a bank failure, the Consortium’s deposits may not be returned to 
it. The Consortium’s does not have a deposit policy for custodial credit risk and follows Minnesota Statutes for 
deposits. 
 
The Consortium maintains a single insurance bearing account. In accordance with Minnesota Statutes, the Consortium 
maintains deposits at financial institutions which are authorized by the Consortium’s Board of Directors. 
 
Minnesota Statues require that all Consortium deposits be insured, secured by surety bonds or be collateralized. 
Except for notes secured by first mortgages of future maturity, the market value of collateral pledged by the custodial 
bank must equal 110% of the deposits not covered by insurance or surety bonds. At June 30, 2016, none of the 
Consortium’s deposits were uninsured and uncollateralized. 
 
Authorized collateral includes certain state or local government obligations and legal investments. Minnesota 
Statues also require that securities pledged as collateral be held in safekeeping by the Treasurer, or in a financial 
institution other than the institution furnishing the collateral. 
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3.  Cash and Investments (Continued) 
                                                                                      
 
Credit Risk  
 
The Consortium has no investment policy that would limit its investment choices.   
 
Concentration of Credit Risk 
 
The Consortium places no limit on the amount the Consortium may invest in any one issuer.  
 
Interest Rate Risk 
 
The Consortium does not have a formal investment policy that limits investment maturities as a means of managing 
its exposure to fair value losses arising from increasing interest rates. 
 
Fair Value Measurement 
 
The District uses fair value measurements to record fair value adjustments to certain assets and liabilities and to 
determine fair value disclosures. The District follows an accounting standard that defines fair value, establishes a 
framework for measuring fair value, establishes a fair value hierarchy based on the quality of inputs used to measure 
fair value, and requires expanded disclosures about fair value measurements.  
 
In accordance with this standard, the District has categorized its investments, based on the priority of the inputs to 
the valuation technique, into a three-level fair value hierarchy. The fair value hierarchy gives the highest priority to 
quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable 
inputs (Level 3). If the inputs used to measure the financial instruments fall within different levels of the hierarchy, the 
categorization is based on the lowest level input that is significant to the fair value measurement of the instrument. 
Financial assets and liabilities recorded on the combined statements of financial position are categorized based on 
the inputs to the valuation techniques as follows:  
 
Level 1 – Financial assets and liabilities are valued using inputs that are unadjusted quoted prices in active markets 
accessible at the measurement date of identical financial assets and liabilities.  
 
Level 2 – Financial assets and liabilities are valued based on quoted prices for similar assets, or inputs that are 
observable, either directly or indirectly for substantially the full term through corroboration with observable market 
data.  
 
Level 3 – Financial assets and liabilities are valued using pricing inputs which are unobservable for the asset, inputs 
that reflect the reporting entity’s own assumptions about the assumptions market participants and would use in 
pricing the asset.  
 
There were no assets measured at fair value on a recurring basis noted at the District. 
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4.  Fund Equity 
                                                                                      
 
In accordance with Government Accounting Standards Board 54, Fund Balance Reporting and Governmental Fund 
Type Definitions, the Consortium classifies governmental fund balances as follows: 
 

 Non-spendable – includes fund balance amounts that cannot be spent either because it is not in spendable 
form or because of legal or contractual restraints. 

 Restricted – includes fund balance amounts that are constrained for specific purposes which are externally 
imposed by providers, such as creditors or amounts constrained to due constitutional provisions or 
enabling legislation. 

 Committed – includes fund balance amounts that are constrained for specific purposes that are internally 
imposed by the government through formal action of the highest level of decision making authority and 
does not lapse at year end. 

 Assigned – includes fund balance amounts that are intended to be used for specific purposes that are 
neither considered restricted or committed. 

 Unassigned – includes positive fund balance within the General Fund which has not been classified within 
the above mentioned categories and negative fund balances in other governmental funds. 

 
Assignment of fund balances can be made by the Special Education Director. Assignments so made are to be 
reported to the Board on a monthly basis. 
 
