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Certified Public Accountants
IMDEPENDENT LAUDITOR'S REPORT

School Board
Burke Central Public School District No. 36
Lignite, North Dakota

Report on the Finmancial Statements

We have audited the accompanying financial statements of the governmental
activities and each major fund of Burke Central Public Schocl District No.
36, Lignite, North Dakota, as of and for the year ended June 30, 2019, and
the related notes to the finmancial statements, which collectively comprise
the 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 accounting principles generally
accepted in the United States of America; this includes design,
implementation, and maintenance of intermal 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

Cur responsibility is to express opinions on these financial statements based
on our audit. We conducted ocur 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 inveolves 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 esntity’'s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate
in the circumstance, 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 evaluation the appropriateness of
accounting policies used and the reasonable ness 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.
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Opinions

In our opinion, the financial statements referred to above present fairly, in
all material respects, the regpective financial position of the governmental
activities and each major fund of Burke Central Public School District No.
36, Lignite, North Dakota, as of June 30, 2019, and the respective changes in
financial position in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Regquired Supplementary Information

Management has omitted the management's discussion and analysis that
accounting principles generally accepted in the United States of America
required to be presented to supplement the basic financial statements. Such
missing information, altheugh not a part of the basic financial statements,
ig 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. Our cpinion on the basic financial statements is not affected by
this missing information.

Accounting principles generally accepted in the United States of America
require that budgetary comparison information on page 26, the schedule of
district's share of net pension liability for the last ten fiacal years on
page 317, the schedules of district’'s contributions for the last ten fiscal
years on page 38, schedules of district's share of net OPEB liability

ND public employees’ retirement system for the last 10 fiscal years on page
39, schedules of district contributions ND public employees' retirement
system for the last 10 fiscal years on page 40, and the related notes on page
41 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 on inguiries of management about
the methods of preparing the information and comparing the infermation for
consistency with management'’'s responses to our inguiries, the basic financial
statements, and other knowledge we obtained during cur 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our
report dated Qctober 23, 2019, on our consideration of Burke Central Public
School District No. 36's intermal 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 intermal control over financial
reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or compliance. That
report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Burke Central Public School
District Neo. 36's internal control over financial reporting and compliance.

JA%—»

LERVIE & JOHNSON
Certified Public Accountants
Bottineau, MNorth Dakota

October 22, 2019




BURKE CENTRAL PUBLIC SCHOOL DISTRICT NO. 36
Lignite, North Dakota

STATEMENT OF NET POSITION
June 30, 2019

BASEETS:
Current hgsetbts:

Cash £ 1,700,482.71

Investments 180,000.00

Taxes Receivable Bl1,209.15%

Due from Local Sources 3,001.15

Due from State Sources B& .65

Due from Federal Sources 64,363.97

Due from Actiwvity Fund 2:213.03
Total Current Assets 2,031,356.66
capital Assets (Met of Accumulated Depreciation):

Land 9,320.00

Buildings and Egquipment 654,423.0%9

Vehicles 232,876.24
Total Capital Ressets 8%6,6159.33
Total Assets 2,927,975.99
DEFERRED OQUTFLOWS OF RESOURCES:

Deferred Outflows Relating to Pensions and OFEB 720,668.11
LIABILITIES:
Current Liabilities:

hecounts Payable 4,161.76

Salaries and Benefits Payable 727,12

Current Portion of Long-Term Debt 6,053.00
Total Current Liabilitcies 10,941.88
Noncurrent Liabilities:

Compensated Absences a,077.52

Net Pension and OPEB Liakility 2,292,488.00
Total HNoncurrent Liabilicies 2,300,585.52
Total Liabilities 2,311,507.40
DEFERRED INFLOWS OF RESOURCES:

Deferred Infleows Relating te Pensicons and OPEB 294 ,6515.00
NET POSITIOMN:

Net Investment in Capital Assets B90,566.33

Restricted for Salaries and Utilities 151,335.83

Unrestricted 719.54
Tocal Net Position 5 1,042,621.70

The accompanying notes are an integral part of these financial statements.
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BURKE CENTEAL PUBLIC SCHOOL DISTRICT NO. 38
North Dakota

For the Year Ended June 30,

GOVERNMENTAL ACTIVITIES:
Reqular Programs
Federal Programs
Special Education
Administraticn
Operations and Maintenance
Food Service
Transportation
Student Actiwvities

Total Governmental
Activities

Lignite,

STATEMENT OF ACTIVITIES

2019

Frogram Revenues

Net (Expense

Charges Operating Revenue and
for Granta and Changes
Expenses services Contributiona In Net Position
S 1,290,335.31 - $ 1,628.00 § {1,288,711.91)
111,488.15 - 167 ,556.64 56,068.49
179,023 .47 11,716.71 - {1E7,307.76)
286,525.54 = {286,525.54)
259,545 .82 = (259,545.82)
109,192 .12 33,736.51 31,161.01 (44,294 60)
128,635 .62 = 54,001.50 (T4,634.12)
B&,B46 .26 i - (86, B46.26)
$ 2,451,596.89 45,452.22 5 254,347.15 5 {(2,181,79%7.52)
General Revenues:
Property Taxes 921, 560.00
0il and Gas Production Tax Hevenue 433,307,550
State aid-not restricted to
specific programs 657,243 .96
Earnings on investments and
miscellaneosus revenue 102,150.50
Total General Revenues 2,114,281.86
Change in Net Position (37,535.586)
Het Position - July 1 1,080,157.26
Net Position - June 30 5 1,042,621.70

The accompanying notes are an integral part of these financial statements.
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ASSET

dd,

Current AsseLs:

Cash

Inmvestments

Taxe
Due
Due
Due

a Receivable

BURKE CENTRAL PUBLIC SCHOOL DISTRICT NO. 36

BALANCE SHEET

from Local Scurces
from State Sources

from Federal

from Capltal Projects Fund

from General

Sources

Fund

from Activity Fund

Total Assets

LIABILITIES, DEFERRED INFLOWS OF
RESQURCES, AND FUND BALANCES:

Current Liabilities:
Accounts Payable

Salaries and Benefita Payable

Due to General Fund

Due to Special Revenue Fund

Total Liabilities

Deferred Inflowa of Reaources:
Property Taxes Uncollected

EUND BALANCES:

Reat

ricted

Commitced
Unassigned

Total

Total

Fund Balance

Liabilities,

Deferred

Inflows of Resources, and
Fund Balances

Lignite, North Dakota

- GOVERNMENTAL FUNDS

June 30, 2019
Total
Special Capital Governmental

General Revemnue Projects Funds
610,236 14 5 157,189.12 $ 933,.057.4a 5 1,700,482.71
180,000.00 - = 180,000.00
€7,080.21 3,140.19 10, 988.75 Bl,209.15
2,987.21 .91 3.03 3,001.15
= BE .65 = 86.65
64,363.597 = 64 ,363.97
16,508.47 2,1596.10 = 18,704.57
- 36,891.17 - 36,891.17
2;213.03 = 2,313.03
941,186.00 5 201,717.148 s 944,049 ,22 5 2,086,952 _40
4,181.T76 3 = -] = 5 4,161.76
T727.12 - = T27.12
= = 16,508.47 16,508.47
35,891.17 - 2,1%6.10 39,087.27
41, 780._05 = 18,704 .57 £0,484 .62
67,080.21 3,1440.15 10,988.75 B1,20%.15
- 151,335:. 83 - 151,335.83
47,241.16 814 ,355.590 961,597.086
832,325.74 - - B832,325.74
832,325.74 198,576.99 914,355.90 1,945,258 83
241,186.00 % 201,717.18 = 944,045,322 ] 2,086,952.40

The accompanying notes are an integral part of these financial statements.
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BURKE CENTRAL PFUBLIC SCHOOL DISTRICT HO.
Lignite, North Dakota

EECONCILIATION OF GOVERNMENTAL FUNDS BALANCE
TO THE STATEMENT OF NET POSITION
June 30, 2019

Total Fund Balances for Governmental Funds

Amounts reported for governmental activities in the
Statement of Net Position are different becauge:

Capital assets used in governmental activities
are not current financial resources, 8o are
not reported in the govermmental funds.

36

SHEET

Cost of Capital Assets 1,999,353.69
Legs Accumulated Depreciation {1,102, 734.36)

Net Capital Assets

Property taxes will be collected after vear-end,
put are not available scon enough to pay
for the current pericd's expenditures and
therefore are reported as deferred inflows of
regources in the governmental funds.

Long-term liabilities applicable to the
District's governmental activities are
not due and payable in the current peried
and, accordingly, are not reported in the
governmental funds. All liabilities, both
current and long-term, are reported in the
Statement of Net Position.

Balances at June 30, 2019 are:

Compensated Absences (8,077.52)
Notes Payable {€,053.00)
Net Pension and OPER Liability {2,292,488.00)

Deferred outflows and inflows of rescurces
related to pensions and OPEB are applicable
to future periods and, therefore,

are not reported in the funds.

