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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Southeast Service Cooperative
Independent School District No. 921
Rochester, Minnesota
Report on the Financial Statements
We have audited the accompanying financial statements of each major enterprise fund of the Southeast Service Cooperative,
Rochester, Minnesota, (the Cooperative) as of and for the year ended June 30, 2014, and the related notes to the financial statements,
which collectively comprise the Cooperative’s basic financial statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free 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
Cooperative’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 Cooperative’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 financial statement
presentation.
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
each major enterprise fund of the Cooperative as of June 30, 2014, and the respective changes in financial position and cash flows for
the year then ended in conformity with accounting principles generally accepted in the United States of America.
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Other Matters
Revenue and Claims Development Information
As disclosed in Note 1, information necessary to present the ten-year revenue and claims development information for its Risk
Management Pool fund is not readily available and therefore the Cooperative has not presented this information. Accounting principles
generally accepted in the United States of America has determined this information is necessary to supplement, although not required
to be part of, the basic financial statements.
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the Management’s Discussion and Analysis
starting on page 13 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 responses 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 Cooperative’s
basic financial statements. The introductory section, the accompanying combining and individual fund schedules and table and the
Schedule of Expenditures of Federal Awards, as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, are presented for the purposes of additional analysis and are not a required part of
the basic financial statements.
The combining and individual fund schedules and table and the Schedule of Expenditures of Federal Awards 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 additional 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
information is 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.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated October 10, 2014, on our consideration of
the Cooperative’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 Cooperative’s internal control over financial reporting and compliance.

ABDO, EICK & MEYERS, LLP
Mankato, Minnesota
October 10, 2014
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Management’s Discussion and Analysis
This section of Southeast Service Cooperative’s (the Cooperative) annual financial report presents our discussion and analysis of the
Cooperative’s financial performance during the fiscal year that ended on June 30, 2014. The Management’s Discussion and Analysis
(MD&A) is an element of Required Supplementary Information specified in the Governmental Accounting Standard Board’s (GASB)
Statement No. 34 - Basic Financial Statements - and Management’s Discussion and Analysis - for State and Local Governments.
The Cooperative is a membership organization and is recognized in terms of a legal entity as a public entity, independent school
district. The Cooperative does not have any levy authority, does not have any tax base, does not receive any regular government
funding; and doesn’t provide ongoing, regular instructional programming for K-12 students. This is an important consideration in
comparing and contrasting the Cooperative’s financial statements with other public entities and/or Cooperatives. It is also an
important consideration in that revenue has to be generated in order to provide services and programs for members.
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 enterprise funds: Member Services and Risk Management Pools. Due to the fact that SSC
does not have any significant financial activity as a result of government funding, there is only one set of statements that is prepared
on a government-wide basis.
Government-wide statements. The government-wide statements report information about the Cooperative as a whole using
accounting methods similar to those used by private-sector companies. The balance sheet includes all of the Cooperative’s assets and
liabilities. All of the current year’s revenues and expenses are accounted for in the statement of revenues, expenses and changes in net
position regardless of when cash is received or paid. The two government-wide statements report the Cooperative’s net position and
how they have changed. Net position - the difference between the Cooperative’s assets and liabilities - are one way to measure the
Cooperative’s financial health or position. Over time, increases or decreases in the Cooperative’s net position are an indicator of
whether its financial position is improving or deteriorating, respectively.
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Southeast Service Cooperative’s Summary of Net Position
Business-type
Activities
2014
2013
Current and other assets
Capital assets
Total assets
Long-term liabilities outstanding
Other liabilities
Total liabilities
Net position
Investment in capital assets
Restricted for rate stabilization
Unrestricted
Total net position

Increase (Decrease)
Amount
Percent

$ 26,821,428
1,577,129

29,431,526

28,398,557

33,859
6,356,663

37,458
7,182,968

(3,599)
(826,305)

(9.6)
(11.5)

6,390,522

7,220,426

(829,904)

(11.5)

2,628,712
7,510,920
12,901,372

2,389,304
8,851,019
9,937,808

239,408
(1,340,099)
2,963,564

10.0
(15.1)
29.8

$ 23,041,004

$ 21,178,131
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$

(18,614)
1,051,583

(0.1) %
66.7

$ 26,802,814
2,628,712

1,032,969

$ 1,862,873

3.6

8.8

Southeast Service Cooperative’s Changes in Net Position
Business-type
Activities
2014
2013
Revenues
Program revenues
Fees from patrons
Grants
Sales and other conversion of assets
Insurance premiums
Administrative fees
General revenues
Interest income
Gain on disposal of capital assets
Total revenues
Expenses
Salaries
Employee benefits
Contracted services
Supplies
Equipment (not capitalized)
Communication
Occupancy
Travel
Printing
Other
Administration
Depreciation
Wellness activities
Insurance premiums and administrative fees
Insurance claims
Insurance settlements
Loss on disposal of capital assets
Total expenses
Change in net position
Net position - July 1
Net position - June 30

$

579,597
1,102,138
129,847
50,739,715
1,232,429

$

582,129
1,144,801
117,857
49,690,601
1,216,160

Increase (Decrease)
Percent
Amount

$

(2,532)
(42,663)
11,990
1,049,114
16,269

(0.4) %
(3.7)
10.2
2.1
1.3

102,142
-

61,990
2,109

40,152
22,876

64.8
1,084.7

53,885,868

52,815,647

1,095,206

2.1

1,250,604
396,255
716,211
31,293
74,710
48,247
110,773
211,255
15,680
7,599
(195)
173,460
589,048
11,392,175
39,347,539
(2,366,644)
24,985

1,230,911
365,126
744,852
43,549
126,549
38,612
62,892
214,570
15,513
8,056
88,691
216,946
163,123
10,790,751
38,899,849
(6,403,222)
-

19,693
31,129
(28,641)
(12,256)
(51,839)
9,635
47,881
(3,315)
167
(457)
(88,886)
(43,486)
425,925
601,424
447,690
4,036,578
24,985

1.6
8.5
(3.8)
(28.1)
(41.0)
25.0
76.1
(1.5)
1.1
(5.7)
(100.2)
(20.0)
261.1
5.6
1.2
(63.0)
100.0

52,022,995

46,606,768

5,416,227

11.6

1,862,873

6,208,879

(4,346,006)

(70.0)

21,178,131

14,969,252

6,208,879

41.5

$ 23,041,004

$ 21,178,131

$ 1,862,873

8.8
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Condensed Financial Information

Net Position
June 30, 2014

Member services
fund - capital assets
11.4%

Member services
fund - unrestricted
1.6%

Member services
fund - unrestricted,
designated
0.3%
Risk mgmt pool fund
- unrestricted
10.5%

Risk mgmt pool fund
- unrestricted,
designated
43.6%

Risk mgmt pool fund
- restricted
32.6%

Total Expenses (less health premiums)
July 1, 2013 to June 30, 2014

Other
0.2%

Depreciation
4.7%

Loss on disposal of
capital assets
0.7%

Wellness activities
16.1%

Salaries
34.2%

Printing
0.4%
Travel
6.0%
Occupancy
3.0%
Communication
1.3%

Equipment
2.0%
Supplies
0.9%

Employee benefits
10.8%

Contracted services
19.7%
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Total Revenue (less health premiums)
July 1, 2013 to June 30, 2014
Gain on disposal
of capital assets
0.8%

Interest earnings
3.2%

Fees from patrons
18.3%

Administrative
fees
38.8%

Sales and other
conversions of
assets
4.1%

Grants
34.8%

Analysis of Financial Position of the Cooperative as a Whole
The Cooperative’s combined net position was $23,041,004 on June 30, 2014. This was an increase of 8.8 percent from the prior year.
This is due to many factors, but mainly due to an increase in insurance premium revenues. The increase in net position was
significantly less than the increase in net position in the prior year. This is primarily related to insurance settlements from both the
School Insurance Pool and the Government Insurance Pool.
The Cooperative continues to bear a 10 percent risk liability for member’s claims in the insurance pools. The Cooperative must use
insurance reserves to pay for any negative settlements. The Cooperative’s insurance reserve is now $19,973,471 which is an increase
from 2013 of $1,812,085. This exceeds a possible 10 percent claims loss. The maximum loss based on this year’s claims would be
$3,934,754 ($39,347,539 X 10 percent). The majority of reserves that are in excess of a 10 percent claim loss risk ($3,934,754) are
specifically identified for each pool at the time of settlements and are intended to reduce insurance premiums paid by members in
future years. Advisory committees comprised of pool member organizations review the calculations and advise the Board of Directors
on using excess reserves to reduce future premiums.
Total assets increased by 3.6 percent. This was primarily due to the increase in the Government Pool portion of the Risk Management
Pool fund, but also due to estimating the Rate Stabilization Reserve (RSR) on June 30, 2014. The RSR is typically measured with
more finality and less estimation at the time of the settlement of both the Government Pool and the School Pool.

