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INDEPENDENT AUDITOR'S REPORT 
 
 
 
Members of the School Board 
Kato Public Charter School 
Mankato, Minnesota 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, and the remaining fund 
information of Kato Public Charter School, Mankato, Minnesota, (the School) as of and for the year ended June 30, 2017, and the related 
notes to the financial statements, which collectively comprise the School'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 
School’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 School’s internal control.  Accordingly, we 
express no such opinion.  An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. 
  
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the 
governmental activities, each major fund, and the remaining fund information of the School as of June 30, 2017, and the respective 
changes in financial position and budgetary comparison for the General fund and Food Service fund for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 
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Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s Discussion and Analysis 
starting on page 8 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 School’s basic 
financial statements.  The introductory section and other table are presented for purposes of additional analysis and are not a required 
part of the basic financial statements.  The other table is the responsibility of management and is 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 September 13, 2017, on our consideration of 
the School’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 School’s internal control over financial reporting and compliance. 

 
ABDO, EICK & MEYERS, LLP 
Mankato, Minnesota 
September 13, 2017 
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Management’s Discussion and Analysis 
 
As management of the Kato Public Charter School (the School), we offer readers of the School’s financial statements this narrative 
overview and analysis of the financial activities of the School for the fiscal year ended June 30, 2017. 
 
Financial Highlights 
 

• The assets of the School exceeded its liabilities at the close of the most recent fiscal year by $545,304 (net position).  Of this 
amount, $517,133 (unrestricted net position) may be used to meet the School’s ongoing obligations to citizens and creditors. 

 
• The School’s total net position decreased by $41,940 as compared to an increase of  $35,235 in the prior year. 

 
• As of the close of the current fiscal year, the School’s governmental funds reported combined ending fund balances of 

$523,564, a decrease of $32,526 in comparison with the prior year.  Of the total fund balance, $505,636 is available for 
spending at the School’s discretion (unassigned fund balance).  The remainder of the fund balance ($17,928) is not available 
for spending because it is either nonspendable for prepaid items ($11,497) or restricted ($6,431). 

 
• At the end of the current fiscal year, unassigned fund balance for the General fund was $505,636 or 48.5 percent of total 

General fund expenditures.  This means that the General fund balance has reserves to cover a little less than six months of 
expenditures. 
 

• The School’s enrollment in fiscal year 2017 was 74 Average Daily Membership (ADM) compared with 78 ADM in fiscal 
year 2016. The ADM for the next fiscal year is estimated to be 75.   
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Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the School’s basic financial statements.  The School’s basic 
financial statements are comprised of three components: 1) School-wide financial statements, 2) fund financial statements, and 3) 
notes to the financial statements.  This report also contains other required supplemental information in addition to the basic financial 
statements themselves.  The following chart shows how the various parts of this annual report are arranged and related to one another: 
 

Organization of Kato Public Charter School 
Annual Financial Report 
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Discussion and 
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Basic Financial 
Statements
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The following chart summarizes the major features of the School’s financial statements, including the portion of the School’s 
activities they cover and the types of information they contain.  The remainder of this overview section of management’s discussion 
and analysis highlights the structure and contents of each of the statements: 
 

Major Features of the School-wide and Fund Financial Statements 
 

  Fund Financial Statements 
School-wide Statements Governmental Funds 

Scope Entire School  

The activities of the School 
that are not fiduciary, such as 
special education and building 
maintenance 

Required financial 
statements 

• Statement of net position 
• Statement of activities 

• Balance sheet 
• Statement of revenues, 

expenditures, and changes 
in fund balance 

Accounting basis and 
measurement focus 

Accrual accounting and 
economic resources focus 

Modified accrual accounting 
and current financial focus 

Type of asset/liability 
information 

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

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

Type of deferred 
outflows/inflows of 
resources information 

All deferred 
outflows/inflows of 
resources, regardless of 
when cash is received or 
paid. 

Only deferred outflows of 
resources expected to be used 
up and deferred inflows of 
resources that come due 
during the year or soon 
thereafter; no capital assets 
included 

Type of inflow/out flow 
information 

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

Revenues for which cash is 
received during or soon after 
the end of the year; 
expenditures when goods or 
services have been received 
and the related liability is due 
and payable 
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School-wide financial statements.  The School-wide financial statements are designed to provide readers with a broad overview of 
the School’s finances, in a manner similar to a private-sector business. 
 

The statement of net position presents information on all of the School’s assets and liabilities, with the difference between the two 
reported as net position.  Over time, increases or decreases in net position may serve as a useful indicator of whether the financial 
position of the School is improving or deteriorating.  To assess the School’s overall health, you need to consider additional non-
financial indicators such as changes in the School’s enrollment. 
 

The statement of activities presents information showing how the School’s net position changed during the most recent fiscal year.  
All changes in net position are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of 
related cash flows.  Thus, revenues and expenses are reported in this statement for some items that will only result in cash flows in 
future fiscal periods (e.g., earned but unused vacation leave). 
 

In the School-wide financial statements, the School activities are shown in one category titled “governmental activities”: 
 

• Governmental activities:  The School’s basic services are reported here, including regular and special education, 
transportation, administration, food services, and community education.  State aids finance most of these activities. 

 

The School-wide financial statements can be found starting on page 19 of this report. 
 

Fund financial statements.  A fund is a grouping of related accounts that is used to maintain control over resources that have been 
segregated for specific activities or objectives.  The School, like other State and local governments, uses fund accounting to ensure 
and demonstrate compliance with finance-related legal requirements.  All of the funds of the School are reported under governmental 
funds. 
 
Governmental funds.  Governmental funds are used to account for essentially the same functions reported as governmental activities 
in the School-wide financial statements.  However, unlike the School-wide financial statements, governmental fund financial 
statements focus on near-term inflows and outflows of spendable resources, as well as on balances of spendable resources available at 
the end of the fiscal year.  Such information may be useful in evaluating a School’s near-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the School-wide financial statements, it is useful to compare the 
information presented for governmental funds with similar information presented for governmental activities in the School-wide 
financial statements.  By doing so, readers may better understand the long-term impact by the School’s near-term financing decisions.  
Both the governmental fund balance sheet and the governmental fund statement of revenues, expenditures and changes in fund 
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental activities. 
 