The Consortium uses restricted/committed amounts to be spent first when both restricted and unrestricted fund 
balance is available unless there are legal documents/contracts that prohibit doing this, such as a grant agreement 
requiring for dollar spending. Additionally, the District would first use committed, then assigned, and lastly 
unassigned amounts of the unrestricted fund balance when expenditures are made. 
 
          
 
5.  Defined Benefit Pension Plans - Statewide 
          
 
The District participates in the following cost-sharing multiple-employer defined benefit pension plans administered 
by PERA and TRA.  PERA’s and TRA’s defined benefit pension plans are established and administered in 
accordance with Minnesota Statutes.  PERA’s and TRA’s defined benefit pension plans are tax qualified plans 
under Section 401 (a) of the Internal Revenue Code. 

Plan Description 

1. General Employees Retirement Fund (GERF) 

PERA’s defined benefit pension plans are established and administered in accordance with Minnesota Statutes, 
Chapters 353, and 356.   

All full-time and certain part-time employees of the District other than teachers are covered by the General 
Employees Retirement Fund (GERF).  GERF members belong to either the Coordinated Plan or the Basic Plan.  
Coordinated Plan members are covered by Social Security and Basic Plan members are not.  The Basic Plan was 
closed to new members in 1967.  All new members must participate in the Coordinated Plan. 
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5.  Defined Benefit Pension Plans – Statewide (Continued) 
          
 
2. Teachers Retirement Fund (TRA) 
 

The TRA is an administrator of a multiple employer, cost-sharing, defined benefit retirement fund. TRA administers 
a Basic Plan (without Social Security coverage) and a Coordinated Plan (with Social Security coverage) in 
accordance with Minnesota Statutes, Chapters 354 and 356.  TRA is a separate statutory entity and administered 
by a Board of Trustees.  The Board consists of four active members, one retired member and three statutory 
officials.  
 

Teachers employed in Minnesota’s public elementary and secondary schools, charter schools, and certain 
educational institutions maintained by the state (except those teachers employed by the cities of Duluth and St. 
Paul, and by the University of Minnesota system) are required to be TRA members.  State university, community 
college, and technical college teachers first employed by the Minnesota State College and Universities (MnSCU) 
may elect TRA coverage within one year of eligible employment.  Alternatively, these teachers may elect coverage 
through the Defined Contribution Retirement Plan (DCR) administered by MnSCU. 
 

Benefits Provided 
 
PERA provide retirement, disability, and death benefits.  Benefit provisions are established by state statute and can 
only be modified by the state legislature.  
 
PERA:  Benefit increases are provided to benefit recipients each January.  Increases are related to the funding ratio 
of the plan.  Members in plans that are at least 90% funded for two consecutive years are given 2.5% increases.  
Members in plans that have not exceeded 90% funded, or have fallen below 80%, are given 1% increases.   
 
The benefit provisions stated in the following paragraphs of this section are current provisions and apply to active 
plan participants. Vested, terminated employees who are entitled to benefits but are not receiving them yet are 
bound by the provisions in effect at the time they last terminated their public service. 
 
1.  GERF Benefits 
 
Benefits are based on a member’s highest average salary for any five successive years of allowable service, age, 
and years of credit at termination of service.  Two methods are used to compute benefits for PERA's Coordinated 
and Basic Plan members. The retiring member receives the higher of a step-rate benefit accrual formula (Method 
1) or a level accrual formula (Method 2). Under Method 1, the annuity accrual rate for a Basic Plan member is 2.2% 
of average salary for each of the first ten years of service and 2.7% for each remaining year. The annuity accrual 
rate for a Coordinated Plan member is 1.2% of average salary for each of the first ten years and 1.7% for each 
remaining year. Under Method 2, the annuity accrual rate is 2.7% of average salary for Basic Plan members and 
1.7% for Coordinated Plan members for each year of service.  For members hired prior to July 1, 1989, a full annuity 
is available when age plus years of service equal 90 and normal retirement age is 65.  For members hired on or 
after July 1, 1989, normal retirement age is the age for unreduced Social Security benefits capped at 66.  Disability 
benefits are available for vested members, and are based upon years of service and average high-five salary.   
 
