


NOTE 6 - DEFINED BENEFIT PENSION PLANS - STATE-WIDE (CONTINUED)

The benefit provisions stated apply to active plan participants. Vested, terminated employees who are
entitled to benefits but not receiving them are bound by the provisions in effect at the time they last
terminated their public service.

TRA publicly issues a comprehensive annual financial report presenting financial statements,
supplemental information on funding levels, investment performance, and further information on benefits
provisions. The report may be accessed at the TRA website at tra.state.mn.us. Alternatively, a copy of
the report may be obtained by writing or calling TRA at Teachers’ Retirement Association, 60 Empire
Drive, Suite 400, St. Paul, Minnesota 55103-4000 or by calling (651) 296—6449 or (800) 657-3853.

B. Funding Policy

Minnesota Statutes, Chapter 354 sets the rates for employee and employer contributions. These statutes
are established and amended by the State Legislature. Coordinated and Basic Plan members are required
to contribute 5.5 percent and 9.0 percent, respectively, of their annual covered salary as employee
contributions. The employer contribution rate for Coordinated Plan members was 5.5 percent and
9.5 percent for Basic Plan members. Total covered payroll salaries for all TRA members state-wide
during fiscal year June 30, 2008 was approximately $3.645 billion.

The Cooperative’s contributions for the years ended June 30, 2009, 2008, and 2007 were $388,983,
$375,247, and $332,652, respectively, equal to the contractually required contributions for each year as
set by state statutes.

Public Employees’ Retirement Association (PERA)
A. Plan Description

All non-teacher full-time and certain part-time employees of the Cooperative are covered by defined
benefit plans administered by the Public Employees’ Retirement Association of Minnesota (PERA).
PERA administers the Public Employees’ Retirement Fund (PERF), which is a cost-sharing,
multi-employer retirement plan. This plan is established and administered in accordance with Minnesota
Statutes, Chapters 353 and 356.

PERF members belong to either the Coordinated or Basic Plan. Coordinated Plan members are covered
by Social Security and Basic Plan members are not. All new members must participate in the
Coordinated Plan.

PERA provides retirement benefits as well as disability benefits to members and benefits to survivors
upon death of eligible members. Benefits are established by state statutes, and vest after three years of
credited service. The defined retirement 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 percent of
average salary for each of the first 10 years of service and 2.7 percent for each remaining year. The
annuity accrual rate for Coordinated Plan members is 1.2 percent of average salary for each of the first
10 years and 1.7 percent for each remaining year. Under Method 2, the annuity accrual rate is 2.7 percent
of average salary for Basic Plan members and 1.7 percent for Coordinated Plan members for each year of
service. For all members hired prior to July 1, 1989 whose annuity is calculated using Method 1, a full
annuity is available when age plus years of service equal 90. Normal retirement age is 65 for Basic and
Coordinated Plan members hired prior to July 1, 1989. Normal retirement age is the age for unreduced
Social Security benefits capped at 66 for Coordinated Plan members hired on or after July 1, 1989. A
reduced retirement annuity is also available to eligible members seeking early retirement.
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NOTE 6 — DEFINED BENEFIT PENSION PLANS - STATE-WIDE (CONTINUED)

There are different types of annuities available to members upon retirement. A single-life annuity is a
lifetime annuity that ceases upon the death of the retiree—no survivor annuity is payable. There are also
various types of joint and survivor annuity options available which will be payable over joint lives.
Members may also leave their contributions in the fund upon termination of public service in order to
qualify for a deferred annuity at retirement age. Refunds of contributions are available at any time to
members who leave public service, but before retirement benefits begin.

The benefit provisions stated in the previous 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.

PERA issues a publicly available financial report that includes financial statements and required
supplementary information for PERF. That report may be obtained on the web at mnpera.org; by writing
to PERA at 60 Empire Drive, Suite 200, St. Paul, Minnesota 55103-2088; or by calling (651) 296-7460
or (800) 652-9026.