Southeast Service Cooperative’s Capital Assets
(net of depreciation)
Business-type Activities
2014
Land
Land improvements
Buildings
Equipment
Less accumulated depreciation
Total

$

535,500
497,705
2,048,674
725,157
(1,178,324)

$ 2,628,712

Increase
(Decrease)

2013
$

535,500
497,705
1,348,244
300,379
(1,104,699)

$ 1,577,129

$

700,430
424,778
(73,625)

$ 1,051,583

The Cooperative combined capital assets were $2,628,712 on June 30, 2014. This was an increase of 66.7 percent from the prior year.
This increase was due to the improvements and remodeling of the Wood Lake Meeting Center.
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Financial Analysis of the Cooperative Funds
The revenue in the Member Services fund decreased from last year primarily due to a decrease in State grants and administrative fees,
while fees from patrons revenue remained comparable to last year. Fees from patrons are being primarily driven by use of services
with minimal increase in the fee rates. Expenses incurred in the Member Services Fund decreased from last year in order to match the
decrease in overall revenues.
The Risk Management Pool fund revenue increased by only 2 percent as both pools offered only slight increases in rates in order to
utilize reserves for potential increase in insurance costs. Expenses had a significant increase, primarily related to insurance
settlements and investment in wellness initiatives.
Both funds currently have fully-funded reserve amounts that are held by Blue Cross and Blue Shield of Minnesota, Inc. to protect the
financial stability of the pools.
Factors Bearing on the Cooperative’s Future
The Cooperative will continue to strengthen revenue through fees for service and administrative fees related to services needed by
member organizations. The Cooperative continues to rely very heavily on the revenue from health insurance programming. The everchanging impact of Federal, State and local funding for the Cooperative’s membership continues to provide both additional
opportunities and additional challenges to the Cooperative’s services. The Cooperative is seeking ways to continue to diversify
revenue in order be less reliant on health insurance programming funds for future initiatives. This past year, the Cooperative invested
in renovation of the Wood Lake Meeting Center in order to increase the potential for additional revenue driven from the facility.
The greatest challenge to the Cooperative’s financial position for the future is the 10 percent risk factor that is part of a contractual
arrangement with Blue Cross and Blue Shield of Minnesota, Inc. The Cooperative has used a series of processes intended to maintain
the financial efficacy of the pools, however, the rising costs and unpredictability of the health insurance market as well as new Federal
legislation will continue to affect future health insurance programming and the finances needed.
Contacting the Cooperative’s Financial Management Staff
This financial report is designed to provide our members, customers, and creditors with a general overview of the Cooperative’s
finances and to demonstrate the Cooperative’s accountability for the money it receives. If you have questions about this report or need
additional financial information, contact the Accounting Department, Southeast Service Cooperative, 210 Woodlake Drive Southeast,
Rochester, MN 55904.
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SOUTHEAST SERVICE COOPERATIVE
INDEPENDENT SCHOOL DISTRICT NO. 921
ROCHESTER, MINNESOTA
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JUNE 30, 2014
Business-type Activities - Enterprise Funds
Risk
Member
Management
Services
Pool
Total
CURRENT ASSETS
Cash and temporary investments
Receivables
Accounts
Interest
Due from other districts
Intergovernmental
Rate stabilization reserve
Prepaid items

$

TOTAL CURRENT ASSETS
NONCURRENT ASSETS
Land held for resale
Capital assets
Land
Land improvements
Buildings
Equipment
Less accumulated depreciation

282,818

$ 17,694,559

$ 17,977,377

53,050
2,245
109,728
279,890
3,400

45
53,984
7,510,920
-

53,095
56,229
109,728
279,890
7,510,920
3,400

731,131

25,259,508

25,990,639

-

812,175

812,175

535,500
497,705
2,048,674
725,157
(1,178,324)

-

535,500
497,705
2,048,674
725,157
(1,178,324)

Total capital assets (net of accumulated depreciation)

2,628,712

-

2,628,712

TOTAL NONCURRENT ASSETS

2,628,712

812,175

3,440,887

TOTAL ASSETS

3,359,843

26,071,683

29,431,526

164,548
9,911
2,173
37,208
44,611

5,084
2,565,904
275,833
243,595
3,007,796
-

169,632
2,565,904
275,833
253,506
2,173
3,007,796
37,208
44,611

258,451

6,098,212

6,356,663

33,859

-

33,859

TOTAL LIABILITIES

292,310

6,098,212

6,390,522

NET POSITION
Investment in capital assets
Restricted for rate stabilization
Unrestricted

2,628,712
438,821

7,510,920
12,462,551

2,628,712
7,510,920
12,901,372

3,067,533

$ 19,973,471

$ 23,041,004

LIABILITIES
CURRENT LIABILITIES
Accounts and other payables
Health claims payable
PCORI fees payable
Due to other districts
Due to other governments
Health claims payable - IBNR
Unearned revenue
Compensated absences payable - current portion
TOTAL CURRENT LIABILITIES
NONCURRENT LIABILITIES
Compensated absences payable

TOTAL NET POSITION

$

The notes to the financial statements are an integral part of this statement.
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SOUTHEAST SERVICE COOPERATIVE
INDEPENDENT SCHOOL DISTRICT NO. 921
ROCHESTER, MINNESOTA
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2014
Business-type Activities - Enterprise Funds
Risk
Member
Management
Services
Pool
Total
OPERATING REVENUES
Fees from patrons
Grants
Local
State
Federal
Sales and other conversion of assets
Insurance premiums
Administrative fees

$

TOTAL OPERATING REVENUES
OPERATING EXPENSES
Salaries
Employee benefits
Contracted services
Supplies
Equipment (not capitalized)
Communication
Occupancy
Travel
Printing
Other
Administration
Depreciation
Wellness activities
Insurance premiums and administrative fees
Insurance claims
Insurance settlements
TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)
NONOPERATING REVENUES (EXPENSES)
Interest income
Loss on disposal of capital assets
TOTAL NONOPERATING REVENUES (EXPENSES)
INCOME (LOSS) BEFORE TRANSFERS
TRANSFERS IN
TRANSFERS OUT

579,597

NET POSITION, JULY 1
NET POSITION, JUNE 30

$

The notes to the financial statements are an integral part of this statement.
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-

$

579,597

7,000
37,845
1,057,293
129,847
72,609

50,739,715
1,159,820

7,000
37,845
1,057,293
129,847
50,739,715
1,232,429

1,884,191

51,899,535

53,783,726

1,197,324
379,421
355,721
31,289
74,710
46,006
106,973
199,302
12,939
7,599
(538,430)
173,460
-

53,280
16,834
360,490
4
2,241
3,800
11,953
2,741
538,235
589,048
11,392,175
39,347,539
(2,366,644)

1,250,604
396,255
716,211
31,293
74,710
48,247
110,773
211,255
15,680
7,599
(195)
173,460
589,048
11,392,175
39,347,539
(2,366,644)

