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Independent Auditor’s Report

To the School Board
Alexander Public School District No. 2
Alexander, North Dakota

Report on the Financial Statements

We have audited the accompanying modified cash basis financial statements of the governmental
activities and each major fund information of Alexander Public School District No. 2, Alexander, ND
(School District) as of and for the year ended June 30, 2021, and the related notes to the financial
statements, which collectively comprise the School District’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 the modified cash basis of accounting described in Note 1 to the financial statements;
this includes determining that the modified cash basis of accounting is an acceptable basis for the
preparation of the financial statement in the circumstances. Management is also responsible for 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 from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.
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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 modified cash basis financial position of the governmental activities and each major fund
information of Alexander Public School District No. 2, as of June 30, 2021, and the respective changes in
modified cash basis financial position for the year then ended in accordance with the basis of accounting
as described in Note 1 to the financial statements.

Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting used in
the preparation of the financial statements. The financial statements are prepared on the modified cash
basis of accounting, which is a basis of accounting other than accounting principles generally accepted in
the United States of America. Our opinions are not modified with respect to that matter.

Adoption of Accounting Principle and Correction of Error

As discussed in Notes 1 and 8 to the financial statements, the school district has adopted the provisions
of GASB Statement No. 84, Fiduciary Activities, which has resulted in a restatement of fund balance and
net position as of July 1, 2020. As discussed in Note 8 to the financial statements, the school district has
recorded and presented capital asset activity which was not previously recorded and presented for the
years ending June 30, 2020 and 2019 in its previously issued audited financial statements. Accordingly,
net position as of July 1, 2020 has been restated. Our opinions are not modified with respect to these
matters.

Other Matters

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Alexander Public School District No. 2, Alexander, North Dakota’s financial
statements. The School District Officials listing and Schedule of Employer’s Share of TFFR Net Pension
Liability and Schedule of Employer’s Contributions are presented for purposes of additional analysis and
are not a required part of the financial statements.

The Schedule of Employer’s Share of TFFR Net Pension Liability and Schedule of Employer’s
Contributions are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the 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 Schedule of Employer’s Share of
TFFR Net Pension Liability and Schedule of Employer’s Contributions are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

The School District Officials 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 August 23,
2022, on our consideration of Alexander Public School District No. 2, Alexander, North Dakota’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 effectiveness of the School District’s 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 District’s internal control
over financial reporting and compliance.

éfc/ﬁug L7’

Bismarck, North Dakota
August 23, 2022



Alexander Public School District No. 2
Statement of Net Position — Modified Cash Basis
June 30, 2021

Assets
Cash
Investments

Current assets

Capital assets not being depreciated

Construction in progress

Capital assets (net of accumulated depreciation)

Buildings
Furniture and equipment
Vehicles

Total capital assets
Total assets

Liabilities
Long-term liabilities
Due within one year
Bonds payable
Due after one year
Bonds payable

Total liabilities

Net Position
Net investment in capital assets
Restricted for debt service
Restricted for food service
Restricted for capital projects
Unrestricted

Total net position

See Notes to Financial Statements

S 5,191,543
250,000

5,441,543

60,939

18,884,018
226,026
362,842

19,533,825

24,975,368

752,999

11,506,585

12,259,584

7,274,241
518,033
128,671
559,786

4,235,053

S 12,715,784




Alexander Public School District No. 2
Statement of Activities — Modified Cash Basis
Year Ended June 30, 2021

Program Revenues

Net Revenue

Operating Capital (Expense) and
Charges for Grants and Grants and Changes in
Functions/Programs Expenses Services Contributions Contributions Net Position
Governmental activities

Regular programs S 2,087,957 S - S - - S (2,087,957)
Special education 332,171 - 111,511 - (220,660)
Administration 460,364 - - - (460,364)
Operation and maintenance 978,142 - 1,000 - (977,142)
Transportation services 242,350 - 86,586 - (155,764)
Student activities 121,112 - 116,747 - (4,365)
Other programs and services 236,549 - - - (236,549)
Food services 272,452 30,523 173,796 - (68,133)
Interest and fees 1,215,845 - - - (1,215,845)
Total governmental activities S 5,946,942 $ 30,523 S 489,640 - (5,426,779)