Deferred Outflows of Resources Related to Pensions and OPEB
Deferred Inflows of Respurces Related to Pensions and OFEB

Total Net Position of Governmental Activities

5 1,945,258.63

BY96,619.33

Bl,209.15

(2,306,618.52)

720,668.11
(294,515.00)

§ 1,042,621.70

The accompanying notes are an integral part of these financial statements.
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BURKE CENTRAL PUBLIC SCHOOL DISTRICT NO. 36

Lignite,

Horth Dakota

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended June 30,

Egvenyues:
Local Sources
State Sources
Federal Sources

Total Revenues

Expenditures:

Current:
Regqular Programs
Federal Programs
Special Education
Adminiscration
Cperations and Maintenance
Food Service
Transportation
Student Activities

Capital Outlay

Debt Service:
Principal

Total Expenditures

Excess of Revenues Over
(Under} Expenditures

Other Financing Sourcesg (Uses):

Transfer In
Transfer Out

Total Other Financing
Sources (Uses)

Met Change in Fund Balances
Fund Balance - July 1

Fungd Balance - June 30

The accompanying notes are an

2018

Total
Special Capital Governmental
General Bevenue Projects Funds

& 1,275,766.67 5 &8,173.87 5 120,177.83 1,464,118.37
T11,245.446 236,35 711,481.81
16%,184 .64 30,924,686 = 200,10%.30
2,156,1%6.77 99,334 .88 120,177 .83 2,375,705.48
1,248,086.55 = = 1,248,066.55
147,935.23 - - 107,935,233
170,634.18 = - 170,634.18
252,257 .84 - - 252,257.84
165,204.78 58,353.32 223,558.10
40,204 .58 59,379.59 - 99,584.17
B6,175.18 - - 66,179.18
B2,818.01 - - §2,818.01
62,899,659 = = 62,855%.69
6,053.00 N = &, 053,00
2,202,253.04 59,379.59 58,353.32 2,319,985.95
[45,056.27) 39,955.29 61,824.51 £55,723.,53
92,000.00 - - 92,000.00
- {92,000.00) - (52,000.00)

92,000.00 (92,000.00} = =
45,5943 ,73 (52,044 _T1}) 61,824.51 55,.723.53
T86,382.01 250,621.70 B52,531.3% 1,889,535.10
B32,325.74 5 198,576.99 ] 914,355.90 g 1,94%,258.63

integral part of these

g

financial statements.




BURKE CENTRAL PUBLIC SCHOOL DISTRICT NO. 36
Lignite, North Dakota

RECONCILIATION OF GOVERNMMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2013

MNet Change in Fund Balances-Total Governmental Funds 5 55, T723.53

Amounts reported for governmental activities in the
Statement of Activities are different because:

Governmentcal funds report capital outlays as
expenditures. However, in the Statement of
Activities, tche cosct of those assets is
allocated ocver their estcimated useful lives
and reported ag depreciation expense,

current Year Capital Outlay £2,899_69
Current Year Depreclation Expense {91,250.684)
(28,351.158)
Some revenues reported in the Stcatement of
Activicies are not reported as revenues in
the governmental funds since they do not
represent available rescurces to pay current
expenditurea. This consists of the increase
in caxes receivable. 8,351 .85
Same expenses reported in the Statement
of Actiwvities do not regquire the use of
current financial rescourcea and are not
reported as expenditures in governmental
funds.
Ner Decrease in Compensated Abgences 11,777.16
Proceeds from issuing noncurrent liabilities
provide current financial resources to
governmental funds, but issuing debt increases
noncurrent liabilities in the Statement of Net
Position. Repayment of noncurrent liabilicies
is an expenditure in the governmental funds,
but the repayment reduces noncurrent liabilities
in the Statement of Net Posicion.
Repayment of Long-Term Debt 5,053.00
Sovernmental funds report district pension and OFPEB
contributiona as expenditures. However, in the Statement of
Actiwvities, the cost of pension and OPER benefits earned
net of employer contribution i=s reported as
pension and OFPER expense. {121,089.95)
Het Change in Met Position of Governmental Activities -] {37,535.56)

The accompanying notes are an integral part of these financial statements.
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BURKEE CENTRAL PUBLIC SCHOOL DISTRICT NO. 36
Lignite, North Dakota

STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
June 30, 2019

Private-Purpose Agency
Trust Fund Funds
ASSETS:
Current Assets:
Cash and Investments ] 14,438.21 5 50,146.08
LIABILITIES:
Current Liabilities:
Due to Special Revenue Fund - 2,213.03
Due to Student Activities Groups - 47,833.058
Total Current Liabilities - 50,146.08
HNET POSITION:
Restricted 5 14 ,438_21 5 -

The accompanying notes are an integral part of these financial statements.
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BURKE CENTRAL PUBLIC SCHOOL DISTRICT NO.

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
For the Year Ended June 30,

Additions:
Investment Income
Donation

Total Additions

Deductions:
Scholarships

Changes in Net Position
Net Position - July 1

Net Position - June 30

Lignite,

North Dakota

2019

ig

25,
326.

95
05

a52.

00

500.

0o

(148

14,586,

.00}

21

14,438,

The accompanying notes are an integral part of these financial statements.

12

21



HOTE 1:

BURKE CENTRAL PUBLIC SCHOOL DISTRICT NO. 36
Lignite, North Dakota

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the achool district have been prepared in
conformity with accounting principles generally accepted in the United
States of BAmerica (GAAP) as applied to government units. The
Governmental Accounting Standards Beard (GASBE) is the accepted
standard setting body for establishing govermmental accounting and
financial reporting principles. The more significant of the
government 's accounting policies are described below.

A. Financial Reporting Entity

The accompanying financial statements present the activities of the
Burke Central Public School District No. 36. The school district has
considered all potential component units for which the school district
iz financially accountable and other organizations for which the
nature and significance of their relationships with the school
district are such that exclusion would cause the school district's
financial statements to be misleading or incomplete. The GASE has set
forth criteria to be considered in determining financial
accountability. This criteria includes appointing a voting majority of
an organization's governing beody or an organization being fiscally
dependent and (1) the ability of the Burke Central Public School
District No. 36 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, Burke Central Fublic

School District No. 36.

Based on these criteria, there are no component units to be included
within the Burke Central Public School District No. 36 as a reporting

entity.

B. Financial Statement Presentation

Government-wide financial statements: The Statement of Net Position
and the Statement of Activities display information about the primary
government, Burke Central Public School District. These statements
include the finmancial activities of the overall government, except
fiduciary activities. Governmental activities generally are financed
through taxes, intergovernmental revenues, and other nonexchange
transactions. As a general rule, the effect of interfund activity has
been eliminated from the government-wide financial statements.

The Statement of Net Positieon presents the =school district's
nonfiduciary assets, deferred outflows of resources, liabilities, and
deferred inflowse of resources, with the difference reported as net
position. Wet position is reported in the following categories.

Net investment 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 acquisgition,
construction or improvement of those assets.

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.
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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.

The Statement of Activities presents a comparison between direct
expenses and program revenues for each function of the school
district’'s governmental activities. Direct expensges are those that
are specifically associated with a program or function and, therefore,
are clearly identifiable to a particular functicon. Program revenues
include (a) fees and charges paid by the recipients of goods or
gervices offered by the programs and (b) grants and contributions that
are restricted to meeting the operational or capital requirements of a
particular program. Revenues that are not classified as program
revenues, including taxes, are presented as general revenues.

Under the terms of grant agreements, the school district funds certain
programs by a combination of specific cost-reimbursement grants and
general revenues. Thus, when program expenses are incurred, there are
both restricted and unrestricted net position available to finance the
program. It is the school district's policy to first apply cost-
reimbursement grant resources to such programs, followed by general
revenues.

Fund Financial Statements: 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. Any remaining governmental funds are
aggregated and reported as nonmajor govermmental funds.

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.

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

The school district reports the following nommajor governmental funds
within the special revenue fund column:

Hot Lunch Fund. This accounts for the school district's finanecial
resources related to food service.

Special Reserve Fund. The special reserve fund is used to account for
financial resources to be used for teachers’ salaries, heat, light and
fuel for which the current budget is insufficient to meet the current
requirements.

The school district reports the following fiduciary fund types:

Private-Purpose Trust Funds. These funds were created to act as a
custodian for funds, such as scholarships, held in trust for the
benefit of private individuals or organizations. All resources of the
fund, including any earnings on invested resources, may be used to
support those private individuals and organizations. There is no
requirement that any portion of these resources be preserved as
capital.

14




Agency Fund. This fund accounts for assets held by the school
district in a custodial capacity as an agent on behalf of others. The
school district’'s agency fund is used to account for various deposits
of the student activity funds.

C. Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe how transactions are
recorded within the wvarious fimancial statements, and include the
economic resources measurement focus and the current financial
resources measurement focus.

Economic resources measurement focus: The accounting cbjectives of
this measurement focus are the determinmation of operating income,
changes in net position (or cost recovery), financial position, and
cash flows. Al]l assets and liabilities (whether current or
noncurrent, financial or non-financial) are reported in the
financial statements.

Current financial resources measurement focus: Under this
measurement focus, only current financial assets and liabilities
are generally included on the balance sheet. The operating
statements present sources and wuses of available, spendable
financial resources during any given pericd. Using the current
financial resources measurement focus, principal and interest on
long-term debt, claima and judgments, and compensated absences are
recorded as expenditures only when payment is due. This
measurement focus alsoc requires capital asset acgquisitions to be
reported as expenditures, and proceeds of general long-term debt
and acgquisitions under capital leases to be reported as other
financing sources.

