











INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE

WITH MINNESOTA STATE LAWS AND REGULATIONS

To the Governing Board of
Carver-Scott Educational Cooperative
Chaska, Minnesota

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Carver-Scott Educational Cooperative (the Cooperative) as of
and for the year ended June 30, 2009, which collectively comprise the Cooperative’s basic financial
statements, and have issued our report thereon dated December 14, 20009.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; 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 Local Governments, promulgated by the State Auditor pursuant to Minnesota Statute
8 6.65. Accordingly, the audit included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.

The Minnesota Legal Compliance Audit Guide for Local Governments covers seven categories of
compliance to be tested: contracting and bidding, deposits and investments, conflicts of interest, public
indebtedness, claims and disbursements, miscellaneous provisions, and uniform financial accounting and
reporting standards for school districts. Our study included all of the listed categories.

The results of our tests indicate that, for the items tested, the Cooperative complied with the material
terms and conditions of applicable legal provisions, except as described in the Schedule of Findings and
Questioned Costs.

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

December 14, 2009
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CARVER-SCOTT EDUCATIONAL COOPERATIVE

Schedule of Findings and Questioned Costs
Year Ended June 30, 2009

A. SUMMARY OF AUDIT RESULTS

This summary is formatted to provide federal granting agencies and pass-through agencies answers to
specific questions regarding the audit of federal awards.

Financial Statements

What type of auditor’s report is issued? Unqualified
Qualified
Adverse
Disclaimer

[T

Internal control over financial reporting:

Are there significant control deficiencies disclosed? Yes _ X No__
Are any of these condition(s) a material weakness? Yes _X No__ NA____
Noncompliance material to the financial statements:
Are there findings material to the financial statements? Yes No_X
Federal Awards
Internal controls over major federal award programs:
Are there significant control deficiencies disclosed? Yes __ No_X
Are any of these condition(s) a material weakness? Yes No__  NA_X

Major federal award program compliance:

What type of auditor’s report is issued? Unqualified X
Qualified
Adverse
Disclaimer

Are there audit findings relative to the major programs? Yes No X

Programs tested as major programs:

Program or Cluster CFDA No.
The U.S. Department of Education special education cluster consisting of:
— Special Education — Grants to States 84.027
— Special Education — Preschool Incentives 84.173
— Career and Technical Education — Basic Grants to States 84.048
Threshold for distinguishing type A and B programs. $ 300,000
Does the auditee qualify as a low-risk auditee? Yes No X
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CARVER-SCOTT EDUCATIONAL COOPERATIVE

Schedule of Findings and Questioned Costs (continued)
Year Ended June 30, 2009

B. FINDINGS - FINANCIAL STATEMENT AUDIT
MATERIAL WEAKNESSES
2009-1 Segregation of Duties

Criteria — Internal control over financial reporting.

Condition — Carver-Scott Educational Cooperative (the Cooperative) has limited segregation of
duties in several areas, including the maintenance of general and subsidiary ledgers.

Questioned Costs — Not applicable.
Context — This is a current year and prior year finding.

Cause — The limited segregation of duties is primarily caused by the limited size of the
Cooperative’s business office staff.

Effect — One important element of internal accounting controls is an adequate segregation of
duties such that no individual has responsibility to execute a transaction, have physical access to
the related assets, and have responsibility or authority to record the transaction. A lack of
segregation of duties subjects the Cooperative to a higher risk that errors or fraud could occur and
not be detected in a timely manner in the normal course of business.

Recommendation — We recommend that the Cooperative continue its efforts to segregate duties
as best it can within the limits of what the Cooperative considers to be cost beneficial.

Corrective Action Plan
Actions Planned — The Cooperative intends to review the transaction cycles identified above
and work with the Cooperative’s financial auditors to review specific weaknesses identified
during the annual audit and actions needed to eliminate or mitigate this internal control
weakness. Upon completion of this review, the Cooperative will weigh the related costs and
benefits associated with implementation changes needed to eliminate this condition.
Official Responsible — Sandy Linn, Business Manager.
Planned Completion Date — June 30, 2010.

Disagreement With or Explanation of Finding — The Cooperative has no disagreement with
the finding.

