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INDEPENDENT AUDITOR'S REPORT

Gowverning Board
Max Public School District No. 50
Max, North Dakota

Report on the Audit of Financial Statements
Opinions

We have audited the financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of the Max Public School District No. 50, as of and for the year
ended June 30, 2023, and the related notes to the financial statements, which collectively comprise the
school district's basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, each major fund and the
aggregate remaining fund information of the school district, as of June 30, 2023, and the respective
changes in financial position for the year then ended in accordance with the accounting principles
generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United 5tates of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standaords, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the school district, and to meet our other

| ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Responsibilities of Management for the Financial Statements

| Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error,

in preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the school district’s ability to
continue as a going concern for twelve months beyond the financial statement date, including any
currently known information that may raise substantial doubt shortly thereafter.




Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgement made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e Exercise professional judgement and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

s Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the school district’s internal control. Accordingly, no such opinion
is expressed.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

s Conclude whether, in our judgement, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the school district’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the budgeting
comparison information and the schedules of employer’s share of net pension liability be presented to
supplement the basic financial statements. Such information is the responsibility of management and,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence
to express an opinion or provide any assurance,




Management has omitted the management's discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. Our opinion on the basic financial statements is not affected by this missing information.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the school district’s basic financial statements. The combining nonmajor fund financial
statements and the schedule of fund activity arising from client transactions are presented for purposes
of additional analysis and are not a required part of the basic financial statements.

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 2,
2024 on our consideration of the school district’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the school district’s internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in considering
the school district’s internal control over financial reporting and compliance.

Catt and. Pledorec

Rath and Mehrer, P.C.

Bismarck, North Dakota

February 2, 2024




MAX PUBLIC SCHOOL DISTRICT NO. 50
Max, North Dakota

Statement of Net Position
June 30, 2023

Governmental
Activities
ASSETS:

Cash and Investments 2,224,063.09
Taxes Receivable 56,849 36
Due from County Treasurer 2,3659.49
Intergovernmental Receivables 116,8593.595

Capital Assets {net of accumulated depreciation):
Buildings 2,563,017.00
Vehicles 284,367.00

Total Capital Assets
Total Assets

DEFERRED OUTFLOWS OF RESOURCES:

Changes in Resources Related to Pensions 1,174,983.00
LIABILITIES:
Salaries and Payroll Benefits Payable 187,016.10
Interest Payable 10,016.16
Long-Term Liabilities:
Due Within One Year:
G.0. 5chool Construction Loan Payable 62,714.63
Revenue Bonds Payable 90,000.00
Due After One Year:
G.0. School Construction Loan Payable 637,474.28
Revenue Bonds Payables 1,245,000.00
Met Pension Liability 3,341,309.00

Total Lizbilities

DEFERRED INFLOWS OF RESOURCES:

Changes in Resources Related to Pensions 617,622.00
MNET POSITION:

Met Investment in Capital Assets £12,195.09

Restricted for:
Special Purposes 174,442 B8
Food Services 10,273.03
Student Activities 79,309.58
Capital Projects 478,594.55

Unrestricted

Total Net Position

2,847,384.00

5,247,559.89

5,573,530.17

{1,323,430.41)

231,390.72

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




MAX PUBLIC SCHOOL DISTRICT NO. 50
| Max, North Dakota

‘ Statement of Activities
For the Year Ended June 30, 2023

Met (Expense)
Revenue and
Changes in

Program Revenues Met Position

Charges for Operating Grants Governmental

Expenses Services and Contributions Activities
Governmental Activities:
Regular Instruction 1,297,852.39 200.00 (1,257,652.39)
Federal Programs 187,880.05 181,840.05 {6,040.00)
Special Education 363,516.67 535296 11,965.44 (346,198.27)
Vocational Education 5,426.97 32,410.15 26,983.18
District Wide Services 110,860.12 16,165.11 {94,695.01)
Administration 317,852.97 (217,852.97)
Operations and Maintenance 343,861.28 {343,861.28)
Student Transportation 259,837.89 249.316.26 {10,521.63)
Student Activities 293,774.56 125,844.84 (167,929.72)
Community Service 7,068.66 (7,068.66)
Food Services 207,703.27 50,191.49 97,126.61 (60,385.27)
Interest on Long-Term Debt 70,834.86 (70,834.86)
Unallocated Depreciation 107,868.00 (107,868.00)
Total Governmental Activities 3,574,337.79 181,589.29 588,823.62 - {_2&135,21:4_.3_31
General Revenues:

Taxes:

Property taxes; levied for general purposes 809,840.52

Property taxes; levied for building purposes 106,097.22

Telecommunications taxes 12,437.59

Qil and gas production taxes 23,231.23

Coal severance taxes 12,330.85

Coal production taxes 41,243.08

State aid - not restricted to specific program 1,701,084.62

Federal aid - not restricted to specific program 652.41

Earnings on investments and other revenue 49,473.98

Total General Revenues
Change in Net Position
Net Position - July 1

Met Position - June 30

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

&

2,756,391.51

(47.533.37)