Basis of accounting refers to when the transactions are recorded,
regardless of the measurement focus applied. The school district uses
the accrual and the modified accrual bases of accounting, as discussed
below.

Government-wide Financial Statements

The government-wide and £iduciary fund financial statements are
reported using the economic rescurces measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless
of when the related cash flows take place. Nonexchange transactions,
in which the school district gives (or receives) wvalue without
directly receiving (or giving) egqual wvalue in exchange, include
property taxes, grants, entitlements, and donations. On an accrual
basis, revenue from property taxes is recognized in the fiascal year
for which the taxes are levied. Revenue from grants, entitlements,
and donations is recognized in the fiscal year in which all
eligibility regquirements imposed by the provider have been satisfied.

Govarnmental Fund Financial Statements

Governmental funds are reported using the current financial rescurces
measurement focus and the modified accrual basis of accounting in the
governmental fund financial statements. Under this method, revenues
are recognized when measurable and available. Revenues are considered
to be available when they are collectible within the current year or
soon enough thereafter to pay liabilities of the current year. For
this purpose, the school district considers revenue to be available if
they are collected within 60 days after year-end. All revenues are
considered to be susceptible to accrual,

15




Under the modified accrual basis of accounting, expenditures generally
are recorded when a liability is incurred, as under accrual

accounting. However, differences exist from accrual accounting
related primarily to payments involving long-term assets and
liabilities. These differences were discussed above in the

explanation of the current financial resources measurement focus.

D. Budgets

Based upon available financial information and requests by the school
board, the business manager prepares the school district budget. The
budget is prepared for the general fund on the modified acerual basis
of accounting. The budget includes the proposed expenditures and the
means of financing them. The sachool district does not prepare a
budget for the special revenue fund or capital projects fund, as state
law does not require a budget for these funds. Since budgets were not
prepared, the statements comparing budget and actual results could not
be prepared. All annual appropriations lapse at year-end.

School district taxes must be levied by the governing board eon or
before the fifteenth day of August. The taxes levied must be
certified to the county August 25. The governing body of the school
district may amend its tax levy and budget of the current fiscal year
on or before the tenth day of October of each year, but the
certification must be filed with the county auditor by Octcber 10.
The current budget, except for property taxes, may be amended during
the year for any revenues and appropriations not anticipated at the
time the budget was prepared.

E. Cash and Investments

rash includes amounts in demand deposits and money market accounts.
Deposits must be either deposited with Bank of North Dakota or in a
financial institution situated and deoing business within this state.
Deposits must be fully insured and bonded. In lieu of a bond, a
financial institution may provide a pledge of securities equal to 110%
of the uninsured kalance.

State statutes authorize the school district to invest in:
{1) Bonds, treasury bills and notes, or other securities that are a
direct obligation of, or an cbligation insured or guaranteed by,

the treasury of the United States, or its agencies,
instrumentalities, or organizations created by an act of
Congress.

(2) 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.

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

(4} ©Obligations of the state.

F. 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 transactioms, except reimbursements, are reported
as transfers. Monrecurring or nonroutine permanent transfers of
equity are reported as residual eguity transfers. All other interfund
transfers are reported as operating transfers.

In the government-wide financial statements, governmental interfund
transactions have been eliminated.
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5. Capital Assets

Capital assets include plant and equipment, and are reported in the
government-wide financial statements. Capital assets are defined by
the school district as assets with an initial, individual cost of
55,000 or more. Such assets are recorded at cost or estimated
histerical cost if purchased or constructed. Donated capital assetas
are recorded at estimated fair market wvalue at the date of donation.
The costs of normal maintenance and repairs that deo not add to the
value of the asget or materially extend the 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 10 te 50 years
Equipment 5 to 15 years
Vehicles B years

H. Noncurrent Obligations

Noncurrent obligations may include long-term debt, compensated
absences and net pension liabilities. In the government-wide
financial statements, noncurrent obligations are reported as
liabilities in the governmental activities Statement of Net
Position. Bond premiums or discounts are capitalized and amortized
over the term of the related obligaticn. Bond issuance cogts are
recorded as expenditures when paid.

Compensated Absences

Personal leave is earned by employees which can accumulate up to 40
hours. Upon termination, unused perscnal leave is paid at a daily
rate of $120/day.

Long-Term Dabt

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

Pensions

For purposes of measuring the net pension liability, deferred
outflows of resources and deferred inflows of resources related to
pensions, and pension expense, information about the fiduciary net
position of the Teachers’ Fund for Retirement (TFFR) and the North
Dakota Public Employees Retirement System (NDPERS), and additions
to/deductions from TFFR's and NDPERS' fiduciary net position have
been determined on the same basis as they are reported by TFFR and
NDPERS. For this purpose, benefit payments (including refunds of
employee contributieons) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair
value.
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Other Post Employment Benefit (QOFEE)

For purposes of measuring the net OPEE liability, deferred outflows
of resources and deferred inflows of resources related to OPEB, and
OPEE expense, information about the fiduciary net position o©f the
North Dakeota Public Employees Retirement System (NDPERS) and
additicns to/deductions from HNDPERS’ fiduciary net position have
been determined on the same basis as they are reported by NDPERS.
For this purpose, benefit payments are recognized when due and
payable in accordance with the ben=fit cterms. Investments are
reported at fair value.

I. Fund Equity

Governmental funds utilize a fund balance presentation for equity,
Fund balance is categorized as nonspendable, restricted, committed,
assigned or unassigned.

Nonspendable Fund Balance - represents amounts that cannot be spent
because they are either not in spendable form (such as inventory or
prepaids) or legally required to remain intact {such as notes
receivable or principal of a permanent fund).

Regstricted Fund Balance - represents amounts with external
constraints placed on the use of these resocurces (such as debt
covenants, grantors, other governments, etc.) or imposed by enabling
legisglaticn.

Committed Fund Balance - represents amounts that can only be used
for specific purposes imposed by a formal action of the schocl
district’'s highest level of decision-making autheority, the school
board. Committed resources cannot be used for any other purpose
unless the school board removes or changes the specified use by the
same type of action previously used to commit theose amounts, either
by resoclution or by ordinance.

Assigned Fund Balaoce - represents amounts the school district
intends to use for specific purposes as expressed by the school
board or an official delegated the authority to assign amounts.
This is the residual classification for all governmental funds other
than the general fund. As of June 30, 2019, the school board has
not granted any official the right to assign amounts to a specific
purpose.

When an expenditure is incurred in governmental funds which can be
paid using either restricted or unrestricted resources, the school
district's policy is to pay the expenditure from restricted fund
balance and then from less-restrictive clagsifications - committed,
assigned and then unassigned fund balances. The school district has
not established a policy for its use of unrestricted fund balance
amounts. As such, it considers committed amounts to be reduced first,
followed by assigned amounts, and then by unassigned amounts when
expenditures are incurred for purposes for which amounts in any of
those unrestricted fund balance classifications could be used.

J. Use of Estimates

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues
and expenses during the reporting pericd. Actual results could differ
from those estimates.
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NOTE 2:

NOTE 3:

DEPOSITS

The school district's deposits at June 30, 2019 were entirely covered
by federal depository insurance or by collateral held by the school
district’'s agent in the school district's name, The investments of
the school district during the years ended June 30, 20198 consisted of
certificates of deposit stated at cost.

Custodial and Concentration of credit risk:

For deposits and investments, the custodial credit rigk is the risk
that, in the event of the failure of a depository financial
institution, the =school districet will mnot be able to recover
collateral securities that are in the possession of an cutside party.
Az discussed in Note 1-E, state statutes reguire the market value of
collateral pledged must equal 110% of the deposits not covered by
insurance or bonds. hs discussed above, the school district’'s
deposits were adeguately protected by insurance or collateral during
the fiscal vears under audit. These deposits are Category 1 deposits
that include insured and registered investments for which the
securities are held by the school district.

Interest rate risk:

Generally, the longer the maturity peried of an investment, the
greater the sensitivity of its fair wvalue to changes in market
interest rates. In accordance with its investment policy, the school
distriet invests itz operating funds primarily in short term
certificates of deposit and limits the average maturity in accordance
with the school district’'s cash requirements.

TAXES RECEIVABLE

The taxes receivable represents the past three years of uncollected
current and delinguent taxes. No allowance has been established for
uncollectible taxes receivable.

The county treasurer acts as an agent to collect property taxes levied
in the county for all taxing authorities. Any material tax
collections are distributed after the end of each month.

Property taxes are levied as of January 1. The property taxes attach
as an enforceable lien on property on Jamuary 1 and may be paid in two
installments, The first installment includes one-half of the real
estate taxes and all the special assessments and 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
Octeober 15. A 5% discount is allowed if all taxes and special
assessments are paid by February 15. After the due dates, the bill
becomes delinguent and penalties are assessed. Most property owners
choose to pay property taxes and special assessments im a single
payment on or before February 15 and receive the discount on the
property taxes.
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NHOTE 4:

NOTE 5:

HOTE 6&:

NOTE 7:

DUE FROM LOCAL SOURCES

The amount due from local sources consists of the cash on hand for
taxes collected but not remitted to the school district at June 30 and

other local income.