2,046,314

49,951,696

51,998,010

(162,123)

1,947,839

1,785,716

3,447
(24,985)

98,695
-

102,142
(24,985)

(21,538)

98,695

77,157

(183,661)

2,046,534

1,862,873

234,449
-

CHANGE IN NET POSITION

$

(234,449)

234,449
(234,449)

50,788

1,812,085

1,862,873

3,016,745

18,161,386

21,178,131

3,067,533

$ 19,973,471

$ 23,041,004

SOUTHEAST SERVICE COOPERATIVE
INDEPENDENT SCHOOL DISTRICT NO. 921
ROCHESTER, MINNESOTA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2014
Business-type Activities - Enterprise Funds
Risk
Member
Management
Services
Pool
Total
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from members
Cash payments to suppliers for goods and services
Cash payments on insurance claims and settlements
Cash payments to employees for services
Grant receipts

$

NET CASH PROVIDED BY OPERATING ACTIVITIES

123,198

CASH FLOWS FROM NONCAPITAL AND
RELATED FINANCING ACTIVITIES
Transfers in
Transfers out
NET CASH PROVIDED (USED) BY NONCAPITAL AND
RELATED FINANCING ACTIVITIES
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Acquisition of capital assets
Proceeds from sale of equipment
NET CASH USED BY CAPITAL AND
RELATED FINANCING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received on investments

The notes to the financial statements are an integral part of this statement.
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$

2,394,765

(234,449)

234,449

(234,449)

$ 52,741,254
(13,090,134)
(36,597,813)
(1,637,482)
1,102,138
2,517,963

234,449
(234,449)

-

(1,267,535)
7,422

-

(1,267,535)
7,422

(1,260,113)

-

(1,260,113)

76,541

78,477

2,236,857

1,336,327

1,183,348

15,457,702

16,641,050

282,818

$ 17,694,559

$ 17,977,377

(900,530)

CASH AND CASH EQUIVALENTS, JULY 1

$ 51,899,490
(12,836,798)
(36,597,813)
(70,114)
-

234,449
-

1,936

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, JUNE 30

841,764
(253,336)
(1,567,368)
1,102,138

SOUTHEAST SERVICE COOPERATIVE
INDEPENDENT SCHOOL DISTRICT NO. 921
ROCHESTER, MINNESOTA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS - CONTINUED
FOR THE YEAR ENDED JUNE 30, 2014
Business-type Activities - Enterprise Funds
Risk
Member
Management
Services
Pool
Total
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating income (loss)
Adjustments to reconcile operating income (loss) to
net cash provided by operating activities
Depreciation expense
(Increase) decrease in assets
Accounts receivable
Due from other districts
Intergovernmental
Rate stabilization reserve
Prepaid items
Increase (decrease) in liabilities
Accounts and other payables
Health claims payable
PCORI fees payable
Due to other districts
Due to other governments
Health claims payable - IBNR
Unearned revenue
Compensated absences payable
NET CASH PROVIDED BY OPERATING ACTIVITIES
NONCASH TRANSACTIONS INVOLVING CAPITAL AND
RELATED FINANCING ACTIVITIES
Book value of disposed capital assets
Transfer from IBNR investments to RSR investments

The notes to the financial statements are an integral part of this statement.
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$

(162,123)

$ 1,947,839

$ 1,785,716

-

183,545

183,545
(28,670)
36,380
30,325
517

(45)
1,340,099
-

(28,715)
36,380
30,325
1,340,099
517

32,949
(848)
70
21,676
9,377

(450,543)
(894,323)
275,833
239,949
(1,350)
(62,694)
-

(417,594)
(894,323)
275,833
239,101
(1,280)
(62,694)
21,676
9,377

$

123,198

$

32,407
-

$ 2,394,765

$ 2,517,963

$

$

861,355

32,407
861,355

SOUTHEAST SERVICE COOPERATIVE
INDEPENDENT SCHOOL DISTRICT NO. 921
ROCHESTER, MINNESOTA
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUND
JUNE 30, 2014
Agency
ASSETS
Cash and temporary investments
Due from other districts
TOTAL ASSETS
LIABILITIES
Accounts payable
Due to other districts
TOTAL LIABILITIES

The notes to the financial statements are an integral part of this statement.
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$

