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INDEPENDENT AUDITOR'S REFPORT fax(701)742-3376

School Board of Directors
Oakes Public School District No. 41
Oakes, North Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of the
governmental activities and each major fund of Oakes Public School
District No. 41, as of and for the years ended June 30, 2019 and
2018, and the related notes to the financial 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 the design, implementation, and maintenance
of 1internal control relevant to the preparation and fair
presentation of financial statements that are free from material
misstatement, whether due to fraud or error. :

Auditor’'s Responsibility

Our responsibility is to express opinions on these financial
statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the
United States of Bmerica 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 cobtain reasonable assurance
about whether the financial statements are free from material
misstatement.

An audit invelves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are
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appropriate in the cumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s
internal contrel. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of =significant accounting
estimates made by management, as well as evaluating the overall
presentation of the financial statements.

=

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present
fairly, in all material respects, the respective financial
position of the governmental activities and each major fund of
Oakes Public School District No. 41, as of June 30, 2019 and 2018,
and the respective changes in financial position, for the years
then ended in accordance with accounting principles generally
accepted in the United States of America.

Emphasis of a Matter

As discussed in Note 16 to the financial statement Oakes Public
School District No. 41 adopted new accounting guidance, GASB
Statement No. 75, Accounting and Financial Reporting for Post-
Employment Benefits Plans other than Pensions. Our opinion is not
modified with respect to this matter.

Other Matters :
Bequired Supplementary Information

Accounting principles generally accepted in the United States of
Bmerica require that the budgetary comparison information,
Schedule of employers Share of the Net Pension Liability and
employer Contributions, schedule of employers share of net OFEB
liability and employer contributions, and the notes to the
required supplementary information as presented in the table of
contents 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 regquired
supplementary information in accordance with auditing standards
generally accepted in the United States of America, which
consisted o©f inguiries of management about the methods of
preparing the information and comparing the information for
consistency with management’s responses to our ingquiries, the
basic financial statements, and other knowledge we obtained during
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our audit of the basic financial statements. We do not express &an
opinion or provide any assurance on the information because the
provide us with sufficient evidence to

limited procedures do not
express an cpinicn or provide any assurance.

Management has omitted the management’s discussion and analysis
that acecounting principles generally accepted in the United States
of America require to be presented to supplement the basic
financial statements. Such missing information, although not a
part of the basic financial statements, is regquired 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 opinion on the basic financial statements
is not affected by this missing information.

Other Information

Our audits were conducted for the purpose of forming opinions on
the financial statements that collectively comprise Oakes Public
School District No. 41's basic financial statements. The
introductory section, combining and individual nonmajor fund
financial statements, and statistical section, are presented for
purposes of additional analysis and are not a reguired part of the.
basic financial statements.

The combining and individual nommajor fund financial statements
are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional
procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the
United States of America. In our opinion, the combining and
individual nonmajor fund financial statements are fairly stated in
all material respects in relation to the basic financial
statements asz a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also
issued our report dated December 6, 2019, on our consideration of
Dakes Public School District No. 41’s internal control over
financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over
financial reporting and compliance and the results of that

E
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testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing
Standards in considering Oakes Public Schoel District No. 41's

internal control over financial reporting and compliance.

NV Naloor Cra, 1xd.
V. NELSON CPA, LTD.

Cakes, North Dakota
December 6, 2019
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OAKES FUBLIC SCHOOL DISTRICT No. 41
STATEMENT OF NET POSITION
A5 OF JUNE 30, 20189

Governmental

ASSETS Bectivities
Cash $1,378,8189
Taxes BRecelwvable 112,496
Intergovernmental receivable 174,261

1,665,576

Capital Assets-Depreciable 9,824,637
Less accumulatred depreciation (3,214,182)
Total Capital assets, net 6,610,455
Total Assets 58,276,031
DEFERRED QOUTFLOWS OF RESOURCES 1,005,629

Derived from Pension & OPEB

LIAEBILITIES
Accounts payable ] 0
Health Insurance Payable 55,031
Salaries & benefits pavyable 4,808

Long term liabilities
Due within one year

Long Term Debt 266,413

Due after one year
Long Term Debt 1,035,126
Net Pension & OPEB Liability 5,078,488
Total Liabilities 6,439,866
DEFERRED INFLOWS OF RESOURCES 475,138

Derived from Pension & OPEE

NET POSITION

Net Investment in capital assets 5,308,916
Restricted for;
Debt service 0
Capital projects 177,066
Special purposes 233,656
Unrestricted (3,352,982)
Total Net Position 2,366,656

See the accompanying notes to the basic financial statements.
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OAKES PUBLIC SCHOOL

ISTRICT NO. 41

STATEMENT OF NET POSITION

A5 OF JUNE

ASSETS

Current Assets:
Cash
Property taxes receivable
Intergovernmental receivable

Capital assets, Depreciable
Less accumulated depreciation
Total Capital Assets, Net

Total Assers

DEFERRED OUTFLOWS OF RESQURCES
Derived from Pension & OPEB

LIABILITIES
Accounts payable
Health Insurance payable
Salaries & benefits payable
Long-Term Liabilities
Due within one year
Long Term Debt
Due after one year
Long Term Debt
Net Pension & OPEB Liability

Total Liabilities

DEFERERED INFLOWS OF ERESOURCES
Derived from Pension & OPEB

NET POSITION
Net Investment in capital assets
Restricted for:
Debt service
Capital projects
Special purposes
Unrestricted
Total MNet Position

See the accompanying notes to the basic
7

2018

Governmental
Activities

51, 527,533
896,748
135,776
1,760,057

9,626,307
(2,947, 314)
6,678,993

5 8,439,050

1,143,835

5 0
60,685
18,257

262,980

1,226,094
5,166,645

6,734,661

362,185

5,189,919

0

250,244
222,852
{3,186,0786)
S 2,484,039

financial statements.




CAKES PUBLIC S3CHOOL DISTRICT NO. 41
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2019

Net {(Expense) Revenue
and Changes
In Net Position
Charges Operating

For Grants/ Governmental
Functions/Programs Expenses Service Contributions Activities
Governmental Activities:
Instruction:
Regular 52,534,701 5 L 302,534,701
Special education 126,010 (126,010)
Vocational education 231,411 {231,411}
Other instruction 166,980 166,979 (1)
Total instruction 3,059,102 166,979 (2,892,123)
Support services
Pupil services 329,197 (329,197}
General admin. services 295,400 (295,400)
School admin. services 288,218 (288,218)
Business services 116, 646 (116, 646)
Operation & maint. of plant 1,129,869 (1,129,869)
Pupil transportation services 385,923 200,193 (185,730)
Interest on long-term debt 37,264 {37,264)
Food services outlays 299,500 146,510 83,181 (69,809)
Extracurricular 251,200 (251,200)
Total support services 35133217 146,510 283,374 {2 T03,.333)

Total governmental activities 56,192,319 5146,510 5450,353 5(5,595,456)

General Revenues

Taxes:
Taxes levied for general purposes 1,348,720
Taxes levied for building 321,987
State aid not restricted for specific purposes
Per pupil aid 3,623,787
Gain on sales of Capital Assets 0
Interest income 12,112
Miscellaneous 171,487
Total general revenues 5 5,478,073
Changes in net position $ {117,383)
Net position - July 1 5 2,484,039
Net position - June 30 S 2,366,656

See the accompanying notes to the basic financial statements.
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OAKES PUBLIC SCHOOL DISTRICT NO. 41
STATEMENT OF ACTIVITIES
FCF. THE YEAR ENDED JUNE 30, 2018

Net (Expense) Revenue
and Changes
In Net Position
Charges Operating

For Grants/ Governmental
Functions/Programs Expenses Service Contributions Activities
Governmental Activities:
Instruction:
Regular 52,612,599 35 5 5(2,612,5929)
Special educatiocon 142,642 (142,642)
Vocational education 182,159 15,707 (166,452)
Orther instruction 135,715 176,850 41,075
Total instruction 3,073,175 192,557 (2,880,618)
Support services
Pupil services 454,890 (454, 890)
General admin. services 281,830 (281, 830)
School admin. services 268,162 {268,162)
Business services 111,539 {111,539)
Operation & maint. of plant 961,682 (961, 6B2)
Pupil transportation services 340,691 170,877 {(169,814)
Interest & fees on
long-term debt 39,102 (39,102)
Food services outlays 290,154 144,121 88,954 {57,079)
Extracurricular 260,313 {260,313)
Total support services 3,008,363 144,121 259,831 (2,604,411}

Total governmental activities $6,081,538 $144,121 $452,388 $(5,485,029)

General Revenues

Taxes:
Taxes levied for general purposes 1,298,651
Taxes levied for building 365,549
State aid not restricted for specific purposes
Per pupil aid 3,649,102
Gain on sales of Capital Assets Q
Interest income 7,447
Miscellaneous 142,367
Total general revenues 5,467,116
Changes in net position (17,913)
Net position - July 1 2,462,274
Prior Period Adjustment 39,678
Net Position - July 1, as restated 2,501,952
Net position - June 30 5 2,484,039

See the accompanying notes to the basic financial statements.
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OAKES FPUBLIC SCHOOL DISTRICT MO. 41
BALANCE SHEET
GOVERMMENTAL FUNDS
AS OF JUNE 30, 20195
Major Funds
Total
Govern-
General Special Capital Debt mental
Fund Fevenue Froiects Funds Funds
ASSETS:
Cash S 992,516 S5233,656 35152,647 S 0 51,378,819
Receivables:
Taxes Beceivable Bg, 077 24,419 0 112,496
Intergovernmental 174 261 0 174,261
TOTAL ASSETS $1,254,854 5233,656 S5177,0866 5 0 51,665,576
LIABRILITIES, DEFERRED
INFLOWS OF RESOURCES
AND FUND BALANCES:
Liabkilities

Boocounts payable S (€ - 5 s 5 0

Health Insurance payable 55,031 S

Salaries & benefits payables 2,374 2,434 4,B08B
Deferred Inflows of

Besources

Uncollected taxes B8, 077 24,419 0 112,496
TOTAL LIABILITIES AND

DEFEREEED INFLOW OF

RESOURCES 145,482 2,434 24,419 a 172,335
Fund Balances:

Restricted:

Restricted for debt service 0 0

Bestricted for capital projescts 152, 647 152,647
Aszszigned:

Special Revenue 231,222 231,222
Unassigned 1,109,372 1,109,372
TOTAL FUND BALANCES 1,100,372 23Y,222 152,647 0 1,493,241
TOTAL LIABILITIES, DEFERRED

INFLOWS OF RESQURCES

AND FUMD BALANCES 1,254, 854 5233, 656 5177,066 35 g 31,665,576

See the accompanying notes to the basic financial statements.
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OAKES PUBLIC SCHOOCOL DISTREICT MO, 41
BALANCE SHEET
GOVERNMENTAL FUNDS
AS OF JUNE 30, 2018
Maior Funds
Total
Govern-—
General Special Capital Debt mental
Fund Eevenue Projects Funds Funds
ASSETS:
Cash 51,068,379 $229,952 5229,202 5 . 51,527, 533
Receivables:
Taxes Receivable 75,706 21,042 96, 748
Intergovernmental 135776 135, 776
TOTAL ASSETS $1,279,861 3$229,952 5250,244 3 0 51,760,057
LIABRILITIES, DEFERRED
INFLOWS OF RESOURCES
AND FUND BALANCES:
Liabilities

Rccounts payable 5 0 3 $ S S 0

Health Insurance payable 60, 685 60, 685

Salaries & benefits payables 18,257 18,257
Deferred Inflows of Resources

Uncollected taxes 75,706 21,042 g, 748
TOTAL LIABILITIES AND

DEFERRED INFLOWS OF

RESOQOURCES 154, 648 21,042 175,690
Fund Balances:

Festricted: E

Restricted for debt service 0 0

Restricted for capital projects 229,202 229,202
Assigned:

Special Revenus 229,952 229,952
Unassigned 1125, 3233 1,125 213
TOTAL FUND BALAMNCES 1,125,213 229,952 229,202 0 1,584, 367
TOTAL LIABILITIES, DEFERRED

INFLOWS OF RESOURCES AND

FUND BALANCES §1,279,861 $229, 952 5250 244 3 Q0 51,760,057

See the accompanying notes to the basic financial statements.
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COAKES FPUBLIC SCHOCL DISTRICT NC. 41
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO DISTRICT-WIDE STATEMENT OF NET POSITION
45 OF JUNWE 30, 2019

Toetal fund balance-governmental funds $1,493,241

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

Capital assets used in govermmental activities
are not financial resocurces and therefore are
not reported as assets in governmental funds.