278,924.08

231,3580.72




ASSETS:
Cash and Investments
Taxes Receivable
Due from County Treasurer
Intergovernmental Receivables

Total Assets

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCES

Liabilities:
Salaries and Payroll Benefits Payable

Deferred Inflows of Resources:
Unavailable Revenue

Total Liabilities and Deferred
Inflows of Resources

Fund Balances:
Restricted for:
Special Purposes
Food Services
Student Activities
Capital Projects
Unassigned

Total Fund Balances

Total Liabilities, Deferred Inflows of
Resources and Fund Balances

MaAX PUBLIC SCHOOL DISTRICT NO. 50

Max, North Dakota

Balance Sheet

Governmental Funds

June 30, 2023

Major Funds

Other Total
Governmental Governmental

General Building Funds Funds
1,489.232.46 472,863.15 261,967.48 2,224,063.09
48,127.21 6,710.85 2,011.30 56,849 36
2,140.91 175.87 5271 2,369.49
116,893.95 116,893.95
1,656,394.53 479,749.87 264,031.49 2,400,175.89
187,016.10 187.016.10
48,127.21 6,710.85 2,011.30 56,849.36
235,143.31 6,710.85 2,011.30 243,865.46
172,431.58 172,431.58
10,279.03 10,279.03
79,309.58 79,309.58
473,039.02 473.039.02
1,421,251.22 1,421,251.22
1,421,251.22 473,039.02 262,020.19 2,156,310.43
1,656,394.53 479,749.87 264,031.49 2,400,175.89

The accormpanying notes are an integral part of these financial statements.
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MAX PUBLIC SCHOOL DISTRICT NO. 50
Max, North Dakota

Reconciliation of Governmental Funds Balance Sheet

to the Statement of Net Position
For the Year Ended Jume 30, 2023

Total Fund Balances for Governmental Funds 2,156,310.43

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

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

Cost of Capital Assets 4,638,373.00
Less Accumulated Depreciation {1,790,989.00)
Met Capital Assets 2,847,384.00

Property taxes will be collected after year-end, but are not available soon
enough to pay for the current peried’s expenditures and therefore are
reported as unavailable revenue in the funds. 56,849.36

The deferred outflows and inflows of resources reported on the statement
of net position are the result of changes in resources related to pensions
and do not affect current financial resources.

Total Deferred Outflows of Resources 1,174, 583.00
Total Deferred Inflows of Resources {617,622.00)
Met Deferred Outflows/Inflows of Resources 557.361.00

Long-term liabilities applicable to the school district's governmental
activities are not due and payable in the current period and accordingly
are not reported as fund liabilities. Interest on long-term debt is not
accrued in governmental funds, but rather is recognized as an expenditure
when due, All liabilities -both current and long-term- are reported in the
staternent of net position. Balances at June 30, 2023 are:

G.0. School Construction Loan Payable (700,188.91)
Revenue Bonds Payable {1,335,000.00)
Interest Payable {10,016.16)
Met Pension Liability (2,341,305.00)
Total Long-Term Liabilities [5,386,5 14.0?1
Total Net Position of Governmental Activities 231I39ﬂ.?2

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




MAX PUBLIC SCHOOL DISTRICT NO. 50
Max, North Dakota

Statement of Revenues, Expenditures and Changes
in Fund Balances - Governmental Funds

For the Year Ended June 30, 2023

Major Funds

Other Total
Governmental Governmental
General Building Funds Funds
Revenues:
Local Sources 821,293.55 104,669 .80 204,566.16 1,130,529.51
County Sources 76,805.17 76,805.17
State Sources 1,919,657.20 72561 1,920,3282.81
Federal Sources 274,673.15 93,000.11 367,673.26
Other Sources 16,573.05 16,573.05
Total Revenues 3,109,002.12 104,669.80 298,291 .88 3,511,963.80
Expenditures:
Current:
Regular Instruction 1,235,720.39 1,235,720.39
Federal Programs 187,880.05 187,880.05
Special Education 363,516.67 363,516.67
Vocational Education 5,426.97 5,426.97
District Wide Services 110,860.12 110,860.12
Administration 317,852.97 317,852.97
Operations and Maintenance 266,439.03 77,422.25 343,861.28
Student Transportation 259,837 89 259,837 89
Student Activities 116,200.00 121,603.56 237,803.56
Community Service 7,068.66 7,068.66
Food Services 62,310.15 145,393.22 207,703.37
Capital Outlay 99,500.00 99,500.00
Debt Service:
Principal 90,000.00 61,496.99 151,496.99
Interest 56,394.95 15,081.38 71,476.33
Total Expenditures 3,179,007.85 154,000.62 266,996.78 3,600,005.25
Excess [Deficiency) of Revenues
Over (Under) Expenditures (70,005.73) (49,330.82) 31,295.10 (88,041.45)
Other Financing Sources (Uses):
Transfers In 29,188.40 29,188.40
Transfers Out {29,188.40) (29,188.40)
Total Other Financing Sources (Uses) 29,188.40 - (29,188 .40) -
Met Change in Fund Balances (40,817.33) (49,330.82) 2,106.70 (88,041.45)
Fund Balance - July 1 1,462,068.55 522,369.84 259,913.49 2,244,351 88
Fund Balance - June 30 1,421,251.22 473,039.02 262,020.19 2,156,310.43