52,779
68

$

52,847

$

593
52,254

$

52,847

SOUTHEAST SERVICE COOPERATIVE
INDEPENDENT SCHOOL DISTRICT NO. 921
ROCHESTER, MINNESOTA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014
Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting entity
The Southeast Service Cooperative (the Cooperative) is a public agency established by an act of the 1976 Legislature of
the State of Minnesota. The primary purpose is to provide services, programs, in-service education, and planning to
participating school districts within an 11 county region in Southeastern Minnesota. The Cooperative has considered all
potential units for which it is financially accountable, and other organizations for which the nature and significance of
their relationship with the Cooperative are such that exclusion would cause the Cooperative’s financial statements to be
misleading or incomplete. The Governmental Accounting Standards Board (GASB) has set forth criteria to be
considered in determining financial accountability. These criteria include appointing a voting majority of an
organization’s governing body, and (1) the ability of the primary government to impose its will on that organization or
(2) the potential for the organization to provide specific benefits to, or impose specific financial burdens on the primary
government. The Cooperative has no component units that meet the GASB criteria.
The Cooperative is also a participant in, and a sponsor of, a public entity risk pool established as a health insurance
purchasing pool for its members. Members may withdraw from the pool at any time, but to rejoin the pool the member
must wait two years. Any net investment a withdrawing member has with the pool remains in the pool. The pool is
responsible for any remaining “run-out” claims. The agreement for formation of the pool provides that the pool will be
self-sustaining through member premiums and will reinsure through commercial companies for claims in excess of
$125,000 for members in the Cooperative/County/Other Governmental Agencies (the Government) pool and $100,000
for members in the School pool of 50 contracts or less, $125,000 for members in the School pool of 51-399 contracts and
$150,000 for members in the School pool of 400 or more contracts. The pool also has an aggregate attachment point set
at 110 percent of expected claims. Members are not subject to a supplemental assessment in the event of deficiencies. If
the assets of the pool were to be exhausted, members would not be responsible for the pool’s liabilities.
The Cooperative has a consulting agreement with Creative Benefits Consultants and Next Generation Benefits, LLC to
assist in administering the Risk Management Pool. The pool is administered by an agreement with Blue Cross and Blue
Shield of Minnesota (BCBSM, Inc.) from July 1, 2013 to June 30, 2014. The accounting policies of the Cooperative
conform to accounting principles generally accepted in the United States of America.
B. Joint powers agreement for group employees benefit and other risk management services
The Cooperative and its participating members have established a risk management program. The objective is to procure
and manage insurance programs at lower costs. Members fund this program by remitting to the Cooperative an actuarially
determined premium. A fee is paid to BCBSM, Inc. on a monthly basis for administering the program. The claims
portion is remitted to BCBSM, Inc. on a weekly basis. Any remaining amounts are held by the Cooperative to fund any
future liabilities (insurance claims). There are 27 School pool and 23 other governmental units (Government) included in
the pool.
BCBSM, Inc. and the Cooperative on an annual basis, calculate an estimate of future claims based on claims experience
and actuarial studies to determine premiums. At the end of each plan year, a settlement is made with BCBSM, Inc. and
the reserve account and the Incurred but Not Reported (IBNR) are funded. BCBSM, Inc. retains the risk for claims
above the Cooperative’s 110 percent aggregate attachment point, but the Cooperative is responsible for claims from
100 percent to 110 percent. The Cooperative purchases through BCBSM, Inc., stop-loss insurance to pay individual
insurance member claims in excess of $125,000 for members of the Government pool and $100,000 for members in the
School pool of 50 contracts or less, $125,000 for members in the School pool of 51-399 contracts and $150,000 for
members in the School pool of 400 or more. The premium plan year-end is August 31 for School pool and December 31
for the Government pool, even though premium and claims activity is reported using a June 30 year end. As of
June 30, 2014, plan year ending December 31, 2013 for the Government pool has been settled and the plan year ended
August 31, 2013 for the School pool has been settled.
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SOUTHEAST SERVICE COOPERATIVE
INDEPENDENT SCHOOL DISTRICT NO. 921
ROCHESTER, MINNESOTA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014
Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
As part of the agreement, BCBSM, Inc. has established a rate stabilization reserve (RSR) to provide cash flow for the
insurance program. This reserve was established by BCBSM, Inc. with a contribution equal to one month’s estimated
charges. Each month, a portion of the premiums are to be deposited into the RSR to maintain this fund. The RSR is used
to provide funds when claims exceed premiums and to fund the IBNR Claims account if there are insufficient funds to
fund that liability and to receive any over-funding of the IBNR. Negative balances in the RSR represent advances to the
Cooperative and are reflected in the financial statements as a liability. The RSR balance is adjusted on an annual basis as
part of the year-end settlement as referred to above. The RSR activity and balances reflect the balances as of
June 30, 2014 for educational districts and cities, counties, and other local governmental agencies based on BCBSM, Inc.
estimates.
C. Basic financial statement presentation
All activities of the Cooperative are accounted for within two enterprise funds. Enterprise funds are proprietary funds
used to account for business-like activities provided to the general public. Proprietary funds are financed and operated
in a manner similar to private business enterprises where the intent is that the costs (expenses) of providing goods or
services to the general public on a continuing basis are to be financed or recovered primarily through user charges.
D. Measurement focus, basis of accounting, and financial statement presentation
The financial statements of the proprietary and fiduciary funds are reported using the economic resources measurement
focus and the accrual basis of accounting in accordance with accounting principles generally accepted in the United
States of America. Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless
of the timing of related cash flows. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.
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.
Non-exchange transactions, in which the Cooperative receives value without directly giving equal value in return, include
grants, entitlement and donations. Revenue from grants, entitlements and donations is recognized in the year in which all
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which specify the year
when the resources are required to be used or the year when use is first permitted, matching requirements, in which the
Cooperative must provide local resources to be used for a specified purpose, and expenditure requirements, in which the
resources are provided to the Cooperative on a reimbursement basis.
Unearned revenue arises when assets are recognized before revenue recognition criteria have been satisfied. Grants and
entitlements received before eligibility requirements are met are also recorded as unearned revenue.
The preparation of financial statements in conformity with accounting principles generally accepted in the United States
of America requires management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.
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NOTES TO THE FINANCIAL STATEMENTS
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Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
E. Description of funds
The Cooperative reports the following major proprietary funds:
The Member Services fund is the Cooperative’s primary operating fund. The fund accounts for all financial
resources of the Cooperative, except those required to be accounted for in another fund.
The Risk Management Services fund is used to account for the various member services and risk management pool
activities of the Cooperative and also “termination reserves”, recalculated at annual settlement, to pay claims run-out
in the event the pool’s relationship with BCBSM Inc. ceases.
Additionally the Cooperative reports the following fiduciary fund:
Fiduciary funds account for assets held by the government in a trustee capacity or as an agent on behalf of others.
The SEMNET fund is custodial in nature and does not present results of operations or have a measurement focus.
The fund accounts for assets held by the Cooperative for the Southeast Minnesota Network of which the Cooperative
serves as the fiscal host.
Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing insurance services to members in connection with a proprietary fund’s principal
ongoing operations. The principal operating revenues of the Cooperative’s enterprise funds are charges to customers for
insurance services. All revenues and expenses not meeting this definition are reported as nonoperating revenues and
expenses.
When both restricted and unrestricted resources are available for use, it is the Cooperative’s policy to use restricted
resources first, then unrestricted resources as they are needed.
F. Assets, liabilities and net position
Deposits and investments
The Cooperative’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-term
investments with original maturities of three months or less from the date of acquisition.
Cash balances from all funds are pooled and invested, to the extent available, in certificates of deposit and other
authorized investments. Earnings from such investments are allocated on the basis of applicable participation by each of
the funds.
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Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
The Cooperative may invest idle funds as authorized by Minnesota statutes, as follows:
1.

Direct obligations or obligations guaranteed by the United States or its agencies.

2.

Shares of investment companies registered under the Federal Investment Company Act of 1940 and received the
highest credit rating, rated in one of the two highest rating categories by a statistical rating agency, and have a
final maturity of thirteen months or less.

3.

General obligations of a state or local government with taxing powers rated “A” or better; revenue obligations
rated “AA” or better.

4.

General obligations of the Minnesota Housing Finance Agency rated “A” or better.

5.

Bankers’ acceptances of United States banks eligible for purchase by the Federal Reserve System.

6.

Commercial paper issued by United States banks corporations or their Canadian subsidiaries, of highest quality
category by at least two nationally recognized rating agencies, and maturing in 270 days or less.

7.

Repurchase or reverse repurchase 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.

8.

Guaranteed investment contracts (GIC's) issued or guaranteed by a United States commercial bank, a domestic
branch of a foreign bank, a United States insurance company, or its Canadian subsidiary, whose similar debt
obligations were rated in one of the top two rating categories by a nationally recognized rating agency.

The Cooperative has not adopted a formal investment policy that addresses interest rate and credit risk.
Investments for the Cooperative are reported at fair value. The Minnesota School District Liquid Asset Fund Investment
Pool operates in accordance with appropriate state laws and regulations. The reported value of the pool is the same as
the fair value of the pool shares. The investment in the Minnesota School District Liquid Asset Fund is not subject to the
credit risk classifications as noted in paragraph 9 of GASB Statement No. 40.
Accounts receivable
Accounts receivable include amounts billed to members for services provided before year end. All trade receivables are
shown net of an allowance for uncollectible accounts. It has been determined, as of June 30, 2014, that no allowance for
uncollectible accounts is necessary.
Rate stabilization reserve
As described in Note 1, BCBSM, Inc. retains a portion of the premium paid as a rate stabilization reserve. This amount
is recalculated annually in conjunction with the annual settlement. Negative balances in the RSR represent advances by
BCBSM, Inc. and require repayment by the Plan. For the plan years ended June 30, 2014 and 2013, the rate stabilization
reserve held by BCBSM, Inc. was $7,510,920 and $8,851,019, respectively.
Prepaid items
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items.
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Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Assets held for resale
These assets represent land owned by the Cooperative with the intent to sell to developers. This land is recorded at the
lesser of historical cost or net realizable value.
Capital assets
Capital assets include property, plant and equipment. Capital assets are defined by the Cooperative as assets with an
initial, individual cost of more than $2,000 (amount not rounded). Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair market value at the date
of donation.
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assets lives are
not capitalized.
Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred during the
construction phase of capital assets is included as part of the capitalized value of the assets constructed.
Property, plant, and equipment of the Cooperative are depreciated using the straight line method over the following
estimated useful lives:
Assets