The School maintains two individual governmental funds.  Information is presented separately in the governmental fund balance sheet 
and in the governmental fund statement of revenues, expenditures and changes in fund balances for the General and Food Service 
fund, which are considered to be major funds.   
 
The School adopts an annual appropriated budget for its General and Food Service fund.  A budgetary comparison statement has been 
provided for the General and Food Service funds to demonstrate compliance with this budget. 
 
The basic governmental fund financial statements can be found starting on page 22 of this report. 
 
Notes to the financial statements.  The notes provide additional information that is essential to a full understanding of the data 
provided in the School-wide and fund financial statements.  The notes to the financial statements can be found starting on page 28 of 
this report. 
 
Other information.   Uniform Financial Accounting and Reporting Standards Compliance Tables can be found starting on page 39 of 
this report. 
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School-wide Financial Analysis 

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position.  In the case of the School, 
assets exceeded liabilities by $545,304 at the close of the most recent fiscal year. 

A portion of the School’s net position (4.0 percent) reflects its investment in capital assets (e.g., machinery and equipment); less any 
related debt used to acquire those assets that is still outstanding.  The School uses these capital assets to provide services to students; 
consequently, these assets are not available for future spending.  Although the School’s investment in its capital assets is reported net 
of related debt, it should be noted that the resources needed to repay this debt must be provided from other sources, since the capital 
assets themselves cannot be used to liquidate these liabilities.  Another portion of the School’s net position (1.2 percent) reflects 
amounts restricted for food service.  

Kato Public Charter School’s Net Position 

2017 2016 Amount Percent

Current and other assets 563,438$         582,589$         (19,151)$          (3.3) %
Capital assets 29,741             31,550             (1,809)              (5.7) 

Total assets 593,179           614,139           (20,960)            (3.4) 

Long-term liabilities outstanding 8,001 396 7,605 1,920.5        
Other liabilities 39,874             26,499             13,375             50.5             

Total liabilities 47,875             26,895             20,980             78.0             

Net position
Net investment in capital assets 21,740             31,154             (9,414)              (30.2) 
Restricted 6,431 3,498 2,933 83.8             
Unrestricted 517,133           552,592           (35,459)            (6.4) 

Total net position 545,304$         587,244$         (41,940)$          (7.1) %

Activities
Governmental

Increase (Decrease)

The balance of unrestricted net position (94.8 percent) may be used to meet the School’s ongoing obligations to citizens and creditors. 

At the end of the current fiscal year, the School is able to report a positive balance of net position.   
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Governmental activities.  Governmental activities decreased the School’s net position by $41,940.  Key elements of this decrease are 
as follows: 
 

Kato Public Charter School’s Changes in Net Position 
 

2017 2016 Amount
Revenues

Program revenues
Charges for services 5,397$             5,701$             (304)$               (5.3)             %
Operating grants and contributions 309,825           315,716           (5,891)              (1.9)             

General revenues
State aid-formula grants 690,287           730,029           (39,742)            (5.4)             
Other general revenues 6,818               5,675               1,143               20.1             
Investment earnings 188                  100                  88                    88.0             
Sale of capital assets 1,200               -                       1,200               100.0           

Total revenues 1,013,715        1,057,221        (43,506)            (4.1)             

Expenses
Administration 96,620             87,181             9,439               10.8             
District support services 98,217             105,629           (7,412)              (7.0)             
Regular instruction 424,498           407,808           16,690             4.1               
Special education instruction 210,632           179,120           31,512             17.6             
Instructional support services 199                  1,227               (1,028)              (83.8)           
Pupil support services 31,796             28,941             2,855               9.9               
Sites and buildings 183,345           200,704           (17,359)            (8.6)             
Fiscal and other fixed cost programs 10,042             11,251             (1,209)              (10.7)           
Interest and other costs 306                  125                  181                  144.8           

Total expenses 1,055,655        1,021,986        33,669             3.3               

Change in net position (41,940)            35,235             (77,175)            (219.0)         

Net position, July 1 587,244           552,009           35,235             6.4               

Net position, June 30 545,304$         587,244$         (41,940)$          (7.1)             %

Governmental
Activities Increase (Decrease)

Percent
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Expenses and Program Revenues - Governmental Activities 
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Expenditures by Program - Governmental Activities 
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Financial Analysis of the School’s Funds 
 
As noted earlier, the School uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. 
 
Governmental funds.  The focus of the School’s governmental funds is to provide information on near-term inflows, outflows and 
balances of spendable resources.  Such information is useful in assessing the School’s financing requirements.  In particular, 
unassigned fund balance may serve as a useful measure of a government’s net resources available for spending at the end of the fiscal 
year. 
 
General fund 01: The General fund is the chief operating fund of the School.  At the end of the current year, unassigned fund balance 
of the General fund was $505,636.  As a measure of the General fund’s liquidity, it may be useful to compare both unassigned fund 
balance and total fund balance to total fund expenditures.  Unassigned fund balance represents 48.5 percent of total General fund 
expenditures, and total fund balance represents 49.8 percent of that same amount. 
 
The fund balance of the School’s General fund decreased by $35,459 during the current fiscal year.  A large part of this decrease was 
due to a decrease in revenue from Federal and State sources attributable to a decrease in ADM and special education needs. 
 
Food Service fund 02: The Food Service fund is used to record financial activities of the School’s food service program.  Food service 
includes activities for the purpose of preparation and service of milk, meals, and snacks in connection with school and community 
service activities.  The Food Service fund ended the year with a fund balance of $3,813, an increase of $2,933 compared to the prior 
year.   
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Enrollment 
 
Enrollment is a critical factor in determining revenue with most of General fund revenue being determined by enrollment.  The 
following chart shows the number of students over the last five years. 
 

Grade 2013 2014 2015 2016 2017

4 - 6 3                      2                      3                      4                      5                      
7 - 12 58                    64                    78                    74                    69                    

Total K - 12 ADM 61                    66                    81                    78                    74                    
ADM Change N/A 5                      15                    (3)                     (4)                     

Percent change N/A 8.2% 22.7% -3.7% -5.1%

Over the last five years the School has experienced ups and downs in average daily membership.  In 2017, membership decreased  
5.1 percent. 
 
General Fund Budgetary Highlights 

 
Following approval of the budget prior to the beginning of the fiscal year, the School may revise the annual operating budget in mid-
year.  The total revenue budget was increased $19,479 while the expenditure budget was increased $15,240.   