See Notes to Financial Statements

General Revenues
Property taxes
State aid not restricted to specific program
Federal aid not restricted to a specific program
Earnings on investments

Miscellaneous revenue
Total general revenues

Change in net position
Net position - July 1, as restated, see Note 8

Net position - June 30

5,763,460
1,185,275
249,310
5,954

157,539

7,361,538

1,934,759
10,781,025

$

12,715,784




Alexander Public School District No. 2
Balance Sheet — Governmental Funds — Modified Cash Basis
June 30, 2021

Total
General Special Capital Projects Debt Service Governmental
Fund Revenue Fund Fund Funds
Assets
Cash S 3,985,053 S 128,671 S 559,786 S 518,033 S 5,191,543
Investments 250,000 - - - 250,000
Total assets S 4,235,053 S 128,671 S 559,786 S 518,033 S 5,441,543
Fund Balances
Restricted for building fund S - S - S 559,786 S - S 559,786
Restricted for food service - 128,671 - - 128,671
Restricted for debt service - - - 518,033 518,033
Unassigned 4,235,053 - - - 4,235,053
Total fund balances 4,235,053 128,671 559,786 518,033 5,441,543
Total liabilities and
fund balances S 4,235,053 S 128,671 S 559,786 S 518,033 S 5,441,543

See Notes to Financial Statements



Alexander Public School District No. 2

Reconciliation of Governmental Funds Balance Sheet to the Statement of Net Position — Modified Cash Basis
June 30, 2021

Total fund balances for governmental funds S 5,441,543

Total net position reported for government activities in the
statement of net position is different because

Capital assets used in governmental activities are not financial
resources and are not reported in the governmental funds

Cost of capital assets S 22,844,676
Less accumulated depreciation (3,310,851)
Net capital assets 19,533,825

Long-term liabilities applicable to the School District's
governmental activities are not due and payable in the
current period and accordingly are not reported as fund
liabilities. All liabilities - both current and long-term are
reported in the statement of net position. Balances at
June 30, 2021 are:

Bonds payable (12,259,584)
Total long-term liabilities (12,259,584)
Total net position of governmental activities S 12,715,784

See Notes to Financial Statements 8



Alexander Public School District No. 2

Statement of Revenues, Expenditures and Changes in Fund Balance — Governmental Funds — Modified Cash

Basis

Year Ended June 30, 2021

Revenues

Local sources
State sources
Federal sources
Other sources

Total revenues
Expenditures

Current
Regular programs
Special Education
Administration services
Operations and maintenance
Transportation services
Student activities
Other programs and services
Food services

Capital outlay

Debt service
Principal
Interest
Fees

Total expenditures

Excess (Deficiency) of Revenues
over (under) Expenditures

Other Financing Sources (Uses)

Refunding bonds

Payment to refunded bond escrow

agent
Transfers In
Transfers Out
Total other financing sources
and (uses)

Net change in fund balances

Fund Balance - July 1, as restated,
see Note 8

Fund Balance - June 30

See Notes to Financial Statements

Total
General Special Capital Debt Governmental
Fund Revenue Projects Service Funds

$4,634,277 S 41,379 $ 475,893 S 816,783 S 5,968,332
1,272,861 - - - 1,272,861
349,965 173,796 - - 523,761
116,747 - - - 116,747
6,373,850 215,175 475,893 816,783 7,881,701
2,087,957 - - - 2,087,957
332,171 - - - 332,171
460,364 - - - 460,364
363,404 - 160,047 - 523,451
169,846 - - - 169,846
121,112 - - - 121,112
236,549 - - - 236,549
153,014 119,438 - - 272,452

- - 1,803,922 - 1,803,922

- - - 1,138,459 1,138,459

- - - 302,822 302,822

- - - 63,023 63,023
3,924,417 119,438 1,963,969 1,504,304 7,512,128
2,449,433 95,737 (1,488,076) (687,521) 369,573
- - - 6,030,000 6,030,000

- - - (6,030,000) (6,030,000)

- - - 454,485 454,485
(454,485) - - - (454,485)
(454,485) - - 454,485 -
1,994,948 95,737 (1,488,076) (233,036) 369,573
2,240,105 32,934 2,047,862 751,069 5,071,970
$4,235053 S 128,671 S 559,786 S 518,033 S 5,441,543