Years

Buildings
Equipment and vehicles

24
3 - 15

Health claims payable
Health claims payable represent amounts payable to BCBSM, Inc. or member groups for annual settlements and are
reflected as accounts and other payables in the financial statements.
Health claims payable - IBNR (incurred but not reported)
Health claims payable include provisions for claims reported but not settled, future claims adjustment expenses, and
claims incurred but not reported (IBNR). The provision for these claims liabilities is determined by an actuarial
calculation prepared by BCBSM, Inc. based on claims incurred plus a completion factor estimating the amount, which
will ultimately be paid by each claimant. The provision for claims liabilities is estimated based on the Cooperative’s
experience since the inception of the program, and is based on the June 30, 2014 estimated settlement for both education
districts and cities/counties and other local governmental agencies. The Cooperative has reserved investments in excess
of these liabilities. Management believes the claims liabilities based on BCBSM, Inc. estimated actuarial calculations as
of June 30, 2014 adequately reflect the estimated claims liabilities for the current year ended June 30, 2014.
Information necessary to separate claims reported but not settled, claims adjustment expenses, and claims incurred but
not reported is not readily available. Such information includes the actuarial estimates of incurred claims and expenses at
the end of the year, claims paid related to prior years' claims, and subsequent adjustments to prior years' estimates for
incurred claims and expenses. This information, if available, can be used to present Ten-Year Claims Development
Information.
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Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
ACA fees payable
Under the Affordable Care Act (ACA), health plan sponsors of self-insured health plans are required to pay to the
Internal Revenue Service (IRS) a fee each year for seven years to fund the Patient-Centered Outcomes Research Institute
(PCORI). The PCORI fees are due by July 31 of each year. Health plan sponsors are also required to pay a Temporary
Reinsurance Fee (TRP) to fund a Transitional Reinsurance Program in place from 2014 to 2016 which is payable to the
Department of Health and Human Services (HHS). The filing date for the TRP fee is November 15th, with payment due
by January 15th, for each applicable year. Both the PCORI and TRP fees are based on the number of individuals covered
under each group member's plan. The group members participating in the Cooperative's health insurance purchasing pool
are responsible for filing and paying these fees to the IRS and HHS.
To assist in collecting funds to pay for each group's estimated PCORI and TRP fees, the Cooperative, members, and
BCBSM have agreed to include these fees as a portion of the groups' premiums paid to BCBSM. BCBSM collects these
fees and transmits them to the Cooperative. The Cooperative holds these fees in escrow until the groups' estimated filing
and payment periods, at which time funds will be refunded back to the pool groups.
Vacation payable
Vacation pay is earned based on position and years of service. Vacation may be accumulated up to a maximum amount
equal to 1.5 times the amount the employee is eligible to earn in the current year. Employees are required to take at least
five consecutive days of vacation each year. The Member Services fund is typically used to liquidate vacation payable.
Net position
Net position represents the difference between assets and liabilities. Net position is displayed in three components:
a.

Net investment in capital assets - Consists of capital assets, net of accumulated depreciation reduced by any
outstanding debt attributable to acquire capital assets.

b. Restricted net position - Consist of net position restricted when there are limitations imposed on their use
through external restrictions imposed by creditors, grantors, laws or regulations of other governments.
c.

Unrestricted net position - All other net position that do not meet the definition of “restricted” or “net investment
in capital assets”.
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Note 2: DETAILED NOTES ON ALL FUNDS
A. Deposits and investments
Custodial credit risk for deposits and investments is the risk that in the event of a bank failure, the Cooperative’s deposits
and investments may not be returned or the Cooperative will not be able to recover collateral securities in the possession
of an outside party. In accordance with Minnesota statutes and as authorized by the Board of Directors, the Cooperative
maintains deposits at those depository banks, all of which are members of the Federal Reserve System.
Minnesota statutes require that all Cooperative deposits be protected by insurance, surety bond or collateral. The market
value of collateral pledged must equal 110 percent of the deposits not covered by insurance or bonds.
Authorized collateral in lieu of a corporate surety bond includes:
•

United States government Treasury bills, Treasury notes, Treasury bonds;

•

Issues of United States government agencies and instrumentalities as quoted by a recognized industry quotation
service available to the government entity;

•

General obligation securities of any state or local government with taxing powers which is rated “A” or better by
a national bond rating service, or revenue obligation securities of any state or local government with taxing
powers which is rated “AA” or better by a national bond rating service;

•

General obligation securities of a local government with taxing powers may be pledged as collateral against
funds deposited by that same local government entity;

•

Irrevocable standby letters of credit issued by Federal Home Loan Banks to a municipality accompanied by
written evidence that the bank’s public debt is rated “AA” or better by Moody’s Investors Service, Inc., or
Standard & Poor’s Corporation; and

•

Time deposits that are fully insured by any Federal agency.

Minnesota statutes require that all collateral shall be placed in safekeeping in a restricted account at a Federal Reserve
Bank, or in an account at a trust department of a commercial bank or other financial institution that is not owned or
controlled by the financial institution furnishing the collateral. The selection should be approved by the Cooperative.
At year end, the Cooperative’s carrying amount of deposits was $3,039,968 and the bank balance was $3,118,108 of
which $250,000 was covered by federal depository insurance and the remaining amount was covered by collateral held
by the bank’s agent in the Cooperative’s name.
The Minnesota School District Liquid Asset Fund (MSDLAF) is a trust organized and existing under the laws of the State
and the Minnesota Joint Powers Act, as amended. The trust was established for the purpose of allowing Minnesota
school districts to pool their investment funds to obtain a competitive investment yield, while maintaining liquidity and
preserving capital. The credit rating for the MSDLAF is AAAm. The Cooperative’s investment in the MSDLAF and
Broker money markets are equal to the value of pool shares.
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As of June 30, 2014, the Cooperative had the following investments that are insured or registered, or securities held by
the Cooperative or its agent in the Cooperative’s name:

Types of Investments
Pooled investments
Wells Fargo Dreyfus Cash Management
Minnesota School District
Max Class
Liquid Asset Fund

Credit
Quality/
Ratings (1)

Segmented
Time
Distribution (2)

N/A

less than 1 year

N/A
N/A

less than 1 year
less than 1 year

Total pooled investments
Non-pooled investments
Broker CDs
Broker CDs
Broker CDs

AAA
AAA
AAA

less than 1 year
1 - 3 years
more than 3 years

Total Broker CDs
Federal agency notes
Federal agency notes

AAA
AAA

1 - 3 years
more than 3 years

Total Federal agency notes
U.S. Treasury notes
U.S. Treasury notes

AAA
AAA

less than 1 year
1 - 3 years

Total U.S. Treasury
Municipal bonds
Municipal bonds
Municipal bonds
Municipal bonds
Municipal bonds
Municipal bonds
Municipal bonds

AA1
AAA
AA1
AA2
AA3
AAAAA

Total municipal bonds
Total non-pooled investments
Total investments

less than 1 year
less than 1 year
1 - 3 years
1 - 3 years
1 - 3 years
1 - 3 years
1 - 3 years

Fair Value
and
Carrying
Amount
$

14,482

Cost
$

14,482

357
701

357
701

15,540

15,540

3,518,907
7,999,054
623,323

3,510,000
7,680,000
613,322

12,141,284

11,803,322

701,805
24,861

700,000
25,000

726,666

725,000

252,277
1,272,371

252,000
1,272,000

1,524,648

1,524,000

93,065
151,563
67,507
84,998
41,219
16,087
127,511

90,000
150,000
65,000
80,000
40,000
15,000
120,000

581,950

560,000

14,974,548

14,612,322

$ 14,990,088

$ 14,627,862

(1) Ratings are provided by various credit rating agencies where applicable to indicate associated credit risk.
N/A indicates not applicable or available.
(2) Interest rate risk is disclosed using the segmented time distribution method.