 
The School budgeted to increase reserves $5,846 and had actual revenues under budget by $80,859.  Expenditures were also under 
budget by $29,083 causing a negative variance of 51,776. The revenue variance was a result of Federal revenue coming in under 
budget by $27,802 and State revenue coming in under budget by $53,963. The positive expenditure variance primarily relates to 
regular instruction which were favorable to budgeted amounts by $24,552. Other financing sources were over budget by $10,471 due 
to the issuance of capital leases and the sale of capital assets.  

 
Capital Asset and Debt Administration 
 
Capital assets.  Since 1999, the School had invested over $200,000 in a range of capital assets including computers, classroom 
equipment and administrative needs.  The School’s investment in capital assets for its governmental activities as of June 30, 2017, 
amounts to $29,741 (net of accumulated depreciation).  This investment in capital assets includes equipment.  The total decrease in the 
School’s investment in capital assets for the current fiscal year was 5.7 percent.  In 2017, the School leased a new copier for $9,271. 
The total depreciation expense for the year was $10,150.  The following is a schedule of capital assets as of June 30, 2017: 

 
Kato Public Charter School’s Capital Assets 

(net of depreciation) 
 

Increase
2017 2016 (Decrease)

Equipment 29,741$           31,550$           (1,809)$            

Governmental Activities

Additional information on the School’s capital assets can be found in Note 3B on page 34 of this report. 
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Long-term liabilities 
 

For the fiscal year ended June 30, 2017, the School had $8,001 including the issuance of a capital lease for $9,271. 
 

2017 2016

Capital leases payable 8,001$             396$                

Long-term liabilities
Due within one year 1,711$             396$                
Due in more than one year 6,290               -                       

Total long-term liabilities 8,001$             396$                

Governmental
Activities

Factors Bearing on the School’s Future 
 
The significant factors affecting the future financial viability of Kato Public Charter School are enrollment and conservative spending.  
Enrollment increased this past year.  Revenues exceeded expenditures in the fiscal year.  The staff and Board of Directors must 
continue to make decisions that make the long-term financial viability one of the School’s top priorities.  The School will strive to 
maintain its long-standing commitment to academic excellence and educational opportunity for students within a framework of 
financial fiduciary responsibility. 
 
Requests for Information 
 
This financial report is designed to provide our constituents, state oversight agencies, lenders, customers, legislative leaders and 
creditors with a general overview of the School’s finances and to demonstrate the School’s accountability for the money it receives.  If 
you have questions about this report or need additional financial information, contact Kato Public Charter School, 110 North Sixth 
Street, Mankato, Minnesota 56001. 
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KATO PUBLIC CHARTER SCHOOL

MANKATO, MINNESOTA

STATEMENT OF NET POSITION

 JUNE 30, 2017

Governmental

Activities

ASSETS

Cash and temporary investments 417,033$   

Receivables

Other 126 

Intergovernmental 134,782 

Prepaid items 11,497 

Capital assets, net of accumulated depreciation

Equipment 29,741 

TOTAL ASSETS 593,179 

LIABILITIES

Accounts and other payables 38,970 

Due to other governments 180 

Unearned revenue 724 

Noncurrent liabilities

Due within one year 1,711 

Due in more than one year 6,290 

TOTAL LIABILITIES 47,875 

NET POSITION

Net investment in capital assets 21,740 

Restricted

Teacher development and evaluation 2,618 

Food service 3,813 

Unrestricted 517,133 

TOTAL NET POSITION 545,304$   

The notes to the financial statements are an integral part of this statement.
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Net (Expense)

Revenue and

Changes in

Net position

Operating Capital

Charges for Grants and Grants and Governmental

Expenses Services Contributions Contributions Activities

Governmental activities

Administration 96,620$         -$                   -$                   -$                   (96,620)$        

District support services 98,217           -                     -                     -                     (98,217)          

Regular instruction 424,498         1,394             38,184           -                     (384,920)        

Special education instruction 210,632         -                     138,634         -                     (71,998)          

Instructional support services 199                -                     -                     -                     (199)               

Pupil support services 31,796           4,003             11,146           -                     (16,647)          

Sites and buildings 183,345         -                     121,861         -                     (61,484)          

Fiscal and other fixed cost programs 10,042           -                     -                     -                     (10,042)          

Interest and fiscal charges on long term debt 306                -                     -                     -                     (306)               

Total governmental activities 1,055,655$    5,397$           309,825$       -$                   (740,433)        

General revenues

State aid-formula grants 690,287         

Other general revenues 6,818             

Investment earnings 188                

Sale of capital assets 1,200             

Total general revenues 698,493         

Change in net position (41,940)          

Net position, July 1 587,244

Net position, June 30 545,304$       

Functions/Programs

MANKATO, MINNESOTA

KATO PUBLIC CHARTER SCHOOL

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2017

Program Revenues

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

 Governmental

General Food Service Funds

ASSETS

Cash and temporary investments 411,867$         5,166$             417,033$         

Receivables

 Other -                       126                  126                  

Intergovernmental 132,959           1,823               134,782           

Prepaid items 11,497             -                       11,497             

TOTAL ASSETS 556,323$         7,115$             563,438$         

LIABILITIES AND FUND BALANCES

LIABILITIES

Accounts and other payables 36,392$           2,578$             38,970$           

Due to other governments 180                  -                       180                  

Unearned revenue -                       724                  724                  

TOTAL LIABILITIES 36,572             3,302               39,874             

FUND BALANCES

Nonspendable

Prepaid items 11,497             -                       11,497             

Restricted

Teacher development and evaluation 2,618 -                       2,618               

Food service -                       3,813               3,813               

Unassigned 505,636           -                       505,636           

TOTAL FUND BALANCES 519,751           3,813               523,564           

TOTAL LIABILITIES AND FUND BALANCES 556,323$         7,115$             563,438$         

 JUNE 30, 2017

KATO PUBLIC CHARTER SCHOOL

MANKATO, MINNESOTA

GOVERNMENTAL FUNDS

BALANCE SHEET

The notes to the financial statements are an integral part of this statement.
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Amounts reported for governmental activities in the statement

of net position are different because

Total fund balances - governmental funds 523,564$         

Net capital assets used in governmental activities are not financial

resources and therefore are not reported as assets in the funds. 29,741             

Long-term liabilities are not due and payable in the

current period and therefore are not reported as liabilities in the funds.

