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INDEPENDENT AUDITOR'S REPORT

School Board
Westhope Public School District No. 17
Westhope, NWorth Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental
activities and each major fund of Westhope Public School District No. 17,
Westhope, North Dakota, as of and for the year ended June 30, 201%, 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 design,
implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based
on our audit. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards
applicable to financial audits contained in Govermment Auditing Standards,
issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to chtain reascnable assurance
about whether the financial statements are free from material misstatement.

&n audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate
in the circumstance, but net for the purpose of expressing an opinion on the
effectiveness of the entity’'s internal control. Accordingly, we exXpress no
such opinion. An audit alsc includes evaluation 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 copinicons.
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Opinions

In our opinien, the financial statements referred teo above present fairly, in
all material respects, the respective financial position of the governmental
activities and each major fund of Westhope Public School District Neo. 17,
Westhope, North Dakota, as of June 30, 2019, and the respective changes in
financial position in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Reguired Supplementary Information

Management has omitted the management’'s discussion and analysis that
accounting principles generally accepted in the United States of Zmerica
required to be presented to supplement the basic financial statements. Such
missing 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 bkasic
financial statements in an appropriate operatiocnal, economic, or historical
context. Our opinion on the basic financial statements is not affected by
this missing information.

Accounting principles generally accepted in the United States of America
require that budgetary comparison information on page 34, the schedule of
district’s share of net pension liability for the last ten fiscal years on
page 35, the schedules of district’'s contributions for the last ten fiscal
years on page 36, schedules of district’'s share of net OPEB liability

ND public employees retirement system for the last 10 fiscal years on page
37, schedules of district contributicons ND public employees retirement system
for the last 10 fiscal years on page 38 and the related notes on page 39 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 reguired supplementary informaticon in
accordance with auditing standards generally accepted in the United States of
America, which consisted on inguiries of management about the methods of
preparing the information and comparing the 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 finanecial
statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.




Other Reporting Required by Government Auditing Standards

In accordance with Govermment Auditing Standards, we have also issued our
report dated February 4, 2020, on our consideration of Westhope Public School
District No. 17's internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, requlations, contracts,
and grant agreements and other matters. The purpose of that report is to
describe the scope of ocur testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or compliance. That
report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Westhope Public School District
No. 17's intermnal control over financial reporting and compliance.

Lok

LERVIE & JOHNSON
Cercified Public Accountants
Bottineau, MNorth Dakota

February 4, 2020




WESTHOPE PUBLIC SCHOOL DISTRICT WO, 17
Westhope, North Dakota

STATEMENT OF NET POSITION
June 30, 2013

ASSETS:

Current Assets:
Cash 5 595, 468,73
Investments 62,080,286
Taxes Receivable 59,866 .63
Due from Local Sources 9,221.26
Due from State Sources 27.831.77
Due f£from Federal Sources 31,136.40

Total Current Assets T785,585.05

Noncurrent Assets:
Capital Asasets (Net of Accumulated Depreciation) 5,316,847 .40

Total Assets 6,102,432 .45

DEFERRED QUITFLOWS OF RESQURCES:

Deferred Outflows Relating to Pensions and OFEB 510,690.74
LIABILITIES:
Current Liabilities:
Accounts Payable 5,787.4%9
Salaries and Benefits Payable 8,360.53
Current Portion of Long-Term Debt 215,355.65
Total Current Liabilities 229,503 .67

Moncurrent Liabilties:

Long-Term Debt, Net of Current Portion 3,314,186.44
Premium on Bonds Payvable (Net of Accumulated Amortization) 3,647 .25
3,317,833.69
Compensated Absences Pavable 34,926 .65 _
Het Pension and OPEB Liability 2,556,220.00 |
Total Noncurrent Liabilities 5,908,580.38 |
Total Liabilities 5,138,484 .05

DEFERRED THNFLOWS OF RESOURCES:

beferred Inflows Relating to Pensions and OPEB 2459,866.00
MET POSITION:
Net Investment in Capital RAssets 1,999,013.71
Restricted for:
Capital Projects 164,278.99
Debt Service 173,636.12
Unrestricted {2,112,155.68)
Tocal Net Position 5 224,773.14

The accompanying notes are an integral part of these financial statements.
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WESTHOFPE PUBLIC SCHCOOL DISTRICT HO. 17
Westhope, North Dakota

STATEMENT COF ACTIVITIES
For the Year End June 30, 2019

Program Revenues Het (Expense|
Charges Operating Revenue and
for Grants and Changes
Expenses Services Contributions In Net Pogition
GOVERNMENTAL ACTIVITIES:
Regular Programs 5 1,401,766 41 s = 3 - ] (1,401,766.41)
Federal Programs 66,041,085 - £7,291.65 1,250.60
Special Education 174,754 .45 . = (174,754 .43)
Vocational Educatien 121,708.06 - 28,764.7% {92,943.27)
District Wide Services 7,442 .47 - - {7, 442.47)
Administraticn 322,739.34 i - (322,739.34)
Operations and Maintenance 246,707.29 = - (246,707.23)
Food Service 132,872.07 54,224.24 43,219.23 {35,428.60)
Transportation 160,939.93 - 101,073.00 (59,866.93)
Student Activites 108,15%7.93 11,431.46 = [96,T66.47)
Interest 54,3380.13 - - [54,390.13)
Fees 500.00 = = (500.00)
Total Governmental
Activities s 2,798,059%:17 5 65,655.70 5 240,348,867 5 {2,492,054.80)
General Reveuuﬁl_:
Property Taxes 5 925, 065.32
0il and Gas Revenue 131,831.40
State aid-not restricted to
specific programs 1,346,164 .52
Earnings on investments and
miscellanecus revenue 79,311,892
Total General Revenues 2,482,373.56
Change in Net Position (3,681.24)
Net Pogition - July 1 234,454 .38
Net Position - June 30 ] 224,773.14

The accompanying notes are an integral part of these financial statements.
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WESTHOPE PUBLIC SCHOOL DISTRICT NO. 17
Westhope, MNorth Dakeota

BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2019

Total
special Debt capital Governmental
General Revenus Service Projects Funds

ASSETS:
Current Assets:

Cash g 222,494.42 % 38,081.02 S 170,844,887 4 164, 048.42 % 505, 468.73

Investments 62,060.26 - - 62,060.26

Taxes Recelvable 33,774,23 - 20,327.58 5,764.82 55,866.63

Due from Local Sources 5.638.45 - 2,791,235 791.58 0,221,286

Due from State Sources 27,83L.77 - - - 27,831,717

pue from Federal Sources 31,136.40 - = = 1,135.40
Total Assekbs 5 3B2,935.53 § 38,081.02 5 193,963.70 3 170,604.80 § T785,585.05
LIABILITIES, DEFEREED INLFLOWS OF

EESOURCES, AND FUMD BALANCES:
Current Liabilities:

Accounts Payable 5 5,226.50 5 = § - 5 560.93 % 5. TAT.&3

Balaries and Benefits Payable 8,360.53 - = - B,380.53
Total Current Liabilities 13,587.03 - - 560,93 14,148.02
Deferred Inflows of Resources:

Property Taxes Uneallected 33,774.23 - 20,327.58 5,764.82 59, BE6_E3
Total Liabilities and Deferred

Inflows of Resources 47,361.26 - 20,327.58 6,325 81 74,014,565
FUND BRLANCES:

Restricted - = 173,636.12 164,273,098 337,915.11

Commicted - 3B, DEL,02 - - 38, 081,02

Unassigned 335,574.27 - - - 335,574.27
Total Fund Balances 335,574.27 38,081.02 173,636.12 164,278.99 711,570 .40
Total Liabilities

and Fund Balances 5 382,935.53 5 38,081.02 £ 193,963.70 5 170,604.80 -5 785,585.08

The accompanying notes are an integral part of these financial statements.
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WESTHOPE PUBLIC SCHOOL DISTRICT NO. 17
Westhope, North Dakota

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
June 30, 201%

Total Fund Balances for Governmental Funds 5 711,570.440

Amounts reported for governmental activities In the
Statement of Net Posltlon are different because:

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

Cost of Capital Assets 6,588,789 .62
Less Accumulated Depreciation (1,271,942.42)
HNet Capital hagets 5.316,847.40

Property taxes will be collected after
year-end, but are not available soon
encugh to pay for the current period's
expenditures and therefore are reported
as deferred inflows of resources in the
governmental funds. 59,886 B3

Long-term liabilities applicable to the school
district's governmeéntal activitcies are
not due and payable in the current period
and, accordingly, are not reported as
fund liabilities. Interest on long-term debt
is not accrued in governmental funds, but rather
is recognized as an sxpenditure when due,.
Rl1l liabilities, both current and long-term,
are reported in the Statement of Net Position.