Cost 59,824,637
Accumulated Depreciation {3,214,182)
Net Capital Assets 6,610,455

Property taxes receivable will be collected after

year-end, but are not available scon enough to pay for

the current period’s expenditures and therefore are

reported as deferred revenues in the funds 112,498

Deferred outflows and inflows of resources related
to pensions & OPEB are applicable to future pericds and,
therefore, are not reported in the governmental funds.

Deferred Outflows Related to Pensions & OPER 1,005,629
Deferred Inflows ERelated to Pensions & OPER {475,138)
© 530,491

Long term liabilities are not due and payable in the
current period and therefore not reported as liabilities
in the funds. Long-term liabilities consisted of the
following:

Long Term Debt (1,301,539

Net Pension & OPEB Liability (5,078,488)
(6,380,027}
Total net position-governmental activities 32,366,656

See the accompanying notes to the basic financial statements.
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OARKES PUBLIC SCHCOL DISTRICT NO. 41
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TCO DISTRICT-WIDE STATEMENT OF NET POSITION
AS OF JUHME 30, 2018

Total fund balance-governmental funds £ 1,584,367

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

Capital assets used in governmental activities
are not financial resources and therefore are
not reported as assets in governmental funds.

Cost 59,626,307
Accumulated Depreciation (2,947,314}
Net Capital Assets 6,678,993

Property taxes receivable will be collected after

year-end, but are not available soon enough to pay

for the current period’'s expenditures and therefore

are reported as deferred revenues in the funds. %96,748

Deferred ocutflows and inflows of resources related
tc pensions & OPEB are applicable to future perieds and,
therefore, are not reported in the governmental funds.

Deferred Outflows Related to Pensions & OPER 1,141,835
Deferred Inflows Related to Pensions & OFPEB (362,185)
779,650

Long term liabilities are not due and payable in the
current period and therefore not reported as liabilities
in the funds. Long-term liabilities consisted of the
following:

Long Term Debt (1,489,074)

Net Pension & OPEB liability (5,166,645)
(6,655,719)
Total net position-governmental activities s 2,484,039

See the accompanying notes to the basic financial statements.
13




STATEMENT
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GOVERNMENTAL FUNDS

SCHOOL BISTRICT NO.

OF REVENUES, EXPENDITURES AND CHANGES IN FUNMD BALANCE

41

FOR THE YEAR ENDED JUNE 30, 2019
Major Funds
Total
Govern-
General Special Capital Dabt mental
Fevenues: Fund Bevenus Projects Funds Funds
Local sources 51,481,286 5146,510 101,775 5220,192 51,549,743
State sources 3,823,980 3,391 3,827,371
Federal sources 166,979 T8, T80 246,769
Other sources 51,053 0 4] Q 51,053
Total Revenues TR i T 229,691 101,775 220,182 6,074,936
Expenditures:
Current
Instruction:
Regular 2:325,.624 0 (W] § 2,325,624
Special education 126,010 126,010
Vocational education 231,411 231,411
Other instruction 166,980 166, 980
Total Instruction 2,850,025 0 0 0 2,850,025
Supporf Services:
General admin. services 295,400 295,400
Operations & maintenance T46, 300 178,330 0 924, 630
Fupil transportation 347,671 347,671
School admin. services 288,218 268,218
Business services 116,646 116, 646
Fupil services 329,197 329,197
Extracurricular 251,200 251,200
Food services cutlay 299,500 299,500
Debt Service
Principal retirement 77,9749 185,000 262,979
Interest on long-term
debt 2,072 35,1592 37,264
Capital ocutlay 265 087 0 4] 0 265,087
Total Support Services 2,718,770 299,500 178,330 220,192 3,417,792
Total Expenditures 5,560,795 299, 500 178,330 220,192 6,267,817
Excess (deficiency) of
Revenuss over {under)
Expenditures (46,517} (69,809 [(76,555) 0 [192,881)
OTHER FINANCIAL SOURCES (USES)
Transfer from other fund 26,010 71,079 0] 97,0849
Proceeds of capital lease 75,445 75,445
Sale of Asset 300 300
Transfer to other funds T71,079) o] 0 [71,079)
TOTAL OTHEER FIMANCIAL
SOURCES (USES) 30,876 71,079 0 4] 101,755
Net change in fund balance (16,841} 1,270 i76,5585) ] {31,1Z26])
FUND BALANCE
Beginning of year oAb a5 229,952 229,202 4! 1,584, 367
End of year Z EZEQEETE 5231227 5152, 647 e - 0 glEQQEEZQL
See the accompanying notes to the basic financial statements.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALRMNCE

Revenues:
Local sources
State sources
Federal sources
Other sources

QAKES PUBLIC SCHOOL DISTRICT HO. 41

GOVERMMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2018

Major Funds

Total
Govern-

General Special Capital Debt mental

Fund Fevenus Frojects Funds Funds
51,371,781 5144,121 5 145,446 5 224,102 5 1,885,370
3,835,686 12,480 3,848,166
176,851 76,474 253,325
16, 764 Q 4] 0 76,764

Total Revenues 5,461,002 233,075 145,446 224,102 B, 063,625
Expenditures:
Current
Instruction:
Regular 2,331,974 (§] 0] Q 2,331,974
Special education 142, 642 142,642
Vocational education 182,159 182,159
Other instruction 135,775 135, 775
Total Instruction 2,792, 550 0 0 0] 2,792,550
Support Services:
General admin. services 281,830 281,830
Operations & maintenance 756,444 o 156,444
Pupil transportation 298,415 298,415
School admin. services 268,162 268,162
Business services 111,.53% 111,539
Pupil services 454,890 454,890
Extracurricular 260,313 260,313
Food services cutlay 290,154 290,154
Debt Service
Principal retirement 53,395 185,000 238,595
Interest and other charges 39,102 39,102
Capital cutlay 401,714 g 0 0 401,714
Total Support Services 2,886,902 290,154 4] 224,102 3,401,158
Total Expenditures 79,452 290,154 4] 224,102 6,193, 7048
Excess (deficiency) of
Revenues over [(under)
Expenditures {21B,450) (57,079) 145,446 0 (130,083
QOTHER FIMNANCIAL SOURCES (USES)
Transfer from other fund 26,933 57,079 0 84,012
Proceeds of capital lease 157,609 157,669
Transfer to other funds (57,079} 0 0 (57, 079)
TOTAL OTHER FIMNANCIAL
SOURCES (USES) 127;523 57,079 0 4] 184,602
Net change in fund balance (90, 0827) 9] 146,446 9] 54,519
FUND BALANCE
Beginning of year 1,216,140 229,952 B3, 756 0 1,520, 848
End of year 51,325,213 $5229,952 5 229,202 ] 1] $ 1,584, 367

See the

accompanying notes to the basic financial statements.
15
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QAKES  PUBLIC SCHOOL DISTRICT HO. 41
RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF
EEVENUES, EXFENDITURES, AND CHANGES IN FUND BALAMCE WITH
THE DISTRICT-WIDE STATEMENTS OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2019
Net change in fund balance-total governmental funds $ {91,126)
The change in net position reported for governmental

activities in the statement of net activities is
different because:

Governmental funds report capital ocutlays as
expenditures. However, in the statement of actiwvities,
the cost of these assets is allocated over their
estimated useful lives as depreciation expense.

In the current periecd, these amounkts are:

Capital outlay 5 265,086
Depreciation expense (332,637)

=2}

|
Ln
Lh
s

Current year long-term debt principal payments reported

as expenditures in the governmental fund financial

statements are shown as reductions in debt in the

government-wide financial statements. 262, 380

Some revenues will not be collected for several menths

after the District’s fiscal year end. These revenues are

not considered “available” revenues in the government

funds. This consists of the increase in Taxes Receiwvable. 15,748

The net effect of sales transactions involwing
capital assets (987}

The Net Pension & OFEB Liability, and related deferred
outflows of resources and deferred inflows of resources
are reported in the government wide statements; however,
activity related to these pension items do not involwve
current financial resources, and are not reported in the
funds.

Decrease I1n Net Pension & OPEB Liability 88,
Decrease in deferred outflows of resources
related to Pensions and QOFEB {136,206)
Increase in deferred inflows of resources
related to Pensions and OFEB {112,953)
(161,002)

Capital lease procesds provide current financing resources

te governmental funds, but issuing debt increases long

term assets in the statement of Net Assets. Froceeds from

the issuance of debt are deducted from fund balance. (75,445)

Net change in net position of governmental activities $ [117,383)

S5ee the accompanying notes to the basic financial statements.
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CAEKES PUBLIC SCHOOL DISTRICT NO. 41
RECONCILIATION OF GOVERNMENTAL FUNDSE STATEMENT OF
REVENUES, EXFENDITURES, AND CHANGES IN FUND BALANCE WITH
THE DISTRICT-WIDE STATEMENTE OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2018

Het change in fund balance-total governmental funds 5 54,5149

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

Governmental funds report capital outlays as
expenditures. Howewver, in the statement of activities,
the cost of these assets 1s allocated over theilr
estimated useful lives as depreciation expense.
In the current period, these amounts are:

Capital cutlay 5 401,714

Depreciation expenss {307, 309)

94,405

Gain on the sale or disposal of capital assets reported
in fund statements, but not reported in the Statement
of Activities. 0

Current year long-term debt principal payments reported

as expenditures in the governmental fund financial

statements are shown as reductions in debt in the

government-wide financial statements. 238,595

Some revenues will not be collected for several months

after the District’'s fiscal year end. These revenues are

not considered “available” revenues in the government funds.