B. Funding Policy

Minnesota Statutes, Chapter 353 sets the rates for employer and employee contributions. These statutes
are established and amended by the State Legislature. The Cooperative makes annual contributions to the
pension plans equal to the amount required by state statutes. PERF Basic and Coordinated Plan members
were required to contribute 9.1 percent and 6.0 percent, respectively, of their annual covered salary in
2008. The Cooperative is required to contribute the following percentages of annual covered payroll:
11.78 percent for Basic Plan PERF members and 6.5 percent for Coordinated Plan PERF members.
Employer contribution rates for the Coordinated Plan increased to 6.75 percent, effective January 1, 2009.
The Cooperative’s contributions to PERF for the years ended June 30, 2009, 2008, and 2007 were
$184,265, $173,413, and $168,960, respectively, equal to the contractually required contributions for each
year as set by state statutes.

NOTE 7 - OTHER POST-EMPLOYMENT BENEFITS PLAN
A. Plan Description

The Cooperative provides post-employment insurance benefits to certain eligible employees through its
Other Post-Employment Benefits Plan, a single-employer defined benefit plan administered by the
Cooperative. All post-employment benefits are based on contractual agreements with employee groups.
As of July 1, 2008, the plan had 165 active participants and 6 retired participants. Eligibility for these
benefits is based on years of service and/or minimum age requirements. These contractual agreements do
not include any specific contribution or funding requirements. The plan does not issue a publicly
available financial report. These benefits are summarized as follows:

Post-Employment Insurance Benefits — All retirees of the Cooperative have the option under state
law to continue their medical insurance coverage through the Cooperative from the time of retirement
until the employee reaches the age of eligibility for Medicare. For members of certain employee
groups, the Cooperative pays the eligible retiree’s premiums for medical and/or dental insurance from
the time of retirement until the employee reaches the age of eligibility for Medicare. Benefits paid by
the Cooperative differ by bargaining unit and date of hire, with some contracts specifying a certain
dollar amount per month, and some covering premium costs as defined within each collective
bargaining agreement. Retirees not eligible for these Cooperative-paid premium benefits must pay
the full cooperative premium rate for their coverage.
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NOTE 7 - OTHER POST-EMPLOYMENT BENEFITS PLAN (CONTINUED)

The Cooperative is legally required to include any retirees for whom it provides health insurance
coverage in the same insurance pool as its active employees, whether the premiums are paid by the
Cooperative or the retiree. Consequently, participating retirees are considered to receive a secondary
benefit known as an “implicit rate subsidy.” This benefit relates to the assumption that the retiree is
receiving a more favorable premium rate than they would otherwise be able to obtain if purchasing
insurance on their own, due to being included in the same pool with the Cooperative’s younger and
statistically healthier active employees.

B. Funding Policy

The required contribution is based on projected pay-as-you-go financing requirements, with additional
amounts to pre-fund benefits as determined annually by the Cooperative. There are no invested plan
assets accumulated for payment of future benefits.

C. Annual OPEB Cost and Net OPEB Obligation

The Cooperative’s annual OPEB cost (expense) is calculated based on annual required contributions
(ARC) of the Cooperative, an amount determined on an actuarially determined basis in accordance with
the parameters of GASB Statement No. 45. The ARC represents a level funding that, if paid on an
ongoing basis, is projected to cover normal costs each year and amortize any unfunded actuarial liabilities
(or funding excess) over a period not to exceed 30 years. The following table shows the components of
the Cooperative’s annual OPEB cost for the year, the amount actually contributed to the plan, and the
changes in the Cooperative’s net OPEB obligation to the plan:

Annual required contribution $ 56,093
Interest on net OPEB obligation -
Adjustment to annual required contribution —

Annual OPEB cost (expense) 56,093
Contributions made 28,252
Change in net OPEB obligation 27,841

Net OPEB obligation — beginning of year —

Net OPEB obligation — end of year $ 27,841

The Cooperative’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and
the net OPEB obligation for the year are as follows:

Percentage of

Fiscal Annual Employer Annual OPEB Net OPEB
Year Ended OPEB Cost Contribution Cost Contributed Obligation
June 30,2009 § 56,093 $ 28,252 50.4% $ 27,841

D. Funded Status and Funding Progress

As of July 1, 2008, the most recent actuarial valuation date, the plan was zero percent funded. The
actuarial accrued liability for benefits was $426,957 and the actuarial value of assets was $0, resulting in
an unfunded actuarial accrued liability (UAAL) of $426,957. The covered payroll (annual payroll of
active employees covered by the plan) was $7,484,356, and the ratio of the UAAL to the covered payroll
was 5.7 percent.
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NOTE 7 - OTHER POST-EMPLOYMENT BENEFITS PLAN (CONTINUED)