DUE FROM STATE SOURCES

The amount due from state sources consists of state matching funds for

hot lunch.

DUE

FROM FEDERAL SCOURCES

The
June 310, 2019.

CAPITAL ASSETS

The following is a summary
2019;

ended June 30,

amount due from federal
1, Title I Targeted Grants,

gources consists of amounts due from Title
Title IT A, Title III and Carl Perkins at

of changes in capital assets for the year

Bajance Balance
Covernmental Activitcies: Ti1/2018 InCreasss Delecions E/30/2018
Capital Asgets Not Being
Depreciated:
Land & 9,320,000 L. ¥ 5 9, 320,00
Capital Asgecs Being
Depreciated:
Buildings & Eguipment 5 1.27T8,912.00 5,25%9.E3 5 - $ 1,284,211.69
Yahicles 678,072.400 57,600, 00 {29, 850,001 TES,522.00
Toral Capiral Rssets
Being Depreciaced 1,956, 984.06 £2.899.69 [29.A50.00] 2.04%, 733 . €9
Lass Accumulated
Depreciated for:
Bulldings & Eguipment s, 904 TT 36, E03 84 . 625, 78R &1
Yehicles 44F,348.75 54, 447.00 L29,850.00) 532, 645.75
Tokal Accumulated Depreciation 1,041,3%33,52 91, 25084 {29,850.00) 1,162, 434.36
Toral Capital Resets
Being Depreciated, Nat 5 915,650, 48 {28,381.15) 3§ = 5 BAT, 295.33

Depreciation expense was
district aa follows:

charged to

Governmental Activities:

Regular Programs
Administration
Student Activities

Operation and Maintenance

Transportation
Total Depreciation-

Governmental Activities

20

Year Ended
June 30, 2019

2 1,145.34
11,279.50
3,123.00
21,19%.00
54,447.00

5 51,250.84

functions/programs of the school




HOTE 8:

NOTE 9:

NOTE 10:

NOTE 11:

ACCOUNTS PAYAELE

Accounts payable consists of amounts owed for goods and services
received prior to June 30 and chargeable to the appropriations for the
yvear then ended, but paid subsequent to that date.

SALARIES AND BENEFITS PAYABLE

Salaries and benefits payable consists of amounts due for employee
benefits at June 30.

DEFERRED OUTFLOWS AND INFLOWS OF RESOURCES

Like revenues and expenses, deferrals represent flows of resources
into and out of a government during the fiscal year. However, unlike
revenues and expenses, which are inflows and outflows cof resources
related to the pericd in which they occur, deferrals are related to
future periods.

Deferred inflows and outflows on the school district’s statement of
net position are related to the determination of the school district's
net pension and OPEBE liability and pension and OFEB expense, as
detailed in Hote 15 and 16.

Deferred inflows of resources on the fund financial statements consist
of amounts for which asset recognition criteria have been met, but for
which revenue recognition criteria have not been met. Under the
medified accrual basis of accounting such amounts are measurable but
not available. The school district's only deferred inflow of fimancial
recources on its fund financial statements is uncollected property
taxes, which are not expected to be collected within the allotted &0
day time period after year end in order to gqualify as available under
the gchool district’s policy.

DUE TC OTHER FUNDS

The amount due to other funds stems primarily from cash which was
inadvertently deposited into the wrong fund. The s=chool district
intends to pay off the balances during the school year ended June 30,
2020.

The amounts Due To/From funds at June 30, 2019 are as follows:

Due To:
Special
General Fund Revenus Funds Total
Due From;
General Fund % . 5 36,891.17 5 36,B91.17
capital Projects Fund 16,508.47 2,196.10 18,704.57
Agency Fund - 2,213,033 2,213,403
% 16,508.47 % 41,300.30 £ 57,80B.77
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HOTE 12: NONCURRENT LIABTLITIES

During the year ended June 30, 2019%, the following changes

liabilities reported in noncurrent liabilities:

occurred in

Balance Balance

24142018 Additions Deletione E/30/301%
Mote Payable 5 12, 10&6.00 ] 5 E,053.00 g E,053.00
Compensated AhSENCces 19, 654 _EB 11, 777_16 8,077.52
Total B 31,960.68 5 = 5 17,830.16 5 14,130.52

outstanding debt at June 30, 2019 consists of the following issue:

529,900.00 note payable entered into on October 2,

2014 with John

Deere Financial, due in 5 annual payments, with zeroc percent interest,
beginning September 26, 2015 through September 26, 2019.

Principal Balance -] 6,053.00

=

Future payments on long-term debt are as follows:

Year Ending

June 30 Principal
2020 $ 6,053.00
e

HOTE 13: FUND BALANCE

Fund balance as of June 30, 2019 is as follows:

June 30, 201%: Special Capital
Zeneral Revanue Projecta Total
Fund Balances:
Restricted
Balaries and Utilities 5 - g 161,335 .83 3 £ 151,335.683
Committad
Capital Projects - - 514,755, 90 914,755.30
Food Secvice - 47,241 .18 - 47,241.16
Unassigned g312,325. 74 - B312,325.74
- B32,6325.74 S 196,576.99 g 914,755,490 5 1,945,858.63
NOTE 14: TRANSFERS
The special revenue fund transferred $52,000.00 to the general fund to

pay for expenses.
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NHOTE 15:

PENSION PLANS

The school district has two employes pension plans, the North Dakota
Teachers’ Fund for Retirement (TFFR) and the HNorth Dakota Public
Employees Retirement System (NDPERS].

North Dakota Teachers’ Fund for Retirement

The following brief description of TFFR is provided for general
information purposes only. Participants should refer to NDCC Chapter
15-39.1 for more complete information.

TFFR i= a cost-sharing multiple-employer defined benefit pension
plan covering all North Dakota public teachers and certain other
teachers who meet various membership requirements. TFFR provides for
pension, death and disability benefits. The cost to administer the
TFFR plan is financed by investment income and contributions.

Responsibility for administration of the TFFR bhenefits program is
assigned to a seven-member Board of Trustees (Board). The Board
consists of the State Treasurer, the Superintendent of Public
Instruction, and five members appointed by the Governor. The
appointed members serve five-year terms which end on June 30 of
alternate years. The appointed Board members must include two active
teachers, one active school administrator, and two retired members.
The TFFR Board submits any necessary or desirable changes in
statutes relating to the administration of the fund, including
benefit terms, to the Legislative Assembly for consideration. The
Legislative Assembly has final authority for changes to benefit
terms and contribution rates.

Pension Benefits

For purposes of determining pension benefits, members are classified
within one of three categories. Tier 1 grandfathered and Tier 1 non-
grandfathered members are those with service credit on file as of
July 1, 2008. Tier 2 members are those newly employed and returning
refunded members on or after July 1, 2008,

Tier 1 Grandfathered

L Tier 1 grandfathered member is entitled to receive unreduced
benefits when three or more years of credited service as a teacher
in Narth Dakota have accumulated, the member is no longer employed
as a teacher and the member has reached age 65, or the sum of age
and years of service credit equals or exceeds 8%, TFFR permits early
retirement from ages 55 to 64, with benefits actuarially reduced by
€% per year for every year the member’'s retirement age is less than
65 wyears or the date as of which age plus service equal 85. In
either case, benefits may not exceed the maximum benefits specified
in Section 415 of the Internal Revenue Code.

Pension benefits paid by TFFR are determined by NDCC Section 15-
39.1-10. Monthly benefits under TFFR are equal to the three highest
annual salaries earned divided by 36 months and multiplied by 2.00%
times the number of service credits earned. Retirees may elect
payment of benefits in the form of a single life annuity, 100% or
50% joint and surviver annuity, ten or twenty-year term certain
annuity, partial lump-sum option or level income with Social
Security benefits. Members may alsc qualify for benefits calculated
under other formulas.
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Tier 1 Non-grandfathered

& Tier 1 non-grandfathered member is entitled to receive unreduced
benefits when three or more years of credited service as a teacher
in North Dakota have accumulated, the member is no longer employed
as a teacher and the member has reached age &5, or has reached age
60 and the sum of age and years of service credit equals or exceeds
90. TFFR permits early retirement from ages 55 to 64, with benefits
actuarially reduced by 8% per year from the earlier of age 60/Rule
of 90 or age 65. In either case, benefits may not exceed the maximum
benefits specified in Section 415 of the Internal Revenue Code.

Pension benefits paid by TFFR are determined by NDCC BSection 15-
39.1-10. Monthly benefits under TFFR are equal to the three highest
annual salaries earned divided by 36 months and multiplied by 2.00%
times the number of service credits earned. Retirees may elect
payment of benefits in the form of a single life annuity, 100% or
50% joint and survivor annuity, ten or twenty-year term certain
annuity, partial lump-sum optien or level income with Social
Security benefits. Members may alsc gqualify for bkenefits calculated
under other formulas.

Tier 2

A Tier 2 member is entitled to receive unreduced benefits when five
or more years of credited service as a teacher in North Dakota have
accumalated, the member is no longer employed as a teacher and the
member has reached age 65, or has reached age 60 and the sum of age
and years of service credit eguals or exceeds 90. TFFR permits early
retirement from ages 55 to 64, with benefits actuarially reduced by
8% per year from the earlier of age &0/Rule of 50 or age &5. In
either casge, benefits may not exceed the maximum benefits specified
in Section 415 of the Internal Revenue Code.