Balances at June 303, 2019 are:

Compensated Absences (34,926.69)
Long-Term Debt [3,529,542.0%9)
Net Pension and OPEB Liability [2,556,220.00)
Net Amount (6,120,688.78)

PFremiums on bonds payable are treated
as other financirng sources in the governmental
funds, but are recorded as a segparate item
and amortized over the life of the bonds in
in the Statement of et Position. {3,647.25)

peferred outflows and inflowe of resources
related to pensions and OPEE are applicable to future
periods and, therefore, are not reported
in the funds,.

Deferred Outflows of Rescurces Related to Pensicns and OFEB 510,650.T74
Deferred Inflows of Resources Related to Pensiona and OFPEB (249,866 .00)
Total Met Positlion of Governmental Activities s 224,773.142

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

g

l WESTHOPE PUBLIC SCHOOL DISTRICT NO. 17
Westhope, North Dakota
I STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
I For the Year Ended June 30, 2019
Total
Special Debt Capital Govermmental
I General Revenue Beryvlice Frojects Funds
Bevenues;
Local Scurces 3 T32,786.99 ] 53,330.63 ] 303,1132.34 3 B5, 543,16 5 1 185, 144.17
State Spources 1,474,588.91 483.35 — - L, 475,072.26
Federal Socurces 68,705.45 42Z,735.E64 - - 111,441.33
Ocher Socurces 16,5531 .58 - = = 16,551.58
Total Bevenuss 2,292,642.93 106,545,391 303,113.34 85,943,186 2,788,245.34
Expenditures:
I Cyrrent:
Ragular Programs 1,203,862,32 = = K 1,203,B62.32
Federal Frograms &6,041.06 . - - 66, 041.05
Epecial Education 174,754 .49 - = - 174, 754.43
Vocational Education 12Z,238.65 - = = 122,238.65
District Wide Services T, 442,47 - - L T, 442 47
Bdminiatration 315, 326.48 - = = 315,926 .48
Operaticns and Maintenance 224,316.73 = = 15,354.03 241 E70_87
Food Services 62, 465.63 T, 40624 - - 132,.872_47
Tranaportacion 138,134.6% - = . 138,1318_83
Student Actcivities 108,197.93 = = - 108,157_53
Debt Service:
Principal - - 215, 146.21 - 215,145.21
Interest - - 54,633.28 . E4,633.28
Fees & - 500.00 - 500.00
I Total Expenditures 2,423,384.83 70,406, 24 270,379,459 19,3154.08 2,783,424, 71
Excess of Revenues Over
({Onder} Expenditures 1130, 741._96) 36,143,687 32,B833.45 &6, 583.07 4, B24.63
I (ther Finsocing Sources (Uses)-
Transfers In 9, 59E 41 - - 19,650.00 29,645.41
Transfers Cut {19,650 00) (2,995 41} = - [29,645_ 41}
I Tatel Ocher Financing
Sources [Uass] 19,654 .59) (9,995.41) - 19, E50.00 =
I Met Change in Fund Balances (140, 396.55) 26,148.26 32,833.85 BE,235.07 4, B20.63
Fund Balance - July 1 475.970.82 11,932.76 140,802.27 78,039.52 TO6, TAS.TT
l Fund Balance - June 30 5 335,574.27 & 36,081.02 & 173,636.12 5 L&4, 278,59 5 T11, 570 .40




WESTHOPFE PUBLIC SCHOCOL DISTRICT NMO. 17
Westhope, North Dakota

RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2012

Met Change in Fund Balances-Total Governmental Funds 8 4,824.63

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

covernmental funds report capital ocutlays as
expenditures. However, in the Statement of
Activities, the cost of those assets is
allocated over their estimated useful lives
and reported as depreciation expense.

Loss on Diapozal of Asset (5,644.71)
Current Year Depreciaticn Expense {128,351 _38)
Het Amount {133,996.69)

Some expenses reported in the Statement

of Aectivities do not require the use of
current financial rescurces and are not
reported as expenditures in governmental
funds. Repayments of debt principal is an
expenditure in the governmental funds, but
the repayment reduces long-term liabilities
in the Statement of Wet Position.

repayment of Long-Term Debt 215,145.21
Met Increase in Compensated Absences (B,195.397)
Amortization of Premium on Bonds Payable 243.15
Net Amount 207,1983.39

Some revenues reported in the Statement of

activities are not reported as revenues in

the governmental funds since they do not

represent available rescurces to pay current

expenditures. This consists of the increase

in taxes receivable, 128.5%

Covernmental funds report district pension and OPEB
contributions as expenditures. However, in the Statement of
Activities, the cost of pension and OPEB benefits sarned net of
employer contribution is reported as penaion and OPER expense. {87,831.16)}

Change in Met Position of Governmental Activities ] {9,6B1L.24)

The accompanying notes are an integral part of these financial statements.
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WESTHOPE PUBLIC SCHOOL DISTRICT NO. 17
Westhope, North Dakota

STATEMENT OF ASSETS AND LIABILITIES
FIDUCIARY FUNDS
June 30, 2013

ASSETS:
Current Assets:
Cash and Investments ] 46,854 .32

LIABILITIES
Current Liabilities:
Due to Student Activities Groups 4€,854 .32

NET POSITION: 3 =
s

The accompanying notes are an integral part of these fimancial statements.
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NOTE 1:

WESTHOPE PUBLIC SCHOOL DISTRICT NO. 17
Westhope, Morth Dakota

HOTES TO THE FIMNANCIAL STATEMENTS
June 30, 2019

SUMMARY OF SIGNIFICANT ACCCOUNTING POLICIES

The financial statements of the school 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 (GASE)] is the accepted
standard setting body for establishing governmental accounting and
financial reporting principles. The more significant of the
government 's accounting policies are described below.

A. Reporting Entity

The accompanying financial statements present the activities of
Westhope Public School District Ne. 17. The school district has
considered all potential component units for which the school district
is financially accountable and other organizations for which the
nature and significance of their relationships with the school
district are such that exclusion would cause the school district’s
financial statements to be misleading or incomplete. The GASE has set
forth criteria to  be considered in determining financial
accountability. These criteria include either appointing a voting
majority of an organization's governing body or an organization being
fiscally dependent and (1) the ability of the Westhope Public Scheool
District No. 17 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 om, Westhope Public Schecl
District No. 17.

Based on these criteria, there are no component units to be included
within the Westhope Public School District Ne. 17 as a reporting
entity.

BE. Basis of Pregentation, Basis of Accounting

Government-wide financial statements: The Statement of Net Position
and the Statement of Activities display information about the
primary government, Westhope Public School District No. 17. These
statements include the financial activities 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 nonexchange transactions.

The Statement of Net Position presents the =chool district's
nonfiduciary assets, deferred ocutflows of resources, liabilities, and
deferred inflows of resources, with the difference reported as net
position. Net position is reported in the following categories.

Net investment in capital assets consists of capital assets, net of
accumulated depreciation and reduced by outstanding balances for
bends, notes and other debt attributable teo the acguisition,
construction or improvement of those assets.

Restricted net position results when constraints placed on net

position use are either externally imposed or imposed by law
through constituticnal provisions or enabling legislation.

12



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

The Statement of Activities presents a comparison between direct
expenses and program revenues for each function of the school
district’s governmental activities, Direct 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
gervices offered by the programs and (b) grants and contributions that
are restricted to meeting the operational or capital requirements of a
particular program. Revenues that are not classified as program
revenues, including all taxes, are presented as general revenues.