Alexander Public School District No. 2

Reconciliation of Governmental Funds Statement of Revenues, Expenditures and Changes in Fund Balances to
the Statement of Activities — Modified Cash Basis

Year Ended June 30, 2021

Net change in fund balances - total governmental funds S 369,573

The change in net position reported for governmental activities in
the statement of activities is different because:

Governmental funds report capital outlays as expenditures
and proceeds from the sale of assets increase financial
resources. However, in the statement of activities, the cost
of those assets is allocated over their estimated useful
lives and reported as depreciation expense and only the
gain or loss on the disposal of assets is reported.

Current year capital outlay S 1,803,922
Current year depreciation expense (527,195)
Net amount 1,276,727

Repayment of debt principal is an expenditure in the
governmental funds, but the repayment reduces long-term
liabilities in the statement of net position.

Principal payments 6,318,459

The issuance of long-term debt provides current financial
resources to governmental funds, but the issuance
increases long-term liabilities in the statement of net

position.
Other financing source - refunding bonds (6,030,000)
Change in net position of governmental activities S 1,934,759

See Notes to Financial Statements 10



Alexander Public School District No. 2
Notes to Financial Statements
June 30, 2021

Note 1- Summary of Significant Accounting Policies

The financial statements of Alexander Public School District No. 2, Alexander, North Dakota (School District),
have been prepared in conformity with the modified cash basis of accounting. The Governmental Accounting
Standards Board (GASB) is the accepted standard setting body for establishing governmental accounting and
financial reporting principles. The more significant of the government’s accounting policies are described below.

Reporting Entity

The accompanying financial statements present the activities of Alexander Public School District No. 2. The
school district has considered all potential component units for which the school district is financially
accountable and other organizations for which the nature and significance of their relationships with the school
district is such that exclusion would cause the school district’s financial statements to be misleading or
incomplete. The Governmental Accounting Standards Board has set forth criteria to be considered in
determining financial accountability. This criteria includes appointing a voting majority of an organization’s
governing body and (1) the ability of Alexander Public School District No. 2 to impose its will on that organization
or (2) the potential for the organization to provide specific financial benefits to, or impose specific financial
burdens on Alexander Public School District No. 2.

Based on these criteria, there are no component units to be included with Alexander Public School District No. 2
as a reporting entity.

Government-wide and Fund Financial Statements

Government-wide Statements — The government-wide financial statements (i.e., the statement of net position
and the statement of activities) report information on all of the nonfiduciary activities of the primary
government. Governmental activities normally are supported by taxes and intergovernmental revenues.

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. 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. Taxes and other items not included among program revenues are reported instead as general
revenues.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter

are excluded from the government-wide financial statements. Major individual governmental funds are
reported as separate columns in the fund financial statements.

11



Alexander Public School District No. 2
Notes to Financial Statements
June 30, 2021

Fund Financial Statements — The fund financial statements provide information about the School’s funds.
Governmental fund statements are presented. The emphasis of fund financial statements is on major
governmental funds, each displayed in a separate column.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide and fiduciary fund financial statements are reported using the economic resources
measurement focus and the modified cash basis of accounting. Under this method, revenue is recognized when
collected rather than when earned, and expenditures are generally recognized when paid rather than when
incurred. This basis differs from accounting principles generally accepted in the United States of America
because accounts receivable, accounts payable, and accrued expenses are not included in the financial
statements.

Governmental funds are reported using the current financial resources measurement focus and the modified
cash basis of accounting. Under this method, revenue is recognized when collected rather than when earned,
and expenditures are generally recognized when paid rather than when incurred. This basis differs from
accounting principles generally accepted in the United States of America because accounts receivable, accounts
payable, accrued liabilities, deferred inflows of resources, and deferred outflows of resources are not included in
the financial statements.

Only investments, capital assets, and long-term debt are recorded under the basis of accounting described
above on the statement of net position. Operating statements of these funds present increases (i.e., revenues
and other financing sources) and decreases (i.e., expenditures and other financing uses) in net current assets.

The school district reports the following major governmental funds:

General Fund — This is the school district’s primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund.