Pension benefits paid by TFFR are determined by NDCC Section 15-
39.1-10. Monthly benefits under TFFR are equal to the five highest
annual salaries earned divided by 60 months and multiplied by 2.00%
times the number of service credits earned. Retirees may elect
payment of benefits in the form of a single life annuity, 100% or
50% joint and surviver annuity, ten or twenty-year term certain
annuity, partial lump-sum option or level income with Social
Security benefits. Members may alsc gqualify for benefits calculated
under other formulas.

Death and Disability Benefits

Death benefits may be paid to a member’s designated beneficiary. If
a member's death occurs before retirement, the benefit options
available are determined by the member's vesting status prior to
death. If a member‘s death occurs after retirement, the death
benefit received by the beneficiary (if any) is Dbased on the
retirement plan the member selected at retirement.

An active member is eligible to receive disability benefits when:
(a]l a total disability lasting 12 months or more does not allow the
continuation of teaching, (b) the member has accumulated five vyears
of credited service in North Dakota, and (c) the Board of Trustees
of TFFR has determined eligibility based upon medical evidence. The
amount of the disability benefit is computed by the retirement
formula in NDCC Section 15-39.1-10 without ceonsideration of age and
uses the member's actual years of credited service. There is no
actuarial reduction for reason of disability retirement.
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Member and Employer Contributions

Member and employer contributions paid te TFFR are set by NDCC
Section 15-39.1-09. Every eligible teacher in the State of North
Dakota is required to be a member of TFFR and is assessed at a rate
of 11.75% of salary as defined by NDCC Section 15-35.1-04. Every
governmental body employing a teacher must alsc pay into TFFR a sum
equal to 12.75% of the teacher's salary. Member and employer
contributions will be reduced to 7.75% each when the fund reaches
100% funded ratio on an actuarial basis.

2 vested member who terminates covered employment may elect a refund
of contributions paid plus 6% dinterest or defer payment until
eligible for pension benefits. A non-vested member who terminates
covered employment must claim a refund of contributions paid before
age 70%. Refunded members forfeit all service credits under TFFR.
These service credits may be repurchased upon return teo covered
employment under certain circumstances, as defined by the NDCC.

North Dakota Fublic Employees Retirement System (Main System)

The follewing brief description of NDPERS is provided for general
information purposes only. Participants should refer to NDCC Chapter
54-52 for more complete information.

NDPERS is a cost-sharing multiple-employer defined benefit pension
plan that covers substantially all employees of the State of North
Dakota, its agencies and various participating political
subdivisions. NDPERS provides for pension, death and disability
benefits. The cost to administer the plan is financed through the
contributions and investment earnings of the plan.

Responsibility for administration of the NDPERS defined benefit
pension plan is assigned to a Board comprised of nine members. The
Board consists of a Chairman, who is appointed by the Governor; one
member appointed by the Attorney General; one member appointed by
the State Health Officer; three members elected by the active
membership of the NDPFERS system; cne member elected by the retired
public employees; and two members of the legislative assembly
appointed by the chairman of the legislative management.

Pension Benefits

Benefits are set by statute. NDPERS has no provisions or policies
with respect to automatic and ad hoc post-retirement benefit
increases. Member of the Main System are entitled teo unreduced

monthly pension benefits beginning when the sum of age and years of
credited service egual or exceed 85 (Rule of 85), or at normal
retirement age (65). For members hired on or after January 1, 2016
the Rule of 85 will be replaced with the Rule of 90 with a minimum
age of 60. The monthly pension benefit is equal to 2.00% of their
average monthly salary, using the highest 36 months out of the last
180 months of service, for each year of service. The plan permits
early retirement at ages 55-64 with three or more years of service.

Members may elect to receive the pension benefits in the form of a
gingle life, joint and survivor, term-certain annuity, or partial
lump sum with ongoing annuity. Members may elect to receive the
value of their accumulated contributions, plus interest, as a lump
sum distribution upon retirement or termination, or they may elect
to receive their benefits in the form of an annuity. For each
member electing an annuity, total payment will not be les=s than the
members’ accumulated contributicns plus interest.

25




Death and Disability Benefits

Death and disability benefits are set by statute, If an active
member dies with less than three years of service for the Main
System, a death benefit egqual to the wvalue of the member's
accumulated contributions, plus interest, is paid to the member’'s
beneficiary. If the member has earned more than three years of
credited service for the Main System, the surviving spouse will be
entitled to a single payment refund, life-time monthly payments in
an amount egual to 50% of the member’'s accrued normal retirement
benefit, or monthly payments in an amount egqual to the member’s
acerued 100% Joint and Surviver retirement benefit if the member had
reached normal retirement age prior to date of death. If the
surviving spouse dies before the member’'s accumulated pension
benefits are paid, the balance will be payable to the surviving
spouse’s designated beneficiary.

Eligible members who become totally disabled after a minimum of 180
days of service, receive monthly disability benefits equal to 25% of
their final average s=salary with a minimum benefit of 35100. To
gualify under this section, the member has to become disabled during
the periocd of eligible employment and apply for benefits within one
year of terminatiomn. The definitien of disabled is set by the
NDPERES in the North Dakota Administrative Code.

Refunds of Member Account EBalance

Upon termination, if a member of the Main System is not vested (is
not 65 or does not have three years of service), they will receive
the accumulated member contributions and vested employer
contributions, plus interest, or may elect to receive this amount at

a later date. If the member has wvested, they have the option of
applying for a refund or can remain as a terminated vested
participant. If a member terminated and withdrew their accumulated

member contribution and is subsequently reemployed, they have the
option of repurchasing their previous service.

Member and Employer Contributicns

Member and employer contributicns paid to NDEBERS are set by statute
and are established as a percent of salaries and wages. Member
contribution rates are 7% and employer contribution rates are 7.12%
of covered compensation.

The member's account balance includes the vested employer
contributions equal to the member's contributions to an eligible
deferred compensation plan. The minimum member contribution is §25
and the maximum may not exceed the following:

* 1 to 12 menths of service - Greater of one percent of
monthly salary or $25

* 13 to 24 months of service - Greater of two percent of
monthly salary or 525

* 25 to 36 months of service - Greater of three percent of
monthly salary or $25

Lo Longer than 36 months of service - Greater of four percent

of monthly salary or 525

Pension Liabilities, FPension Expense, and Deferred Outflows of
Resources and Deferred Inflows of Resources Related to Pensions (All
Plans)

At June 30, 2019, the school district reported a total liability of
$2,282,000.00 (52,042,613.00 for its proporticnate share of TFFR's
net pension liability and $23%,387.00 for its proportionate share of
NDPERS’ net pension liability). The net pension liabilities for hoth
plans were measured as of July 1, 2018, and the total pension
liability used to calculate the net pension liability for each plan
was determined by an actuarial valuation as of that date.
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For TFFR, the school district's proportion of the net pension
liability was based on the school district's share of covered
payroll in the pension plan relative to the covered payroll of all
participating TFFR employers. At July 1, 2018, the school district's
proportion related to TFFR was 0.15325 percent, which was an
increase of 0.01450 percent from its proportion measured as of July
1, 2017.

Eelated to NDPERS, the school district's proportien of the net
pension liability was based on the school district's share of
covered payroll in the Main System pension plan relative to the
covered payroll of all participating NDPERS Main System employers.
At July 1, 2018 the school district's proportion related to KDPERS
was 0.014185 percent, which was a decrease of 0.003527 percent from
its proportion measured as of July 1, 2017.

For the year ended Jume 30, 2019 the school district recogmnized
total pension expense of $246,733.00, {$196,494.00 related to TFFR
and $50,239,00 related to NDPERS). &t June 30, 2013 the school
district reported deferred outflows of rescurces and deferred
inflows of resources related to pensions from the following sources:

I TFFR 1 | NOFERS | | TErTAL ]

Deferred Dufaxied Deferred Dm sl DeferTed Omfmrrid
Cutflows of Tnfiowm af Gurflows of IRE lowm af furflows of ot lose of
P SOuECEE REsouToER Radtur C0E ResCurces HERour Ces SGepouTTES

Differences Detwesn

arpecied and actusl

axparinnes E 544,00 % 55, 553400 El c14.00 B, LAk DD 5 L178.08 £3,657,00
Changes of sssuspticn 115,524 .08 - BE 414,00 3,417,800 158,538 .00 3,4L7.00
Eat differencs Berwesn

projecesd sl acrisal

saTRinge oo paseiog

plan lrvestments - T, 06 G0 - 1,165 60 - A, X¥7 .00
Changes in proportion el

differences Derwesn

distriet concribetione

acd prapoetlonace

share of cooteibatlons 134, 56800 LE%, 006, 90 41,6d5.00 31.55% .08 192, 35400 1%, 96100
District comtribukions

aubgeguent to Che

eamuarenent QA0S 127 961 .18 - L. 285 61 - 14, 168 .77

Tetal 5 BT4, 50 . LL B 346.&31.00 ¥ tal Sad 6l 4  A4,581.00 ] 717,538.77 § 231,302.00

*
Y

5140,168B.77 {$127,963.16 from TFFE and $12,205.61 from NDPERS)
reported as deferred outflows of resources related to pensions
resulting from the school district's contributions subsequent to the
measurement date will be recognized as a reducticn of the net
pension liability in the year ended June 30, 2020.

Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized
in pension expense as follows:

TFFR NDPERE TOTAL
Year Ended June 30:
2019 5 B2,795.00 5 35,387.00 5 118,182.400
2020 E4,Z241 .00 32,014.00 B&,255.00
2021 4,147.00 18,162.00 22,309,000
2022 35,267.00 2,838.00 38,105.00
2023 3,445.00 {2,345.00) 1,100.00

Thereafter 20,115.00 - 20,115.00




Actuarial assumptions:

The total pension liability in the July 1, 2017 actuarial wvaluation
was determined using the following actuarial assumptions, applied to
all periods included in the measurement:

TPER ELRERS
TnElaticsn 2.75% . T E0N T
salary Inccaakes §.35% to 14.%0%, warylng by service, Sem Below
inciuding inflakien and producclvicy
Envestment rate of Tetutn 7.75%, AeC of LOVESTMENT =XpERass T.75%, nec of ilmrestRent expeviaws
coat-af-1llving adiuscmencs W Kirm

NOPERS falary Increasss:

Service at Begirnimg: Incraass Rate
of Year
] 15,00%
1 10.90%
3 E.OD0%
Ages
Undes 16 10.00%
36-33 T.50%
40-33 £.75%
39-3% 6.50%
60= 5.2E%

*hge-based salary increase rates apply for employees with three or
more years of service

TFPR specific actuarial assumptions:

For active and inactive members, mortality rates were based on the
RP-2014 Employee Mortality Table, projected generationally wusing
Srale MP-2014. For healthy retirees, mortality rates were based on
the RP-2014 Healthy Annuitant Mortality Table =set back one year,
multiplied by 50% for ages under 75 and grading up teo 100% by age
80, projected generatiomally using Scale MP-2014. For disabled
retiress, mortality rates were based on the RP-2014 Disabled
Mortality Table set forward four years.

The actuarial assumptions used were based on the results of an
actuarial experience study dated April 30, 2015. They are the same
as the assumptions used in the July 1, 2017 funding actuarial
valuation for TFFE.

As a result of the April 30, 2015 actuarial experience study, the
TFFR Board adopted several assumption changes, including the
following:

s Investment return assumption lowered from 8% to 7.75%.

e« Inflation assumption lowered from 3% to 2.75%.

s Total salary scale rates lowered by 0.25% due to lower inflation.

s added explicit administrative expense assumption, equal to prior
year administrative expense plus inflation.

» ERates of turnover and retirement were changed to better reflect
anticipated future experience.

» Updated mortalicy assumption to the RP-2014 mortality tables with
generaticnal improvement.

The long-term expected rate of return on pension plan investments
was determined using a building-block method in which best-estimate
ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are developed
for each major asset class. These ranges are combined to produce the
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long-term expected rate of return by weighting the expected future
real rates of return by the target asset allocation percentage and
by adding expected inflation. Best estimates of arithmetic real
rates of return for each major asset class included in the Fund's
target asset allocation as of July 1, 2018 are summarized in the
following table:

Asset Class Target Alloccation Long-Term Expected Real
Rate of Return
Global Equities EE% 6.7%
Global Fixed Income 23% 1.5%
Global Real Asselbs 18% 5.1%
Cash Egquivalents 1% 0.0%

pDigscount rate. The discount rate used to measure the total pension
liability was 7.75 percent as of June 30, 2018. The projection of
cash flows used to determine the discount rate assumes that member
and employer contributions will be made at rates egual te those
based on the July 1, 2018 Actuarial Valuation Report. For this
purpose, only employer contributions that are intended to fund
benefits of current plan members and their beneficiaries are
included. Projected employer contributions that are intended to fund
the service costs of future plan members and their beneficiaries, as
well as projected contributions from future plan members, are not
included. Based on those assumpticns, the pension plan's fiduciary
net position was projected to be available to make all projected
future benefit payments for current plan members as of July 1, 2018.
Therefore, the long-term expected rate of return on pensicn plan
investments was applied to all periocds of projected benefit payments
to determine the total pension liability as of June 30, 2018.

NDPERS specific actuarial assumptions:

For active members, inactive members and healthy retirees, mortality
rates were based on the RP-2000 Combined Healthy Mortality Table set
back two years for males and three years for females, projected
generationally using the 55A 2014 Intermediate Cost scale from 2014.
For disabled retirees, mortality rates were based on the RP-2000
Disabled Retiree Mortality Table set back one year for males (no
setback for females) multiplied by 125%.

The long-term expected rate of return on pension plan investments
wag determined using a building-block method in which best-estimate
ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are develeoped
for each major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future
real rates of return by the target asset allocation percentage and
by adding expected inflation. Best estimates of arithmetic real
ratezs of return for each major asgset class included in the Fund's
target asset allocation are summarized in the following table:

Asset Class Target Allocation Long-Term Expected Real
Rate of Return
Domestic Equity 0% 6.05%
International Equity 21% 6.71%
Private Eguity 7% 10.20%
Domestic FPixed Incoms 23% 1.45%
International Fixed Income 0% 0.00%
Glocbal Real Assets 19% 5.11%
Cash Bguivalents o% 0.00%
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Discount rate. For PERS, GASBE Statement No. 67 includes a specific
requirement for the discount rate that is used for the purpose of
the measurement of the Total Pension Liability. This rate considers
the ability of the System to meet benefit obligations in the future.

To make this determination, employer contributions, employee
contributions, benefit payments, expenses and investment returns are
projected inte the future. The current employer and employee fixed

rate contributions are assumed to be made in each future year. The
Plan Net Position (assets) in future years can then be determined
and compared to its obligation to make benefit payments in those
years. In vears where assets are not projected teo be sufficient teo
meet benefit payments, which iz the case for the PERS plan, the use
of a municipal bond rate is required.

The Single Discount Rate (SDR] is equivalent to applying these two
rates te the benefits that are projected to be paid during the
different time periods. The SDR reflects (1) the long-term expected
rate of return on pension plan investments (during the period in
which the fiduciary net position is projected to be sufficient to
pay bensfits) and (2) a tax-exempt municipal bond rate based on an
index of 20-year general obligation bonds with an average AR credit
rating as of the measurement <date (to the extent that the
contributions for use with the long-term expected rate of return are
not met).

For the purpose of this wvaluation, the expected rate of return on
pension plan investments is 7.75%; the municipal bond rate 1is 3.562%;
and the resulting Single Discount Rate is &6.32%.

Sensitivity of the School District's Proportionate Share of the Net
Fension Liability to Changes in the Discount Rate (All Plans)

The following presents the school district's proportionate share of
the net pension liability calculated wusing the current discount
rateg for TFFR and NDPERS, as well as what the school district's
proportionate share of the net pension liability would be if it were
calculated using a discount rate that is l-percentage-point lower or
l-percentage-point higher than the current rate:

District's Proportionate Share of Net Pension Liability
Current Discout

1% Decrease (§.75%) Rare (7.75%) 1% Increase (8.75%)
TFFR 5 2,758,118.00 & 2,042,6813.00 5 1,447,534.00
1% Decrease (5.32%) Rate (6.32%) 1% Increase (7.32%)
NDPERE 5 325,283.00 g 239,387.00 5 167,710.040

Pension plan fiduciary net position. Detailed information about the
pension plan's fiduciary net position is available in the gseparately
issued TFFE and NDPERS financial reports.

TFFR's Comprehensive Annual Financial Report (CRFR) is located at
www.nd.gov/rio/sib/publications/cafr/default . .htm.
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HOTE 16:

Other Post Employment Benefits (OPEB)

North Dakota Public Employees Retirement System

The following brief description of NDPERS is provided for general
information purposes only. Participants should refer to NDAC Chapter
71-06 for more complete information.

NDPERS OFEB plan is a cost-sharing multiple-employer defined benefit
OPEB plan that covers members receiving retirement benefits from the
PERS, the HPRS, and Judges retired under Chapter 27-17 of the North
Dakota Century Code a credit toward their monthly health insurance
premium under the state health plan based upon the member's years of
credited service., Effective July 1, 2015, the credit is also
available to apply towards monthly premiums under the state dental,
vision and long-term care plan and any other health insurance plan.
The Retiree Health Insurance Credit Fund is advance-funded on an
actuarially determined basis.

Responsibility for administration of the NDPERS defined benefit OPEB
plan is assigned tc a Board comprised of nine members. The Board
consists of a Chairman, who iz appointed by the Governor; one member
appointed by the Attorney General; one member appointed by the State
Health Officer; three members elected by the active membership of
the NDPERS system, one member elected by the retired public
employees and two members of the legislative assembly appointed by
the chairman of the legislative management.

OPEB Benefits

The employer contribution for the PERS, the HPRS and the Defined
Contribution Plan is set by statute at 1.14% of covered
compensation. The employer contribution for employees of the state
board of career and technical education is 2.9%%% of covered
compensation for a pericd of eight years ending October 1, 2015,
Employees participating in the retirement plan as part-
time/temporary members are recguired to contribute 1.14% of their
covered compensation to the Retiree Health Insurance Credit Fund.
Employees purchasing previous service credit are also required to
make an employee contribution to the Fund. The benefit amount
applied each year is shown as ‘“prefunded credit applied" on the
Statement of Changes in Plan Net Position for the OPEB trust funds.