-32-

SOUTHEAST SERVICE COOPERATIVE
INDEPENDENT SCHOOL DISTRICT NO. 921
ROCHESTER, MINNESOTA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014
Note 2: DETAILED NOTES ON ALL FUNDS - CONTINUED
A reconciliation of cash and temporary investments as shown on the statement of net position for the Cooperative
follows:
Deposits
Cash on hand
Investments

$ 3,039,968
100
14,990,088

Total

$ 18,030,156

Cash and temporary investments
Plus fiduciary fund cash and temporary investments

$ 17,977,377
52,779

Total

$ 18,030,156

B. Capital assets
Capital asset activity for the year ended June 30, 2014 was as follows:
Balance
July 1, 2013
Business-type activities
Capital assets not being depreciated
Land

$

Capital assets being depreciated
Land improvements
Buildings
Equipment
Total capital assets being depreciated
Less accumulated depreciation for
Land improvements
Buildings
Equipment
Total accumulated depreciation
Business-type activities
capital assets, net

535,500

Additions

$

-

$

-

$

535,500

497,705
1,348,244
300,379

772,969
494,566

(72,539)
(69,788)

497,705
2,048,674
725,157

2,146,328

1,267,535

(142,327)

3,271,536

(18,545)
(873,594)
(212,560)

(24,885)
(84,509)
(74,151)

40,863
69,057

(43,430)
(917,240)
(217,654)

(1,104,699)

(183,545)

109,920

(1,178,324)

$ 1,577,129

$ 1,083,990

Depreciation expense was charged to business type activities as follows
Member services
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Balance
June 30, 2014

Deletions

$

(32,407)

$ 2,628,712

$

183,545
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JUNE 30, 2014
Note 2: DETAILED NOTES ON ALL FUNDS - CONTINUED
C. Interfund receivables, payables and transfers
During 2014, the Cooperative transferred $234,449 from the Risk Management Pool to the Member Services fund. This
transfer occurred to move cash reserves from the current year, which is attributable to health insurance operations of the
Members Services fund.
D. ACA fees payable
As of June 30, 2014, the Cooperative has collected $275,833 in estimated PCORI and TRP fees. These fees are expected
to be refunded to the groups near the time of each of the fee's required filing and payment dates.
E. Leases and rents
Operating leases
The Cooperative is under contract for three operating leases at year end. They are leasing mailing equipment from Pitney
Bowes for four years at a base rate of $125 per month. This lease expires in September 2017. The Cooperative also has
a lease for two copying equipment units from Kinetic Leasing Incorporated for three years at a base rate $644 per month.
This lease expires in April 2015. The future minimum lease payments for these leases are as follows:
Year Ending
June 30,

Mailing
Equipment

Copiers

Total

2015
2016
2017
2018

$

1,505
1,505
1,505
376

$

7,084
-

$

8,589
1,505
1,505
376

Total

$

4,891

$

7,084

$

11,975

$

1,410

$

7,728

$

9,138

Lease expense - 2014

F. Long-term debt
Changes in long-term liabilities
Long-term liability activity for the year ended June 30, 2014, was as follows:

Beginning
Balance
Business-type activities
Other liabilities
Compensated absences payable

$

69,093

Additions

$
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67,653

Ending
Balance

Deductions

$

(58,276)

$

78,470

Amounts
Due Within
One Year

$

44,611
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ROCHESTER, MINNESOTA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014
Note 2: DETAILED NOTES ON ALL FUNDS - CONTINUED
G. Unrestricted - board designated net position
Board designated unrestricted net position for the year ended June 30, 2014 is as follows:

Member
Services
Designated for RSR margin - CCOGA
Designated for RSR margin - School
Designated for IBNR
Designated for unemployment fund

$

79,882

Risk
Management
Pool
$ 1,910,296
7,331,226
800,000
-

Note 3: DEFINED BENEFIT PENSION PLANS - STATEWIDE
Substantially all employees of the Cooperative are required by State law to belong to a pension plan administered by the
Public Employees Retirement Association (PERA) which is administered on a statewide basis.
Disclosure relating to the plan follows:
A. Public Employees Retirement Association (PERA)
1.

Plan description
Employees of the Cooperative are covered by defined benefit pension plans administered by the Public Employees
Retirement Association of Minnesota (PERA). PERA administers the General Employees Retirement Fund (GERF)
which is a cost-sharing, multiple-employer retirement plan. This plan is established and administered in accordance
with Minnesota statutes, chapters 353 and 356.
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. 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 statute, 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 GERF’s Coordinated and Basic Plan members. The retiring member
receives the higher of 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 a Coordinated Plan
member 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, 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. GERF 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 the age for unreduced Social Security benefits capped at 66 for Coordinated 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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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 GERF. That report may be obtained on the web at mnpera.org, by writing to PERA, 60 Empire
Drive #200, St. Paul, Minnesota, 55103-2088 or by calling (651) 296-7460 or 1-800-652-9026.
2.

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. GERF Basic Plan members and Coordinated Plan members were
required to contribute 9.1 percent and 6.25 percent, respectively, of their annual covered salary in 2013 and 2014. In
2013 and 2014, the Cooperative was required to contribute the following percentages of annual covered payroll:
11.78 percent for Basic Plan GERF members and 7.25 percent for Coordinated Plan GERF members. The
Cooperative’s contributions to the GERF for the years ending June 30, 2014, 2013 and 2012 were $49,798, $52,836,
and $51,380, respectively. The Cooperative’s contributions were equal to the contractually required contributions for
each year as set by state statute.
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B. Teacher Retirement Association (TRA)
1.

Plan description
Some teachers employed by the Cooperative are covered by defined benefit plans administered by the Teachers
Retirement Association (TRA). TRA members belong to either the Coordinated or the 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. The plans are established and administered in accordance with Minnesota Statutes, Chapter
354 and 356.
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 as described:
Tier I:
Basic

Step Rate Formula

Percentage

1st ten years of service

2.2 percent per year

All years after

2.7 percent per year

1st ten years if service year are prior to
July 1, 2006

1.2 percent per year

1st ten year if service year are July 1, 2006
or after

1.4 percent per year

All other years of service if service years are
prior to July 1, 2006

1.7 percent per year

All other years of service if service years
are July 1, 2006 or after

1.9 percent per year

Coordinated

With these provisions:
1.
2.
3.

Normal retirement age is 65 with less than 30 years of allowable service and age 62 with 30 or more years of
allowable service.
Three percent per year early retirement reduction factors for all years under normal retirement age.
Unreduced benefits for early retirement under a Rule-of-90 (age plus allowable service equals 90 or more).
or
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Tier II Benefits: 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 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 4.0 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 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 the 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 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 provisions in effect at the time they last terminated their public
service.
TRA publicly issues a Comprehensive Annual Financial Report (CAFR) presenting financial statements,
supplemental information on funding levels, investment performance, and further information on benefits provisions.
The report may be accessed at the TRA web site at www.minnesotatra.org. Alternatively, a copy of the report may
be obtained by writing TRA: Teachers Retirement Association 60 Empire Drive, Suite 400 St Paul MN 55103-4000
or by calling (651)-296-2409 or (800)-657-3669
2.

Funding policy
Minnesota statutes, chapter 354 sets the rates for the employee and employer contributions. These statutes are
established and amended by the State legislature. Coordinated and Basic Plan members are required to contribute
7.0 percent and 10.5 percent, respectively, of their annual covered salary during fiscal year 2014 as employee
contributions. The TRA employer contribution rates are 7.0 percent for Coordinated members and 11.0 percent for
Basic members during fiscal year 2014. Total covered payroll salaries for all TRA members statewide during the
fiscal year ended June 30, 2013 was approximately $3.92 billion. TRA covered payroll for all members statewide for
the fiscal years ended June 30, 2012 and June 30, 2011 were $3.87 billion and $3.84 billion, respectively.
The Cooperative’s contribution for the years ending June 30, 2014, 2013, and 2012 were $40,387, $31,153, and
$1,633, respectively. The Cooperative’s contributions were equal to the required contribution for each year as set by
state statute.
The 2010 Legislature approved employee and employer contribution rate increases to be phased-in over a four-year
period beginning July 1, 2011. Employee and employer contribution rates will rise 0.5 percent on July 1 of each year
of the four-year period. Beginning July 1, 2014, TRA Coordinated employee and employer contribution rates will
each be 7.5 percent.
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Note 4: COMMITMENT
The Cooperative continues to bear a 10 percent risk liability for member’s claims in the insurance pools. The Cooperative
must use insurance reserves to pay for any negative settlements. The Cooperative’s insurance reserve is now $19,973,471
which exceeds the 10 percent claims loss. The maximum loss based on this year’s claims would be $3,934,754 ($39,347,539
X 10 percent).
Note 5: JOINT POWERS AGREEMENT
Minnesota Services Cooperative (MSC - hereafter referred to as “the Agency”) was established under a joint and cooperative
agreement between Southeast Service Cooperative, Northwest Service Cooperative, Lakes Country Service Cooperative,
Southwest/West Central Service Cooperative, Resource, Training and Solutions, Northeast Service Cooperative, South
Central Service Cooperative and Metropolitan Educational Cooperative Service Unit (Metro ECSU) and National Joint
Powers Alliance (NJPA). The general purpose of the Agency is to analyze and identify service opportunities and needs for
the participating members as well as facilitate the creation and delivery of the determined programs.
The Agency’s fiscal year runs from July 1 to June 30. The governing body of the Agency is made up of individuals from the
member cooperatives. An annual budget is presented to and approved by the Board of Directors. Funds may be expended by
the Board of Directors or the Executive Council in accordance with established laws and based on budget amounts.
In the event of dissolution of the Agency, assets and liabilities shall be divided among all members. An investment in joint
venture is not recorded for MSC because there is no known or explicit method for dividing up the assets and liabilities of
MSC in the event of dissolution. We cannot reasonably estimate the Cooperative’s portion of MSC.
Note 6: OTHER INFORMATION
Risk management
The Cooperative is exposed to various risks of loss related to torts: theft of, damage to and destruction of assets; errors and
omissions; injuries to employees; and natural disasters for which the Cooperative carries commercial insurance. Settled claims
have not exceeded this commercial coverage in any of the past three fiscal years.
Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be reasonably estimated.
Liabilities, if any, include an amount for claims that have been incurred but not reported (IBNR). The Cooperative’s
management is not aware of any incurred but not reported claims.
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01-105
01-109
General
Wood Lake
Administrative Meeting Center
OPERATING REVENUES
Fees from patrons
Grants
Local
State
Federal
Sales and other conversion of assets
Administrative fees