Capital leases payable (8,001)              

Total net position - governmental activities 545,304$         

GOVERNMENTAL FUNDS

 JUNE 30, 2017

KATO PUBLIC CHARTER SCHOOL

MANKATO, MINNESOTA

RECONCILIATION OF THE BALANCE SHEET

TO THE STATEMENT OF NET POSITION

The notes to the financial statements are an integral part of this statement.
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General Food Service Total

REVENUES

Other local and county revenue 11,911$           4,003$             15,914$           

Interest earned on investments 188                  -                       188                  

Revenue from State sources 931,334           856                  932,190           

Revenue from Federal sources 53,933             10,290             64,223             

TOTAL REVENUES 997,366           15,149             1,012,515        

EXPENDITURES

Current

Administration 96,620             -                       96,620             

District support services 93,531             -                       93,531             

Regular instruction 416,401           -                       416,401           

Special education instruction 206,740           -                       206,740           

Instructional support services 1,119               -                       1,119               

Pupil support services 19,580             12,216             31,796             

Sites and buildings 177,355           -                       177,355           

Fiscal and other fixed cost programs 8,376               -                       8,376               

Capital outlay 21,602             -                       21,602             

Debt service

Principal 1,666               -                       1,666               

Interest and other costs 306                  -                       306                  

TOTAL EXPENDITURES 1,043,296        12,216             1,055,512        

EXCESS (DEFICIENCY) OF REVENUES

OVER (UNDER) EXPENDITURES (45,930)            2,933               (42,997)            

OTHER FINANCING SOURCES (USES)

Capital leases issued 9,271               -                       9,271               

Sale of capital assets 1,200               -                       1,200               

TOTAL OTHER FINANCING SOURCES (USES) 10,471             -                       10,471             

NET CHANGE IN FUND BALANCES (35,459)            2,933               (32,526)            

FUND BALANCES, JULY 1 555,210           880                  556,090           

FUND BALANCES, JUNE 30 519,751$         3,813$             523,564$         

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2017

KATO PUBLIC CHARTER SCHOOL

MANKATO, MINNESOTA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

The notes to the financial statements are an integral part of this statement.
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Amounts reported for governmental activities in the statement

of activities are different because

Total net change in fund balances - governmental funds (32,526)$          

Capital outlays are reported in governmental funds as expenditures.  However in the statement of

activities, the cost of those assets is allocated over the estimated useful lives as depreciation

expense.

Capital outlay 13,562             

Depreciation expense (10,150)            

The net effect of various miscellaneous transactions involving capital assets

Book value on disposal of capital assets (5,221)              

The issuance of long-term debt provides current financial resources to governmental funds, while

the repayment of principal of long-term debt consumes the current financial resources of governmental

funds.  Neither transaction, however, has any effect on net position.  Also, governmental funds report  

the effect of premiums, discounts and similar items when debt is first issued,

whereas these amounts are delayed and amortized in the statement of activities.

Capital leases issued (9,271)              

Principal repayments 1,666               

Change in net position - governmental activities (41,940)$          

TO STATEMENT OF ACTIVITIES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2017

KATO PUBLIC CHARTER SCHOOL

MANKATO, MINNESOTA

RECONCILIATION OF THE STATEMENT OF

REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

The notes to the financial statements are an integral part of this statement.
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Budgeted Amounts Actual Variance with

Original Final Amounts Final Budget

REVENUES

Other local and county revenue -$                    11,003$          11,911$           908$                

Interest earned on investments 156                 190                 188                  (2)                     

Revenue from State sources 1,003,590       985,297          931,334           (53,963)            

Revenue from Federal sources 55,000            81,735            53,933             (27,802)            

TOTAL REVENUE 1,058,746       1,078,225       997,366           (80,859)            

EXPENDITURES

Current

Administration 89,313            96,105            96,620             (515)                 

District support services 88,751            92,192            93,531             (1,339)              

Regular instruction 417,570          440,953          416,401           24,552             

Special education instruction 229,655          215,691          206,740           8,951               

Instructional support services 1,600              1,325              1,119               206                  

Pupil support services 25,200            18,519            19,580             (1,061)              

Sites and buildings 179,400          179,886          177,355           2,531               

Fiscal and other fixed cost programs 10,000            8,400              8,376               24                    

Capital outlay

District support services 1,500              1,500              10,480             (8,980)              

Regular instruction 250                 250                 154                  96                    

Special education instruction -                      9,587              5,262               4,325               

Sites and buildings 11,400            6,000              5,706               294                  

Debt service

Principal 2,000              1,665              1,666               (1)                     

Interest and other costs 500                 306                 306                  -                       

TOTAL EXPENDITURES 1,057,139       1,072,379       1,043,296        29,083             

EXCESS (DEFICIENCY) OF REVENUES

OVER (UNDER) EXPENDITURES 1,607              5,846              (45,930)            (51,776)            

OTHER FINANCING SOURCES (USES)

Capital leases issued -                      -                      9,271               9,271               

Sale of capital assets -                      -                      1,200               1,200               

TOTAL OTHER FINANCING SOURCES (USES) -                      -                      10,471             10,471             

NET CHANGE IN FUND BALANCES 1,607              5,846              (35,459)            (41,305)            

FUND BALANCES, JULY 1 555,210          555,210          555,210           -                       

FUND BALANCES, JUNE 30 556,817$        561,056$        519,751$         (41,305)$          

FOR THE YEAR ENDED JUNE 30, 2017

BUDGET AND ACTUAL

KATO PUBLIC CHARTER SCHOOL

MANKATO, MINNESOTA

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

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

-26-



KATO PUBLIC CHARTER SCHOOL

MANKATO, MINNESOTA

FOOD SERVICE FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2017

Variance With

Original Final Actual Final Budget

REVENUES

Other local and county revenue 4,300$           4,700$           4,003$           (697)$             

Revenue from State sources 50                  406                856                450                 

Revenue from Federal sources 7,300             7,250             10,290           3,040              

TOTAL REVENUES 11,650           12,356           15,149           2,793              

EXPENDITURES

Current

Pupil support services

Purchased services 11,650           12,557           12,216           341                 

NET CHANGE IN FUND BALANCES -                     (201)               2,933             3,134              

FUND BALANCES, JULY 1 880                880                880                -                      

FUND BALANCES, JUNE 30 880$              679$              3,813$           3,134$            

Budgeted Amounts

The notes to the financial statements are an integral part of this statement.
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KATO PUBLIC CHARTER SCHOOL  
MANKATO, MINNESOTA 

NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2017 

 
Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
 A. Reporting entity 
 
 Kato Public Charter School, (the School), formerly known as RiverBend Academy, is a charter school and was formed 

March 3, 2000 through an agreement with Minnesota State Board of Education in accordance with Minnesota statutes 
and began operating July 1, 2000 pursuant to applicable Minnesota laws and statutes. The School is authorized by 
Novation Education Opportunities. The primary objective of the School is to foster and promote learning through 
outcome based education. 