Betiree health insurance credit benefits and death and disability
benefits are set by statute. There are no provisions or policies
with respect to automatic and ad hoc post-retirement benefit
increases. Employees who are receiving monthly retirement benefits
from the PERS, the HPRS, the Defined Contribution Plan, the Chapter
27-17 judges or an employee receiving disability benefits, or the
spouse of a deceased annuitant receiving a surviving spouse benefit
or if the member selected a joint and survivor option are eligible
to receive a credit toward their monthly health insurance premium
under the state health plan.

Effective July 1, 2015, the credit is also available to apply
towards monthly premiums under the state dental, vision and long-
term care plan and any other health insurance plan. The benefits are
equal to 35.00 for each of the employee's, or deceased employee's
years of credited service not to exceed the premium in effect for
selected coverage. The retiree health insurance credit is also
available for early retirement with reduced benefits.
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OPEE Liabilities, OPEB Expense, and Deferred Outflows of Rescurces
and Deferred Inflows of Resources Related to OPEB

At June 30, 2019, the school district reported a liability of
£10,488.00 for its proportionate share of the net OPEB liability.
The net OPEE liahility was measured as of July 1, 2018, and the
total OPEB liability used to calculate the net OPEB liability was
determined by an actuarial wvaluation as of that date. The school
district's proportion of the net OPEE liability was based on the
school district's share of covered payroll in the OPEB plan relative
to the covered payroll of all participating OPEB employers. At July
1, 2018 the school district's proportion was 0.013317 percent which
was a decrease of .003774 from prior year.

For the year ended June 30, 2012, the school district recognized
OPEBR expense of 51,613.00. At June 30, 201%, the school district
reported deferred outflows of resources and deferred inflows of
resources related to OPEE from the following sources:

| OPEB |
Deferred Deferrad
Outflows of Inflows of
Resources Resources
Differences bhatwaean
expected and actual
experience 5 314.00 = 217.00
Changes of assumption 861.00 -

Net difference betwean

projected and actual

earnings on OFEEB

plan investments - 226.00
Changes in proportion and

differences between

digtrict contributions

and proporticnate

share of contributions - 2,770.00
Digtrict contributions

subgsequent to the

measurement date 1,5%54.34 S

Total s 3,129.24 5 3,213.00

$1,954.34 reported as deferred outflows of resources related to OPEEB
resulting from school district contributions subsequent to the
measurement date will be recognized as a reduction of the net OPEB
liability in the year ended June 30, 2020.
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Other amounts reported as deferred outflows of resources and
deferred inflows of rescurces related to OPEEs will be recognized in
OPEB expense as follows:

QOPEE
Year Ended June 30:
2019 s (355.00)
2020 {355.00)
2021 {3565.00)
2022 {255.00)
2023 (Z274.00)
Thereafter [444.00)

Actuarial assumptions:

The total OPEE liability in the July 1, 2017 actuarial valuation was
determined uging the following actuarial assumptions, applied to all
periocds included in the measurement:

OPEB
Inflation 2.50%
Salary Increases Not applicable
Investment rate of return 7.50%, net of investment expenses
Cost-of-living adjustmants None

For active members, inactive members and healthy retirees, mortality
rates were based on the RP-2000 Combined Healthy Mortality Table set
back two years for males and three years for females, projected
generationally using the S5SA 2014 Intermediate Cost scale from 2014.
For disabled retirees, mortality rates were based on the RP-2000
Disabled Mortality Table set back one year for males (no setback for
females) multiplied by 125%.

The long-term expected investment rate of return assumption for the
RHIC fund was determined using a building-block methed in which
best-estimate ranges of expected future real rates of return
{expected returns, net of RHIC investment expense and inflation] are
developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. Estimates of arithmetic
real rates of return, for each major asset class inecluded in the
RHIC's target asset allocation as of July 1, 2017 are summarized in
the following table:

Azzer Class Target Allocation Long-Term Expected Real
g
Rate of Return

Large Cap Domestic Equities 3T% 7.15%

tmall Cap Domestic Equities 9% 14,42%

Internaticonal Equities 14% B.83%

Core-Plus Fixed Income 40% 0.10%
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HOTE 17:

Discount rate. The discount rate used to measure the teotal OFEB
liability was 7.75%. The projecticn of cash flows used to determine
the discount rate assumed plan member and statutory/Board approved
employer contributicns will be made at rates egual to those based on
the July 1, 2018, and July 1, 2017, HPRS actuarial wvaluation
reports. For this purpose, only employer contributicns that are
intended teo fund benefits of current RHIC members and their
beneficiaries are included. Projected employer contributions that
are intended to fund the service costs of future plan members and
their beneficiaries are not included. Based on those assumptions,
the RHIC fiduciary net position was projected to be sufficient to
make all projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on RHIC investments
was applied to all periods of projected benefit payments to
determine the total OPEB liability.

Sensitivity of the school district's proportionate share of the net
OPEE liability to changes in the discount rate

The following presents the net OPEB liability of the Plans as of
Junie 30, 2018, calculated using the discount rate of 7.50%, as well
as what the RHIC net OPEB liability would be if it were calculated
using a discount rate that is 1l-percentage-point lower (6.5 percent]
or l-percentage-point higher (8.5 percent) than the current rate:

Current Discount
1% Decrease (6.50%) Rate (7.50%} 1% Increase {(8.50%)
OPER 5 13,270.00 = i0,488.00 = 8,103.00

RISK MANAGEMENT

The Burke Central Publi¢ School District No. 36 is exposed to various
risks of loss relating to torts; theft of, damage to, and destructicn
of assets:; errors and omissions; injuries to employees; and natural
disasters.

In 1986, state agencies and political subdivisions of the state of
Morth Dakota Jjoined together to form the HNorth Dakota Insurance
Reserve Fund (NDIRF), a public entity risk pool currently coperating as
a common risk management and insurance program for the state and over
2,000 political subdivisions. The Burke Central Public School
District No. 36 pays an annual premium to NDIRF for its general
liability, auto, and inland marine insurance coverage. The coverage
by NDIRF iz limited to losses of two millicn dollars per occurrence.

The Burke Central Public School District MNo. 36 also participates in
the North Dakota Fire and Tornado Fund and the State Bonding Fund.
The Burke Central Public School District NHo. 36 pays an annual premium
to the Fire and Tornado Fund to cover property damage to buildings and

personal property. Replacement cost coverage 1is provided by
estimating replacement cost in consultation with the Fire and Tormado
Fund, The Fire and Tornade Fund is reinsured by a third party

insurance carrier for losses in excess of one million dollars per
occurrence during a 1Z-month peried. At June 30, 201%, the State
Bonding Fund provided the political subdivision with blanket fidelity
bond coverage in the amount of 51,100,000.00 for its employees. The
State Bonding Fund does not currently charge any premium for this
coverage.

The Burke Central Public School District No. 36 has insurance with
North Dakota Workforce Safety and Insurance and purchases commercial
insurance for employee health and accident insurance.

i4




NOTE 18:

NOTE 19:

Settled claims resulting from these risks have not exceeded insurance
coverage in any of the past three fiscal years.

RESTRICTED NET POSITION

Restricted net position consists of tax dollars levied for the
special reserve fund (a nommajor fund included in special revenue
funds in the financial statements). The special reserve fund is
required to be used for teachers’ salaries, heat, light and fuel for
which the current budget is insufficient to meet the current
requirements.

SUBSEQUENT EVENTS

The school district has evaluated subseguent events through October
23, 2019, the date which the financial statements were available to be
isgued.
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BURKE CENTRAL PUBLIC SCHOOL DISTRICT NHO. 36
Lignite, MNorth Dakota

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
For the Year Ended June 30, 2019

Original Variance
and Final FPositive
Budget Actual {Hegative)
BEevenues:
Local Sources $ 1,160,702.00 3 1,275, Te6..67 H 115,064 .67
State Sources T713,3591.64 T11,245.46 (2,146.18)
Federal Sources 45,463 _00 169,184 .64 123,721.64
Total Revenues 1,919,556.54 2,156,196.77 236,640.13
Expenditures:
Current :
Reqular PFrograms 1,340,971.040 1,248,066.55 92,904 .45
Federal Programs 59,892.00 107, 935,23 (48, 043,.23)
Special Education 148,900.00 170,634 1B {21,734.18)
Administration 262,500.00 252,257 .84 10,642.16
Operations and Maintenance 189,350.00 165,204.78 24,145.22
Food Service 34,900.00 40,204 58 (5,304.58)
Transportation 184 ,000.00 66,179.18 117,820.82
Student Activities 53, 000._00 B2,B1lB8.01 10,181.929
Capital COutlay = 62,899 69 (62,899.569)
Debt Service:

Principal = 6, 053,00 (6,053.00)
Toral Expenditures 2,313,913.00 2,202,253 .04 111,6559.98
Excezss of HRevenues Over

(Under) Expenditures {394,356.36) (46, 056.27) 348,300.09

Cther Financing Socurces {(Uses):
Transfers In 92, 000.00 52,000.00
Transfers Out - - -

Total Other Financing Sources (Uses) - §2,000,00 52,000.00
Wet Change in Fund Balance {394 ,386.316) 45,943.73 440,300.0%9
Fund Balance - July 1 B55,240.11 B55,240.11 .