$

108,657

$

43,313

01-217
Regional
Center of
Excellence

01-210
Benefit
Services
$

-

$

-

-

-

37,437

931,020
-

108,657

43,313

37,437

931,020

314,704
93,323
103,310
12,717
51,143
10,333
49,591
78,152
3,355
7,403
(624,544)
-

44,655
16,400
28,122
4,540
14,770
407
16,237
204
141
1,317
-

792
403
21,286
99
83
144
40
225
-

555,648
179,844
7,237
4,314
9,419
15,492
7,649
78,841
3,659
68,917
-

99,487

126,793

23,072

931,020

OPERATING INCOME (LOSS)

9,170

(83,480)

14,365

-

NONOPERATING REVENUES (EXPENSES)
Interest income
Loss on disposal of capital assets

3,447
-

-

-

-

3,447

-

-

-

14,365

-

-

-

TOTAL OPERATING REVENUES
OPERATING EXPENSES
Salaries
Employee benefits
Contracted services
Supplies
Equipment
Communication
Occupancy
Travel
Printing
Other
Administration
Depreciation
TOTAL OPERATING EXPENSES

TOTAL NONOPERATING REVENUES (EXPENSES)
INCOME (LOSS) BEFORE TRANSFERS

12,617

TRANSFERS IN
INCREASE (DECREASE) IN NET POSITION

(83,480)

234,449
$

-42-

247,066

$

(83,480)

$

14,365

$

-

CO

01-219
Regional Center
Center of
Excellence - State
$

$

-

01-501

01-576
MST
Partnership
Grant

SHIP
Grant
$

-

$

01-579
Mobile
Science
Lab
-

$

01-600
Health &
Safety
Management

2,050

$

37,498

01-609
Coop
Purchasing

01-601
EHSM
$

-

$

-

7,876
-

5,244
-

126,273
-

5,500
5,000
-

-

47,410
-

82,437
-

7,876

5,244

126,273

12,550

37,498

47,410

82,437

5,063
1,699
1,114
-

2,075
758
19
102
3
21
-

13,763
6,265
85,219
2,501
447
126
8,540
58
9,354
-

3,948
1,443
91
104
2,875
168
162
127
15
106
-

25,660
5,312
5
1,158
1,530
2,615
355
444
-

306
159
252
7,894
20,949
5
75
350
-

22,339
5,621
34,753
1,481
1,737
2,921
283
1,142
-

7,876

2,978

126,273

9,039

37,079

29,990

70,277

-

2,266

-

3,511

419

17,420

12,160

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

2,266

-

3,511

419

17,420

12,160

-

-

-

-

-

-

-

-

$

2,266

$

-

$

3,511
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01-611
Digital
Learning
OPERATING REVENUES
Fees from patrons
Grants
Local
State
Federal
Sales and other conversion of assets
Administrative fees

$

OPERATING EXPENSES
Salaries
Employee benefits
Contracted services
Supplies
Equipment
Communication
Occupancy
Travel
Printing
Other
Administration
Depreciation
TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)

47,176

$

TOTAL NONOPERATING REVENUES (EXPENSES)
INCOME (LOSS) BEFORE TRANSFERS
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77,302

$

108,282
250
-

22,853

18,660

78,302

108,532

25,086
10,678
9,058
1,317
2,929
2,095
311
629
-

4,530
1,946
10,166
723
864
226
205
-

55,877
19,307
20,662
861
2,105
2,218
8,994
1,188
1,413
-

34,928
14,639
24,612
5,782
598
1,261
1,527
5,917
1,227
854
-

52,103

18,660

112,625

91,345

(34,323)

17,187

-

-

-

-

-

-

-

-

-

-

$

$

1,000
-

(29,250)

TRANSFERS IN

18,660

01-615
Student
Academics

-

(29,250)

NONOPERATING REVENUES (EXPENSES)
Interest income
Loss on disposal of capital assets

INCREASE (DECREASE) IN NET POSITION

01-613
SEMLAC

(24,323)

TOTAL OPERATING REVENUES

01-614
Instructional
Services

(29,250)

(34,323)

$

-

17,187

$

(34,323)

$

17,187

01-619
Regional
Literacy
Education

01-616
PBIS
$

-

$

$

500

$

136,159

$

Total
-

$

579,597

19,475
-

500
59,495

-

-

-

7,000
37,845
1,057,293
129,847
72,609

19,475

59,995

500

136,159

-

1,884,191

7,701
1,752
399
385
1,588
176
134
-

71,224
16,359
733
352
1,426
1,811
6,746
1,696
1,003
-

1,062
532
33
39
3
15
-

7,963
2,981
10,215
118
1,244
333
128
181
-

(4,095)
173,460

1,197,324
379,421
355,721
31,289
74,710
46,006
106,973
199,302
12,939
7,599
(538,430)
173,460

12,135

101,350

1,684

23,163

169,365

2,046,314

7,340

(41,355)

(1,184)

112,996

(169,365)

(162,123)

-

-

-

-

(24,985)

3,447
(24,985)

-

-

-

-

(24,985)

(21,538)

112,996

(194,350)

(183,661)

7,340

(41,355)

$

01-637
VREP
-

Adjustment
to
Accrual

01-645
StandardInsightMN

7,340

(1,184)

$

(41,355)

$

(1,184)

$

112,996
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09-200
Health
Insurance School Pool

09-220
Health
Insurance Government Pool

$ 25,497,459
-

$ 25,242,256
-

TOTAL OPERATING REVENUES

25,497,459

25,242,256

OPERATING EXPENSES
Salaries
Employee benefits
Contracted services
Supplies
Communication
Occupancy
Travel
Printing
Administration
Wellness activities
Insurance premiums and administrative fees
Insurance claims
Insurance settlements

547,403
5,948,733
19,548,725
(288,516)

41,645
5,443,442
19,798,814
(2,078,128)

53,280
16,834
360,490
4
2,241
3,800
11,953
2,741
538,235
-

53,280
16,834
360,490
4
2,241
3,800
11,953
2,741
538,235
589,048
11,392,175
39,347,539
(2,366,644)

TOTAL OPERATING EXPENSES

25,756,345

23,205,773

989,578

49,951,696

2,036,483

170,242

1,947,839

19,158

64,207

98,695

2,055,641

234,449

2,046,534

OPERATING REVENUES
Insurance premiums
Administrative fees

OPERATING INCOME (LOSS)