 
 Accounting Principles Generally Accepted in the United States of America (GAAP) require that the School’s financial 

statements include all funds, departments, agencies, boards, commissions, and other organizations which are not legally 
separate from the School.  In addition, the School’s financial statements are to include all component units entities for 
which the School is financially accountable. 

 
 Financial accountability includes such aspects as appointing a voting majority of the organization’s governing body, 

significantly influencing the programs, projects, activities or level of services performed or provided by the organization 
or receiving specific financial benefits from, or imposing specific financial burden on, the organization.  These financial 
statements include all funds of the School.  There are no other entities for which the School is financially accountable. 

 
 In accordance with Minnesota Statutes, the School’s Board has elected to control or be financially accountable for 

extracurricular student activities.  Accordingly, the accounts and transactions are included in the financial statements 
within the General fund. 

 
 Aside from it authorization, Novation Education Opportunities, has no authority, control, power, or administrative 

responsibilities over the School. Therefore, the School is not considered a component unit of Novation Education 
Opportunities. 

 
 B. School-wide and fund financial statements 
 
 The School-wide financial statements (i.e., the statement of net position and the statement of activities) report 

information on all of the non-fiduciary activities of the primary government. As a general rule, the effect of interfund 
activity has been removed from these statements. 

 
 The statement of activities demonstrates the degree to which the direct expenses of a given function or segment is offset 

by program revenues.  Direct expenses are those that are clearly identifiable with a specific function or segment.  
Amounts reported as program revenues include 1) charges to customers or applicants who purchase, use, or directly 
benefit from goods, services, or privileges provided by a given function or segment and 2) grants and contributions that 
are restricted to meeting the operational or capital requirements of a particular function or segment. Intergovernmental 
revenues and other items not properly included among program revenues are reported instead as general revenues.  

 
 Separate financial statements are provided for governmental funds. Major individual governmental funds are reported as 

separate columns in the fund financial statements.  
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KATO PUBLIC CHARTER SCHOOL 
MANKATO, MINNESOTA 

NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2017 

 
Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 
 
 C. Measurement focus, basis of accounting and basis of presentation 
 

The School-wide financial statements are reported using the economic resources measurement focus and the accrual 
basis of accounting.  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. 
 

Governmental fund financial statements are reported using the current financial resources measurement focus and the 
modified accrual basis of accounting.  Revenues are recognized as soon as they are both measurable and available.  
Revenues are considered to be available when they are collectible within the current period or soon enough thereafter to 
pay liabilities of the current period.  For this purpose, the School considers most revenues to be available if they are 
collected within 60 days of the end of the current fiscal period.  State revenue is recognized in the year to which it 
applies according to Minnesota statutes and accounting principles generally accepted in the United States of America.  
Minnesota statutes include State aid funding formulas for specific fiscal years.  Federal revenue is recorded in the year in 
which the related expenditure was made.  Expenditures generally are recorded when a liability is incurred, as under 
accrual accounting.  However, debt service expenditures, as well as expenditures related to compensated absences and 
claims and judgments, are recorded only when payment is due. Capital asset acquisitions are reported as expenditures in 
governmental funds. 

 
 Under the modified accrual basis of accounting, some revenues are susceptible to accrual while others are not.  Major 

revenues treated as susceptile to accrual are: State and Federal aids and revenue from other Minnesota schools.  All 
receivables are reported at their gross value and, if appropriate, reduced by the estimated portion that is expected to be 
uncollectible.   Interest on investments and certain receivables is recorded as revenue in the year that the interest is earned 
and is available to pay liabilities of the current period. 

 
 Revenue resulting from exchange transactions, in which each party gives and receives essentially equal value, is 

recorded on the accrual basis when the exchange takes place.  On a modified accrual basis, revenue is recorded in the 
year in which the resources are measurable and become available. 

 
 Non-exchange transactions, in which the School receives value without directly giving equal value in return, include 

grants, entitlements 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 School must provide local resources to be used for a specified purpose, and expenditure requirements, in which the 
resources are provided to the School on a reimbursement basis.  On a modified accrual basis, revenue from non-
exchange transactions must also be available before it can be recognized. 

 
 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 the 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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KATO PUBLIC CHARTER SCHOOL 
MANKATO, MINNESOTA 

NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2017 

 
Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 
 
 Description of funds 
 
 The various School funds have been established by the State of Minnesota Department of Education.  Each fund is 

accounted for as an independent entity.  Descriptions of the funds included in this report are as follows: 
 
 Major governmental funds: 
 
  The General fund is the School’s primary operating fund.  It accounts for all financial resources of the School, 

except those required to be accounted for in another fund.  The General fund is used to account for educational 
activities, school instructional and student support programs, school administration, normal operations and 
maintenance, pupil transportation, capital expenditures, and legal school expenditures not specifically designated to 
be accounted for in any other fund. 

 
  The Food Service special revenue fund is used to account for food service revenues and expenditures. 
 
 As a general rule, the effect of interfund activity has been eliminated from the School-wide financial statements.  
 
 When both restricted and unrestricted resources are available for use, it is the School’s policy to use restricted resources 

first, then unrestricted resources as they are needed. 
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KATO PUBLIC CHARTER SCHOOL  
MANKATO, MINNESOTA 

NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2017 

 
Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 
  
 D. Assets, liabilities and net position/fund balance 
 
 Deposits and investments 
 
 The School’s cash and cash equivalents are considered to be cash on hand, demand deposits and all highly liquid 

investments or equity 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. 