Special Revenue Fund — This is the school district’s hot lunch operating fund. It accounts for all financial
resources related to food service.

Capital Projects Fund — This is the school district’s financial resources fund. It accounts for the acquisition,
construction, maintenance, and insurance of major facilities.

Debt Service Fund — The debt service fund is used to account for financial resources to be used for the
repayment of principal and interest on long-term debt.

12



Alexander Public School District No. 2
Notes to Financial Statements
June 30, 2021

The school district follows the pronouncements of the Governmental Accounting Standards Board (GASB), which
is the nationally accepted standard setting body for establishing accounting principles generally accepted in the
United States of America for all governmental entities. For the government-wide financial statements, the
school district follows all applicable GASB pronouncements to the extent they are applicable to the modified
cash basis of accounting.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments-in-lieu of taxes where the amounts are reasonably
equivalent in value to the interfund services provided. Elimination of these charges would distort the direct
costs and program revenues reported for the various functions concerned.

Amounts reported as program revenue include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including
special assessments. Internally dedicated resources are reported as general revenues rather than as program
revenues. Likewise, general revenues include all taxes.

Net Position Classifications
Government-wide Statements
Net position and is displayed in three components:

e Netinvestment in capital assets consists of capital assets, net of accumulated depreciation and reduced
by outstanding balances for bonds, notes and other debt attributable to the acquisition, construction or
improvement of those assets.

e Restricted net position results when constraints placed on net position use are either externally imposed
or imposed by law through constitutional provisions or enabling legislation.

e Unrestricted net position consists of net position not meeting the definition of the two preceding
categories. Unrestricted net position often has constraints on resources imposed by management which
can be removed or modified.

Fund Balance Classification Policies and Procedures
The school district classifies governmental fund balances as follows:

¢ Non-spendable fund balance represents a portion of fund balance that includes amounts that cannot be
spent because they are either a) not in spendable form or b) legally or contractually required to be
maintained intact.

e Restricted fund balance represents a portion of fund balance that reflects constraints placed on the use
of resources (other than non-spendable items) that are either: a) externally imposed by creditors (such
as through debt covenants), grantors, contributors, or laws or regulations of other governments; or b)
imposed by law through constitutional provisions or enabling legislation.

13



Alexander Public School District No. 2
Notes to Financial Statements
June 30, 2021

e Committed fund balance includes amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of the government’s highest level of decision-making authority, which
is the School Board, through ordinance or resolution.

¢ Assigned fund balance represents amounts constrained by the government’s intent to be used for specific
purposes, but neither restricted nor committed. Fund balance may be assigned by the Business Manager.

e Unassigned fund balance represents residual classification for the general fund. This classification represents
fund balance not assigned to other funds and not restricted, committed, or assigned to specific purposes
within the general fund. The general fund should be the only fund that reports a positive unassigned fund
balance amount. In other governmental funds, if expenditures incurred for specific purposes exceeded the
amounts restricted, committed, or assigned to those purposes, it would be necessary to report a negative
unassigned fund balance.

The School District uses restricted amounts first when both restricted and unrestricted fund balance is available
and then from less-restrictive classifications unless there are legal documents/contracts that prohibit doing this,
such as a grant agreement requiring dollar for dollar spending. The School District has not established a policy
for its use of unrestricted fund balance amounts. As such, the School District would first use committed, then
assigned, and lastly unassigned amounts of unrestricted fund balance when expenditures are made.

Cash and Investments

Cash include amounts in demand deposits and money market accounts. These amounts must be deposited with
the Bank of North Dakota or in a financial institution situated and doing business within the state. Deposits,
other than with the Bank of North Dakota, must be fully insured or bonded. In lieu of a bond, a financial
institution may provide a pledge of securities equal to 110% of the uninsured balance.

State statues authorize the school district to invest in:

a) Bonds, treasury bills and notes, or other securities that are a direct obligation of, or an obligation
insured guaranteed by, the treasury of the United States, or its agencies, instrumentalities, or
organizations created by an act of Congress.

b) Securities sold under agreements to repurchase written by a financial institution in which the underlying
securities for the agreement to repurchase are of the type listed above.

c) Certificates of Deposit fully insured by the Federal Deposit Insurance Corporation or by the state.

d) Obligations of the state.