(258,886)

NONOPERATING REVENUES
Interest income

15,330

INCOME (LOSS) BEFORE TRANSFERS

(243,556)

TRANSFERS OUT
CHANGE IN NET POSITION

$

(243,556)
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09-201
Health
Insurance Operating
$

$ 2,055,641

Total

1,159,820

$ 50,739,715
1,159,820

1,159,820

51,899,535

(234,449)
$

-

(234,449)
$ 1,812,085

SOUTHEAST SERVICE COOPERATIVE
INDEPENDENT SCHOOL DISTRICT NO. 921
ROCHESTER, MINNESOTA
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FIDUCIARY FUND
FOR THE YEAR ENDED JUNE 30, 2014
Balance
July 1, 2013
ASSETS
Cash and temporary investments
Accounts receivable
Due from other districts
TOTAL ASSETS
LIABILITIES
Accounts payable
Due to other districts
TOTAL LIABILITIES

Additions

Deletions

Balance
June 30, 2014

$

61,323
293
-

$

190,087
68

$

198,631
293
-

$

52,779
68

$

61,616

$

190,155

$

198,924

$

52,847

$

491
61,125

$

593
189,562

$

491
198,433

$

593
52,254

$

61,616

$

190,155

$

198,924

$

52,847
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INDEPENDENT AUDITOR’S REPORT ON
MINNESOTA LEGAL COMPLIANCE

Board of Directors
Southeast Service Cooperative
Independent School District No. 921
Rochester, Minnesota
We have audited, 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, the
financial statements of Southeast Service Cooperative, Rochester, Minnesota, (the Cooperative) as of and for the year ended
June 30, 2014, and the related notes to the financial statements, and have issued our report thereon dated October 10, 2014.
The Minnesota Legal Compliance Audit Guide for Political Subdivisions, promulgated by the State Auditor pursuant to Minnesota.
Statute § 6.65, contains 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 considered all of the listed categories.
In connection with our audit, nothing came to our attention that caused us to believe that the Cooperative failed to comply with the
provisions of the Minnesota Legal Compliance Audit Guide for Political Subdivisions. 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 Cooperative’s noncompliance with the above referenced provisions.
The purpose of this report is solely to describe the scope of our testing of compliance and the results of that testing, and not to provide
an opinion on compliance. Accordingly, this communication is not suitable for any other purpose.

ABDO, EICK & MEYERS, LLP
Mankato, Minnesota
October 10, 2014
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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

Board of Directors
Southeast Service Cooperative
Independent School District No. 921
Rochester, 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, the
financial statements of each major enterprise fund of the Southeast Service Cooperative, Rochester, Minnesota, (the Cooperative), as
of and for the year ended June 30, 2014, and the related notes to the financial statements, which collectively comprise the
Cooperative’s basic financial statements, and have issued our report thereon dated October 10, 2014.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Cooperative'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 Cooperative’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Cooperative’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 a combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’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 attention by 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. 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.
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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.
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 Cooperative’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 Cooperative’s internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

ABDO, EICK & MEYERS, LLP
Mankato, Minnesota
October 10, 2014
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
FOR EACH MAJOR FEDERAL PROGRAM AND REPORT ON
INTERNAL CONTROL OVER COMPLIANCE REQUIRED
BY OMB CIRCULAR A-133

Board of Directors
Southeast Service Cooperative
Rochester, Minnesota
Report on Compliance for Each Major Federal Program
We have audited Southeast Service Cooperative, Rochester, Minnesota’s (the Cooperative) compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each of the
Cooperative’s major federal programs for the year ended June 30, 2014. The Cooperative’s major federal programs are identified in
the summary of auditor’s results section of the accompanying Schedule of Findings and Questioned Costs.
Management’s Responsibility
Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable to its federal
programs.
Auditor’s Responsibility
Our responsibility is to express an opinion on compliance for each of the Cooperative’s major federal programs based on our audit of
the types of compliance requirements referred to above. 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 Non-Profit 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 on compliance for each major federal program. However, our
audit does not provide a legal determination of the Cooperative’s compliance.
Opinion on Each Major Federal Program
In our opinion, the Cooperative complied, in all material respects, with the types of compliance requirements referred to above that
could have a direct and material effect on each of its major federal programs for the year ended June 30, 2014.
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Report on Internal Control Over Compliance
Management of the Cooperative is responsible for establishing and maintaining effective internal control over compliance with the
types of compliance requirements referred to above. In planning and performing our audit of compliance, we considered the
Cooperative’s internal control over compliance with the types of requirements that could have a direct and material effect on each
major federal program to determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing an
opinion on compliance for each major federal program and to test and report on internal control over compliance in accordance with
OMB Circular A-133, 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 deficiency in internal control over compliance exists when the design or operation of a control over compliance does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
noncompliance with a type of compliance requirement of a federal program on a timely basis. A material weakness in internal control
over compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal program that is less severe than a
material weakness in internal control over compliance, yet important enough to merit attention by those charged with governance.
Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies. We did not identify any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal control over
compliance and the results of that testing based on the requirements of OMB Circular A-133. Accordingly, this report is not suitable
for any other purpose.

ABDO, EICK & MEYERS, LLP
Mankato, Minnesota
October 10, 2014
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SOUTHEAST SERVICE COOPERATIVE
INDEPENDENT SCHOOL DISTRICT NO. 921
ROCHESTER, MINNESOTA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2014

Federal
Awarding
Agency

Pass - through
Entity

Federal
Domestic
Assistance
Number

Program
Name

Amount
Expended

U.S. Department
of Education

Minnesota
Department of
Education

Title 1 Grants to
Local Educational
Agencies (Part A)

84.010

Expended directly

U.S. Department
of Education

Minnesota
Department of
Education

Mathematics and
Science Partnerships

84.366

Expended directly

Total
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$

934,875

126,273

$

1,061,148

SOUTHEAST SERVICE COOPERATIVE
ROCHESTER, MINNESOTA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2014
1.

General
The accompanying Schedule of Expenditures of Federal Awards presents the activity of all Federal awards programs of the
Southeast Service Cooperative, Rochester, Minnesota (the Cooperative). The Cooperative's reporting entity is defined in Note 1A
to the Cooperative's financial statements. All Federal awards received directly from Federal agencies as well as Federal awards
passed through other government agencies are included on the schedule.

2.

Basis of accounting
The accompanying Schedule of Expenditures of Federal Awards is presented using the accrual basis of accounting, which is
described in Note 1D to the Cooperative's financial statements.
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SOUTHEAST SERVICE COOPERATIVE
ROCHESTER, MINNESOTA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2014
A. Summary of Auditor’s Results
Financial Statements
1.

The auditor's report expresses an unmodified opinion on the financial statements of the Southeast Service Cooperative,
Rochester, Minnesota (the Cooperative).

2.

No significant deficiencies relating to the audit of the financial statements are reported in the 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 Governmental Auditing Standards.

3.

No instances of noncompliance material to the financial statements of the Cooperative, which would be required to be
reported in accordance with Government Auditing Standards, were disclosed during the audit.

Federal Awards
1.

No significant deficiencies in internal control over major federal award programs are disclosed in the Independent Auditor’s
Report on Compliance For Each Major Federal Program and Report on Internal Control Over Compliance Required by OMB
Circular A-133.

2.

The auditor's report on compliance for the major federal award programs for the Cooperative expresses an unmodified
opinion on all major federal programs.

3.

There are no audit findings to be reported under Section 510(a) of OMB Circular A-133.

4.

The programs tested as major programs were:
CFDA
Title I Grants to Local Education Agencies (Part A)

84.010

5.

The threshold used for distinguishing between Type A and B programs was $300,000.

6.

The Cooperative did not qualify as a low-risk auditee.

B. Findings - Financial Statement Audit
None.
C. Findings and Questioned Costs - Major Federal Award Programs Audit
None.
D. Prior Year Findings
None.
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