 
The School 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. Obligation of a school district with an original maturity not exceeding 13 months and (i) rated in the highest 
category by a national bond rating service or (ii) enrolled in the credit enhancement program pursuant to statute 
section 126C.55. 
 

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

7. 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. 
 

8. 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. 
 

9. 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. 

 
At June 30, 2017, the School had no investments.   
 

 Prepaid items  
 
 Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in 

both School-wide and fund financial statements.  
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KATO PUBLIC CHARTER SCHOOL  
MANKATO, MINNESOTA 

NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2017 

 
Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 
 

Capital assets 
 
 Capital assets include property, plant and equipment. Capital assets are defined by the School as assets with an initial, 

individual cost of more than $500 (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 acquistion 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 asset lives are 

not capitalized.  
 
 The School does not possess any material amounts of infrastructure capital assets.  Items such as sidewalks and other 

land improvements are considered to be part of the cost of improvable property. 
 
 Property, plant, and equipment of the School are depreciated using the straight line method over useful lives ranging 

from 5 to 15 years for equipment. 
 
 Long-term obligations 
 
 In the school-wide financial statements, long-term debt and other long-term obligations are reported as liabilities in the 

governmental activities statement of net position.  Bond premiums and discounts are delayed and amortized over the life 
of the bonds using the straight line method.  Bond issuance costs are reported as an expense in the period incurred. 

 
In the fund financial statements, governmental fund types recognized bond premiums and discounts, as well as bond 
issuance costs, during the current period.  The face amount of debt issued is reported as other financing sources.  
Premiums received on debt issuances are reported as other financing sources while discounts on debt issuances are 
reported as other financing uses.  Issuance costs, whether or not withheld from the actual debt proceeds received, are 
reported as debt service expenditures. 
 
Fund balance 
 
In the fund financial statements, fund balance is divided into five classifications based primarily on the extent to which 
the School is bound to observe constraints imposed upon the use of resources reported in the governmental funds. These 
classifications are defined as follows: 
 

Nonspendable - Amounts that cannot be spent because they are not in spendable form, such as inventories and 
prepaid items. 
 
Restricted - Amounts related to externally imposed constraints established by creditors, grantors or contributors; or 
constraints imposed by State statutory provisions. 
 
Committed - Amounts constrained for specific purposes that are internally imposed by formal action (resolution) of 
the Board of Education (the Board), which is the School’s highest level of decision-making authority.  Committed 
amounts cannot be used for any other purpose unless the Board modifies or rescinds the commitment by resolution. 
 
Assigned - Amounts constrained for specific purposes that are internally imposed.  In governmental funds other than 
the General fund, assigned fund balance represents all remaining amounts that are not classified as nonspendable and 
are neither restricted nor committed.  In the General fund, assigned amounts represent intended uses established by 
the Board itself or by an official to which the governing body delegates the authority.  The Board has adopted a fund 
balance policy which delegates the authority to assign amounts for specific purposes to the Director.   
 
Unassigned - The residual classification for the General fund and also negative residual amounts in other funds.  
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KATO PUBLIC CHARTER SCHOOL  
MANKATO, MINNESOTA 

NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2017 

 
Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 

 
The School considers restricted amounts to be spent first when both restricted and unrestricted fund balance is available. 
Additionally, the School would first use committed, then assigned, and lastly unassigned amounts of fund balance when 
expenditures are made. 

  
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 balances 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 balances that do not meet the definition of “restricted” or “net 

investment in capital assets”. 
 

Note 2: STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 

Budgetary information 
 

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all governmental funds.  
All annual appropriations lapse at fiscal year-end.  The actual revenues and expenditures for the year ended  
June 30, 2017 have been compared to the School’s budget for the year where applicable.  Variances which are in parentheses 
are unfavorable and indicate revenues are less than budgeted or expenditures are greater than budgeted.  The budget is 
adopted through passage of a resolution.  Administration can authorize transfer of budgeted amounts within any fund per 
Minnesota statute.  Any revisions that alter total expenditures of any fund must be approved by the School Board. 
 
Budgetary control is maintained at the object of expenditure category level within each activity, and in compliance with State 
requirements.  Also inherent in this controlling function is the management philosophy that the existence of a particular item 
or appropriation in the approved budget does not automatically mean that it will be spent.  The budget process has flexibility 
in that, where need has been properly demonstrated, an adjustment can be made within the department budget by the School 
Board.  Therefore, there is a constant review process and expenditures are not approved until it has been determined that (1) 
adequate funds were appropriated; (2) the expenditure is still necessary; and (3) funds are available.  Budgeted amounts are 
as originally adopted or as amended by the School Board.   
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KATO PUBLIC CHARTER SCHOOL  
MANKATO, MINNESOTA 

NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2017 

 
Note 3: 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 School’s deposits and 

investments may not be returned or the School 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 School Board, the School maintains 
deposits at a depository bank which is a member of the Federal Reserve System.  

 
 Minnesota statutes require that all School 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 includes the legal investments described below, as well as certain first mortgage notes, and certain 

other State or local government obligations.  Minnesota statutes require that securities pledged as collateral be held in 
safekeeping by the School Treasurer or in a financial institution other than that furnishing the collateral. 

 
 At year end, the School’s bank balance was comprised of two accounts, a demand deposit account and a time deposit 

account. The demand deposit account had a carrying balance of $128,382 and a bank balance of $129,143 and was fully 
covered by federal depository insurance. The time deposit account had a balance of $288,651 of which $250,000 was 
covered by federal depository insurance and pledged collateral of $38,651.  

 
 B. Capital assets 
 
 Capital asset activity for the School for the year ended June 30, 2017 was as follows: 
 

Balance Balance
Beginning End

of Year Additions Deletions of Year
Governmental activities
Capital assets being depreciated

Equipment 287,011$         13,562$           (91,925)$          208,648$         

Less accumulated depreciation
Equipment (255,461)          (10,150)            86,704             (178,907)          

Governmental activities
capital assets, net 31,550$           3,412$             (5,221)$            29,741$           

 
Depreciation expense was charged to governmental activities as follows: 
 
District support services 983$                
Regular instruction 7,943               
Instructional support services 140                  
Sites, buildings and equipment 932                  

Total depreciation expense 10,150$           
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KATO PUBLIC CHARTER SCHOOL  
MANKATO, MINNESOTA 

NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2017 

Note 3: DETAILED NOTES ON ALL FUNDS - CONTINUED 

C. Long-term debt

Operating leases

The School incurs expenses under an operating lease for rent of facilities.  This lease was renewed for July 1, 2015 to
June 30, 2020.  The following is a schedule by years of future minimum lease payments required under the operating
lease:

Year Ending
June 30 Amount

2018 138,000$         
2019 138,000           
2020 138,000           

Total 414,000$         

The School incurred lease expenses of $138,000 for the year ended June 30, 2017.  For fiscal year 2017 the 
School qualified for charter school lease aid from the State in the amount of $121,861.   