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability occurrence of events far into the future. Examples include assumptions
about future employment, mortality, and the healthcare cost trend. Amounts determined regarding the
funded status of the plan and the ARC of the employer are subject to continual revision as actual results
are compared with past expectations and new estimates are made about the future. The Schedule of
Funding Progress immediately following the notes to basic financial statements presents multi-year trend
information about whether the actuarial value of plan assets is increasing or decreasing over time relative
to the actuarial accrued liabilities for benefits.

E. Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the time
of each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed
to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations.

In the July 1, 2008 actuarial valuation, the projected unit credit actuarial cost method was used. The
actuarial assumptions included: a 4.0 percent investment rate of return (net of administrative expenses)
based on the Cooperative’s own investments; a 4.0 percent rate of projected salary increases; an annual
healthcare cost trend rate of 10.0 percent initially, reduced by decrements to an ultimate rate of
5.0 percent after 10 years. The UAAL is being amortized on a level dollar basis over a closed period.
The remaining amortization period at July 1, 2008 was 30 years.

NOTE 8 - PENSION BENEFITS PLAN
A. Plan Description

The Cooperative provides post-employment pension benefits to certain eligible employees through the
Cooperative’s Pension Benefits Plan, a single-employer defined benefit plan administered by the
Cooperative. All pension benefits are based on contractual agreements with employee groups. Eligibility
for these benefits is based on years of service and/or minimum age requirements. No employee can
receive severance or retirement benefits in excess of one year’s salary. These contractual agreements do
not include any specific contribution or funding requirements. The plan does not issue a publicly
available financial report.

B. Funding Policy
The required contribution is based on projected pay-as-you-go financing requirements, with additional

amounts to pre-fund benefits as determined annually by the Cooperative. There are no invested plan
assets accumulated for payment of future benefits.
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NOTE 8 — PENSION BENEFITS PLAN (CONTINUED)
C. Annual Pension Cost and Net Pension Obligation

The Cooperative’s annual pension cost (expense) is calculated based on ARC of the Cooperative, an
amount determined on an actuarially determined basis in accordance with the parameters of GASB
Statement Nos. 25, 27, and 50. The ARC represents a level funding that, if paid on an ongoing basis, is
projected to cover normal costs each year and amortize any unfunded actuarial liabilities (or funding
excess) over a period not to exceed 30 years. The following table shows the components of the
Cooperative’s annual pension cost for the year, the amount actually contributed to the plan, and the
changes in the Cooperative’s net pension obligation to the plan:

Annual required contribution $ 33,896
Interest on net pension obligation -
Adjustment to annual required contribution -

Annual pension cost (expense) 33,896
Contributions made 35,283
Change in net pension obligation (1,387)

Net pension obligation — beginning of year —

Negative net pension obligation — end of year $ (1,387)

The Cooperative’s annual pension cost, the percentage of annual pension cost contributed to the plan, and
the net pension obligation for the year are as follows:

Percentage of (Negative)
Fiscal Annual Employer Annual Pension Net Pension
Year Ended Pension Cost Contribution Cost Contributed Obligation
June 30,2009  § 33,896 $ 35,283 104.1% $ (1,387)

D. Funded Status and Funding Progress

As of July 1, 2008, the most recent actuarial valuation date, the plan was zero percent funded. The
actuarial accrued liability for benefits was $248,088, and the actuarial value of assets was $0, resulting in
a UAAL of $248,088. The covered payroll (annual payroll of active employees covered by the plan) was
$7,484,356, and the ratio of the UAAL to the covered payroll was 3.31 percent.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability occurrence of events far into the future. Examples include assumptions
about future employment, mortality, and the healthcare cost trend. Amounts determined regarding the
funded status of the plan and the ARC of the employer are subject to continual revision as actual results
are compared with past expectations and new estimates are made about the future. The Schedule of
Funding Progress immediately following the notes to basic financial statements presents multi-year trend
information about whether the actuarial value of plan assets is increasing or decreasing over time relative
to the actuarial accrued liabilities for benefits.

E. Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the time
of each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed
to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations.
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NOTE 8 - PENSION BENEFITS PLAN (CONTINUED)

In the July 1, 2008 actuarial valuation, the projected unit credit actuarial cost method was used. The
actuarial assumptions included: a 4.0 percent investment rate of return (net of administrative expenses)
based on the Cooperative’s own investments; a 4.0 percent rate of projected salary increase for all
members. The UAAL is being amortized on a level dollar basis over a closed period. The remaining
amortization period at July 1, 2008 was 30 years.

NOTE 9 - FLEXIBLE BENEFIT PLAN

The Cooperative offers its employees a flexible benefit plan (cafeteria plan) (the Plan) created in
accordance with Internal Revenue Code § 125. All employee groups of the Cooperative are eligible if
and when the collective bargaining agreement or contract with their group allows eligibility. Eligible
employees can elect to participate by contributing pre-tax dollars withheld from payroll checks to the Plan
for healthcare and dependent care benefits.

Before the beginning of the Plan year, which is from July 1 to June 30, each participant designates a total
amount of pre-tax dollars to be contributed to the Plan during the year. At June 30, the Cooperative is
contingently liable for claims against the total amount of participants’ annual contributions to the medical
reimbursement portion of the Plan, whether or not such contributions have been made.

Payments of insurance premiums (health and dental) are made by the Cooperative directly to the
designated insurance companies. These payments are made on a monthly basis and are accounted for in
the General Fund.

Amounts withheld for medical reimbursement and dependent care are paid by the Cooperative to a trust
account maintained by an outside administrator on a monthly basis. Payments are made by the outside
administrator to participating employees upon submitting a request for reimbursement of eligible
expenses incurred by the employee. The medical reimbursement and dependent care activity is included
in the financial statements in the General Fund.

All property of the Plan and income attributable to that property is solely the property of the Cooperative,
subject to the claims of the Cooperative’s general creditors. Participants’ rights under the Plan are equal
to those of general creditors of the Cooperative in an amount equal to eligible healthcare and dependent
care expenses incurred by the participants. The Cooperative believes that it is unlikely that it will use the
assets to satisfy the claims of general creditors in the future.

NOTE 10 - COMMITMENTS AND CONTINGENCIES
A. Federal and State Revenues

Amounts received or receivable from federal and state agencies are subject to agency audit and
adjustment. Any disallowed claims, including amounts already collected, may constitute a liability of the
applicable funds. The amount, if any, of funds which may be disallowed by the agencies cannot be
determined at this time although the Cooperative expects such amounts, if any, to be immaterial.

B. Legal Contingencies

The Cooperative has the usual and customary legal claims pending at year-end, mostly of a minor nature
and/or covered by insurance. Although the outcomes of these claims are not presently determinable, the
Cooperative believes that the resolution of these matters will not have a material adverse effect on its
financial position.
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CARVER-SCOTT EDUCATIONAL COOPERATIVE

Schedules of Funding Progress
June 30, 2009

Other Post-Employment Benefits Plan

Unfunded Unfunded
Actuarial Actuarial Actuarial Actuarial Liability as a
Valuation Accrued Value of Accrued Funded Covered Percentage of
Date Liability Plan Assets Liability Ratio Payroll Payroll
July 1,2008 § 426,957 § - $ 426,957 - % § 7,484,356 5.7 %
Pension Benefits Plan
Unfunded Unfunded
Actuarial Actuarial Actuarial Actuarial Liability as a
Valuation Accrued Value of Accrued Funded Covered Percentage of
Date Liability Plan Assets Liability Ratio Payroll Payroll
July 1,2008 § 248,088 § - § 248,088 - % $ 7,484,356 331 %
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INDIVIDUAL FUND SCHEDULES