This consists of the increase in Taxes Receivable taxes. " 15,696

Capital lease proceeds provide current financing rescources

to governmental funds, but issuing debt increases long

term assets in the Statement of Net Assets. Proceeds from

the issuance of debt are deducted from fund balance, {

-]

57,669)

et

The net effect of sales transactions involving
capital assets. 0

The Net Pension & OPEB Liability, and related deferred
putflows of resources and deferred inflows of resources are
reported in the government wide statements; however, activity
related to these pension items do not invelve current
financial resources, and are not reported in the funds.
Increase in Net Pension & OPEBR Liakility (27,100)
Decrease in deferred outflows of resources
related to Pensions and OPEB (109,542)
Increase in deferred inflows of resources
related to Pensions and OFEB (B7,139) (223,781}

Some expenses reported in the statement of activities

de not reguire the use of current financial resocurces

and therefore, are not reported as expenditures in the

governmental funds pension expense (39,678)

Net change in net position of governmental activities ) (17,913}
See the accompanying notes to the basic financial statements.
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OAKES PUBLIC SCHOCL DISTRICT WO. 41
STATEMENT OF ASSETS AND LIABILITIES
FIDUCIARY FUNDS
A5 OF JUNE 30, 2019

Agency
ASSETS:
Cash and cash eguivalents $137,0358
Total RBssets 5137, 035
LIABILITIES:
Due to students $137,035
Total Liabilities $137,035

See the accompanying notes to the basic financial statements.
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ORAKES PUBLIC SCHOOL DISTRICT NO. 41
STATEMENT OF ASSETS AND LIAEBILITIES
FIDUCIARY FUNDS
A5 OF JUNE 30, 2018

Agency
ASSETS:
Cash and cash eguivalents S128,779
Total Assets S128,779
LIABILITIES:
Due to students 5128,779
Total Liabilities S128,779

See the accompanying notes to the basic financial statements.
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OAKES PUBLIC SCHOOL DISTRICT NO. 41
HOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Cakes Public School District No. 41, Oakes, HND,
{hereafter referred to as the ™S5chool District”) have been prepared in
conformity with accounting principles generally accepted in the United States
of America (GAAP) as applied to government units. The Governmental Accounting
Standards Board (GASB) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The School
District’s more significant accounting policies are described below.

A. Reporting Entity

The accompanying financial statements present the activities of the School
District. The School District has considered all peotential component units for
which the School District is financially accountable and other organizations
for which the nature and significance of their relationships with the School
District such that exclusion would cause the School District’s financial
statements to be misleading or incomplete. The Governmental Accounting
Standards Board has set forth criteria to be considered in determining
financial accountability. This criteria includes appointing a voting majority
of an organization’s governing body and (1) the ability of the S5chool District
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 the School District.

Based on these criteria, there are no component units to be irncluded with the
Oakes Public School District No. 41 reporting entity.

B. Basis of Presentation, Basis of Accounting

Government-wide Statements - The government-wide statements consist of a
statement of net position and a statement of activities. These statements
display information about the School District of the overall government, except
for fiduciary activities. Eliminations have been made to minimize the double
counting of internal activities. Governmental activities generally are financed
through taxes, intergovernmental revenues, and other non restricted
transactions.

The statement of activities presents a comparison between direct expenses and
program rewvenues for each function of the School District’s governmental
activities. Direct expenses are those that are specifically associated with a
program or function and therefore are clearly identifiable to a particular
function. Program revenues include (a) fees and charges paid by the recipients
of goods or services offered by the programs and (b) grants and contributicns
that are restricted to meeting the operational or capital requirements of a
particular program. Revenues which are not classified as program revenues,
including all taxes, interest and non-restricted grants and contributions, are
presented as general revenues.
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GAKES PUBLIC SCHOOL DISTRICT NO. 41
NOTES TO BASIC FINANCIAL STATEMENTS
Page 2

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CON'T)

Fund Financial Statements - The fund financial statements provide information
about the School District's funds including its fiduciary funds. Separate
statements for each fund category-governmental and fiduciary-are presented. The
emphasis of fund financial statements is on major govermmental funds, each
displayed in a separate column. All remaining governmental funds are aggregated
and reported as nonmajor funds.

The School District reports the following major governmental funds:

General Fund - This fund should be used to account for and report all financial
resources of the general government, except those required to be accounted for
in another fund.

Special Revenue Fund - This fund is used to account for and report the proceeds
of specific revenue sources that are restricted or committed to expenditures
for specified purposes other than debt service or capital projects. In these
statements.

Capital Projects - This fund is used to account for and report financial
resources that are restricted, committed, or assigned to expenditures for
capital outlays, including the acguisition or construction of capital
facilities and other capital assets. Capital projects funds exclude those types
of capital related outflows financed by proprietary funds or for assets that
will be held in trust for individuals, private organizations or other
governments. The capital projects fund is also called the building fund, which
is a major fund.

Debt Service Fund - This fund is used to account for and report financial
resources that are restricted, committed, or assigned to expenditure for
principal and interest. Debt service funds should be used to report resources
if legally mandated. Financial resources that are being accumulated for
principal and interest maturing in future years, also should be reported in
debt service funds.

The School District reports the following fund type:

FIDUCIARY FUNDS
The reporting focus of fiduciary funds is on net position and changes in net
position. The District’s only fiduciary fund is an agency fund.

Agency Fund - The agency fund is custodial in nature as an agent on behalf of
others and doces not involve measurement of results of operations. The
District’s agency fund consists of the Student Activity Fund, which accounts
for the financial transactions related to the student’s activity programs.
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OAKES PUBLIC SCHOOL DISTRICT NO. 41
NOTES TO BASIC FINANCIAL STATEMENTS
Page 3

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CON'T)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-wide and Fiduciary Fund Financial Statements. The government-wide
and fiduciary fund financial statements are reported using the economic
resources measurement focus. The government-wide financial statements are
reported using the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded at the time liagbilities are incurred,
regardless of when the related cash flows take place. HNon-exchange
transactions, in which the School District gives (or receives) value without
directly receiving (or giving) equal value in exchange, include property taxes,
grants, entitlements, and donations. On an accrual basis, revenue from property
taxes is recognized in the fiscal year for which the taxes are levied. Revenue
from grants, entitlements, and donations 15 recegnized in the fiscal year in
which all eligibility requirements have been satisfied.

Governmental Fund Financial Statements. Governmental funds are reported using
the current financial resources measurement focus and the modified accrual
basis of accounting. Under this method, revenues are recognized when measurable
and available. The School District considers all revenues reported in the
governmental funds to be available if the revenues are collected within sixty
days after year-end. All revenues are considered to be susceptible to accrual.
Expenditures are recorded when the related fund liability is incurred, except
for principal and interest on general long-term debt, claims and judgments, and
compensated absences, which are recognized as expenditures to the extent they
have matured. General capital asset acquisitions are reported as expenditures
in governmental funds. When applicable, proceeds of long-term debt and
acquisitions under capital leases are reported as other financing sources.

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, and then by general revenues.

When both restricted and unrestricted rescurces are avallable for use, 1t 1is
the School District’s policy to use restricted resources first, then
unrestricted resources, as they are needed.

D. Cash

Cash includes amounts in demand deposits, money market accounts, and highly
liquid short-term investments with original maturities of three months or less.
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OAKES PUBLIC SCHOOL DISTRICT NO. 41

NOTES TO BASIC FINANCIAL STATEMENTS

Page 4

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CON'T)

E. Capital Assets

Capital assets, which include property, plant and equipment, are reported in
the governmental activities column in the government-wide financial statements.
Capital assets are defined by the School District as assets with an initial,
individual cost of 55,000 or more. Such assets are recorded as cost or
estimated historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation. The costs
of normal maintenance and repairs that do not add to the value of the asset or
extend assets lives are not capitalized. Major outlays for capital assets and
improvements are capitalized as projects are constructed. Interest incurred
during the construction phase os capital assets is not capitalized.

Capital assets are depreciated using the straight-line method of the following
estimated useful lives:

Bsset Class Useful Life
Land Indefinite
Buildings 40
Improvemants 20
Vehicles 5-7
Equipment/Furniture 10
Computers and Office Equipment 5

F. Compensated Absences

Oakes Public School District No. 41 offer sick leave, emergerncy leave, personal
leave, maternity leave, professional leave, jury duty and sabbatical leave to
some or all classes of employees in varying degrees. For certified staff sick
leave can accumulate to 90 days. It can be paid out at $5 per day for every day
of sick leave not used. For noncertified staff vacation leave is for 12 month
employees. It can accumulate to 30 days. Reasonable estimation fo the resulting
liability cannot be met, and there is no accrual made for compensated absences.
In any circumstances, the resulting liability is considered immaterial.

G. Long-Term Cbligations

In the government-wide financial statements, long term debt and other long-term
obligations, are reported in the governmental activities statement of net
position. Bond premiums, discounts and issuance costs, when applicable are
recognized in the current period since the amounts are not material.
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OAKES PUBLIC SCHOOL DISTRICT NO. 41

NOTES TO BASIC FINANCIAL STATEMENTS

Fage 5

NHOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CON'T)

G. Long-Term Obligations (con’t})

In the fund financial statements, governmental fund types recognize bond
premiums, discounts and issuance costs in the current pericd. The face amount
of the debt is reported as other financing sources. Premiums received on debt
issuances are reported as other financing sources while discounts on debt
issuances are reported as other financing uses. Issuance costs are reported as
debt service expenditures.

H. Pensions

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

I. Othar Post- 1 nt Benefits (OPEB

For purposes of measuring the net OPEBE liability, deferred outflows of
resources and deferred inflows of rescurces related to OPEB, and OPEE expense,
information about the fiduciary net position of the North Dakota Public
Employees Retirement System (NDPERS) and additions to/deductions from NDPERS’
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 benefit terms. Investments are reported at
fair wvalue.

J. Fund Balances

Fund Balance Spending Policy

It is the policy of the School District to spend restricted resources first,
followed by unrestricted resources. It is also the policy of the S5chool
District to spend unrestricted resources of funds in the following order:
committed, assigned and then unassigned.
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QAKES PUBLIC SCHOOL DISTRICT NG, 41
NOTES TO BASIC FINANCIAL STATEMENTS
Fage &

HOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CON'T)

Minimum Fund Policy

The Oakes Public School District budget committee established a minimum of 20%
general fund carryover balance target several years ago to help with financial
stability. The minimum 20% fund balance carryover is a part of the budget
recommendation adopted by the School District’s Board of Directors each fiscal
year. This level provides sufficient unassigned resources to avoid short-term
cash flow borreowing for the district.

Restricted Fund Balances

Restricted fund balances are shown by primary function on the balance sheet.
Restricted fund balances are restricted by enabling legislation (primarily
state law for tax levies) and by outside 3% parties (State & Federal

governments for various grants & reimbursements).

Unassigned Fund Balances

Unassigned fund balances are reported in the general fund.

K. Net Position

Net investment in capital assets is reported for capital assets less
accunulated depreciation and any related debt issued teo finance/construct them,
The resources needed to repay this related debt must be provided from other
sources, since capital assets are not used to liguidate these liabilities.
These assets are not available for future spending.