Fund Financial Statements: Separate financial statements are provided
for govermnmental funds and fiduciary funds, even though the latter are
excluded from the government-wide financial statements. Major
individual governmental funds are reported as separate columns in the
fund financial statements. &Any remaining governmental funds are
aggreqgated and reported as nonmajor governmental funds.

The school district reports the following major governmental funds:

General Fund. This is the =chool district’s primary operating fund.
It accounts for all financial resources of the gemeral government,
except those required to be accounted for in anmother fund.

Special Revenue Fund. Thig i= the school district's hot lunch
operating fund. It accounts for all financial rescurces related to
food service.

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

Capital Projects Funds. This the school district's financial
resources fund. It accounts for the acgquisition, construction,
repairs and insurance of major facilities.

The school district does not have any nonmajor governmental funds.

The school district reports the following fiduciary fund types:

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

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

Government-wide and Fiduciary Fund Financial Statements

The govermment-wide and fiduciary £fund financial statements are
reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Nonexchange transactions, in which the
school district gives (or receives) wvalue without directly receiving
jor giving) egqual wvalue in exchange, include property taxes, grants,

encitlements, and donaticns. 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 is

recognized in the fiscal year in which all eligibility requirements
imposed by the provider have been satisfied.

13




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 finmance the
program. It is the school district’'s peolicy te first apply cost-
reimbursement grant rescurces to such programs, followed by general
revenues.

Governmental Fund Financial Statements

Governmental funds are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under
thisz method, revenues are recognized when measurable and available,
Revenues are considered to be available when they are collectible
within the current year or soon enough thereafter to pay liabilities
of the current year. For this purpose, the school district considers
revenues to be available if they are collected within &0 days after
year end. All revenues are considered to be susceptible to accrual.

Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, principal and interest on long-
term debt, claims and judgments, and compensated absences are recorded
as expenditures only when payment is due. Capital asset acguisitions
are reported as expenditures in governmental funds. Proceeds of
general long-term debt and acquisitions under capital leases are
reported as other financing sources.

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

D. Budgets

Based upon available financial information and requests by the school
board, the business manager prepares the school district budget. The
budget is prepared for the general fund on the modified accrual basis
of accounting. The budget includes the proposed expenditures and the
means of financing them. All annual appropriations lapse at year-end.

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

E. Cash, Cash Equivalents and Investments

cash and cash equivalents include amounts in demand deposits, money
market accounts and certificates of deposits with original maturities
of three months or less. Deposits must either be deposited with the
Bank of North Dakota or in a financial institution situated and doing
business within this 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 egqual to 110%
of the uninsured balance.

14




State statutes authorize the school district teo invest in:

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

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

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

d. Obligations of the state.

The investments of the school district during the year ended June 30,
2019 consisted of certificates of deposit stated at cost.

F. Interfund Transactions

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.

mll other interfund transactions, except reimbursements, are
reported as transfers. Nonrecurring or nonroutine permanent
transfers of equity are reported as residual equity transfers. All
other interfund transfers are reported as operating transfers.

In the government-wide financial statements, interfund transactions
have been eliminated.

G. Capital Assets

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

Capital assets are depreciated using the straight line metheod over the
following estimated useful lives:

Buildings 50 to 80 years
Equipment 10 years
Vehicles 10 to 19 years

H. Compensated Absences

Employees can earn sick leave at the rate of 12 days per year, which
can accumulate up to 90 days for 201%. Upon termination, unused sick
leave is paid at a rate of $20 per day. Additionally, certain office
employees accrue up to ten days of vacation each year, which would
be paid at their current pay rate upon termination.
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I. Neoncurrent Obligations

In the government-wide financial statements, noncurrent obligations
are reported as liabilities in the governmental activities Statement
of Net Position. Bond premiums or discounts are capitalized and
amortized over the term of the related cbkligation. Bond issuance
costs are recorded as expenditures when paid.

Long-Term Debt

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

Fensions

For purposes of measuring the net pension liability, deferred
outflows of resources and deferred inflows of resources related to
pensions, and pension expense, information about the fiduciary net
position of the Teachers’ Fund for Retirement (TFFR} and the North
Dakota Public Employees Retirement System (NDPERS), and additions
to/deductions from TFFR's and NDPERS' fiduciary mnet position have
been determined on the same basis as they are reported by TFFR and
NDEERS. 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.

Other Post Employment Benefit (OPEB)

For purposes of measuring the net OPEB liability, deferred ocutflows
of resources and deferred inflows of resources related to OPEB, and
OPEE expense, information about the fiduciary net position of the
Morth Dakota Public Employees Retirement System (NDPERS) and
additions to/deductions from NDPFERS' 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 Equity

Governmental funds utilize a fund balance presentation for eguity.
Fund balance is categorized as non-spendable, restricted, committed,
assigned or unassigned.

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

Restricted Fund Balance - ©represents amounts with external
constraints placed on the use of these rescurces (such as debt
covenants, grantors, other governments, etc.) or impoged by enabling
legislation.

Committed Fund Balance - represents amounts that can only be used
for specific purposes imposed by a formal action of the school
district’'s highest level of decision-making authority, the school
board. Committed resources cannot be used for any other purpose
unless the school board removes or changes the specified use by the
same type of action previously used to commit those amounts, either
by resolution or by ordinance.
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NOTE 2:

NOTE 3:

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

purpose.

K. Use of Estimates

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

CASH, CASH EQUIVALENTS AND INVESTMENT TNCOME

Unrestricted cash is awvailable for general operating purposes.
Restricted cash is held for a specific purpose and is not available
for general use.

Interest rate risk:

In accordance with its investment policy, the school district invests
its operating funds primarily in short term certificates of deposit
and limits the average maturity in accordance with the school
district's cash regquirements and to manage exposure to fair wvalue
losses arising from interest rate changes.

Credit risk:
State statutea limit the school distriet's investment choices as
listed in Note 1-E.

Custeodial credit risk:

Statutes reguire the market walue of collateral pledged must equal
110% of the deposits not covered by insurance or bonds. During the
year audited, school deposits were adegquately protected by insurance
or collateral.

Investment income:
Mon-operating investment income, primarily interest income, for the
year ended June 30, 201% was §3,067.15.

TAXES RECEIVAELE

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

The county treasurer acts as an agent to collect property taxes levied

in the county for all taxing authorities. Any material tax
collections are distributed after the end of each month.
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NOTE 4:

NOTE 5:

NOTE &:

NOTE 7:

Property taxesz are levied as of January 1. The property taxes attach
az 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 is allowed if all taxes and special
assessments are paid by February 15. After the due dates, the bill
becomes delinquent and penalties are assessed. Most property owners
choose to pay property taxes and special assessments in a single
payment on or before February 15 and receive the discount on the
property taxes.

DUE FROM LOCAL SCOURCES

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

DUE FROM STATE GOVERNMENT

The amount due from state government consists of vocational
education and Building Tomorrow's Leaders Grant for June 30, 2019.

DUE FRCOM FEDERAL SQURCES

The amount due from federal sources conaista of amounts due from Title
I for June 30, 2019.

CAPITAL ASSETS

The following is a summary of changes in capital assets for the years
ended June 30, 2015:

Balance EBalance

Goevarnmental Activities: 74153018 Tacceadas Delecions 5 /30//2018
Capital Assets Not Being
Depraciated;
Lapd -] 28,000, .00 5 = 3 - £ 28,000 .00
Total Capieal hssacs Hot

Balng Depreciated Za,a00.00 - 48, 000 .00
Capical Assets Being
Deprecisted:
Duildings & Egquipmentc 6,10%, 4015 82 - &,105,015.82
Vehlicles E01, 374 .00 - [E0,200.90) 451, T4 .40
Total Capleal Assecs

Balng Depreciaced G, 610 %85 _8F - (80,200.040) 6,560, 785.83
Lass Accumulated
Deprecisted for:
Buildinga & Equipment B23,534 .87 105,550, 24 - 933,485.61
Vehlicles 364,211 .08 12, B0L .04 [a4,555.35) I42, 45681
Total Accusulaced Depreciacion 1,180,145 73 128,351 .58 (44,5585 29) 1,271, 5942. 42
Tetal Caplital Assers

Being Deprecisted, Net 5,423, 844.05 A1aW, 351 .98} 15, 644 .71) 5,308, ReT 40
Capital Assets, MNet g 5,450 844.405% 5 {1im,351.98} &8 {5, 644.71) § &, W16, G47.40
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NOTE B8:

NOTE 9:

NOTE 10:

Depreciation expense was charged to functions/programs of the school
district as follows:

Year Ended

June 30, 2013
Governmental hActivities:

Regular Programs ] 105,550.94
Transportation 22,801.04
Total Depreciation-

Governmental Activities 5 128,351.98

ACCOUNTS PAYABLE AND SALARIES RND BENEFITS PAYABLE

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

The salaries and benefits payable consists of amounts owed teo the
district’s pension plans and amounts owed for flex spending and
medical insurance at June 30, 2019.