Plan to Monitor — Dr. Randall Zitterkopf, Executive Director, will make the entire business

office aware of its objective to address this condition and supervise the progress of planned
actions during the year.
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CARVER-SCOTT EDUCATIONAL COOPERATIVE

Schedule of Findings and Questioned Costs (continued)
Year Ended June 30, 2009

B. FINDINGS - FINANCIAL STATEMENT AUDIT (CONTINUED)
MATERIAL WEAKNESSES (CONTINUED)
2009-2 Preparation of Financial Statements

Criteria — Management is responsible for establishing and maintaining effective internal
controls. These controls include the responsibility for preparation, or oversight of the
preparation, of the financial statements in accordance with accounting principles generally
accepted in the United States of America.

Condition — Other than the Management’s Discussion and Analysis, the Cooperative had our
firm prepare the accompanying annual financial report. Like many similarly sized organizations,
the Cooperative requested assistance from us with the drafting of the annual financial statements
and related notes. Although this is common practice and may be the most practical and cost
effective method to complete this task, the fact that the Cooperative does not have the internal
resources available to prepare the annual financial statements is considered a deficiency.

Questioned Costs — Not applicable.

Context — This is a current year and prior year finding.

Cause — The Cooperative does not have the internal resources available to prepare its own annual
financial statements, and has made the decision that from a cost-benefit perspective, it is more

efficient to have the auditor prepare them than to contract with another outside party.

Effect — The auditor prepared the draft of the Cooperative’s annual financial statements and
disclosures.

Recommendation — We recommend that the Cooperative consider whether it is cost beneficial to
either provide training to its internal staff that would enable the Cooperative to prepare its own
financial statements, or contract with another outside party to prepare them.

Corrective Action Plan
Actions Planned — In the future, the Cooperative still plans to have the audit firm prepare the
financial statements and related footnote disclosures but the Business Manager will review
and approve them prior to issuance of the annual financial statements. The Business Manager
will also present the review to the Executive Director prior to the issuance of the statements.
Official Responsible — Sandy Linn, Business Manager.
Planned Completion Date — June 30, 2010.

Disagreement With or Explanation of Finding — The Cooperative is in agreement with this
finding.

Plan to Monitor — Dr. Randall Zitterkopf, Executive Director, will continue to monitor this
deficiency and establish policies and procedures within the limits of the staff available.
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CARVER-SCOTT EDUCATIONAL COOPERATIVE

Schedule of Findings and Questioned Costs (continued)
Year Ended June 30, 2009

C. FINDINGS AND QUESTIONED COSTS — MAJOR FEDERAL AWARD PROGRAMS
AUDIT

None.

D. FINDINGS - MINNESOTA LEGAL COMPLIANCE AUDIT

2009-3 CLAIMS AND DISBURSEMENTS

Criteria — Minnesota Statute § 471.425, Subd. 2.

Condition — Minnesota Statutes require districts to pay each vendor obligation according to the
terms of each contract or within 35 days after the receipt of the goods or services or the invoice
for the goods or services. If such obligations are not paid within the appropriate time period, the
Cooperative must pay interest on the unpaid obligations at the rate of 1.5 percent per month or
part of a month. For one disbursement selected for testing, the Cooperative did not pay the
obligations within the required time period, and did not pay interest on the unpaid obligations.

Questioned Costs — Not applicable.

Context — One out of ten disbursements tested were not in compliance. This is a current year
finding.

Cause — All general disbursements are approved by the Governing Board prior to payment. Due
to the timing of the semi-monthly Governing Board meetings, invoices are sometimes not paid
within the 35 days as required.

Effect — Certain payments made to vendors were not paid within the timeframe as required by
state statute, and the vendors were not paid interest to which they were entitled.

Recommendation — We recommend that the Cooperative review claims and disbursement
payment procedures in place to ensure future compliance with this statute.

Corrective Action Plan
Actions Planned — The Cooperative is reviewing current procedures for paying invoices and
will implement new processes as appropriate to meet its financial obligations within the
required 35-day time period.
Official Responsible — Sandy Linn, Business Manager.
Planned Completion Date — June 30, 2010.

Disagreement With or Explanation of Finding — The Cooperative has no disagreement with
the finding.