2.  TRA Benefits 
 

TRA provides retirement benefits as well as disability benefits to members, and benefits to survivors upon death of 
eligible members. Benefits are established by Minnesota Statute and vest after three years of service credit. The 
defined retirement benefits are based on a member's highest average salary for any five consecutive years of 
allowable service, age, and a formula multiplier based on years of credit at termination of service. 
 

Two methods are used to compute benefits for TRA's Coordinated and Basic Plan members. Members first 
employed before July 1, 1989, receive the greater of the Tier I or Tier II benefits as described. 
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5.  Defined Benefit Pension Plans – Statewide (Continued) 
          
 
Tier I: Step Rate Formula Coordinated Step Rate Formula Basic

1st ten years if service
years prior to 7-1-06 1.2 percent per year 1st ten years 2.2 percent per year

1st ten years if service
years after 7-1-06 1.4 percent per year All years after 2.7 percent per year

All other years if 
service years prior
to 7-1-06 1.7 percent per year

All years after 7-1-06 1.9 percent per year

With these provisions: 
 

a) Normal retirement age is 65 with less than 30 years of allowable service and age 62 with 30 or more years 
of allowable service. 

 
b) 3 percent per year early retirement reduction factors for all years under normal retirement age. 

 
c) Unreduced benefits for early retirement under a Rule-of-90 (age plus allowable service equals 90 or more). 

 
or 

 
Tier II: For years of service prior to July 1, 2006, a level formula of 1.7 percent per year for coordinated members 
and 2.7 percent per year for basic members.  For years of service July 1, 2006 and after, a level formula of 1.9 
percent per year for Coordinated members and 2.7 percent for Basic members applies. Actuarially equivalent early 
retirement reduction factors with augmentation are used for early retirement before the normal age of 65. These 
reduction factors average approximately 4 to 5.4 percent per year. 
 
Members first employed after June 30, 1989, receive only the Tier II calculation with a normal retirement age that 
is their retirement age for full Social Security retirement benefits, but not to exceed age 66. 
 
Six different types of annuities are available to members upon retirement. The No Refund Life Plan (A-1) is a lifetime 
annuity that ceases upon the death of the retiree - no survivor annuity is payable. A retiring member may also 
choose to provide survivor benefits to a designated beneficiary(ies) by selecting one of five plans that have 
survivorship features. Vested members may also leave their contributions in the TRA Fund upon termination of 
service in order to qualify for a deferred annuity at retirement age.  Any member terminating service is also eligible 
for a refund of their employee contributions plus interest. 
 
The benefit provisions stated apply to active plan participants. Vested, terminated employees who are entitled to 
benefits but not yet receiving them are bound by the plan provisions in effect at the time they last terminated their 
public service. 
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5.  Defined Benefit Pension Plans – Statewide (Continued) 
          
 
Contributions 
 
1.  GERF Contributions 
 
Minnesota Statutes Chapter 353 sets the rates for employer and employee contributions.  These Statutes are 
established and amended by the state legislature. The District makes annual contributions to the pension plans 
equal to the amount required by state statutes.  GERF Basic Plan members and Coordinated Plan members were 
required to contribute 9.10% and 6.5%, respectively, of their annual covered salary in 2016.  The District is required 
to contribute the following percentages of annual covered payroll: 11.78% for Basic Plan members and 7.5% for 
Coordinated Plan members. The District's contributions to the General Employee's Retirement Fund for the year 
ending June 30, 2016 was $0. The District's contributions were equal to the contractually required contributions for 
each year as set by the state statute. 
 
2. TRA Contributions 
 
Minnesota Statute Chapter 354 sets the rates for the employee and employer contributions.  These statutes are 
established and amended by the state legislature. 
 