DEFERRED OUTFLOWS AND INFLOWS OF RESQURCES

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

Deferred inflows and outflows on the school district’'s statement of
net position are related to the determination of the school district's
net pension and OPEE liabkility and pension and OPEE expense, as
detailed in Note 13 and 14.

Deferred inflows of resources on the fund financial statements consist
of amounts for which asset recognition criteria have been met, but for
which revenue recognition criteria have not been met. Under the
modified accrual basis of accounting such amounts are measurable but
not available. The school district’s only deferred inflow of financial
regources on its fund financial statements is uncollected property
taxes, which are not expected to be collected within the allotted 60
day time period after year end in order to qualify as available under
the school distriect's peolicy.

NONCURRENT LIABILITIES

During the year ended June 30, 2019, the following changes occurred in
liabilities reported in long-term liabilities:

Balance Balance Current
771/20148 Additions Deleclons 6302019 Porticn
General Obligarion School
Bullding Bonds £ 3,744, 6B8.30 ] - H 315,146.21 § 3,529.542.09 7 215,355,665
Compensated Absences 26,730.72 B, 195,37 = 14, 916.69 ¥
Total 5 3,771,419.403 & B8,195.97 § 215,146,321 5 3,GE4 46278
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General Obligation School Building Bonda, Series 2014 B

On December 1, 2014, the school district approved the issuance of
$3,150,000.00 General Obligation School Building Bonds, Series 2014B,
for the purpose of constructing, remodeling, improving and equipping
school buildings and to make site improvements to school property. The
bonds are dated December 1, 2014, with annual payments of $174,558.24
including interest at 1%. The final payment is on June 1, 2034. The
bond proceeds are included in the Capital Projects Fund and will be
paid for by the Debt Service Fund, and are payable from the levy of
general obligation ad wvalorem tax against all the taxable property
located within the district, The net proceeds included a bond premium
of 54,863.00. The premium was capitalized and is being amortized to
interest expense on a straight-line basis (as the difference between
straight-line and effective interest method was immaterial). The
amount amortized in the current year was $243.15.

Outstcanding debt at June 30, 2019 consists of the following issues:

$1,350,000.00 general obligation schogol building bonds,

series 2014 due in annual installments ranging from

£94,480.00 to 5%5,497.50, including interest, through

Auqust 1, 2033; interest ranges from 0.5% to 3.5% and

is paid semi-annually. 5 1,110,000.00

£3,150,000.00 general chligation school building bonds,
series 2014B, due in annual installments of $174,558.24,

ingluding interest through June 1, 2034; interest is at 1%. 2,419,542.08
Total 3,5259,542.09
Current Portion {215,355.65)
Net Long-Term Portion 5 3,314,186.44

Future payments on long-term debt are as follows:

Year Ending B Bond Payable

June 30, Principal Interestc Total
2020 b 215,355.65 £ 53,5456.34 5 268,901.595
2021 216,8559.21 50,840.29 267,699.50
2022 218,377.80 48,11%9.19 266,496.33
2023 21%;911 .58 45,382 .92 265,294.50
2024 226,.460.69 42,585.05 265,045 .74

2025-202% 1,166,087.84 163,763 .36 1,329,851.20

2030-2034 l,266,489.32 63,009.78 1,329,499.10

5 3,529,542.09 § 467,246.93 $ 3,996,789.02
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NOTE 1l:

NOTE 12:

NOTE 13:

FUND BALANCE

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

Spocial Dbt Capital
General Eevenue Service Projecta Total

Fund Balances:
Rastricted

Bond Security Fund -4 = 5 c 3 L73,636,12 3 - & 173,636.12

Capltal Projects - - : 164,278,395 164,278.99
Committed

Food Service - 35,081 02 - - 38, 081,02
Uoasaigned 335,574.27 - - . 335,574.27

-] 335,574._37 § 38,081.02 3§ 173,636.12 3% 164,276.33 & 711, 57040

RISK MANAGEMENT

The Westhope Public School District No. 17 is exposed to various risks
of loss relating to torts; theft of, damage to, and destruction of
asgets; errors and omissiens; injuries to employees; and natural
disasters.

In 1986, state agencies and political subdivieions 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 Westhope Public School District No.
17 pays an annual premium to NDIRF for its general liability, auto,
and inland marine insurance coverage. The coverage by NDIRF is
limited to lossesz of two million deollars per occurrence.

The Westhope Public School Distriet No. 17 also participates in the
North Dakota Fire and Tornado Fund and the State Bonding Fund. The
Westhope Public School District No. 17 pays an annual premium to the
Fire and Tornade Fund to cover property damage to buildings and

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

insurance carrier for loases in excess of one million dollars per
occurrence during a l2-month period. The State Bonding Fund currently
provides the political subdivision with blanket fidelity bond coverage
in the amount of %645,101.00 for its employees. The State Bonding
Fund deoes not currently charge any premium for this coverage.

The Westhope Public School District No. 17 has insurance with 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 fiscal years.

PENSION PLANS

The school district has two employee pensicn plans, the North Dakota
Teachers’' Fund for Retirement (TFFR) and the HNorth Dakota Public
Employees Retirement System (NDPERS).
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North Dakota Teachers’ Fund for Reatirement

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 is 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 Governor. The
appointed members serve five-year terms which end on June 30 of
alternate years. The appointed Board members must include two active
teachers, one active school administrator, and two retired members.
The TFFR Board submits any necessary or desirable changes in
gtatutes relating to the administration of the fund, including
benefit terms, to the Legislative Assembly for consideration. The
Legislative Assembly has final authority for changes to benefit
terms and contribution rates.

Pension Benefits

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

Tier 1 Grandfathered

A Tier 1 grandfathered member is entitled to receive unreduced
kenefits 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 credit equals or excesds 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 as of which age plus service equal 85. In
either case, benefits may not exceed the maximum benefits specified
in Section 415 of the Internal Revenue Code.

Pension benefits paid by TFFR are determined by MNDCC Section 15-
39.1-10. Monthly benefits under TFFR are equal to the three highest
annual salaries earned divided by 36 months and multiplied by 2.00%
times the number of service credits earned. Retirees may elect
payment of benefits in the form of a single life annuity, 100% or
S0% joint and survivor annuity, ten or twenty-year term certain
annuity, partial lump-sum option or level income with Soccial
Security benefits. Members may alsc gualify for benefits calculated
under other formulas.
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Tier 1 Non-grandfathered

A Tier 1 non-grandfathered member is entitled to receive unreduced
benefits when three or more vears 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 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 &0/Rule
of %0 or age 65. In either case, benefits may not exceed the maximum
benefite specified in Section 415 of the Internal Revenue Code.

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

Tier 2

& 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 i=s no longer employed as a teacher and the
member has reached age 65, or has reached age 60 and the sum of age
and years of service credit equals or exceeds 30. 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 %0 or age &5. Imn
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 MNDCC 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% dJoint and survivor annuity, ten or twenty-year term certain
annuity, partial lump-sum option or level income with Sccial
Security benefits. Members may alsc gqualify for benefits calculated
under other formulas.