Capital leases 

The School entered into capital leases for the acquisition of a copier in fiscal year 2017. The details are as follows:  

Issue Original Final Due Within
Date Issue Maturity One Year Total

Copier lease 09/22/16 4.5 % 9,271$        10/30/21 1,711$       8,001$       

Principal Outstanding
Interest

Rate

The asset acquired through capital leases is as follows: 

Asset
Copier 9,271$             
Less accumulated depreciation (464) 

    Total 8,807$             

-35-

kvanthuyne_ABDO16C
Sticky Note
Marked set by kvanthuyne_ABDO16C



 

 

KATO PUBLIC CHARTER SCHOOL  
MANKATO, MINNESOTA 

NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2017 

 
Note 3: DETAILED NOTES ON ALL FUNDS - CONTINUED 

 
The future minimum lease obligations and the net present value of these minimum lease payments as of June 30, 2017 
are as follows: 
 

Year Ending
June 30 Total

2018 2,036$             
2019 2,036               
2020 2,036               
2021 2,036               
2022 678                  

Total minimum lease payments 8,822               
Less amount representing interest (821)                 

Present value of minimum lease payments 8,001$             

 
Changes in long-term liabilities 
 
Long-term liability activity for the year ended June 30, 2017 was as follows: 
 

Amounts
Beginning Ending Due Within
Balance Additions Deductions Balance One Year

Governmental activities
Capital leases payable 396$              9,271$           (1,666)$          8,001$           1,711$           

   
 

Note 4: OTHER INFORMATION 
 
 A. Risk management 
 

  The School 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.  In accordance with Section C50 of the 1995 “Codification of 
Governmental Accounting and Financial Reporting Standards” of the Governmental Accounting Standards Board, the 
School accounts for and reports risk management activities in the General fund within the constraints of the modified 
accrual basis of accounting. 

 
The School has purchased a commercial insurance package from a private carrier.  The School reimburses EdVisions 
Cooperative for unemployment insurance and worker’s compensation coverage through an instructional services 
agreement. 
 

B. Concentrations  
 

The School receives a significant amount of its annual General fund revenues from the State of Minnesota from General 
Education, Special Education and Lease aid entitlement programs. The amount received in 2017 was $684,794, $113,908 
and $121,861 for General Education, Special Education and Lease aid entitlement programs, respectively. This 
accounted for 93 percent of General fund revenues.  

 
C.  Contingent liabilities 
 
 The School participates in a number of federal and state programs that are either partially or fully funded by grants or 

aids received from these agencies or other governmental units.  Such programs are subject to audit by the grantor 
agencies, which could result in requests for reimbursement to the granting agency for expenditures that are disallowed 
under the terms of the grant.  Based on past experience, the School believes that any disallowed costs as a result of such 
audits will be immaterial. 
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Note 4: OTHER INFORMATION - CONTINUED 

 
D. Line of credit 

 
 The School obtained a line of credit with Bremer Bank on January 29, 2014 for $100,000. The note had a variable 

interest rate which is calculated as 1.0 percent over the prime rate as published by Bloomberg.  This line of credit 
remained open until January 1, 2017 where it was renewed for $100,000.  As of June 30, 2017, the School had not used 
the line of credit. 

 
E. Income taxes 

 
The School is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code. The School also 
qualifies as a tax-exempt organization under applicable statutes of the State of Minnesota.  
 
Management believes that it is not reasonably possible for any tax position benefits to increase or decrease significantly 
over the next 12 months. As of June 30, 2017, there were no income tax related accrued interest or penalties recognized 
in either the statement of financial position or the statement of activities. 
 
The School files informational returns in the U.S. federal jurisdiction, and in the Minnesota state jurisdiction. U.S. 
federal returns and Minnesota returns for the prior three fiscal years are closed. No returns are currently under 
examination in any tax jurisdiction. 
 

 
 

 
 

-37-



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

OTHER TABLE 
 

KATO PUBLIC CHARTER SCHOOL 
MANKATO, MINNESOTA 

 
 
 
 

FOR THE YEAR ENDED 
JUNE 30, 2017 

-38-



Audit UFARS Audit -
UFARS

01 GENERAL FUND
Total Revenue $997,366 $997,367 ($1)
Total Expenditures $1,043,296  $1,043,295  $1
Non Spendable:
4.60 Non Spendable Fund Balance $11,497 $11,497 $0
Restricted / Reserved:
4.03 Staff Development $0 $0 $0
4.06 Health and Safety $0 $0 $0
4.07 Capital Projects Levy $0 $0 $0
4.08 Cooperative Revenue $0 $0 $0
4.13 Project Funded by COP $0 $0 $0
4.14 Operating Debt $0 $0 $0
4.16 Levy Reduction $0 $0 $0
4.17 Taconite Building Maint $0 $0 $0
4.24 Operating Capital $0 $0 $0
4.26 $25 Taconite $0 $0 $0
4.27 Disabled Accessibility $0 $0 $0
4.28 Learning & Development $0 $0 $0
4.34 Area Learning Center $0 $0 $0
4.35 Contracted Alt. Programs $0 $0 $0
4.36 State Approved Alt. Program $0 $0 $0
4.38 Gifted & Talented $0 $0 $0
4.40 Teacher Development and
Evaluation