Restrictions of net position are due to restricted tax levies and bond
indenture requirements for our capital projects/debt service.

Unrestricted net position is primarily unrestricted amounts related to the
general fund, and negative net position. Unrestricted net position is available
to meet the district’s ongoing obligations.

When both restricted and unrestricted rescurces are available for use, it is
the School District’s policy to use restricted resources first, then
unrestricted rescources as they are neeaded,

L. 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.
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CAKES PUBLIC SCHOOL DISTRICT NO. 41

NOTES TO BASIC FINANCIAL STATEMENTS

Page 7

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CON'T)

L. Interfund Transactions (con’t)

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

NOTE 2: DEPOSITS AND INVESTMENTS

In accordance with North Dakota Statutes, the Oakes Public School District
maintains deposits at the depository banks designated by the governing board.
211 depositories are members of the Federal Reserve System.

Deposits must either be deposited with the Bank of North Dakota or in other
financial institution situated and doing business within the state. Deposits,
other than with the Bank of North Dakota, must be fully insured or bonded. In
lieu of a bond, a financial institution may provide a pledge of securities
equal to 110% of the deposits not covered by insurance or bonds.

Buthorized collateral includes bills, notes, or bonds issued by the United
States government, its agencies or instrumentalities, all bonds and notes
guaranteed by the United States government, Federal land bank bonds, bonds
notes, warrants, certificates of indebtedness, insured certificates of deposit,
shares of investment companies registered under the Investment Companies Act
of 1940, and all other forms of securities issued by the State of North Dakota,
its board, agencies or instrumentalities or by any county, city, township,
school district, park district, or other political subdivision of the state of
North Dakota. Whether payable from special revenues or supported by the full
faith and credit of the issuing body and bonds issued by any other state of the
United States or such other securities approved by the banking beoard.

The following is a summary of the cash balances at June 30, 2019:

Balance per Balance per
Bank In Transit District
CHECKING ACCOUNTS Records Items Records
Starion Bank Qakes, ND
Public fund 5 146,265 5(384,091) 5 (237,8286)
Petty cash 1, 580 0 1,580
Total checking accounts 3 147,845 $(384,091) S 1236,2486)
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NOTES TO BASIC FINANCIAL STATEMENTS
Page 38

HOTE 2: DEPOSITES AND INVESTMENTS (CON'T)

CERTIFICATES OF DEPOSIT AND SAVINGS ACCOUNTS Eate Amount
Starion Bank Qakes, ND
Savings L07% s 21,249
First Community Credit Union Oakes, ND
Savings .08% 45, 364
BankNorth Oakes, ND
Money Market 1.31% 1,685,487
Total Certificates of deposit and savings accounts 1,752,100
Total Cash 51,515,854
Cash consists of:
General Fund 5 992,516
Special Reserve Fund 233,656
Capital Projects Fund 152,647
Debt Service Fund 0
Activity Fund 137,035
Total 1,515,854

The feollowing is a summary of the cash balances at June 30, 2018:

Balance per Balance per
Bank In Transit District
CHECKING ACCQUNTS Records Items Records
Starion Bank Oakes, ND
Public fund 5 61,672 S(266,158) : § (204,486)
Petty cash 1,580 0 1,580
Total checking accounts ] 63,252 5({266,158) $ (202,90a)
CERTIFICATES OF DEPOSIT AND SAVINGS ACCOUNTS Rate Amount
Starion Bank Qakes, ND
Savings .24% $ 579,029
First Community Credit Union Oakes, ND
Savings .06% 576,617
BankNorth Oakes, ND
Money Market .36% 703,572
Total Certificates of deposit and savings accounts 1,859,218
Total Cash £1,656,312
Cash consists of:
General Fund 51,068,379
Special Reserwve Fund 229,952
Capital Projects Fund 229,202
Debt Service Fund 0
Activity Fund 128,779
Total 51,656,312
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CAKES PUBLIC SCHOOQL DISTRICT NO. 41
NOTES TO BASIC FINANCIAL STATEMENTS
Page 9

NOTE 2: DEPOSITS AND INVESTMENTS (CON'T)

Pledge of Securities by Depository - The amount of money on deposit at Starion
Bank, Oakes, ND on June 30, 2019 was $167,514. On June 30, 2019% the amount of
securities Starion Bank, ©Oakes, ND had pledged as collateral along with
insurance coverage for the deposits was $51,250,000. All deposits are Category
1 with deposits insured or registered in the name of the District, or
securities held by the District or its agent in its’ name.

The amount of money on deposit at Starion Bank, Oakes, ND on June 30, 2018 was
$640,701. On June 30, 2018 the amount of securities Starion Bank, CQakes, ND had
pledged as collateral along with insurance coverage for the deposits was
$1,250,000,

The amount of money on deposit at BankNorth, Oakes, ND on June 30, 2019 was
51,685,487, On June 30, 2019 the amount of securities BankWorth, Oakes, ND had
pledged as collateral along with insurance coverage for the deposits was
52,100,000.

The amount of money on deposit at BankNorth, Oakes, ND on June 30, 2018 was
$703,572. On June 30, 2018 the amount of securities BankNorth, 0Oakes, ND had
pledged as collateral along with insurance coverage for the deposits was
$1,000,000.

The amount of money on deposit at First Community Credit Union, Oakes, ND on
June 30, 2019 and 2018 was $45,3¢64 and $576,617 respectively. On June 30, 20198
and 2018 the amount of securities First Community Credit Union, Oakes, ND had
pledged as collateral along with insurance coverage for the deposits was
5250,000 and 51,510,069 respectively.

Credit Risk - Credit Risk is the risk that an issuer or other counter-party to
an investment will not fulfill its obligations. State statutes authorize the
District to invest in (a) Bonds, treasury bills and notes, or other securities
that are a direct obligation of, or an obligation insured or guaranteed by, the
treasury of the United 35tates, or 1ts agencles, instrumentalities, or
organizations created by an act of Congress; (b) B8Securities 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; © Certificates of deposit fully insured by the federal deposit insurance
corporation; (d) Obligations of the state.

Interest Rate Risk is the risk that changes in interest rates will adversely
affect the fair wvalue of an investment. Certificates of depesit may not be
purchased with maturities greater than 365 days from date of purchase.

Concentration of Credit Risk - The School District does not have a limit on the
amount it may invest in any one issuer,
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OAKES PUBLIC SCHOOL DISTRICT NO. 41
NOTES TO BASIC FINANCIAL STATEMENTS
Page 10

HNOTE 3: FAIR VALUE OF FINANCIAL INSTRUMENTS

In acceordance with GASB Statement No. 72, assets, deferred outflows of
resources, liabilities and deferred inflows of resources are grouped at fair
value in three levels, based on the markets in which the assets and liabilities
are traded and the reliability of the assumptions used to determine fair value.
These levels are:

Level 1: Valuation is based upon guoted prices in active markets for identical
assets or liabilities that the reporting entity has the ability to access at
the measurement date.

Level 2: WValuation 1is based upon guoted prices for similar assets or
liabilities in active markets, gquoted prices for identical or similar assets
or liabilitilies in markets that are not active, and model-based wvaluation
techniques for which all significant assumptions are cbhservable in the market.

Level 3: WValuation 1is generated from model-based techniques that use
significant assumptions not cobservable in the market. These unobservable
assumptions reflect our own estimates of assumptions that market participants
would use in pricing the asset or liability. Valuation technigues include use
of option pricing models, discounted cash flow models and similar techniques.

NOTE 4: PROPERTY TAXES AND TAXES RECEIVAELE

FProperty taxes are levied as of January 1. The property taxes attach as an
enforceable lien on property on January 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 October 15. A 5% discount on property taxes is allowed
1f all taxes and special assessments are paid by February 15. After the due
dates, the bill becomes delinguent and penalties are assessed.

Property Tax Receivable June 30, 2019 June 30, 2018
General Fund S 8B,077 S 75,706
Building Fund 24,419 21,042

Total Property Tax Receiwvable $112,496 ¢ 56,748
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CAKES PUBLIC SCHOOL DISTRICT NO. 41
NOTES TO BASIC FINANCIAL STATEMENTS
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NOTE 5: INTERGOVERNMENTAL RECEIVAEBLE

Intergovernmental Receivable June 30, 2019 June 30, 2018
General Fund
Title Funding $146,208 $135,776
Sheyenne Valley 28,053
Total Due From Other Governments 5174,261 $135,776

NOTE 6&: CAPITAL ASSETS

Capital asset activity for the fiscal years ended June 30, 2019 and 2018 was
as follows:

Balance Balance
July 1, June 30,
2017 Bdditions Deletions 2018
Governmental Activities
Capital assets 59,236,593 S5 401,714 S5 12,000 59,626,307
Less Accumulated Depreciation
Capital assets 2,852,005 307,309 12,000 2,947,314
Net Capital Assets for
Governmental Activities 56,584,588 $ 94,405 § 0 56,678,993
Balance Balance
July 1, June 30,
2018 Additions Deletions 2019
Governmental Activities
Capital assets 59,626,307 S5 265,086 5 €6,.,756 59,824,637
Less Accumulated Depreciation
Capital assets 2,947,314 332,637 65,769 3,214,182
Net Capital Assets for
Governmental Activities 56,678,993 5 (67,551) § 387 36,610,455

In the governmental activities section of the statement of activities,
depreciation and amortization were charged to expense in the following

governmental functions:
June 30, 2019 June 30, 2018

Regular Instruction $ B9,146 $ 59,795
Operation & maint. of plant 205,238 205,238
Pupil transportation 38,252 42,276
Total $332,637 $307,309

NOTE 7: PAYABLES

Benefits payable and salaries payable consists of accruals for health
insurance, payroll and benefits for services received prior to June 30, 2019
and 2018. The balance of Health Insurance payable was $55,031 and 560,685
respectively. The balance of salaries and benefits payable was 54,808 and
518,257 respectively.
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NOTE 8: LONG TERM DEET OBLIGATIONS ACTIVITY

The following is a summary of debt transactions of the District for the years

ended June 30, 2019 and 2018.

Changes in Long-Term Liabilities

Net
Pension Bonds Bonds Capital Total
Liability of 2015 of 2014 Leases Debt
Balance,

July 1, 2017 85,139,545 5 925,000 5645, 000 3 0 56,709,545
Debt retired 0 {95,000) {90,000) (53, 595) (238,595)
Debt i1ssued 27,100 157,669 184,769
Bazlance,

June 30, 2018 5,166,645 830,000 555,000 104,074 6,655,719
Debt issued 75,445 75,445
Cebt retired (88,157 (95,000} (90,000} (77, 980] (351,137]
Balance,

June 30, 2019 5,078,488 735,000 465,000 103 ;539 6,3 027
Due within

one year 5 0 5 100,000 5 90,000 5 76,413 5 266,413
Limited Tax Building Fund Bonds Series 2015
59595,000 Limited Tax Bonds are due in wvarying semi-annual
installments of $70,000 to $110,000 principal through
Aug. 1, 2025. Interest is 3.0%. These bonds were originally
issued to finance the new central offices. 5735,000
General Obligation School Building Refunding Bonds, Series 2014
$825,000 General Obligation Bonds are due in varying
semi-annual installments of $90,000 to $95,000 principal
through August 1, 2023. Interest is varying form .6% to
2.2%. These bonds were issued to call the Bonds of 2008
for early redemption. 5465,000
Capital Ieases
$136,376 Capital Lease for Macbook Airs. The lease is for
3 years at 1.99% interest rate. Last payment due in 2019. 45,453
521,293 Capital Lease for Macbook Airs. The lease is for
3 years at 1.99% interest rate. Last payment due in 2019. 7,097

575,445 Capital Lease for Ipads. The lease is for 3 vears
at 5.29% interest rate. Last payment due in 2020.