Death and Disability Benefits

Death benefits may be paid to a member's designated beneficiary. If
a member's death occurs before retirement, the benefit options
available are determined by the member’s westing 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 disabkility benefits when:
(a) a total disability lasting 12 montha or more does not allow the
continuation of teaching, (b) the member has accumulated five years
of credited service in North Dakota, and (c¢) the Board of Trustees
of TFFR has determined eligibility based upon medical evidence. The
amount of the disability benefit is computed by the retirement
formula in NDCC Section 15-39,1-10 without consideration of age and
uses the member's actual years of credited service. There is no
actuarial reduction for reason of disability retirement.
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Member and Employer Contributicons

Member and employer contributions paid to TFFR are set by NDCC
ZSection 15-359.1-08. Every eligible teacher in the State of North
Dakota iz 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 intc TFFR a sum
equal to 12.75% of the teacher's salary. Member and employer
contributions will be reduced to 7.75% each when the fund reaches
100% funded ratio on an actuarial basis.

A wvested member who terminates covered employment may elect a refund
of contributions paid plus 6% interest or defer payment until
eligible for pension benefits. & non-vested member who terminates
covered employment must claim a refund of contributions paid before
age 70%. Refunded members forfeit all service credits under TFFE,
Thegse s=zervice credits may be repurchased upon return to covered
employment under certain circumstances, as defined by the NDCC.

North Dakota Public Employees Retirement System (Main System)

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

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

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

Pension Benefits

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

monthly pension benefits beginning when the sum of age and years of
credited service equal or exceed 85 (Rule of 85), or at normal
retirement age (65). For members hired on or after January 1, 201s
the Rule of B85 will be replaced with the Rule of 50 with a minimum
age of 60. The monthly pension benefit is egual to 2.00% of their
average monthly salary, using the highest 36 months out of the last
180 months of service, for each year of service, The plan permits
early retirement at ages 55-64 with three or more years of service,.

Members may elect to receive the pension benefits in the form of a
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.
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Death and Digsability 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 egual tc the wvalue of the member’'s
accumulated contributions, plus interest, is paid to the member's
beneficiary. If the member has earned more than three years of
credited =ervice for the Main System, the surviving spouse will be
entitled to a single payment refund, life-time monthly payments in
an amount edqual to 50% of the member’'s accrued normal retirement
benefit, or monthly payments in an amount equal to the member’'s
accrued 100% Joint and Survivor retirement benefit if the member had
reached normal retirement age pricr to date of death. If the
surviving spouse dies before the member’'s accumulated pensicn
benefits are paid, the balance will ke payable to the surviving
spouse’'s designated beneficiary.

Eligible members who become totally disabled after a minimum of 180
days of service, receive monthly disability benefits equal to 25% of
their final awverage salary with a minimum benefit of £100. To
gqualify under this section, the member has to become disabled during
the period of eligible employment and apply for benefits within one
year of terminatiom. The definition 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 opticon of
applying for a refund or can remain as a terminated wvested
participant. If a member terminated and withdrew their accumulated
member contribution and is subsegquently reemployed, they have the
cption of repurchasing their previous service,

Member and Employer Contributions

Member and employer contributicons paid to NDPERS are set by statute
and are establiched 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 egual 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 montha of service - Greater of two percent of
monthly salary or $25

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

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

of monthly salary or $25

Pension Liabilities, Pension Expense, and Deferred outflows of
Resocurces and Deferred Inflows of Resources Related to Pensiconaz (All
Plansg)

At June 30, 201%, the school district reported a total liability of
82,536,339.00 (3$2,082,575.00 for its proportionate shavre of TFFR's
net pension liability and $453,764.00 for its proporticnate share of
NDFERS’ net pension liability). The net pensicon liagbilities for both
plans were measured as of July 1, 2018, and the total pension
liability wused to calculate the net pensicn liability for each plan
was determined by an actuarial wvaluation as of that date.
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For TFFR, the school district's proportion of the net pension
liability was based on the school district's share of covered
payroll in the pension plan relative to the covered payroll of all
participating TFFR employers. At July 1, 2018, the school district's
proportion related to TFFR was 0.15624% percent, which was a
decrease of 0.007969 percent from its proportion measured as of July
1, 2017.

Eelated to NDPERS, the school district's proportion of the net
pension liability was based on the school district's share of
covered payroll in the Main System pension plan relative to the
covered payroll of all participating NDPERS Main System employers.
At July 1, 2018 the school district's proportion related to NDPERS
wag 0.0268B8 percent, which was a decrease of 0.000527 percent from
its proportion measured as of July 1, 2017.

For the year ended June 20, 2019 the school distriect recognized
total pension expense of 5$244,674.00, (5173,054.00 related to TFFR
and 571,620.00 related to NDPERS). At June 20, 2019 the school
district reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

[ TFFR ] [ HOFERS 1 1 TOTAL |
Dafacred DeferTed Deferred Defarced Talarcad Doferred
autflows af tnflons af ducflows of Intlows of Dt fows of Inflows of
FescurTes Hhi s Ead ML TR RESCUrCES Eesources Aoy roes

pifferences berween

sapected and actiusl

experisnce 5 5,653, 08 § W0, ka0.00 5 1,:bL._09 & 15,.438.%0 k] 6,853.%0 § T, 9700
Changes of assuspticn Lik, 725,08 - 163,79% .06 6, 4TT.00 IPE,5da. 00 E,4T7.00
Het difference bebwesen

projecced and accual

marmings om penelon

rlan lEvescments - 7,200,008
Changes fn peoporclon and

differences petween

digreisr contribucions

and proport bonate

share of cootribations 53, 838.05 13%, EdX. 00 5,295, 00 2. 15400 5§.137.90 189, 87L.00
oigtrict conrribarions

subsequent to the

msdEUrGnEnC dace 141,473, 34 e 1w SE3.1% £ 169,856, 39 =

Tocal & 315, 6TH, 34 $ F07,822.00 § 1@y, 682,15 g 4d,317.00 3 G5, 360 .39 3§ 347,03%.02

B

20E .0 2 B.400.00

$160,856.39 (%$141,473.24 from TFFR and §19,383.15 from NDPERS)
reported as deferred outflows of resources related to pensions
resulting from the school district's contributions subseguent to the
measurement date will be recognized as a reduction of the net
pension liability in the year ended June 30, 2020.

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

TFFR NODFPERS TOTAL
Year Ended June 30:
201% 5 B7,131.00 5 43,465.00 £ 100,596.00
2020 28,018.00 37,.368.00 65,386.00
2021 {23,053.00) 28,196 .00 5,143.00
2022 {47,468 00) l16,468.00 {31,000.00]
2023 (23,292,00) 485 .00 (22,807.00)
Thereafter [20,653.00) = {20,653.00)
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Actuarial assumptions:

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

TFFE ROFERS
Inflacion Z.75% Z.50%
Salary Increases 4,25% o 14.50%, varying by service, Gee Balow
including inflation and praduceiwvicy
Investment rate of return T.75%, nat of invesoment expeEnses 7,75%, met of lovescmsnt expensess
Cost-of-living adjusocmants  Hope Hone

HDFERS Salary Increasss:

Earvice at Beginmning Increags Facm:
of Year:
o 15, 00%
] 10.00%
2 E.00%
hga
tnder 39 10.00%
36-35 T_50%
40-49 &.75%
S0-55 6.50%
&0+ 5.,25%

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

TFFR specific actuarial assumptions:

For active and inactive members, mortality rates were based on the
RP-2014 Employee Mortality Table, projected generationally using
Scale MP-2014. For healthy retirees, mortality rates were based on
the RP-2014 Healthy Annuitant Mortality Table set back one year,
multiplied by 50% for ages under 75 and grading up to 100% by age
80, projected generationally wusing Scale MP-2014. For disabled
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
valuation for TFFR.

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

added explicit administrative expense assumption, equal to prieor

year administrative expense plus inflation.

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

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

generational improvement.