Investments during the year ended June 30, 2021 consisted of certificates of deposit at cost.

14



Alexander Public School District No. 2
Notes to Financial Statements
June 30, 2021

Capital Assets

Capital assets include plant and equipment and are reported in the governmental activities’ column in the
government-wide financial statements. Capital assets are defined by the school district as assets with an initial,
individual cost of $5,000 or more. Such assets are recorded at 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 not capitalized. Capital assets
are depreciated using the straight-line method over the following estimated useful lives:

Buildings and Improvements 20-50 years
Furniture and equipment 5-10 years
Vehicles 7-10 years

Long-Term Obligations

In the government-wide financial statements, long-term debt is reported as liabilities in the statement of net
position. Bond premiums or discounts and bond issuance costs are recorded as expenditures when paid.

With respect to the presentation of governmental funds in the governmental fund financial statements, the face
amount of debt issued is reported as another financing source. Premiums received on debt issuances are
reported as other financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs are reported as debt service expenditures.

Interfund Transactions

In the governmental fund statements, transactions that constitute reimbursements to a fund for expenditures
initially made from it that are properly applicable to another fund, are recorded as expenditures in the
reimbursing fund and as reductions of expenditures in the fund that is reimbursed.

All other interfund transactions, except reimbursements, are reported as transfers.
In the government-wide financial statements, interfund transactions have been eliminated.
Tax Revenues

Property taxes are levied as of January 1. The property taxes attach as an enforceable lien on property on
January 1. The tax levy may be paid in two installments: the first installment includes one-half of the real estate
taxes and all the special assessments; the second installment is the balance of the real estate taxes. The first
installment is due by March 1 and the second installment is due by October 15. A 5% discount is allowed if all
taxes and special assessments are paid by February 15. After the due dates, the bill becomes delinquent and
penalties are assessed.

Most property owners choose to pay property taxes and special assessments in a single payment on or before
February 15 and receive the 5% discount on the property taxes.

15



Alexander Public School District No. 2
Notes to Financial Statements
June 30, 2021

Pensions

For purposes of measuring the net pension liability and pension expense, information about the fiduciary net
position of the North Dakota Teachers’ Fund for Retirement (TFFR) and additions to/deductions from TFFR’s
fiduciary net position have been determined on the same basis as they are reported by TFFR. For this purpose,
benefit payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value. The net pension liability is not
reported under the modified cash basis of accounting, but the information disclosed in the pension footnote,
Note 6, is shown as additional information to the users of the financial statements.

Implementation of GASB Statement No. 84

As of July 1, 2020, the school district adopted GASB Statement No. 84, Fiduciary Activities. The objective of this
Statement is to improve the identification of fiduciary activities for accounting and financial reporting purposes
and how those activities should be reported. The requirements of this Statement will enhance consistency and
comparability by establishing specific criteria for identifying activities that should be reported as fiduciary
activities. Greater consistency and comparability enhances the value provided by the information reported in
financial statements for assessing government accountability and stewardship. The impact to the school district
resulted in the student activity funds being changed from reporting as a fiduciary fund to the General Fund. The
effect of the implementation of this standard on beginning net position and fund balance is disclosed in Note 8.

Note 2 - Cash and Investments

In accordance with North Dakota Statutes, the school district maintains deposits at the depository banks
designated by the governing board. All depositories are members of the Federal Reserve System. Deposits must
either be deposited with the Bank of North Dakota or in another financial institution situated and doing business
within the state. Deposits, other than with the Bank of North Dakota, must be fully insured or bonded. In lieu of
a bond, a financial institution may provide a pledge of securities equal to 110% of the deposits not covered by
insurance or bonds.

Authorized collateral includes bills, notes, or bonds issued by the United States government, its agencies or
instrumentalities, all bonds and notes guaranteed by the United States government, Federal land bank bonds,
bonds, notes, warrants, certificates of indebtedness, insured certificates of deposit, shares of investment
companies registered under the Investment Companies Act of 1940, and all other forms of securities issued by
the State of North Dakota, its boards, agencies or instrumentalities or by any county, city, township, school
district, p