Employee Employer Employee Employer
Basic 11.0% 11.5% 11.0% 11.5%
Coordinate 7.5% 7.5% 7.5% 7.5%

Ending June 30, 2015Ending June 30, 2016

 
 

The District contributions for the year ending June 30, 2016 was $0, equal to required contributions for each year 
as set by state statute. 
 
The following is a reconciliation of employer contributions in TRA’s CAFR “Statement of Changes in Fiduciary Net 
Position” to the employer contributions used in Schedule of Employer and Non-Employer Pension Allocations. 

 
Employer contributions reported in TRA's CAFR, Statement of 340,207,590$       

Deduct employer contributions not related to future (704,635)               

Deduct TRA's contributions not included in allocation (435,999)               

Total employer contributions 339,066,956$       

Total non-employer contributions 41,587,410           

Total Contributions reported in Schedule of Employer and Non-
Employer Allocations 380,654,366$       

 
 

Amounts reported in the allocation schedules may not precisely agree with financial statement amounts or actuarial 
valuations due to the number of decimal places used in the allocations. TRA has rounded percentage amounts to 
the nearest ten thousandths. 
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5. Defined Benefit Pension Plans – Statewide (Continued)

Merger of Duluth Teacher’s Retirement Fund Association (DTRFA) 

Legislation enacted in 2014 merged the Duluth Teachers Retirement Fund Association (DTRFA) with TRA effective 
June 30, 2015. The Beginning balances of total pension liability and fiduciary net position were adjusted to reflect 
the merger of DTRFA. 

6/30/2014 CAFR Restated

Total Pension Liability (A) 24,901,612,000$     25,299,564,000$      

Plan Fiduciary Net Position (B) 20,293,684,000  20,519,756,000   

Net Pension Liability (A-B) 4,607,928,000$   4,779,808,000$    

Pension Costs 

1. GERF Pension Costs

At June 30, 2016, the District reported a liability of $0 for its proportionate share of the GERF’s net pension liability. 
The net pension liability was measured as of June 30, 2015, and the total pension liability used to calculate the net 
pension liability was determined by an actuarial valuation as of that date.  The District’s proportion of the net pension 
liability was based on the District’s contributions received by PERA during the measurement period for employer 
payroll paid dates from July 1, 2014, through June 30, 2015, relative to the total employer contributions received 
from all of PERA’s participating employers.  At June 30, 2015, the District’s proportion was 0.00% at the end of the 
measurement period and 0.00% at the beginning of the measurement period. 

GERF benefit provision changes during the measurement period included (1) the merger of the former Minneapolis 
Employees Retirement Fund division into GERF, effective January 1, 2015, and (2) revisions to Minnesota Statutes 
to make changes to contribution rates less prescriptive and more flexible. 

The discount rate used to calculate liabilities for the June 30, measurement date was 7.9%. The Legislature has 
since set the discount rate in statute at 8%. Beginning June 30, 2016, measurement date the discount rate used 
when calculating liabilities based on GASB 68 accounting requirements will be increased to 8% to be consistent 
with the rate set in statute used for funding purposes. 

For the year ended June 30, 2016, the District recognized pension expense of $0 for its proportionate share of 
GERF’s pension expense. 
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5.  Defined Benefit Pension Plans – Statewide (Continued) 
          
 
Pension Costs (continued) 
 
At June 30, 2016, the District reported its proportionate share of GERF’s deferred outflows of resources and 
deferred inflows of resources, and its contributions subsequent to the measurement date, from the following 
sources: 

Deferred Outflows Deferred Inflows
of Resources of Resources

Contributions paid to PERA subsequent
to the measurement date 2,730$                      $                             

Total 2,730$                    $                            

 
 
 

$2,730 reported as deferred outflows of resources related to pensions resulting from District contributions to GERF 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year ended 
June 30, 2017.  Other amounts reported as deferred outflows and inflows of resources related to GERF pensions 
will be recognized in pension expense as follows: 
 

Pension Expense
Year ended June 30: Amount

2017  $                         
2018                       

2019                         
2020                         

 
 