- & % &
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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 ratea of return by the target asset allocation percentage and
by adding expected inflation. Best estimates of arithmetic real
rates of return for each major asset class included in the Fund's
target asset allocation as of July 1, 2018 are summarized in the
following tables:

Asset Class Target Allocation Long-Term Expected Real
Rate of Return
Global Eguities SB% 6.7%
Global Fixed Income 23% 1.5%
GZlobal Real RAssets 18% 5.1%
Cash Equivalents 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
cach 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 te fund
benefits of current plan members and their beneficiaries are
included. Projected employer contributions that are intended to fund
the service costs of future plan members and their beneficiaries, as
well as projected contributions from future plan members, are not
included. Based on those assumptions, the pension plan's fiduciary
net pogsition was projected to be available to make all projected
future benefit payments for current plan members as of July 1, 2018,
Therefore, the long-term expected rate of return on pensicon plan
investments was applied to all periocds of projected benefit payments
to determine the total pension liability as of June 30, 2018.

NDPERS specific actuarial assumptions:

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

The long-term expected rate of return on pension plan investments
wag determined using a building-block method in which best-estimate
ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are 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 tables:

haset Class Target Allocarcion Long-Term Expacted Real
Ratea of Return
Domestic Equicy 30% 6.05%
Internaticnal Egquity Z1% E.T71%
Private Bguity 7% 10.20%
Domestic Fixed Income 23% 1.45%
International Fixed Income 0% 0.00%
Global Eeal hssetg 19% 5_11%
Cash Equivalents o% o.00%
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Discount rate. For PERS, GASE Statement No. &7 includes a specific
requirement for the discount rate that is used for the purpcse of
the measurement of the Total Pension Liability. This rate considers
the ability of the System to meet benefit cbligations 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 [ixed
rate contributicns are assumed to be made in each future year. The

Plan Net Position {assets) in future vyears <an then be determined
and compared to its obligation to make benefit payments in those
yvears. 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 is 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 periocds. 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 mwunicipal bond rate based on an
index of 20-vear general chligation bonds with an awverage AR credit
rating as of the measurement date (to the extent that the
contributions for use with the long-term expected rate of return are
not met) .

For the purpose of this wvaluation, the expected rate of return on
pension plan investments is 7.75%; the municipal bond rate is 3.62%;
and the resulting Single Discount Rate is 6£.32%.

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

The following presents the achool district's proportionate share of
the net pension 1liability calculated wusing the current discount
rates for TFFR and NDPERS., as well as what the school district's
proportionate share of the net pensicn liability would be if it were
calculated using a discount rate that is I-percentage-peoint lower or
l-percentage-point higher than the current rate:

District's Properticnate Share of Net Pension Liability
Current Discout

1% Decrease (£.75%) Rate (7.75%) 1% Increase (B.75%)
TFFR & 2,812, 079.00 5 2,0B2,575.00 & 1,475,855.00
1% Decrease (5.32%] Rate (§.32%) 1% Increase (7.32%)
NDPEERS 5 6l6,581 .00 5 453,764 .00 5 317,853.00

Pension plan fiduciary net position. Detailed information about the
pension plan's fiduciary net position is available in the separately
iggued TFFR and WNDPERS financial reports.

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

259




NOTE 14: Other Post Employment Benefits (OPEB)

North Dakota Public Employees Retirement System

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

NDPERS OPEB 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 «c¢redit is also
available to apply towards monthly premiums under the state dental,
vigion and long-term care plan and any other health insurance plan.
The Retiree Health Insurance Credit Fund is advance-funded on an
dctuarially determined basis.

Regpongibility 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 0Officer; three members elected by the active membership of
the MNDPERS system, one member elected by the retired public
employees and two members of the legislative assembly appointed by
the chairman of the legiglative management.

OPEE Benefits

The employer contribution for the PERS, the HPRS and the Defined
Contribution Plan 1is set by statute at 1.14% of covered
compensation. The employer contribution for employees of the state
board of career and technical education 1= 2.59%% of covered
compensation for a period of eight years ending October 1, Z2015.
Employees participating in the retirement plan as part-
time/temporary members are reguired teo contribute 1.14% of their
covered compensation to the Retiree Health Insurance Credit Fund.
Emplovees purchasing previous service credit are also required to
make an employee contribution to the Fund. The benefit amount
applied each wvyear is shown as “"prefunded credit applied"” on the
Statement of Changes in Plan Net Position for the OPEBR trust funds.

Retiree health insurance credit benefits and death and disability
benefits are set by statute. There are no provisions or policies
with regpect 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 qjudges 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 receiwve a credit toward their monthly health insurance premium
under the state health plan.

Effective July 1, 2015, the credit is also awvailable to apply
towards monthly premiums under the state dental, wvision and long-
term care plan and any other health insurance plan. The benefits are
equal to 55.00 for each of the employee’'s, or deceased employee's
years of credited service not to exceed the premium in effect feor
selected coverage. The retiree health insurance credit is also
available for early retirement with reduced benefits.
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OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources
and Deferred Inflows of Resources Related to OFEB

At June 30, 2019, the school district reported a liability of
519,881.00 for its proportionate share of the net OPEB liability.
The net OPEE liability was measured as of July 1, 2018, and the
total OPEB liability used to calculate the net OPEE liakility was
determined by an actuarial wvaluation as of that date. The school
district'as proportion of the net OPEB liability was based on the
school district's share of covered payroll in the OPEB plan relative
to the covered payroll of all participating OFEE employers. At July
1, 2018 the school district's proportion was 0.025244 percent which
was a decrease of 0.000625 from the prior year.

For the vyear ended June 30, 201%, the school district recognized
OPEB expense of 52,261.00. At June 30, 2019, the school district
reported deferred outflows of resources and deferred inflows of
resources related to OPEB from the following sources:

| OPEER |
Deferred Deferred
Outflows of Inflows of
ReSources Regsources
Differences between
expected and actual
experisnce g 5%6.00 § 411.00
Changes of assumption 1,631.00 -

Het difference between

projected and actual

earnings on OFPEB

plan investments - 428.00
Changes in proportiomn and

differences between

district contributions

and proportionace

share of contributions - 1,188.00
District contributions

subgsequent to che

measurement date 3,103,358 -

Total 5 5.330.35 g 2,027.00

55,330.35 reported as deferred ocutflows of rescurces related to OPEE
regsulting from school district contributions subsequent to the
measurement date will be recognized as a reduction of the net OPEB
liability in the year ended June 30, 2020.

other amounts reported as deferred outflows of rescurces and
deferred inflows of resources related to OPEBsg will be recognized in
OPEE expense as follows:

OFEE
Year Ended June 30:
2019 s (28.00)
2020 (28.00)
2021 (ZB.00)
2022 161.00
2023 126.00
Thereafter (3.00)
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Actuarial assumptions:

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

OFEB
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 S5SA 2014 Intermediate Cost scale from 2014.
For disabled retirees, mortality rates were based on the RP-2000
Disabled Mortality Table set back one year for males (no setback for
females) multiplied by 125%.

The long-term expected investment rate of return assumption for the
RHIC fund was determined using a building-block method in which
best-estimate ranges of expected future zreal 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 allccaticn
percentage and by adding expected inflation. Estimates of arithmetic
real rates of return, for each major asset class included in the
RHIC's target asset allocation as of July 1, 2017 are summarized in
the focllowing table:

Raset Class Target Allocation Long-Term Expected Real
Rate of Return
Large Cap Domestic Equities IT% 7.15%
Small Cap Domestic Eguities 5% 14.42%
International Egquities 14% 8.83%
Core-Plus Fixed Income 40% 0.10%

Discount rate. The discount rate used to measure the total OPEB
liability was 7.75%. 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 egual to those based on
the July 1, 2018, and July 1, 2017, HPRS actuarial waluation
reports. For this purpose, only employer contributicns 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 pericds of projected benefit payments to
determine the total OPEE liability.
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HOTE 15:

NOTE 16&:

NOTE 17:

Sensitivity of the school district'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 of
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 l-percentage-point higher (8.5 percent) than the current rate:

Current Discount
1% Decrease (6.50%) Rate (7.50%} 1% Increase (B.50%)
OPEB s 25,155.00 5 19,881.00 s 15,361.00

TRANSFERS

The general fund transferred $19,650.00 to the capital projects fund
to pay for improvements and special revenue fund transferred $9,955.41
to the general fund to pay for expenses.

EXCESS OF ACTUAL EXPENDITURES OVER BUDGET

Expenditures exceeded budget in the general fund by $82,083.05 for
June 30, 2019%. HNo remedial action is anticipated or reguired by the
school district regarding these excess expenditures.