Total Capital Leases
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NOTE 8: LONG TERM DEET OBLIGATIONS ACTIVITY (CON'T)

Debt maturities for the bonds are as follows:

Bonds Payable Bonds Payable
Fiscal Year of 2014 of 2015 Capital Leases
Ending June 30 Interest Principal Interest Frincipal Interest Principal
2020 S 8,420 S 90,000 5 20,550 5100,000 S 3,637 S5 76,413
2021 6,920 90,000 17,550 100,000 1,329 25,1286
2022 5,130 95,000 14,475 105,000
2023 3,135 95,000 12,900 105,000
2024 1,045 85,000 8,750 105,000
2025 6,600 110,000
2026 3,300 110,000
Total 3 24,650 5465,000 $ 85,125 5735,000 5 4,966 5101,539

HOTE 9: RISK MANAGEMENT

The School District is exposed to various risks to loss relating to torts;
theft of, damage to, and destruction of assets; errors and omissions; lnjuries
to employees; and natural disasters.

In 1986, state agencies and political subdivisicons of the state of North Dakota
joined together to form the North Dakota Insurance Reserve Fund (NDIRF), a
public entity risk pool currently operating as a common risk management and
insurance program for the state and over 2,000 political subdivisions. The
School District pays an annual premium to NDIRF for its general liability,
auto, and inland marine coverage. The coverage by NDIRF is limited to losses
of 1,000,000 per occurrence.

The District also participates in the Horth Dakota Fire and Ternado Fund and
the State Bonding Fund. The District pays an annual premium to the Fire and
Tornado Fund to cover property damage to buildings and personal property.
Replacement cost coverage is provided by estimating replacement cost in
consultation with the Fire and Tornado Fund. The Fire and Tornado Fund is
reinsured by a third party insurance carrier for losses 1n excess of one
million dollars per occurrence during a 12 month period. The State Bonding Fund
currently provides the District with blanket fidelity bond coverage for its
employees. The State Bonding Fund dees not currently charge any premium for
this coverage.

The District participates in the North Dakota Workforce Safety and Insurance;
and purchases commercial insurance for employee health and accident insurance.

Settled claims resulting from these risks have not exceeded insurance coverage
in any of the past three years.
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NOTE 10: NDTFFR
Summary of Significant Accounting Policies

Pensions. For purposes of measuring the net pension liability, deferred
outflows of rescources and deferred inflows of rescurces related to pensions,
and pension expense, information about the fiduciary net position of the
Teachers’ Fund for Retirement (TFFR) and additions teo/deductions from TFFR's
fiduciary net position have been determined on the same basis as they are
reported by TFFR. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with
the benefit terms. Investments are reported at fair value.

General Information about the Pension Plan

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 1s 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 benefits 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 Governcr. 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 contributien rates.

Pension Benefits

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

A Tier 1 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 65, or the sum of age and years of service credits equals or
exceeds 85. TFFR permits early retirement from ages 55 to 64, with benefits
actuarially reduced by 6% per year for every year the member’s retirement age
is less than 65 years or the date 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 TFFE 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 option or level income with Social Security
benefits. Members may also qualify for benefits calculated under other
formulas.

Tier 1 Non-grandfathered

A 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 zervice
credit eguals or exceeds 90. TFFRE 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 Section 15-3%.1-10.
Monthly benefits under TFFR are equal te the three highest annual salaries
earned divided by 36 months and multiplied by 2.00% times the number of
service credits sarned. 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 option or level income with Social
Security benefits. Members may alsoc gqualify for benefits calculated under other
formulas.
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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 accumulated, the
member is no longer employed as a teacher and the member has reached age 653,
or has reached age &0 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.

Pensicn benefits paid by TFFE are determined by WNDCC 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 survivor annuity, ten or twenty-year term
certain annuity, partial lump-sum option or level income with Social Security
benefits. Members may also gualify 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 wvesting status prior to death. If a member’s death occurs after
retirement, the death benefit received by the beneficiary (if any) is based on
the retirement plan the member selected at retirement.

An active member is eligible to receive disability benefits when: {a) a total
disability lasting 12 months or more does not allow the continuation of
teaching, (b) the member has accumulated five years of credited service in
North Dakota, and © 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 consideration of
age and uses the member's actual years of credited service. There is no
actuarial reduction for reason of disability retirement.

Member and Empleoyer Contributions

Member and employer contributions paid to TFFR are set by NDCC Section 15-39.1-
09. Every eligible teacher in the State of North Dakeota is required to be a
member of TFFR and is assessed at a rate of 11.75% of salary as defined by NDCC
Section 15-39.1-04. Every governmental body employing a teacher must alsc pay
inte 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
ratic on an actuarial basis.
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& wvested member who terminates covered employment may elect a refund of
contributions paid plus 6% interest 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 to covered employment under certain circumstances, as defined by the
NDCC.

Pension Liabilities, Pension Expense, and Deferred Cutflows of Resources and
Deferred Inflows of Resources Related to Pensions

At June 30, 201% and 2018, the Employer reported a liability of $4,141,836 and
$4,115,312 for its proportionate share of the net pension liability. The net
pension liability was measured as of July 1, 2018 and 2017, and the total
pension liability used to calculate the net pension liability was determined
by an actuarial valuation as of that date. The Employer's proportion of the net
pension liability was based on the Employer’s share of covered payroll in the
pension plan relative to the covered payroll of all participating TFFR
employers. At July 1, 2018, the Employer’s proportion was .3107484 percent,
which was an increase of .01113176 from its proportion measured as of July 1,
2017.

For the vyears ended June 30, 2019 and 2018, the Employer recognized pension
expense of 5336,217 and 5346,659. At June 30, 2019 and 2018, the Employer
reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred Cutflows of Deferred Inflows of

Resocurces Resocurces
June 30, June 30, June 30, June 30,
2019 2018 2019 2018
Differences between expected
and actual experience 5 11,241 5 15,785 5112, 646 S
Changes of assumptions 228,187 293,324

Net difference between
projected and actual earnings
on pension plan investments 0 56,844 14,320 44,924
Changes in proportion and

differences between employer

contributions and proportionate

share of contributions 120,831 193,054 240,460
Employer contributions

subsequent to the

measurement date 253,582 269,343

Total 5 613,821 $635,296 $320,020 5285, 384
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$253,582 and $268,343 reported as deferred ocutflows of resources related to
pensions resulting from Employer ceontributicons subseguent to the measurement
date will be recognized as a reduction of the net pension liability in the
years ended June 30, 2020 and 2019.

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

follows:

Year ended June 30:

2020 5105, 668
2021 47,769
2022 (53,805)
2023 (51,413
2024 (15, 734)
Thersafter T 133

Actuarial assumptiocns. The total pension liability in the July 1, 2018
actuarial valuation was determined using the following actuarial assumptions,
applied to all periods included in the measurement:

Inflation 2.75%

Salary increases 4.25% to 14.5%, varying by service,
including inflation and productivity

Investment rate of return 7.75%, net of investment expenses

Cost-of-living adjustments None

For active and inactive members, mortality rates were based on the RP-2014
Employee Mortality Table, projected generaticonally using Scale MP-2014. For
healthy retirees, mortality rates were based on the EP-2014 Healthy Annuitant
Mortality Table set back one year, multiplied by 50% for ages under 75 and
grading up to 100% by age 80, projected generaticnally using Scale MP-2014. For
disable retirees, 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, 2018, funding actuarial wvaluation for TFFR.

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

. Investment return assumption lowered from 8% to 7.75%.
. Inflation assumption lowered from 3% to 2.75%.
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¥ Total salary scale rates lowered by 0.25% due to lower inflation.

. Added explicit administrative expense assumptlon, egual toc prior
year administrative expense plus inflation.

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

. Updated mortality assumption to the RP-2014 mortality tables with

generational improvement.

The long-term expected rate of return on pensien plan investments was
determined using a building-block methed 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 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
pension plan’s target asset allocation as of July 1, 2018 are summarized in the
following table:

Asset Class Target Allocation Long-Term Expected EReal
Rate of Return

Global Equities 58% €.7%

Global Fixed Income 23% 1.5%

Global Real Assets 18% -5.1%

Cash Eguivalents 1% 0.0%

Discount 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 equal to 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 tec fund the service costs
of future plan members and their beneficiaries, as well as projected
contributions from future plan members, are not 1included. Based on those
assumptions, the pension plan’s fiduciary net position was preojected 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 pension plan investments was applied to all pericds of projected benefit
payments to determine the total pension liability as of June 30, 2018.
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Sensitivity of the Employer’'s proportionate share of the net pension liability
tc changes in the discount rate. The following presents the Employer’s
proportionate share of the net pension liability calculated using the discount
rate of 7.75 percent, as well as what the Employer’s proportionate share of the
net pension liability would be if it were calculated using a discount rate that
is l-percentage-point lower (6.75 percent) or l-percentage-point higher (8.75
percent) than the current rate:
Current Discount

1% Decrease (6.75%) Rate (7.75%) 1% Increase (8.75%)
Employer’s
proporticonate share
of the net pensicon
liability $5,592,077 54,141,836 $2,935,187

Pension plan fiduciary net position. Detailed information about the pension
plan’s fiduciary net position is available in the separately issued TFFR
financial report. TFFR’S Comprehensive Annual Financial Report (CAFR) 1is
located at www.nd.gov/rio/sib/publications/Cafr/default.htm.

NOTE 11: NDPERS
Summary of Significant Accounting Policies

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 North
Dakota Public Employees Retirement System (NDPERS) and additions to/deductions
from NDPERS' fiduciary net position have been determined on the same basis as
they are reported by NDPERS. For this purpose, benefit payments (including
refunds of employee contributions) are recognized when due and pavable in
accordance with the benefit terms. Investments are reported at fair value.

General Infeormation about the Pension Plan
The following brief description of NDPERS is provided for general information

purpeoses only. Participants should refer to NDCC Chapter 54-52 for more
complete information.

NDPERS is a cost-sharing multiple-employver 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 contributicns and investment earnings of the plan.
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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 NDPERS system; and one 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 provision or policies with respect
to automatic and ad hoc post-retirement benefit increases. Member of the Main
System are entitled to unreduced monthly pension benefits beginning when the
sum of age and years of credited service equal or exceed B85 (Rule of 85), or
at normal retirement age (65). For members hired on or after January 1, 201é
the Rule of 85 will be replaced with the Rule of 90 with a minimum age of &0.
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 =lect to receive the pension benefits in the form of a single life,
joint and survivor, term-certain annuity, or partial lump sum with ongoing
annuity. Members may elect to receive the wvalue 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 less
than the members’ accumulated contributions plus interest.