CARVER-SCOTT EDUCATIONAL COOPERATIVE

General Fund
Comparative Balance Sheet
as of June 30, 2009 and 2008

2009 2008
Assets
Cash and temporary investments $ 3,984,323 $ 4,262,950
Receivables
Accounts and interest 75,621 88,406
Due from other governmental units 2,464,250 1,479,245
Prepaid items — 9,200
Total assets $ 6,524,194 $ 5,839,801
Liabilities and Fund Balances
Liabilities
Salaries and compensated absences payable $ 892,565 $ 719,463
Accounts payable 218,646 134,054
Due to other governmental units 3,704,783 2,891,047
Unearned revenue 283,994 378,067
Total liabilities 5,099,988 4,122,631
Fund balances
Reserved for severance and health benefits - 24,389
Unreserved
Designated for severance benefits 15,391 -
Designated for building repairs 35,051 -
Undesignated 1,373,764 1,692,781
Total fund balances 1,424,206 1,717,170
Total liabilities and fund balances $ 6,524,194 $ 5,839,801
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CARVER-SCOTT EDUCATIONAL COOPERATIVE

General Fund

Schedule of Revenue, Expenditures, and Changes in Fund Balances
Budget and Actual

Year Ended June 30, 2009

(With Comparative Actual Amounts for the Year Ended June 30, 2008)

Revenue
Local sources
Interdistrict
Other
State sources
Federal sources
Total revenue

Expenditures
Current
Administration
District support services
Elementary and secondary
regular instruction
Vocational education instruction
Special education instruction
Instructional support services
Pupil support services
Sites and buildings
Fiscal and other fixed cost programs
Debt service
Principal
Interest
Total expenditures

Excess (deficiency) of revenue
over expenditures

Other financing sources
Capital loan proceeds

Net change in fund balances

Fund balances
Beginning of year

End of year
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2009 2008
Over (Under)

Budget Actual Budget Actual
$ 9,469,252 $ 9,749,196 $ 279,944 $ 13,689,113
2,886,569 2,585,636 (300,933) 2,381,159
4,520,969 4,433,245 (87,724) 312,152
1,966,235 1,492,964 (473,271) 1,220,814
18,843,025 18,261,041 (581,984) 17,603,238
764,016 764,349 333 746,472
938,409 926,587 (11,822) 795,737
3,477,661 3,573,721 96,060 2,707,910
2,205,116 2,151,928 (53,188) 2,464,094
9,225,259 9,009,190 (216,069) 8,166,143
23,479 13,245 (10,234) 19,069
331,566 337,662 " 6,096 361,146
900,329 884,235 (16,094) 1,118,900
45,947 45,947 - 43,280
555,599 555,599 - 670,774
291,542 291,542 — 318,285
18,758,923 18,554,005 (204,918) 17,411,810
84,102 (292,964) (377,066) 191,428
— — — 150,000
$ 84,102 (292,964) $ (377,066) 341,428
1,717,170 1,375,742
$ 1,424,206 $ 1,717,170



CARVER-SCOTT EDUCATIONAL COOPERATIVE

Special Revenue — Community Service Fund
Comparative Balance Sheet
as of June 30, 2009 and 2008

Assets

Cash and temporary investments
Receivables

Accounts and interest

Due from other governmental units

Total assets
Liabilities and Fund Balances

Liabilities
Salarjes and compensated absences payable
Accounts payable
Unearned revenue
Total liabilities

Fund balances
Unreserved — undesignated

Total liabilities and fund balances
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2009 2008

549,050 418,669
57,225 54,910
49,139 101,752
655,414 575,331
101,622 80,286
266 825
151,766 46,508
253,654 127,619
401,760 447,712
655,414 575,331




CARVER-SCOTT EDUCATIONAL COOPERATIVE

Special Revenue — Community Service Fund

Schedule of Revenue, Expenditures, and Changes in Fund Balances
Budget and Actual

Year Ended June 30, 2009

(With Comparative Actual Amounts for the Year Ended June 30, 2008)

Revenue
Local sources
Interdistrict
Other — primarily tuition and fees
State sources
Federal sources
Total revenue

Expenditures
Current

Community service

Net change in fund balances

Fund balances
Beginning of year

End of year

2009 2008
Over (Under)
Budget Actual Budget Actual

$ 9,305 $ 12,526 $ 3,221 $ 9,000
563,234 497,387 (65,847) 525,106
750,692 698,662 (52,030) 823,490
62,210 55,340 (6,870) 66,360
1,385,441 1,263,915 (121,526) 1,423,956
1,352,224 1,309,867 (42,357) 1,448,851