TAX ABATEMENTS

The school district and political subdivisions within the county can
negotiate property tax abatement agreements with individuals and
various commercial entities/businesses. The sgschool district and the
political subdivisions within have the following types of tax
abatement agreements with various individuals and commercial entities
at June 30, 2019.

The county will state individually the parties who received a benefit
of the reduction in taxes of 20% or greater when compared to the total
reduction of taxes for all tax abatement programs.

Public Charity Exemption

Public charities are eligible for property tax incentives if they meet
state reguirements (NDCC 57-02-08 (8))] and the guidelines stated
below. The following criteria are only guidelines.

211 buildings belonging to institutions of public charity, including
public hospitals and nursing homes licensed pursuant to section 23-16-
01 under the control of religious or charitable institutions, used
wholly or in part for public charity, together with land occupied by
such institutions not leased or otherwise used with a view to profit.
The exemption provided by this subsection includes any dormitory,
dwelling, or residential-type structure, together with necessary land
on which such structure igs located, owned by a religious or charitable
organization recognized as tax exempt under section 501(c)(3) of the
United States Internal Revenue Code which is occupied by members of
said organizaticn who are subject to a religious vow of poverty and
devote and donate substantially all of their time to the religious or
charitable activities of the owner.
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NOTE

18:

Exemption Criteria

Property is exempt if the gualified facility is used wholly or in part
for public charity, together with the land occupied Ly such
institutions not leased or otherwise used with a view to profit.

2019 Reduction in Taxes — Due to Agreements with Other Entities

The total program reduction in taxes is not a material amount.

SUBSEQUENT EVENTS

The =chool district has evaluated subsequent events through February
4, 2020, the date which the financial statements were available to be
iggued.
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WESTHOFE

FUBLIC SCHOOL DISTRICT NO. 17
Westhope, North Dakota

BUDGETARY COMPARRISON SCHEDULE-GENERAL FUND

Revenues:
Local Sources
State Sources
Federal Sources
Other Sources

Total Revenues

Expenditures:

Current :

Regular Programs
Special Education
Vocational Education
Federal Programs
District Wide Services
Administration
Operations and Maintenance
Food Services
Transportation

Student Activities

Total Expenditures
Excess (Deficiency) of

Revanues Over (Under)
Expenditures

Qther Financing Sources (Useg)!:

Transfers In
Transfers Out

Total Other Financing
Sources (Uses)

Net Change in Fund Balance

Fund Balance - July 1

For the Year Ended Jume 30, 2019
Original Variance
and Final Positive
Budget Actual (Negative)
T04,745 .26 732,756.99 =] 28,011.73
1,480,052.09 1,474,588.91 (5,463 .18)
T4,304.95 68, 705.45 (5,599.54)
= 16,591.58 16,591.58
2,259,102.34 2,292,642.93 33,540.59
1,188,928.07 1,203,862.32 [14,934.25)
143,259,581 174,754.49 [31,454.58)
124 ,027.82 122,238,465 1,78%9.17
74,304.895 66,041.05 8,263.594
24,375.66 7,442 .47 16,933.189
298,103.40 315,526.48 (17,823.08)
227,259,596 224 ,316.78 2,943.18B
63,513.73 62,465 .83 1,047.590
117,203,111 138,138.89 (20,935.78)
BO,325.589 108,157.93 (27,872.34)
2,341,301.84 2,423,384.89 (82,083.05)
(82,199.50) {130,741.96) (48,542 .48)
- 9,5995.41 9,995.41
= (1%,650.00) {19,650.00)
- {9,654 .59) {9,654.59)
(82,199.50) (140,396.55) {58,197 .058)
475,970.82 475,970, 82 =
393, 771.32 ) 335,574.27 ] {58,197.05)

Fund Balance - June 30

See accompanying notes to required supplementary information.
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WESTHOPE PUBLIC SCHOOL DISTRICT NO. 17
Westhope, North Dakota

SCHEDULE OF DISTRICT'S SHARE OF HET FEMSION LIABLILITY
LAST 10 FISCAL YEARS*

Ag of and for the Year
Ended June 30,

HD Teachers' Fund for Retirement: 2019 2018 2017 2016 2015
1. Distriect's proportion of the net

pengion liability (asaet) 0.156249% 0.164218% 0.164356% 0.172149% 0.161311%
2. District's proportionate share of

the net penaion liability {asaet} % 2,082,575.00 % 2,255,5R81.00 5 2,407,590%.00 5 2,251,460.00 5 1,690,253 .00
3. District's covered-employee payroll % 1,062,194,.00 % 1,108,427,.00 % 1,067,860,.00 § 1,058,838.00 $  915,687.00

4. District's proportionate share of
the net pension liability (asset) a= a

percentage of its covered-employes payroll 196.06% 203.49% 225.49% 212.62% 180.64%
5. Plan fiduciary net position as a percentage
of the total pension liability 65 .50% 63 .20% 5% . 20% 62.10% GG . G0%

As of and for the Year
Ended June 30,
HND Public Employees Retirement System: 20159 2018 2017 2016 2015

1. Diatrict's proportion of the net

pension liability [asset) 0.026A88% 0.027415% 0.02B052% 0,030510% 0.028166%
2. District's proportionate share of

the net pensicn liability (asset) & 453,764 .00 & 440,649 _00 5 273,394 .00 5 207,463 .00 k4 178, 776 .00
3. District's covered-employee payroll -] 276,221.00 5 279,861.00 5 282,701.00 § 271,804.00 -] 237,266.00

4. District's proportionate share of
the net pensgion liability (asset) as a

percentage of its covered-employee payroll 164.28% 157.45% 96.71% 76.33% 75.35%
5. Plan fiduciary net position as a percentage
of the total pension liability 62.80% 61.598% 70.46% 77.15% T .T0%

* (Complete data for these schedules is not avallable prior teo 2015, The amounts presented
for each fiscal year have a measurement date of the previous fiscal year end.

See accompanying notes to reguired supplementary information.
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WESTHOPE PUBLIC SCHOOL DISTRICT HNo. 17
Westhope, MNorth Dakota

SCHEDULES OF DISTRICT'S CONTRIBUTIOMS
LAST 10 FISCAL YEARS*

As of and for the Year
Ended June 30,

RN e e
HE I B B B B B G O G BN B R B I B O G =

MD Teachers' Fund for Eetirement: 2018 2018 2017 2016 2015
statutorily required contribution 5 135,430, 00 5 141,324.00 3 136,152.00 | 135,003.00 100,586, 00
contributions in relation to the statutarily

recquired contribution 5 {135,430.00) 5 {141,324.00) 5 (136,152, 00) H (135,003.00) {100, 586.00)
Contributicn deficiency [excess) - = - - -
pistrict's covered-employee payroll 5 1,062,194.00 5 1,108 ,427.00 5 1,067,860.00 5 1,058,B898.00 038, 687.00
Contribucions as a percentage of covered-employee

payroll 12.75% 12.75% 12.75% 13, 75% 10.75%

ha of and for the ¥Year
Ended June 30,

WD Public Employees Retirement System: 10189 2018 2017 2016 2015
Statutorily required contribution 5 20,345.00 g 20,294.00 § 20,467.00 § 20, 646.00 16,893.00
Contributions in relaticn to the statutorily

required contribution 5 (16,240.00) 5 (18,391,001} 5 {21,530._00) & {19,352.00) (16,893,007
Contribution deficiency (excess) g 4, 105,00 3 1,903.00 ] (1,0632.00) ] 1,294.00 -
District's covered-employees payroll £ 276,221.00 3 279,861, 00 $ 282,701.00 L 271,804.00 237, 266.00
Contributiona as a percentage of covered-employee

payroll 5.88% 6.57% 7.62% 7.12% 7.12%

* pomplete data for these schedules is not available prior to 2015,

See accompanying notes to reguired supplementary information.
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WESTHOFE PUBLIC SCHOOL DISTRICT HO. 17
Westhope, North Dakota

SCHEDULE QF DISTRICT'S SHARE OF NET QOPEB LIABILITY
ND PUBLIC EMPLOYEES RETIREMENT SYSTEM
LAST 10 FISCAL YERRS*

As of and for the Year

Ended June 34,

OFEB 2019 2018

1. District's proportion of the net
OPEB liabhility (asser) 0.025244%
2. District's proporticonate share of

the net OPEB liakilicy {asser) E 19,881.00 §
3. District's coversd-emplovee payroll 5 276,221.00 =4 2
4. District'a proportionate share of

the net OPEB ligbility (asset) as a

percentage of its covered-employee payroll 7.20%
5., PDlan fiduciary net positicon as a percentage

of the total OPEE liability 61.85%

* Complere data for these schedules is net available prior to 2017. The amounts
presented for each fiscal year have a measurement date of the previous
fiscal year end.