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 equal to
the value 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 equal to 50%
of the member’s accrued normal retirement benefit, or monthly payments in an
equal to the member’s accrued 100% Joint and Survivor retirement benefit i1f the
member had reached normal retirement age prior te 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.
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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 salary with a minimum benefit of $100. To gualify under this section,
the member has toc become disabled during the pericd of eligible employment and
apply for benefits within one year of termination. The definitien of disabled
is set by the NDPERS in the North Dakota Administrative Code.

Refunds of Member Account Balance

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 vested, they have the
option of applyving for & 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 previocus service.

Member and Employer Contributions

Member and employer contributions paid to NDPERS 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 wvested 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 months of service-Greater of one percent of monthly salary or 525

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

525

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

salary or 525

=
ok
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

&t June 30, 20192 and 2018, the Employer reported a liability of $897,336 and
51,004,678 for its proportionate share of the net pension liability. The net
pensicon liability was measured as of June 30, 2018 and 2017, and the total
pension liability used to calculate the net pension liability was determined
by an actuarial wvaluation as of that date. The Employer’s proportion of the
net pension liability was based on the Employer’s share of covered payroll in
the Main System pension plan relative to the covered payroll of all
participating Main System employers. At June 30, 2018, the Employer’s
proportion was .053172 percent, which was a decrease of .009334 percent from
its proportion measured as of June 30, 2017.

For the year ended June 30, 2019 and 2018, the Employer recognized pension
expense of 5121,576 and $142,283. At June 30, 2019% and 2018, the Employer
reported deferred outflows of resources and deferred inflows of resources
related to pensions from the folleowing sources:

Daferred Outflows of Deferred Inflows of
Eesources Resources
June 30, June 30, June 30, June 30,
2019 2018 2019 2018
Differences between expected -
and actual experience s 2,376 & 5,972 S 30,529 S 4,895
Changes of assumptions 323,919 411,985 12,808 22,660

Net difference between
projected and actual earnings
on pension plan investments 0 13,512 4,366

Changes in propcrtion and

differences between employer

contributions and proportionate

share of contributions 17,12% 22,643 102,901 46,116
Employer contributions

subsegquent to the

measurement date 37,931 41,298

Total 381,335 405,408 3150,604 S 73,671

$37,911 and 541,296 reported as deferred cutflows of resources related to
pensions resulting from Employer contributions subsequent to the measurement
date will be recognized as a reduction of the net pension liability in the
years ended June 30, 2019 and 2018.
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Other amounts reported as deferred cutflows of resources and deferred inflows
of resources related to pensions will be recognized in pension expense as

follows:

Year ended June 30:

2020 565,899
2021 54,258
2022 55,162
2023 21,876
2024 {4,375)
Thereafter 0

Actuarial assumptions. The total pension liability in the July 1, 2018
actuarial valuation was determined using the following actuarial assumptions,
applied to all periods included in the measurement:

Inflation 2.5%

Salary increases 5.0% to 15.0% wvarying by service
including inflation and productivity

Investment rate of return 7.75%, net of investment expenses

Cost-of-living adjustments None

For active members, inactive members and healthy retirees, mortality rates
were based on the RP-2000 Combined Healthy Mortality Table with ages set back
two years for males and three years for females, projected generationally
using the S55A 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 set back for females) - multiplied by 125%.

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 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 are summarized in the following table:
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Asset Class Target Allocation Long-Term Expected Eeal
Bate of Return
Domestic Equity 30% 6.05%
International Egquity 21% 6.71%
Private Egulty 7% 10.2%
Domestic Fixed Income 23% 1.45%
International Fixed Income 0% 0.0%
Global Real Assets 19% 5.11%
Cash Eguivalents . D% D.0%

Discount rate. For PERS, GASB Statement MNo. &7 includes a specific requirement
for the discount rate that is used for purpese 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 into 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 cbligation to make benefit payments in those years. In years
where assets are not projected to be sufficient to meet benefit payments,
which is the case for the PERS plan, the use of a municipal bond rate 1is
required.

The Single Discount Rate (SDR) is equivalent to applying these two rates to
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 benefits) and (2) a tax-exempt municipal
bond rate based con an index of 20-year general obligation bonds with an
average AA 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 valuation, the expected rate of return on pension plan
investments is 7.75%; the municipal bond rate is 3.62%; and the resulting
Single Discount Rate of 6.32%.

Sensitivity of the Employer’s proportionate share of the net pension liability
to changes in the discount rate. The following presents the Employer’s
proportionate share of the net pension liability calculated using the discount
rate of 6.32 percent, as well as what the Employer’'s proportionate share of
the net pension liability would be if it were calculated using a discount rate
that is l-percentage-point lower (5.32 percent) or l-percentage-peint higher
{(7.32 percent) than the current rate:
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Current Discount

1% Decrease Rate 1% Increase
(5.32%) (6.32%) (7.32%)
Emplaoyer’s
proportionate share of
the net pension liability 51,219,312 5B97,336 5628, 656

Pension plan fiduciary net position. Detailed information about the pension
plan’s fiduciary net position is available in the separately issued NDPERS
financial report.

NOTE 12: OPEB PLAN
Summary of Significant Accounting Policies

Other Post Employment Benefits (OPEB). For purposes of measuring the net OPEB
liability, deferred outflows of resources and deferred inflows of resources
related to OPEB, and OPEE expense, information about the fiduciary net
position of the North Dakota Public Employees Retirement System (NDPERS) and
additions to/deductions from NDPERS’ 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 pavable in accordance with the
benefit terms. Investments are reported at fair value.

General Information about the OPEB Plan
North Dakota Public Employees Retirement System

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

NDPERS OPER 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 1s 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.
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Responsibility for administration of the NDPERS defined benefit OPEB 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 NDPERS system, one member
elected by the retired public employees and two member 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
FPlan 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 2.99% of covered compensation for a period of eight years ending
October 1, 2015. Employees participating in the retirement plan as part-
time/temporary members are required 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 leong-term care plan and any other
health insurance plan. The benefits are egual to $5.00 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.

OPEEB Liabilities, OPEE Expense, and Deferred Outflows of Resocurces and
Deferred Inflows of Resources Related to OPEB
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&4t June 30, 2019 and 2018, the Employer reported a liability of $32,316 and
546,655 for its proportionate share of the net OPEB liability. The net OPEB
liability was measured as of June 30, 2018 and 2017, and the total OQPEBR
liability used to calculate the net OPEE liability was determined by an
actuarial valuation as of that date. The Employer’s proportion of the net OPER
liability was based on the Employer’s share of covered payrocll in the OPEB
plan relative to the covered pavroll of all participating OPEB employers. At
June 30, 2018 and 2017, the Employer’s proportion was .049%21 percent, which
was a decrease of ,009061 percent.

For the years ended June 30, 201% and 2018, the Employer recognized OPEB
expense of 53,903 and 55,588. At June 30, 2019 and 2018, the Employer reported
deferred outflows of rescources and deferred inflows of resources related to
OPEB from the following sources:

Deferred OCutflows of Deferred Inflows of
Resources Besources
June 30, June 30, June 30, June 30,
2019 2018 20189 2018
Differences between expected
and actual experience SlsETd 5 0 5 812 5 1,138
Changes of assumptions 3,226 4,519

Net difference between

projected and actual earnings

on OPEE plan investments Bdo 1,764
Changes in proportion and

differences between employer

contributions and proportiomnate

share of contributions 5,986 228
Employer contributions

subseguent to the

measurement cdate (see below) 6,070 6,612

Total $10,473 511,131 7,644 53,130

56,070 and $6,612 reported as deferred outflows of resources related to OFEB
resulting from Employer contributions subsequent to the measurement date will
be recognized as a reduction of the net OPEB liability in the years ended June
30, 2020 and 2019,
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HOTE 12: OPEE PLAN (CON'T)

Other amounts reported as deferred outflows of resources and deferred inflows
or rescurces related to OPEEs will be recognized in OPEB expense as follows.

Year ended June 30:

2020 5(626)
2021 (626)
2022 (B26)
2023 (253)
2024 (321)
Thereafter {789)

Actuarial assumptions. The total OPEB liability in the July 1, 2017 actuarial
valuation was determined using the following actuarial assumptions, applied
to all periods included in the measurement:

Inflation 2.50%

Salary increases Not applicable

Investment rate of return 7.50%, net of investment expenses
Cost-of-living adjustments 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 554
2014 Intermediate Cost scale from 2014, For disabled retirees, mortality rates
were based on the EP-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 method 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 i1ncluded in the RHIC's target asset
allocation as July 1, 2017 are summarized in the following table:

Long-Term Expected Real

Asset Class Target Allocation Rate of Return
Large Cap Domestic Equities 37% 5.80%
Small Cap Domestic Equities 9% 7.05%
International Eguities 14% 6.20%
Core-Plus Fixed Income 40% 1.46%
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NOTE 12: OPEBE PLAN (CON'T)

Discount rate. The discount rate used to measure the total OPEB liability was
7.5%. The projection of cash flows used to determine the discount rate assumed
plan member and statutory/Board approved employer contributions will be made
at rates equal to those based on the July 1, 2018, and July 1, 2017, HPRS
actuarial valuation reports. For this purpose, only emplover contributions
that are intended to 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 Employer’s proportionate share of the net OPEB liability
to changes in the discount rate. The following presents the net OPEB liability
of the Plans as June 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 l-percentage-point lower (6.5 percent) or 1-
percentage-point higher (8.5 percent) than the current rate:

Current Discount
1% Decrease (6.5%) Rate (7.5%) 1% Increase (B8.5%)
Employer’s
proportionate share of
the net OPEB liability 549,744 539,316 $30,377

NOTE 13: TRANSFERS

The general fund transferred $71,079 and $57,079 for the years ending June 30,
2019 and 2018 respectively to the school lunch fund. The transfer from the
general fund to the school lunch fund was made to cover indirect cost for the
current year that relate to school lunch activities. These activities include
cook’s payroll and related expense. There is nothing due to or due from any
of the funds. The activity fund transferred $26,933 and 526,010 for the years
ending June 30, 2019 and 2018 respectively to the general fund for expenses.

NOTE 14: TAX ABATEMENTS

The School District has no tax abatements for the years ended June 30, 2019
and 2018.
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NOTE 15: PRIOR PERIOD ADJUSTMENTS

Change in Accounting Principle - GASB 75 - OFEB

Net position as of July 1, 2017 has been restated as follows for the
implementation of GASBE Statement No. 75, Accounting and Financing Reporting
for Postemployment Benefit Plans Other than Pensions.