$ 33,217 (45,952) § (79,169) (24,895)
447,712 472,607
$§ 401,760 $ 447712
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CARVER-SCOTT EDUCATIONAL COOPERATIVE

General Fund Revenue by Source
Last Ten Fiscal Years

Year Ended Interdistrict All Other
June 30, Revenue Federal Revenue State Revenue Revenue Total
2000 $ 7,890,194 $ 1,396,030 $ 774,268 $ 2,560,931 $ 12,621,423
2001 8,945,459 915,287 886,839 2,423,953 13,171,538
2002 12,117,789 996,620 1,157,457 1,605,031 15,876,897
2003 12,852,238 1,118,704 538,931 1,347,317 15,857,190
2004 12,051,697 884,422 520,563 989,621 14,446,303
2005 12,245,533 1,310,634 374,814 1,356,995 15,287,976
2006 12,972,239 1,603,894 368,302 1,895,232 16,839,667
2007 12,905,337 2,014,585 244238 2,848,425 18,012,585
2008 13,689,113 1,220,814 312,152 2,381,159 17,603,238
2009 9,749,196 1,492,964 4,433,245 2,585,636 18,261,041

Note: Beginning in 2009, special education tuition is billed through the state, increasing state revenues while lowering
revenue received from member districts.
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CARVER-SCOTT EDUCATIONAL COOPERATIVE

General Fund Expenditures by Function

Last Ten Fiscal Years

Elementary
and Secondary Vocational Special
Year Ended District Regular Education Education Instructional Pupil Sites and
June 30, Administration Support Services Instruction Instruction Instruction Support Services  Support Services Buildings Other Programs Total
2000 $ 308,612 $ 1,240,678 $ 982,563 $ 1,772,712 $ 6,830,414 $ 238,867 $ 851,109 $ 1,101,700 $ - $ 13,326,655
2001 315,683 1,057,105 1,516,965 2,113,426 6,575,226 208,348 1,055,279 1,155,948 - 13,997,980
2002 385,130 811,350 1,241,880 3,177,472 6,882,780 161,826 1,289,350 1,804,377 229 15,754,394
2003 698,022 623,525 2,771,602 2,428,713 6,531,250 65,588 800,342 936,329 562,964 15,418,335
2004 617,715 352,875 2,319,030 2,479,991 6,374,640 36,009 575,821 750,603 552,882 14,059,566
2005 581,910 305,573 3,344,757 2,525,052 6,568,895 60,729 666,548 785,829 578,630 15,417,923
2006 624,865 320,327 2,715,691 2,720,311 7,684,068 40,763 607,362 1,212,900 943,552 16,869,839
2007 540,256 398,582 3,194,606 2,635,252 8,104,448 22,120 429,965 1,087,059 1,030,421 17,442,709
2008 746,472 795,737 2,707,910 2,464,094 8,166,143 19,069 361,146 1,118,900 1,032,339 17,411,810
2009 764,349 926,587 3,573,721 2,151,928 9,009,190 13,245 337,662 884,235 893,088 18,554,005

Note: Beginning in fiscal year 2003, debt service expenditures are reported in “Other Programs.” Previously, these expenditures were included in “Sites and Buildings.”
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CARVER-SCOTT EDUCATIONAL COOPERATIVE

Schedule of Expenditures of Federal Awards
Year Ended June 30, 2009

Federal
Federal Grantor/Pass-Through Grantor/Program Title CFDA No. Amount
U.S. Department of Education
Passed through Minnesota Department of Education
Special education cluster
Special Education — Grants to States 84.027 $ 750,549
Special Education — Preschool Grants 84.173 44,287
Subtotal for special education cluster 794,836
Adult Education — Basic Grants to States 84.002 45,331
Career and Technical Education — Basic Grants to States 84.048 375,173
Special Education — Grants for Infants and Families 84.181 94,200
Safe and Drug-Free Schools and Communities — State Grants 84.186 164,007
Education Technology State Grants 84.318 69,950
Direct
Safe and Drug-Free Schools and Communities — State Grants 84.186 11,216
U.S. Department of Agriculture
Passed through Minnesota Department of Education
Child and Adult Care Food Program 10.558 10,009
Corporation for National and Community Service
Passed through Minnesota Department of Education
Learn and Serve America — School and Community Based Programs 94.004 12,288
Total federal awards $ 1,577,010

Note 1:

Note 2:

This Schedule of Expenditures of Federal Awards is presented on the accrual basis of accounting. The
information in this schedule is presented in accordance with the U.S. Office of Management and Budget Circular
A-133, Audits of States, Local Governments, and Nonprofit Organizations. Therefore, some amounts presented
in this schedule may differ from amounts presented in, or used in the preparation of, the Cooperative’s basic
financial statements.