See accompanying notes to required supplementary information.
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WESTHOPE PUBLIC SCHOOL DISTRICT NO. 17
Westhope, Morth Dakota

SCHEDULE OF DISTRICT CONTRIBUTIONS
WD PUBLIC EMPLOYEES RETIREMENT S5YSTEM
LAST 10 FISCAL YEARS*

As of and for the Year
Ended June 30,

OPEBE 2018 2018
Statutorily reguired contribution & 3,240.00 5 3,253.00
Contributicns in relation to the statutorily

required contribution s {2,600.00) ] [2,5945.00)
Contribution deficiency {(excess) 5 640.00 5 308.00
Diatrict's covered-employee payroll ] 276,221,400 ] 273,861.00
Contributions as a percentage of covered-employee

payroll 0.594% 1.05%

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

See accompanying notes to required supplementary information.
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HOTE 1:

NOTE 2:

NOTE 3:

WESTHOPE PUBLIC SCHOOL DISTRICT NO. 17
Wegthope, North Dakota

HOTES TO REQUIRED SUFFLEMENTARY INFORMATION
For the Years Ended June 30, 20189

BUDGETARY COMPARISON SCHEDULE

Basis of Accounting:

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

means of financing them, The school district does not prepare a
budget for the capital projects fund, as state law does not regquire
a budget for that fund. Since a budget was not prepared, the

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

Relevant Dates:

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

EXCESS OF ACTUOAL EXPENDITURES OVER BUDGET

Expenditures exceeded budget by 5$82,083.05 for June 30, 2019 in the
general fund. MNo remedial action is anticipated or reguired by the
school district regarding these excess expenditures.

PENSTON PLANS

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

 TInvestment return assumption lowered from B% to 7.75%.

o Inflation assumption lowered from 3% to 2.75%.

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

¢ IHdded explicit administrative expense assumption, egqual to prior
yvear administrative expense plus inflatiomn.

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

*» Updated mortality assumption to the RP-2014 mortality tables with
generational improvement.

NDPERS Changes of Assumptions. Amounts related to NDPERS reported in
201% reflect actuarial assumption changes effective July 1, 2017 based
on the results of an actuarial experience study completed in 2015.
This includes changes to the mortality tables, disability incidence
rates, retirement rates, administrative expenses, salary scale, and
percent married assumption.
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NOTE 4:

WESTHOFE FUBLIC SCHOOL DISTRICT NO. 17
Westhope, North Dakota

NOTES TO REQUIRED SUFPPLEMENTARY INFORMATION
For the Years Ended June 30, 2019

OTHER POST EMPLOYMENT BENEFITS {OPEE)

Changes of Assumptions. Amounts reported in 2012 reflect actuarial
asgumption changes effective July 1, 2017 based on the results of an
actuarial experience study completed in 2015. This includes changes to
the mortality tables, disability incidence rates, retirement rates,
adminigtrative expenses, salary scale, and percent married assumption.
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INDEFENDENT AUODITOR'S REPORT ON INTERMAL CONTROL COVER FINANCIAT, REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED OM AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERMMENT AUDITING STANDARDS

ESchool Board
Westhope Public School Distriet No. 17
Westhope, North Dakota

We have audited, in accordance with the auditing standards generally accepted
in the United Stateg of America and the standards applicable to financial
audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the financial statements of the governmental
activities and each major fund of Westhope Public School District No. 17,
Westhope, North Dakota, as of and for the year ended June 30, 2019, and the
related notes to the financial statements, which ceollectively comprise
Westhope Public School District No., 17, Westhope, North Dakota's bhasic
financial statements and have issued ocur report thereon dated December 3,
20189.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Westhope Public School
District No. 17, Westhope, North Dakota's internal control over financial
reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our cpinions
on the financial statements, but not for the purpose of expressing an opinion
cn the effectiveness of Westhope Public School District No. 17, Westhope,
NHorth Dakota's internal. Accordingly, we do not express an opinion on the
effectiveness of Westhope Public School Distriect No. 17, Westhope, North
Dakota’s internal control.

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

A deficiency in internal control exists when the design or operation of a
control does not allow management or employees, in the normal course of
performing their assigned functicns, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in intermal control, such that there is a
reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected, on a timely
basis. We consider the deficiencies described in the accompanying schedule of
findings and responses, items 12-1 through 1%-2, to be material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Westhope Public
School District No. 17, Westhope, North Dakota's financial statements are
free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulaticons, contracts, and grant agreements,
noncompliance with which could have a direct and material effect con 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
digsclogsed no instances of noncompliance or other matters that are required to
be reported under Government Auditing Standards.

Westhope Public School District WNo. 17, Westhope, North Dakota’s Response to
Findings

Westhope Public School District No. 17, Westhope, North Dakota's response to
the findings identified in our audit is described in the accompanying
schedule of findings and respeonses. Westhope Public School District No. 17,
Westhope, Morth Dakota's response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly,
we do not express an opinion on it.

Purpcse of this Report

The purpose of this report is solely to describe the scope of cur testing of
internal control and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the entity’'s intermal control or
on compliance. Thia 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.

Lok y Jr

LERVIEK & JOHMNSON
Certified Public Accountants
Bottineau, North Dakota

February 4, 2020
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WESTHOFE PUBLIC SCHOOL DISTRICT NO. 17
Westhope, North Dakota

SCHEDULE OF FINDINGS AND RESDPONSES
For the Years Ended June 30, 2019

our audit of Westhope Public School District Ho. 17, Westhope, North Dakota
found the following material weaknegsges:

12-1

15-2

Segregation of Duties

Condition:

The Wesathope Public School District No. 17, Westhope, North Dakota, has
one person responsible for most accounting functions.

Criteria:

There should be gufficient accounting perscnnel szo duties of employees
are segregated. The segregation of duties would provide better control
over the assets of the school.

Effect:

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

Recommendation:

To mitigate the risk associated with this lack of segregation of
duties, we recommend the following:

. Financial statements, credit memos, and payroll registers should
be reviewed, analyzed, and spot-checked by a responsible
official.

. Where possible, segregate the functions of approval, posting,
cugstody of assets, and reconciliation as they relate to any
amounts which impact the financial statements.

Client Responge:

Egree. Westhope Public School District No. 17 does not have adequate
resources to obtain proper internal controls to properly segregate
duties. We will segregate duties to the extent possible.

Preparation of Financial Statements

Conditions:

The Westhope Public School District Ne. 17, Westhope, North Dakota,
does not have an internal contrel system designed to provide for the
preparation of the financial statements being audited. As auditors, we
were racuested to assist in drafting the financial statements and
accompanying notes to the financial statements. This circumstance is
not unusual in an organization of your size. It is the responsibility
of management and those charged with governance to make the decision
whether to accept the degree of risk associated with this condition
because of cost or other considerations.
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Criteria:

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

Effact:

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

Recommendation:

While we recognize that this condition is mot unusual for an
organization your size, it is important that you be aware of this
condition for financial reporting purposes. Management and the Board
gshould continually ke aware of the financial reporting of the school
district and changes in reporting reguirements.

Client Responsge:

Since it is not cost-effective for an organization our size to have
staff to prepare audit-ready financial statements, we have chosen to
hire Lervik and Johnsen P.C., a public acecounting firm, teo assist in
the preparation of the financial statements as part of their annual
audit of Westhope Public School District No. 17, Westhope, North
Dakota.
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