2. TRA Pension Costs 
 
At June 30, 2016, the District reported a liability of $0 for its proportionate share of TRA’s net pension liability.  The 
net pension liability was measured as of June 30, 2015, and the total pension liability used to calculate the net 
pension liability was determined by an actuarial valuation as of that date.  The District’s proportion of the net pension 
liability was based on the District’s contributions to TRA in relation to total system contributions including direct aid 
from the State of Minnesota, City of Minneapolis and Minneapolis School District.  The District’s proportionate share 
was 0.00% at the end of the measurement period and 0.00% for the beginning of the period. 
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5.  Defined Benefit Pension Plans – Statewide (Continued) 
               
 
Pension Costs (continued) 
 
The pension liability amount reflected a reduction due to direct aid provided to TRA.  The amount recognized by the 
district as its proportionate share of the net pension liability, the direct aid, and total portion of the net pension liability 
that was associated with the district were as follows: 
 

District's proportionate share of net 
pension liability $                          

State's proportionate share of the net 
pension liability associated with the 
district $                          

 
 
There was a change in actuarial assumptions that affected the measurement of the total liability since the prior 
measurement date. Post-retirement benefit adjustments are now assumed to be 2.0 percent annually with no 
increases to 2.5 projected. The prior year valuation assumed a 2.5 percent increase commencing on July 1, 2034. 
 
For the year ended June 30, 2016, the District recognized pension expense of $0. It also recognized $0 as an 
increase to pension expense for the support provided by direct aid.  
 
The TRA actuary has determined the average of the expected remaining lives of all members for the fiscal year 
2015 is 5.73. The “Difference Between Expected and Actual Experience” and “Changes in Assumptions” use the 
amortization period of 5.73 years in the schedule presented. The amortization period for “Net Difference Between 
Projected and Actual Investment Earnings on Pension Plan Investments” is over a period of 5 years as required by 
GASB 68. The “Changes in Proportion” uses a rounded amortization period of 5.0 years. 
 
At June 30, 2016, the District reported its proportionate share of the TRA’s deferred outflows of resources and 
deferred inflows of resources, and its contributions subsequent to the measurement date, related to pensions from 
the following sources: 
 
 

Deferred Outflows Deferred Inflows
of Resources of Resources

Contributions paid to TRA subsequent
to the measurement date 26,074$                    $                             

Total 26,074$                  $                            
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5.  Defined Benefit Pension Plans – Statewide (Continued) 
               
 
Pension Costs (continued) 

$26,074 reported as deferred outflows of resources related to pensions resulting from District contributions to TRA 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year ended 
June 30, 2016.  Other amounts reported as deferred outflows and inflows of resources related to TRA will be 
recognized in pension expense as follows: 

Pension Expense
Year ended June 30: Amount

2017  $                         
2018                         
2019                         
2020                         

 
 
Actuarial Assumptions 

The total pension liability in the June 30, 2015, actuarial valuation was determined using the entry age normal 
actuarial cost method and the following actuarial assumptions: 
 

Assumptions GERF TRA 
Inflation 2.75% per year 3.0%
Active Member Payroll Growth 3.50% per year 3.5-12% based on years of service
Investment Rate of Return 7.90% 8.00%

 
Salary increases were based on a service-related table.  Mortality rates for active members, retirees, survivors and 
disabilitants were based on RP-2000 tables for males or females, as appropriate, with slight adjustments.  
  
Actuarial assumptions for GERF used in the June 30, 2015, valuation were based on the results of actuarial 
experience studies.  The experience study in the GERF was for the period July 1, 2004, to June 30, 2008, with an 
update of economic assumptions in 2014. Experience studies have not been prepared for PERA’s other plans, but 
assumptions are reviewed annually. 
 
The actuarial assumptions for TRA used in the June 30, 2015, valuations were based on the results of an actuarial 
experience study for the period July 1, 2004, to June 30, 2008, and a limited scope experience study dated August 
29, 2014.  The limited scope experience study addressed only inflation and long-term rate of return for the GASB 
67 valuation. 
 