The Cooperative provided federal awards to subrecipients as follows:
Federal Amount
Program Title CFDA No. Provided
Special Education — Grants to States 84.027 $ 544,690
Special Education — Preschool Grants 84.173 31,056
Career and Technical Education — Basic Grants to States 84.048 262,993
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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 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, 2009. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Cooperative’s internal control over financial
reporting as a basis for designing our auditing procedures 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
Cooperative’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Cooperative’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the Cooperative’s ability to initiate, authorize, record, process,
or report financial data reliably in accordance with accounting principles generally accepted in the United
States of America such that there is more than a remote likelihood that a misstatement of the
Cooperative’s financial statements that is more than inconsequential will not be prevented or detected by
the Cooperative’s internal control. We consider the deficiencies described in the accompanying Schedule
of Findings and Questioned Costs as items 2009-1 and 2009-2 to be significant deficiencies in internal
control over financial reporting.

(continued)
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the Cooperative’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. However, we consider the significant
deficiencies described on the preceding page to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Cooperative’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.

The Cooperative’s corrective action plans related to the findings identified in our audit are described in
the accompanying Schedule of Findings and Questioned Costs. We did not audit the Cooperative’s

corrective action plans and, accordingly, we express no opinion on them.

We noted certain matters that we reported to management of the Cooperative in a separate letter dated
December 14, 2009.

This report is intended solely for the information and use of management, the Governing Board, federal
awarding agencies, and pass-through entities and is not intended to be, and should not be, used by anyone
other than these specified parties.

Y A Liwid] ikl L0

December 14, 2009
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PRINCIPALS

Kenneth W. Malloy, CPA
Thomas M. Montague, CPA
Thomas A. Karnowski, CPA
Paul A. Radosevich, CPA
CERTIFIEDYPUBLIC William ]. Lauer, CPA
ACCOUNTANTS James H. Eichten, CPA
Aaron ]. Nielsen, CPA
Victoria L. Holinka, CPA

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH

REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL

CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

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

Compliance

We have audited the compliance of Carver-Scott Educational Cooperative (the Cooperative) with the
types of compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal programs for the
year ended June 30, 2009. The Cooperative’s major federal programs are identified in the summary of
audit results section of the accompanying Schedule of Findings and Questioned Costs. Compliance with
the requirements of laws, regulations, contracts, and grants applicable to each of its major federal
programs is the responsibility of the Cooperative’s management. Our responsibility is to express an
opinion on the Cooperative’s compliance based on our audit.

We conducted our audit of compliance 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 OMB Circular A-133, Audits of
States, Local Governments, and Nonprofit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
Cooperative’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on the Cooperative’s compliance with those
requirements.

In our opinion, the Cooperative complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended June 30, 2009.

(continued)
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Internal Control Over Compliance

The management of the Cooperative is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the Cooperative’s internal control over
compliance with requirements that could have a direct and material effect on a major federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on compliance, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the Cooperative’s internal control over
compliance.

A control deficiency in a cooperative’s internal control over compliance 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 noncompliance with a type of compliance requirement of a federal
program on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the Cooperative’s ability to administer a federal program such that
there is more than a remote likelihood that noncompliance with a type of compliance requirement of a
federal program that is more than inconsequential will not be prevented or detected by the Cooperative’s
internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the Cooperative’s internal control.

Our consideration of the internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses as defined above.

This report is intended solely for the information and use of the Governing Board, management, federal
awarding agencies, and pass-through entities and is not intended to be, and should not be, used by anyone
other than these specified parties.

A Ay il dbanid B

December 14, 2009
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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.

W Anhio Ml Lrdbsini L 55

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
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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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