Governmental Activities Amounts
Beginning Net Position, as previously reported 5(2,462,274)
Adjustments to restate the July 1, 2017 Net Position:

Net OPEB Liability (39,678)
Net Position July 1, 2017, as restated ${2,501,952)

NOTE 16: GASE 75 ADJUSTMENT

The District adopted GASBE Statement No. 75, Accounting and Financial Reporting
for Postemployment Benefits other than Pensions, which required a prior period
adjustment to net OPEB liability and related deferred outflows as of July 1,
2017. The cumulative effect of implementing this GASE statement was an
increase in net OPEB liability of $46,832 and increase of deferred outflows -
OPEB of 57,154 on the Statement of Net Position. The adjustments resulted in
a decrease of 539,678 in net position on the Statement of Activities.

NOTE 17: SUBSEQUENT EVENTS

During the November, 2019 Oakes Public School Board meeting, a project was
approved to resurface the Oakes High School track. The School Board allocated
5289,241 to include “the milling and pavement of asphalt followed by a poly
mat polyurethane base mat application”.
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CAKES PUBLIC SCHCOOL DISTRICT NO. 4]
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2019

Variances with

General Final Budget
Original Final Fund Positive
Revenues: Budget Budget Actual (Negative)
Local sources 51,408,022 £1,408,022 51,481,266 S 73,244
State sources 3,782,870 3,782,870 3,823,980 41,110
Federal sources 170,608 170,608 166,979 (3,629
Other sources 78,500 78,500 51,053 (27,447
Total Revenues 5,440,000 5,440,000 5,523,278 83,278
Expenditures:
Current
Instruction:
Regular 2,374,431 2,374,431 2,325,624 48,807
Special education 139,210 138,210 126,010 13,200
Vocational education 209,815 209,815 231,411 (21,596)
Other instruction 158,513 158,513 166, 980 (8,467)
Total Instruction 2,881,969 2,881,969 2,850,025 31,944
Support services:
General admin. services 292,184 292,184 295,400 (3,216)
Operations & maint. 773,048 773,048 746,300 26,748
Pupil transportation 324,101 324,101 347,671 (23,570)
School admin., services 292,870 282,670 288,218 4,452
Business services 105,933 105,933 116,646 {10,713)
Pupil services 381,073 381,073 329,197 51,876
Extracurricular 270,657 270,657 251,200 19,457
Debt Service
Principal retirement 17,979 77,9789 77,979 0
Interest long-term debt 2,072 2,092 2,072 0
Capital outlay 144,949 144,949 265,087 (120, 138)
Total Support Services 2,664,666 2,664,666 2,719,770 (55,104
Total Expenditures 5,546,635 5,546,635 5,569,795 (23,160)
Excess (deficiency) of
Revenues over (under)
Expenditures (106,635) (106, 635) (46,517} 60,118
OTHEER FINANCING SCURCES (USES)
Proceeds of Capital lease a 0 75,445 73,445
Transfer from other funds 23,860 23,860 26,010 2,150
Sale of Asset 1,000 1,000 300 (700
Transfer to other funds (58,362} (58, 362) (71,079) (12.:917F)
TOTAL OTHER FINANCIAL
SOURCES (USES) {33,502} (33 :502) 30,678 64,178
Net change in fund balance (140,137} (140,137} (15,841) 124,296
FUND BALANCE
Beginning of year 1,125,213 1,325,213 1,125,213 0
End of year S 985,076 5 985,076 $1,109,372 5 124,296

See the accompanying notes to the basic financial statements.
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BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2018
Variances with
General Final Budget
Original Final Fund Positive
Revenues: Budget Budget Bctual (Hegative)
Local sources 51,329,622 $1,329,8622 £1,371,101 S 42,079
State sources 3,810,414 3,810,414 3,835,686 ZE 22
Federal sources 144,496 144,4%¢ 176,851 32,355
Other sources 1,000 61,000 716,764 15,764
Total Revenues 5,345,532 5,345,532 5,461,002 115,470
Expenditures:
Current
Instruction:
Regular 2,335,017 2:335%;.017 2,331,974 3,043
Special education 138,785 138,765 142,642 {3,877}
Vocational education 188, 353 188,353 182,159 6,194
Other instruction 124,497 124,487 135,775 (11,278)
Total Instructien 2,786,632 2,786,632 2,792,550 (5, 918)
Support services:
General admin. services 288,135 288,135 281,830 6,305
Operations & maint. 779,421 779,421 756,444 22,977
Pupil transportation 291,585 291,585 298,415 (6,830)
School admin. services 284,192 284,192 268,162 16,030
Business services 110,635 110,635 111,539 (904)
Pupil services 432,236 432,236 454,890 (22,654)
Extracurricular 250,611 250,611 260,313 (9,702)
Debt Service
Principal retirement 53,585 53,585 53,5095 0
Capital outlay 129,130 129,130 401,714 (272, 584)
Total Support Services 2,619,540 2,619,540 2,886,802 (267,362)
Total Expenditures 5,406,172 5,406,172 5,679,452 (273, 280)
Excess (deficiency) of
Revenues over (under)
Expenditures (60, 640) (60, 640) (218,450) (157,810)
OTHER. FINABNCING SCOUBRCES (USES)
Proceeds of Capital lease 157,669 157, 669
Transfer from other funds 20,000 20,000 26,933 6,933
Transfer to other funds (50,329) (50,329) (57,0783) (6,750)
TOTAL OTHER FINANCIAL
SCURCES (USES) ({30,329) (30,329) L2723 157,852
Net change in fund balance_ (90, 969) (90,963) (90,927) 42
FOND BALANCE
Beginning of year 1,216,140 1,216,140 1,216,140 0
End of year 51,125,171 51,125,171 $1,125,213 5 42

See the accompanying notes teo the basic financial statements.
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SCHEDULE OF EMPLOYER'S SHARE OF NET PENSICHN LIABILITY AND EMPLOYER CONTRIBUTIONS

FOF THE YEARS ENDED JUNE 30, 2019 AND Z018
Schedule of Employer's Share of Net Pension Liability
Horth Dakeota Teachers Fund for Retirement

Last 10 Fiscal Years

Proporticnate
Share of the
Net Pension

Liability
{Asset]} as a

Proportion Proportionate

Plan Fiduciary

of the Share of the Percentage of its Net Position as a
Het Pension Het Pension Covered- Covered- Fercentage of the
Liability Liability Employee Employee Total Pension
[A=setl] [Azsset) Pavroll Favroll Liability
2019 .310748% 54,141,836 52,112,497 196.06% 65.50%
2018 .299616% 4,115,312 2,022,320 203.49% 63.20%
2017 .31033702% 4,546,619 2,016,337 225.49% 59.2%
2016 .31E8398% 4,164,185 1,958,481 212.62% 62.1%
2015 327620 3,432,877 1,800,37 1B0.64% 66.6%
Schedule of Employer Contributions
Nerth Dakota Teachers Fund for Retirement
Last 10 Fiscal Years
Contributions in Contributions as a
Relation to the District's Percentage of
Statutory Statutory Contribution Covered- Covered-
Required Reguired Deficiency Employee Employes
Contribution Contribution [Excsss) Payroll Payroll
2019 $269,343 269,343 52,112,497 LT
2018 257,847 257,847 2,022,326 12.75%
017 257,083 237,083 2,016,337 12.75%
2016 249,654 249, 694 1,958,481 12.75%
2015 204,288 204,288 1,900,372 10.75%
Schedule of Employer’'s Share of Net Pension Liability
Horth Dakota Public Employees Retirement System
Last 10 Fisecal Years
Proportionate
Share of the
MNet Pension
Liability
Proportion Proportionate (Azsset) as a ciary
of the Share of the Fercentage of its as a
Met Pension Net Pensicn Covered- Covered- C the
Liability Liakility Employee Employes Total Pensicon
(Asset) tAsset) Payroll Payroll Liability
2019 .053172% £ HY97,336 5 5de, 243 1.642% 62.80%
2018 .062506% 1,004,677 638,093 1.574% 61.98%
2017 . 060838 592,926 613,104 96.71% T0.46%
2018 .05B230 395,954 518,756 76.33% FTCEDE
2015 LOT0920 450,144 597,413 75.35% T7.70%
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Page 2
Schedule of Employer Contributions
North Dakota Public Employees Retirement System
Last 10 Fiscal Years
Contributions in Contributions as a
Relation to the District’s Percentage of
Statutorily Statutorily Contribution Covered- Covered-
Required Required Deficiency Employes Employee
Contribution Contribution (Excess) Payroll Payroll
2019 S 40,233 5 41,296 (1,063) $ 546,243 T7.56%
2018 46, 209 44,675 1,594 638,093 1.00%
2017 44, 388 45,169 (781) 613,104 7.37%
2016 39,404 40,517 (1,113 518,756 7.6%
2015 42,536 42,536 597,413 T7.12%

The notes to the required supplementary information are an integral part of this
statement .
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OREKES PUBLIC SCHOOL DISTRICT NG,
SCHEDULE OF EMPLOYER'S SHARE OF HET OPEB LIABTILITY AND EMPLOYER CONTRIBUTIONS
FOR THE YEARS EWDED JUNE 30, 2019 AND ZO1E

Schedule of Employer’s Share of Wet OPEE Liability
North Dakota Public Employees Retirement System
Last 10 Fiscal Years

Proportionate
Share of the

Het OPEB
Proporticon (Asset) as a Plan Fiduciary
of the Proportionate Fercentage of its Net Position as a
Net OFPER Share of the Covered- Coveresd- Percentage of the
Liability Met OFEB Empleyee Employee Total CPEB
{Asset) __(Asset) Payroll Payroll Liability
2019 L(408921% 5 34,316 S hdg, 243 7.20% 61.89%
2018 058980% 46,655 638,093 T.31% 59.78%
Schedule of Employer Contributions
Nerth Dakota Public Employees Retirement System
Last 10 Fiscal Years
Contributicns in Contributions as a
Relaticon to the District's Percentage of
Statutory Statutory Contribution Covered- Covered-
Required Required Deficiency Employee Employee
Contribution Contribution (Excess) Fayroll Payroll
20189 5 6,407 S 6,612 5 [205) S 546,243 1.21%
2018 7,417 T, E53 264 638,093 1.12%

The notes to the required supplementary information are an integral part of this
statement,
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OAKES PUBLIC SCHOOL DISTRICT NO. 41
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATICN
FOR THE YEARS ENDED JUNE 30, 2019 AND 2018

NOTE 1: STEWARDSHIFP, COMPLIANCE AND ACCOUNTABILITY
Budgetary Information

The School District adopts an annual budget on a basis consistent with
accounting principles generally accepted in the United States for the
general fund, special revenue funds, debt service funds, and capital
project funds.

The following procedures are followed in establishing the budgetary data
reflected in the financial statements:

* The annual budget must be prepared and school district taxes
must be levied on or before the fifteenth day of August of each
year.

* The taxes levied must be certified teo the county auditor by
August twenty-fifth. The governing body of the 5School District
may amend its tax levy and budget on or before the tenth day of
October of each year but the certification must be filed with the
county auditor within the time limitations as outlined in NWDCC
section 57-15-13.1.1.

* The operating budget includes proposed expenditures and means
of financing them.

* Each budget is controlled by the superintendent and business
manager at the revenue and expenditure function/object level.

* 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.

» 21l appropriations lapse at year-end.