Fund Balance - June 30 ] 460,883 .75 2 501,183 .84 5 440,300.09

See accompanying notes to required supplementary information,
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BURKE CENTRAL FUBLIC SCHOOL DISTRICT HO. 36
Lignite, North Dakota

SCHEDULE OF DISTRICT'S SHARE OF NET OPEB LIABILITY
ND PUBLIC EMFLOYEES RETIREMENT SYSTEM
LAST 10 FISCAL YEARS*

As of and for the Year
Ended June 30,

OPEB 2018 2018
1. District's proportion of the net
OPEB liability {asset) 0.013317% 0.017091%
2. District's proportionate share of
the net OPEE liability (asset) & 10,488.00 ] 13,519.00
i. District's covered-employees payroll 5 145,722.00 5 184,8%6.00
District's proportionate share of
the nec GPEE liability (asset) as a
percentage of its covered-employee payroll T.20% 7.31%
%, Plan fiduciary net position as a percentage
of the rotal OPEB liability 61.89% 59.78%

* Complete data for these schedules is not available prior to 2017. The
amounts presented for each fiscal year have a measurement date of the
previcus fiscal year end.

See accompanying notes to required supplementary information.
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BUREE CENTRAL PUBLIC SCHOOL DISTRICT NO. 36
Lignite, North Dakota

SCHEDULE OF DISTRICT CONTRIBUTIONS
ND PUBLIC EMPLOYEES RETIREMENT SYSTEM
LAST 10 FISCAL YERRSY

As of and for the Year
Ended June 30,

OPEB 2019 2018
Statutorily regquired contribution 5 1,709.00 L 2,149.00
Contributions in relation to the statutorily

required contribution 5 {1,485.00) 5 {2,025.30)
Contribution deficiency (excess) 3 224.00 = 124.00
District's covered-employee payroll 5 145,722.00 5§ 184,896.00
Contribucions as a percentage of covered-employee

payroll 1.02% 1.10%

* Complete data for these schedules ig not available prior to 2017.

See accompanying notes to reguired supplementary informatiom.
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NHOTE 1:

HOTE 2:

NOTE 3:

BURKE CENTRAL PUBLIC SCHOOL DISTRICT HNO. 36
Lignite, North Dakota

HOTES TO REQUIRED SUPPLEMENTARY THFORMATION
For the ¥Years Ended June 30, 2019

BUDGETARY COMPARISON SCHEDULE

Bagis of Accounting:

Based upon available financial information and requests by the school
board, the business manager prepares the school district budget. The
budget is prepared for the general fund con the modified accrual basis of
accounting. The budget includes the proposed expenditures and the means of

financing them. The school district deoes not prepare a budget for the
capital projects fund, as state law deoes not reguire a budget for that
fund. Since a budget was not prepared, the statement comparing budget

and actual results could not be prepared. All annual appropriations lapse
at year-end.

Relevant Dates:

School district taxes must be levied by the governing board on or before
the fifteenth day of August. The taxes levied must be certified to the
county auditor by August 25. The governing body of the school district may
amend its tax levy and budget of the current fiscal year on or before the
tenth day of October of each year, but the certification must be filed with
the county auditor by October 10. The current budget, except for property
taxes, may be amended during the year for any revenues and appropriations
not anticipated at the time the budget was prepared.

PENSTON PLANS

TFFR Changes of Assumptions. Amcunts related to TFFR reported in 2016 and
late reflect the following actuarial assumption changes based on the
results of an actuarial experience study dated April 30, 2015.

= Investment return assumptiocn lowered from 8% to 7.75%.
Inflaticon assumption lowered from 2% to 2. 75%.

* Total salary scale rates lowered by 0.25% due to lower inflation.

* DIdded explicit administrative expense assumption, equal to prior year
administrative expense plus inflation.

# Rates of turnover and retirement were changed to better reflect
anticipated future experience.

s TUpdated mortality assumption to the RP-2014 mortality tables with
generational improvementc.

NDPERS Changes of Assumptions. Imounts related to NDPERS reported in 2013
reflect actuarial assumption changes effective July 1, 2018 based on the
results of an actuarial experience study completed in 2015. This includes
changes to the mortality tables, disability incidence rates, retirement
rates, administrative expenses, salary gcale, and percent married
assumption.

OTHER POST EMPLOYMENT BENEFITS (COPEE)

Changes of Assumptions. Amounts reported dim 2019 reflect actuarial
assumption changes effective July 1, 2017 based on the results cf an
actuarial experience study completed in 2015. This includes changes to the
mortalicy tables, disability incidence rates, retirement rates,
administrative expenses, salary scale, and percent married assumption.
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INDEFENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

School Board
Burke Central Public School District No. 36
Lignite, North Dakota

We have audited, in accordance with the auditing standards generally accepted
in the United States of America and the standards applicable teo financial
audites contained in Government Auditing Standards issued by the Comptroller
General of the United States, the fimancial statements of the governmental
activities and each major fund of Burke Central Public School District No,
ig, Lignite, North Dakota, as of and for the year ended June 30, 2019, and
the related notes to the financial statements, which collectively comprise
Burke Central Public School District No. 36, Lignite, Morth Dakota's basic
financial statements and have issued our report thereon dated October 23,
20189.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Burke Central Public
School District No. 36, Lignite, MNorth Dakota's internal control over
financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of Burke Central Public Schocl District No.
36, Lignite, North Dakota's internal control. Accordingly, we do not express
an opinion on the effectiveness of Burke Central Puklic Scheool District No.
36, Lignite, North Dakota's internal contrel.

cur consideration of intermal control was for the limited purpose described
in the preceding paragraph and was not designed to identify all deficiencies
in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified. However, as described in the accompanying
schedule of findings and responses, we identified certain deficiencies in
internal control that we consider to be material weaknesses.

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
migstatements on a timely basis. A material weakness is a deficiency. or a
combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected, on a timely
bhasis. We consider the deficiencies described in the accompanying schedule of
findings and responses, items 19-1 and 1%-2, to be material weaknesses,
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Burke Central Public
School District No. 36, Lignite, North Dakota'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 amcunts. However, providing an opinion
cn 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.

Burke Central Public School District No. 36, Lignite, Worth Dakota’'s Response
to Findings

Burke Central Public School District No. 36, Lignite, North Dakota's response
to the findings identified in our audit is described in the accompanying
schedule of findings and responses. Burke Central Public School District No.
36, Lignite, North Dakota's response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly,
we do not express an opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of
internal contrel and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the entity'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 entity's
internal contreol and compliance. Accordingly, this communication is not
suitable for any other purpose.

gﬁvﬂ.

LERVIE & JOHNSON
Certified Public Accountants
Bottineau, North Dakota

October 23, 2019
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BURKE CENTRAL PUBLIC SCHOOL DISTRICT HO. 36
Lignite, Norcth Dakota

SCHEDULE OF FINDIMGS AND REESPONSES
For the Yesar Ended June 30, 2019

FINDINGS-FINANCIAL STATEMENT AUDIT

MATERIAL WEAKNESSES

19-1

19-2

Segregation of Duties

Condition:
The Burke Central Public School District, Lignite, North Dakota, has
one person responsible for most accounting functions.

Criteria:

There should be sufficient accounting personnel so duties of employees
are segregated. The segregation of duties would provide better control
over the assets of the school district.

Effect:

There is no segregation of duties as one employee is responsible to
collect monies, deposit monies, issue checks, send checks to vendors,
record receipts and disbursements in journals, maintain the general
ledger, and prepare financial statements. This increases the risk of
misgstatement of the school district’s financial condition.

REecommendation:
Due to the aize of the schogol district, it i= not feasible to obtain
proper separation of duties and no recommendation will be made.

Client Response:
No response is considered necesgsary.

Preparation of Financial Statements

Condition:

The school district does not have an internal contreol system designed
to provide for the preparation of the financial statements being
audited. As auditors, we were requested to assist in drafting the
financial statements and accompanying notes to the financial
statements. This circumstance is not unusual in an organization of
your size. It is the responsibility of management and those charged
with governance to make the decision whether to accept the degree of
risk associated with this condition because of cost or other
considerations,

Criteria:

A good system of internal accounting control contemplates a system
designed to prepare financial statements in accordance with generally
agcepted accounting principles.

Effect:

Inadequate controls over financial reporting of the school district
result in the more than remote likelihood that the school district
would not be able to draft the financial statements and accompanying
notes to the financial statements that are materially correct without
the assistance of the auditors.
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Recommendation:

While we recognize that this condition is not unusual for an
organization your size, it is important that you be aware of this
condition for finmancial reporting purposes. Management and the Board
should continually be aware of the financial reporting of the school
district and changes in reporting reguirements.

Management's Response:

Since it is not cost-effective for an organization our size to have
staff to prepare audit-ready financial statements, we have chosen to
hire Lervik and Johnson FP.C., a public accounting firm, to assist in
the preparation of the financial statements as part of their annual
audit of Burke Central Public School District, Lignite, North Dakota.
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