The long-term expected rate of return on pension plan investments is 7.9% for GERF and 8.0% for TRA.  The State 
Board of Investment, which manages the investments of PERA and TRA, prepares an analysis of the 
reasonableness of the long-term expected rate of return on a regular basis using a building-block method in which 
best-estimate ranges of expected future rates of return are developed for each major asset class.  These ranges 
are combined to produce an expected long-term rate of return by weighting the expected future rates of return by 
the target asset allocation percentages.   
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5.  Defined Benefit Pension Plans – Statewide (Continued) 
          
 
Actuarial Assumptions (continued) 
 
The target allocation and best estimates of arithmetic real rates of return for each major asset class are summarized 
in the following table: 

Long-Term Expected
Asset Class Target Allocation Real Rate of Return

Domestic Stocks 45% 5.50%
International Stocks 15% 6.00%
Bonds 18% 1.45%
Alternative Assets 20% 6.40%
Cash 2% 0.50%

Total 100%

 
Discount Rate 
 
The discount rate used to measure the total pension liability was 7.9% for GERF and 8.0% for TRA (This is a 
decrease from the discount rate at the prior measurement date of 8.25%).  The projection of cash flows used to 
determine the discount rate assumed that employee and employer contributions will be made at the rates specified 
in statute.  Based on those assumptions, each of the pension plan’s fiduciary net position was projected to be 
available to make all projected future benefit payments of current active and inactive employees.  Therefore, the 
long-term expected rate of return on pension plan investments was applied to all periods of projected benefit 
payments to determine the total pension liability.   
 
Pension Liability Sensitivity 
 
The following table presents the District’s proportionate share of the net pension liability for all plans it participates 
in, calculated using the discount rate disclosed in the preceding paragraph, as well as what the District’s 
proportionate share of the net pension liability would be if it were calculated using a discount rate 1 percentage 
point lower or 1 percentage point higher than the current discount rate:  
 

1% Decrease in Discount 1% Increase in 
Discount Rate Rate Discount Rate

GERF Discount Rate 6.9% 7.9% 8.9%
District's proportionate share of the GERF

net pension liability  $                              $                              $                             

TRA Discount Rate 7.00% 8.00% 9.00%
District's proportionate share of the TRA

net pension liability  $                              $                              $                             
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5.  Defined Benefit Pension Plans – Statewide (Continued) 
          
 
Pension Plan Fiduciary Net Position 
 
Detailed information about GERF’s fiduciary net position is available in a separately-issued PERA financial report. 
That report may be obtained on the Internet at www.mnpera.org; by writing to PERA at 60 Empire Drive #200, St. 
Paul, Minnesota, 55103-2088; or by calling (651) 296-7460 or 1-800-652-9026. 
 
Detailed information about TRA’s fiduciary net position is available in a separately-issued TRA financial report. That 
report can be obtained at www.MinnesotaTRA.org; by writing to TRA at 60 Empire Drive #400, St. Paul, Minnesota, 
55103-2088; or by calling (651) 296-2409 or 1-800-652-9026. 
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Contributions in District Contributions as
Fiscal Year Statutorily Relation to the Contribution Covered a Percentage of

Ending Pension Required Statutorily Required Deficiency Employee Covered Employee
June 30 Plan Contribution Contributions (Excess) Payroll Payroll

2015 PERA $             $                       $             $                
2016 PERA                                                           
2017
2018
2019
2020
2021
2022
2023
2024

Contributions in District Contributions as
Fiscal Year Statutorily Relation to the Contribution Covered a Percentage of

Ending Pension Required Statutorily Required Deficiency Employee Covered Employee
June 30 Plan Contribution Contributions (Excess) Payroll Payroll

2015 TRA $             $                       $             $                
2016 TRA                                                           
2017
2018
2019
2020
2021
2022
2023
2024

Schedule of District's Contributions
TRA Retirement Funds

Last Ten Years

Schedule of District's Contributions
GERF Retirement Funds

Last Ten Years
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Fiscal 

Year 

Ending  

June 30

District's Portion 

of the Net 

Pension Liability 

(Asset)