NOTE 2: SCHEDULE OF EMPLOYER PENSION AND OPEE LIABILITY AND
CONTRIBUTIONS

GASE Statements No. 68 and 75 require ten years of informatien to be
presented in these tables. However, until a full 10-year trend is
compiled, the School District will present information for those years
for which information is available.

56




Notes to the Reguired Supplementary Information
Oakes Public School District No. 41
Dakes, North Dakota
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NOTE 3: CHANGES OF ASSUMPTIONS - PENSION AND OPEE

Amounts reported reflect actuarial assumption changes effective July 1,
2018 based on the results of an actuarial experience study completed in
2018. This includes changes to the mortality tables, disability incidence
rates, retirement rates, administrative expenses, salary scale, and
percent married assumption.

NOTE 4: LEGAL COMPLIANCE - BUDGETS

The schoel board did not amend the School District budget for FY2019 and
FYZ2018.

The Districts General Fund’s actual expenditures did exceed budgeted
appropriations on June 30, 2019 and 2018, by 555,104 and $157,810,

respectively.

No actions are anticipated.
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516 Main Avenue
Oakes, ND 58474
(701)742-3375

fan(7011742-3376
INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

School Board of Directors
Oakes Public School District No. 41
Oakes, North Dakota

We have audited, in accordance with the auditing standards generally
accepted in the United States of Bmerica and the standards applicable to
financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the
governmental activities, each major fund, and the aggregate remaining fund
information of Oakes Public School District No. 41, as of and for the years
ended June 30, 2019 and 2018, and the related notes to the financial
statements, which collectively comprise Oakes Public School District No.
41's basic financial statements and have issued our report thereon dated
December &, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we
considered Qakes Public School District Ho. 41'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 Oakes Public School District No. 41's
internal control. Accordingly, we do not express an opinion on the
effectiveness of Oakes Public School District No. 41's internal control.

& deficiency in internal control exists when the design or operaticn of a
control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a
reasonable possibility that & material misstatement of the entity's
financial statements will not be prevented, or detected and corrected on a
timely basis. We consider the deficiencies described below to be material
weaknesses.

58




=)

1 3y
=

Beport on Internal Contrel and Comp
Oakes Public School District Ho. 41
Oakes, North Dakota

Page 2

YT

Our consideration of internal control over financial reporting 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, we
identified certain deficiencies in internal control that we consider to be
material weaknesses and significant deficiencies.

2018-2019 - 001
SEGREGATION OF DUTIES

Condition - Oakes Public School District No. 41 has one business manager
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 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 risks of misstatement
of the District’s financial condition.

Cause - The Oakes Public School District No. 41 has one business manager
for most accounting functions. There is not proper segregation of duties.

Recommendation - Due to the size of the District, it is not feasible to
obtain proper separation of duties and no recommendation will be made.

Views of Responsible Officials / Planned Corrective Actions - No response
is considered necessary. The superintendent does see the financial
information before the business manage receives it. A second individual is
going to work with the business manager to enter financial information.

A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet
important encugh to merit attenticn by those charged with governance. We
consider the deficiencies described below to be significant deficiencies.

2018-2019 - 002
CONTROLS OVER THE FINANCIAL REPCRTING PROCESS

Condition - The business manager has full controls over the computer’s
financial reporting process.
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Criteria - For effective internal controls over financial reporting you
should split up the controls.

Effect - He has full controls to initiate, authorize, record, and process
journal entries into the general ledger; and record recurring and
nonrecurring adjustments to the financial statements.

Cause - The business manager has full controls over the computer’s
financial reporting process. There is not proper segregation of controls.

Recommendation - The business manager having full controls over the
computer’s financial reporting process is common in an entity this size.
The Management and the Board need to continually meonitor the financial
reporting process, especially since there is conly one business manager.

Views of Responsible Officials / Planned Corrective Actions - Due to the
size of the District, it is not feasible to split up the controls. The
Board will continue to monitor this condition. The superintendent will also
continue to monitor the status of funds in the District, providing regular
monthly updates to the Board.

2018-2019 - 003
PREPARING FINANCIAL STATEMENTS - DESIGN DEFICIENCY

Condition - Management has not identified risks to the preparation of
reliable financial statements.

Criteria - The framework for effective internal control over financial
reporting involves the identification and analysis of the risks of material
misstatement to the District’s audited financial statements and then should
determine how those identified risks should be managed.

Effect - Failure to design effective controls over the preparation of the
financial statements would not prevent or detect material misstatements,
including footnote disclosure.

Cause - Management has not identified risks to the preparation of reliable
financial statements. There is no risks identified.

Recommendation The Board and management should document their
identification of risks to the preparation of financial statements.

Views of Responsible Officials / Planned Corrective Actions - Due to the
size of the District, the design c¢f the preparation of financial statements
is not changing. The board will continue to work towards identifying the
risks.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Oakes Public School
District No. 41's financial statements are free from material misstatemsnt,
we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under
Government Auditing Stendards.

We noted certain matters that we reported to management of Cakes Public
School District No. 41, in a separate letter dated December &, 2019.

Cakes Public School District No. 41's Response to Findings

Oakes Public School District No. 41's response to the findings identified
in our audit is described previously. Oakes Public School District No. 41's
response was not subjected to the auditing procedures applied in the audit
of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing
of internal control and compliance and the results of that testing, and not
to provide an opinicon 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 control and compliance. Accordingly, this communication is not
suitable for any other purpose.

V. Nafaen CPA, 14a.

V. Nelson CPA, Ltd.
Cakes, MNorth Dakota
December &, 201°
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Q V. NELSON CPA LTD.

516 Main Avenue
Oakes, ND 58474
(701)742-3375

fax(7011742-3376

December &, 2019

To the Board of Education
Oakes Public School District No. 41
Oakes, North Dakota

MANAGEMENT LETTER

During completion of our audits of the Oakes Public School District No. 41
for the years ended June 30, 2019 and 2018, certain observations were made
of various policies of the district.

The matters included herein are presented as a matter of receord and for
your further consideration. This letter is presented to identify areas
which should be subjected to your review. You will determine the final
course of action to pursue.

1. Accrual Accounting. Generally Accepted Accounting Principles (GAAP) for
governmental units requires the modified accrual basis of accounting for
all governmental funds. Revenues should be recognized when received, except
vear-end adjustments are made for material revenues determined to be both
measurable and awvailable as net current assets. We recommend the school
district continue recording revenue and expenditure adjustments at year
end, if necessary, to ensure that all external reporting is based on a
modified accrual basis of accounting. We are available to help with the
adjustments.

2. Accounting Personnel. The school district has one business manager. She
handles the accounting fund areas (i.e. General, Building, Special Revenue
and Activity funds). She collect monies, issue receipts, deposit monies,
issue checks, send checks to vendors, record receipts and disbursements 1in
journals, maintain the general ledgers and prepare respective financial
reports and statements. Due to the size of the entity, it is not feasible
to obtain any more separation of duties and therefore the degree of
effective internal controls is severely limited.

This letter is intended solely for the use of management and should not be
used for any other purpose. This restriction is not intended to limit the
distribution of this letter which, upon acceptance by the governing board,
is a matter of public record.

V. Helson CPA, LTD.

Dakes, North Daket
Uernella 7@@&4 e

Versella Melson, CPA
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V. NELSON CPA LTD.

516 Main Avenus
Oakes, ND 58474
(701)742-3375

fax(701)742-3376

Communication with those Charged with Governance at the
Conclusion of the Audit

December 6, 2019

To the Board of Education
Oakes Public School District No. 41
Dakes, North Dakota

We have audited the financial statements of the governmental activities,
each major fund, and the aggregate remaining fund information of Oakes
Public School District No. 41 for the years ended June 30, 2019 and 2018.
Professional standards require that we provide you with information about
cur responsibilities under Generally Accepted Auditing Standards (and if
applicable Government Auditing Standards and the Uniform Guidance), as well
as certaln information related to the planed scope and timing of our audit.
We have communicated such information in our engagement letter to you dated
June 25, 2019. Professional standards also require that we communicate to
you the following information related to our audit.

Significant Audit Matters
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate
accounting peolicies. The significant accounting policies used by Oakes
Public School District No. 41 are describe in Note 1 to the financial
statements. We noted no transactions entered into by Oakes Public School
District No. 41 during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in
the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements
prepared by management and are based on management’s knowledge and
experience about past and current events and assumptions about future
events. Certain accounting estimates are particularly sensitive because of
their significance to the financial statements and because of the
possibility that future events affecting them may differ significantly from
those expected.

As described in Note 16 to the financial statements, the District changed
accounting policies related to postemployment benefits by adopting GASB
Statement No. 75, Accounting and Financial Reporting for postemployment
benefits other than pensions in June 30, 2018. Accordingly the cumulative
effect of the accounting change is reported in Note 15.
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Certain financial statement disclosures are particularly sensitive because

of their significance to financial statement users. The financial stateme
disclosures are neutral, consistent, and clear.

5
T

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in
performing and completing our audit, except the information on payroll
liahilities was delayed.

Corrected and Uncorrected Misstatements

Professional standards regquire us to accumulate all known and likely
misstatements identified during the audit, other than those that are
clearly trivial, and communicate them to the appropriate level of
management. Management has corrected all such misstatements. In addition,
rione of the misstatements detected as a result of audit procedures and
corrected by management were material, either individually or in the
aggregate, to each opinion unit’s financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial
accounting, reporting, or auditing matter, whether or not resolved to our
satisfaction, that could be significant to the financial statements or the
auditor’s report. We are pleased to report that no such disagreements arose
during the course of our audit.

Management Representations

We have reguested certain representations from management that are included
in the management representation letter dated December &, 20193.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants
about auditing and accounting matters, similar to obtaining a ™second
opinion” on certain situations. If a consultation inveolves application of
an accounting principle to the governmental unit’s financial statements or
a determination of the type of auditor’s opinion that may be expressed on
those statements, our professional standards reguire the consulting
accountant to check with us to determine that the consultant has all the
relevant facts. To our knowledge, there were no such consultations with
other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of
accounting principles and auditing standards, with management each year
prior to retention as the Oakes Public School District No. 4l's auditors.
However, these discussions occurred in the normal course of our
professional relationship and our responses were not a condition to our

retention.
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Other Matters

We applied certain limited procedures to budgetary comparison information.
which is reguired supplementary information (RSI) that supplements the
basic financial statements. Our procedures consisted of inquiries of
management regarding the methods of preparing the information and comparing
the information for consistency with management’s responses to our
inguiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We did not audit the
B35l and do not express an opinion or provide any assurance on the RSI.

Restriction on Use

This informaticn is intended solely for the use of Members of the Board of
Education and management of Oakes Public School District No. 41 and is not
intended to be and should not be used by anyvone other than these specified
parties. This restriction is not intended to limit the distribution of this
letter which, upon acceptance by the governing board, is a matter of public
record. We would be happy to meet with you and any members of vour staff to
discuss any of the items in this letter in more detail if you so desire.

Very truly yours,

N N 0cen CPA, Ita.

V. Nelson CPA, Ltd,
Dakes, North Dakota
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