Plan to Monitor — Dr. Randall Zitterkopf, Executive Director, will review disbursement check
runs to assure they are being paid within the required 35-day time period.
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CARVER-SCOTT EDUCATIONAL COOPERATIVE

Schedule of Findings and Questioned Costs (continued)
Year Ended June 30, 2009

E. SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS — MAJOR FEDERAL AWARD
PROGRAMS AUDIT

No audit findings at June 30, 2008.
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General Fund
Total revenue
Total expenditures

Reserved
403
405
406
407
408
411
414
416
417
419
423
424
426
427
428
434
435
436
438
441
445
446
449
450
451
452
453

Unreserved
418
422

Food Service
Total revenue
Total expenditures
Reserved
411
419
452
Unreserved
418
422

Community Service
Total revenue
Total expenditures

Reserved
411
419
426
431
432
444
447
452

Unreserved
418
422

Building Construction
Total revenue
Total expenditures
Reserved
407
409
413
419
Unreserved
422

CARVER-SCOTT EDUCATIONAL COOPERATIVE

Uniform Financial Accounting and Reporting Standards

Compliance Table
June 30, 2009

Staff development

Deferred maintenance

Health and safety

Capital projects levy
Cooperative revenue

Severance pay

Operating debt

Levy reduction

Taconite building maintenance
Encumbrances

Certain teacher programs
Operating capital

$25 taconite

Disabled accessibility

Learning and development
Area learning center

Contracted alternative programs
State approved alternative program
Gifted and talented

Basic skills programs

Career and technical programs
First grade preparedness

Safe school crime
Pre-kindergarten

QZAB payments

OPERB liability not in trust
Unfunded severance and retirement levy

Severance — insurance premiums
Unreserved — undesignated

Severance pay
Encumbrances
OPEB liability not in trust

Severance — insurance premiums
Unreserved — undesignated

Severance

Encumbrances

$25 taconite

Community education
ECFE

School readiness

Adult basic education
OPEB liability not in trust

Severance — insurance premiums
Unreserved — undesignated

Capital projects levy
Alternative facility program
Project funded by COP
Encumbrances

Unreserved — undesignated

-60-

Audit UFARS Audit - UFARS
$ 18,261,041 $ 18,261,044 $ 3)
$ 18,554,005 $ 18,554,006 $ 1)
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ 15,391 $ 15,391 $ -
$ 1408815 $ 1,408,815 $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ 1,263,915 $  1,263915 $ -
$ 1,309,867 $ 1,309,867 $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ 401,760 $ 401,761 $ 6))
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -



CARVER-SCOTT EDUCATIONAL COOPERATIVE

Uniform Financial Accounting and Reporting Standards

Compli Table (continued)
June 30, 2009
Audit UFARS Audit — UFARS
Debt Service
Total revenue $ - $ - $ -
Total expenditures $ - $ - $ -
Reserved
425 Bond refundings $ - $ - $ -
451 QZAB payments $ - $ - $ -
Unreserved
422 Unreserved — undesignated $ - $ - $ -
Trust
Total revenue $ - $ - $ -
Total expenditures $ - $ - $ -
Reserved
419 Encumbrances $ - $ - $ -
Unreserved
422 Unreserved - undesignated $ 416,625 $ 416,625 $ -
Agency
Unreserved
422 Unreserved — undesignated $ - $ - $ -
Internal Service
Total revenue $ - $ - $ -
Total expenditures $ - $ - $ -
Reserved
419 Encumbrances $ - $ - $ -
Unreserved
422 Unreserved — undesignated $ - $ - $ -
OPEB Revocable Trust
Total revenue $ - $ - $ -
Total expenditures $ - $ - $ -
Reserved
419 Encumbrances $ - $ - $ -
Unreserved
422 Unreserved — undesignated $ - $ - $ -
OPEB Irrevocable Trust
Total revenue $ - $ ~ $ -
Total expenditures $ - $ - $ -
Reserved
Unreserved
422 Unreserved — undesignated $ - $ - $ -
OPEB Debt Service
Total revenue $ - $ - $ -
Total expenditures $ - $ - $ -
Reserved
425 Bond refundings $ - $ - $ -
Unreserved
422 Unreserved — undesignated $ - $ - $ -
Note:  The Cooperative may report certain additional reserved and designated fund bal for fi ial reporting purposes that are reported to the Minnesota Department of Education as
unreserved for purposes of this table.
Unaudited Data Reporting Elements
Fiscal Year 2009 Safe School Maintenance of Effort
Total expenditures $ -
FIE -
Fiscal Year 2009 Operating Capital Transfer
Per pupil amount $ -
Adjusted marginal cost pupil unit -
Total transfer $ -
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