District's 

Proportionate 

Share of the Net 

Pension Liability 

(Asset)

District's 

Covered‐

Employee 

Payroll

District's 

Proportionate Share 

of the Net Pension 

Liability (Asset) as a 

Percentage of its 

Covered‐Employee 

Payroll

Plan Fiduciary 

Net Position as a 

Percentage of the 

Total Pension 

Liability

2014 0.0000% $                   $                0% 78.7%
2015 0.0000%                                        0% 78.2%
2016
2017
2018
2019
2020
2021
2022
2023

Schedule of District's and Non‐Employer  Proportionate Share of Net Pension Liability
Public Employees PERA

Last Ten Years (presented prospectively)

 
 

Fiscal 

Year 

Ending  

June 30

District's 

Portion of 

the Net 

Pension 

Liability 

(Asset)

District's 

Proportionate 

Share of the 

Net Pension 

Liability (Asset)

District's 

Proportionate 

Share of State of 

Minnesota's 

Proportionate 

Share of the Net 

Pension Liability

Proportionate 

Share of the Net 

Pension Liability 

and District's Share 

of the State of 

Minnesota's Share 

of the Net Pension 

Liability

District's 

Covered‐

Employee 

Payroll         

District's 

Proportionate 

Share of the Net 

Pension Liability 

(Asset) as a 

Percentage of its 

Covered‐

Employee 

Payroll

Plan Fiduciary 

Net Position 

as a 

Percentage of 

the Total 

Pension 

Liability

2014 0.0000% $               $                   $                     $               0% 81.5%
2015 0.0000%                                                                               0% 76.8%
2016
2017
2018
2019
2020
2021
2022
2023

Schedule of District's and Non‐Employer  Proportionate Share of Net Pension Liability
TRA

Last Ten Years (presented prospectively)
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING  
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Education 
Southern Minnesota Special Education Consortium #6083 
Adams, Minnesota    

We have audited, in accordance with the 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; and the provisions of the Minnesota Legal Compliance Audit Guide for 
School Districts promulgated by the Legal Compliance Task Force pursuant to Minnesota Statutes Section 6.65. 
The financial statements of the governmental activities and the major fund of Southern Minnesota Special Education 
Consortium #6083, Adams, Minnesota, as of and for the year ended June 30, 2016, and the related notes to the 
financial statements, which collectively comprises the District’s basic financial statements and have issued our 
report thereon dated November 30, 2016. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the District’s internal control over 
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for 
the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion 
on the effectiveness of the District’s internal control. Accordingly, we do not express an opinion on the effectiveness 
of the District’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal 
control such that there is a reasonable possibility that a material misstatement of the District’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit the attention of those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and 
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. Given 
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be 
material weaknesses. However, material weaknesses may exist that have not been identified. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether District’s financial statements are free of material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could have a direct and material effect on the determination of financial 
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our 
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing Standards. 



 

 

To the Board of Education 
Southern Minnesota Special Education Consortium #6083 
Page Two 
 
Minnesota Legal Compliance 
 
The Minnesota Legal Compliance Audit Guide for School Districts, promulgated by the State Auditor pursuant to 
Minn. Stat. § 6.65, contains seven main categories of compliance to be tested: contracting and bidding, deposits 
and investments, conflicts of interests, public indebtedness, claims and disbursements, uniform financial accounting 
and reporting standards for school districts, and miscellaneous provisions. Our study included all of the listed 
categories. 

 

In connection with our audit, nothing came to our attention that caused us to believe that the District failed to comply 
with the provisions of the Minnesota Legal Compliance Audit Guide for School Districts. However, our audit was not 
directed primarily toward obtaining knowledge of such noncompliance. Accordingly, had we performed additional 
procedures, other matters may have come to our attention regarding the District’s noncompliance with the above 
referenced provisions. 

 

Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the District’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the District’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
Rochester, Minnesota 
November 30, 2016 
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