$2,618 $2,618 $0

4.41 Basic Skills Programs $0 $0 $0
4.45 Career Tech Programs $0 $0 $0
4.48 Achievement and Integration $0 $0 $0
4.49 Safe School Crime - Crime Levy $0 $0 $0
4.50 Pre-Kindergarten $0 $0 $0
4.51 QZAB Payments $0 $0 $0
4.52 OPEB Liab Not In Trust $0 $0 $0
4.53 Unfunded Sev & Retiremt Levy $0 $0 $0
4.67 LTFM $0 $0 $0
4.72 Medical Assistance $0 $0 $0
Restricted:
4.64 Restricted Fund Balance $0 $0 $0
Committed:
4.18 Committed for Separation $0 $0 $0
4.61 Committed Fund Balance $0 $0 $0
Assigned:
4.62 Assigned Fund Balance $0 $0 $0
Unassigned:
4.22 Unassigned Fund Balance $505,636 $505,636 $0

02 FOOD SERVICES
Total Revenue $15,149 $15,149 $0
Total Expenditures $12,216 $12,216 $0
Non Spendable:
4.60 Non Spendable Fund Balance $0 $0 $0
Restricted / Reserved:
4.52 OPEB Liab Not In Trust $0 $0 $0
Restricted:
4.64 Restricted Fund Balance $3,813 $3,812 $1
Unassigned:
4.63 Unassigned Fund Balancee $0 $0 $0

Audit  UFARS Audit -
UFARS

06 BUILDING CONSTRUCTION
Total Revenue $0 $0 $0
Total Expenditures $0 $0 $0
Non Spendable:
4.60 Non Spendable Fund Balance $0 $0 $0
Restricted / Reserved:
4.07 Capital Projects Levy $0 $0 $0
4.13 Project Funded by COP $0 $0 $0
4.67 LTFM $0 $0 $0
Restricted:
4.64 Restricted Fund Balance $0 $0 $0
Unassigned:
4.63 Unassigned Fund Balance $0 $0 $0

07 DEBT SERVICE
Total Revenue $0 $0 $0
Total Expenditures $0 $0 $0
Non Spendable:
4.60 Non Spendable Fund Balance $0 $0 $0
Restricted / Reserved:
4.25 Bond Refundings $0 $0 $0
4.51 QZAB Payments $0 $0 $0
Restricted:
4.64 Restricted Fund Balance $0 $0 $0
Unassigned:
4.63 Unassigned Fund Balance $0 $0 $0

08 TRUST
Total Revenue $0 $0 $0
Total Expenditures $0 $0 $0
4.22 Unassigned Fund Balance (Net
Assets)

$0 $0 $0

20 INTERNAL SERVICE
Total Revenue $0 $0 $0
Total Expenditures $0 $0 $0
4.22 Unassigned Fund Balance (Net
Assets)

$0 $0 $0

25 OPEB REVOCABLE TRUST
Total Revenue $0 $0 $0
Total Expenditures $0 $0 $0
4.22 Unassigned Fund Balance (Net
Assets)

$0 $0 $0

45 OPEB IRREVOCABLE TRUST
Total Revenue $0 $0 $0
Total Expenditures $0 $0 $0
4.22 Unassigned Fund Balance (Net
Assets)

$0 $0 $0

47 OPEB DEBT SERVICE
Total Revenue $0 $0 $0
Total Expenditures $0 $0 $0
Non Spendable:
4.60 Non Spendable Fund Balance $0 $0 $0
Restricted:

Fiscal Compliance Report - 6/30/2017
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04 COMMUNITY SERVICE
Total Revenue $0 $0 $0
Total Expenditures $0 $0 $0
Non Spendable:
4.60 Non Spendable Fund Balance $0 $0 $0
Restricted / Reserved:
4.26 $25 Taconite $0 $0 $0
4.31 Community Education $0 $0 $0
4.32 E.C.F.E $0 $0 $0
4.40 Teacher Development and
Evaluation

$0 $0 $0

4.44 School Readiness $0 $0 $0
4.47 Adult Basic Education $0 $0 $0
4.52 OPEB Liab Not In Trust $0 $0 $0
Restricted:
4.64 Restricted Fund Balance $0 $0 $0
Unassigned:
4.63 Unassigned Fund Balance $0 $0 $0

4.25 Bond Refundings $0 $0 $0 
4.64 Restricted Fund Balance $0 $0 $0
Unassigned:
4.63 Unassigned Fund Balance $0 $0 $0
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INDEPENDENT AUDITOR’S REPORT ON 
MINNESOTA LEGAL COMPLIANCE 

Members of the School Board 
Kato Public Charter School 
Mankato, Minnesota 

We have audited, in accordance with auditing standards generally accepted in the United States of America, the financial statements of 
the governmental activities, each major fund and the remaining fund information of  Kato Public Charter School, Mankato, Minnesota, 
(the School) as of and for the year ended June 30, 2017, and the related notes to the financial statements, and have issued our report 
thereon dated September 13, 2017.   

The Minnesota Legal Compliance Audit Guide for Charter Schools, promulgated by the State Auditor pursuant to Minnesota Statute § 
6.65, contains two categories of compliance to be tested in audits of charter schools: uniform financial accounting and reporting 
standards and charter schools. Our study included both of the listed categories. 

In connection with our audit, nothing came to our attention that caused us to believe that the School failed to comply with the 
provisions of the Minnesota Legal Compliance Audit Guide for Charter Schools.  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 Schools 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 
September 13, 2017 
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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 

 
 
 
Members of the School Board 
Kato Public Charter School 
Mankato, Minnesota 
 
We have audited the financial statements of the governmental activities, each major fund and the remaining fund information of the 
Kato Public Charter School, Mankato, Minnesota (the School) as of and for the year ended June 30, 2017, which collectively comprise 
the School’s basic financial statements and have issued our report thereon dated September 13, 2017. 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 School’s internal control over financial reporting as a basis for designing our 
auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of the School’s internal control over financial reporting. Accordingly, we do not express an opinion on 
the effectiveness of the School’s internal control over financial reporting. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the 
normal course of performing their assigned functions, to prevent, or detect and correct misstatements on a timely basis. A material 
weakness is a deficiency, or combination of deficiencies, in internal control such that there is a reasonable possibility that material 
misstatement of the School’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 over financial reporting 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 financial reporting that might be deficiencies, 
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over financial reporting that 
we consider to be material weaknesses, as defined above.  However, material weaknesses may exist that have not been identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’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. 
 
We noted certain matters that we reported to the management of the School in a separate letter dated September 13, 2017. 
 

-43-



 

 

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 School’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 School’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

 
ABDO, EICK & MEYERS, LLP 
Mankato, Minnesota 
September 13, 2017 
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