The accompanying notes are an integral part of these financial statements.
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MAX PUBLIC SCHOOL DISTRICT NO. 50
Miax, North Dakota

Reconciliation of Governmental Funds Statement of Revenues, Expenditures and
Changes in Fund Balances to the Statement of Activities
For the Year Ended lune 30, 2023

Net Change in Fund Balances - Total Governmental Funds (88,041 .45)

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

Governmental funds report capital outlays as expenditures. However, in the
statermnent of activities, the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
depreciation exceeded capital outlay in the current year,

Current Year Capital Qutlay 99,500.00
Current Year Depreciation Expense (163,835.00) (64,339.00)

The proceeds of debt issuances are reported as financing sources in governmental
funds and thus contribute to the change in fund balance. In the statement of net
position, issuing debt increases long-term liabilities and does not affect the
statement of activities. Repayment of debt principal is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities in the
statement of net position. This is the amount by which repayment of debt excesded
debt proceeds.

Debt Proceeds 5
Repayment of Debt 151,456.99 151,496.99

Some expenses reported in the statement of activities do not require the
the use of current financial resources and are not reported as expenditures
in governmental funds.

Met Decrease in Interest Payable 641.47
Net Increase to Pension Expense (62,132.00} (61,490.53)

Some revenues reported on the statement of activities are not reported as revenues
in the governmental funds since they do not represent available resources to pay
current expenditures.

Met Increase in Taxes Receivable 14.840.62
Change in Net Position of Governmental Activities (47,533.37)

The accompanying notes are an integral part of these financial statements.
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Mote 1

MAX PUBLIC SCHOOL DISTRICT NO. 50
Max, North Dakota

MNotes to the Financial Statements
June 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Max Public School District No. 50 have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as applied to government
units. The Government Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more significant of the
government’s accounting policies are described below.

A. Financial Reporting Entity

The accompanying financial statements present the activities of the school district. 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
Government Accounting Standards Board has set forth criteria to be considered in determining financial
accountability. These criteria include appointing a voting majority of an organization’s governing body and (1)
the ability of the school district to impose its will on that organization or (2) the potential for the organization
to provide specific financial benefits to, or impose specific financial burdens on the school district.

Based on these criteria, there is one component unit to be included within the Max Public School District No.
50 as a reporting entity.

COMPONENT UNIT

In conformity with accounting principles generally accepted in the United States of America, the financial
statements of the component unit have been included in the financial reporting as a blended component unit.

Blended Component Unit. Blended component units, although legally separate entities, are, in substance, part
of the government’s operations and so data from these units are combined with data of the primary
government.

Max Public School District Building Authority. This authority was created in May 2015 under state law. Its board
is made up of the school board, the administrator and the business manager of the Max Public School District.
Its purpose is to lease land and construct improvements by issuing revenue bonds. The land and/or
improvements are for the district’s use only. Bond payments are made by lease payments from the district.
Upon payment of the bonds in full, title to improvements will vest with the district.

B. Basis of Presentation

Government-wide Financial Statements: The statement of net position and the statement of activities display
information about the primary government, Max Public School District No. 50. These statements include the
financial activities of the overall government. 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.
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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 services 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: The fund financial statements provide information about the school district’s funds.
The emphasis of fund financial statements is on major governmental funds, each displayed in a separate
column. All remaining governmental funds are aggregated and reported as nonmajor funds.

The school district reports the following major governmental funds:

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

Building Fund. This fund accounts for financial resources dedicated to the construction of new school buildings,
additions to old school buildings, the making of major repairs to existing buildings, or to make annual debt
service payments on outstanding debt issues related to the building fund.

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

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

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

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

D. Cash and Investments
Cash includes amounts in demand deposits and money market accounts.

Investments consist of certificates of deposit stated at cost.

12



E. (Capital Assets

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

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

Buildings 31- 75 years
Vehicles 10 vyears

F. Compensated Absences

No liability is recorded for nonvesting accumulating rights to receive sick pay benefits.

Vested or accumulated vacation leave is not reported in the government-wide statement of net position as it
is considered immaterial.

G. Lone-Term QObligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported as
liabilities in the governmental activities statement of net position. Bond premiums, discounts and issuance
costs are recognized in the current period since the amounts are not material.

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

H. Pensions

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

. Fund Equity

Fund equity at the governmental fund financial reporting level is classified as “fund balance”. Fund equity for
all other reporting is classified as "net position”.

Fund Balance — Generally, fund balance represents the difference between the current assets and current
liabilities. In the fund financial statements, governmental funds report fund classifications that comprise a

13




hierarchy based primarily on the extent to which the school district is bound to honor constraints on the
specific purposes for which amounts in those funds can be spent. Fund balances are classified as follows:

Nonspendable — Fund balances are reported as nonspendable when amounts cannot be spent hecause
they are either {a) not in spendable form (i.e., items that are not expected to be converted to cash
such as inventories or prepaid expenses) or (b) legally or contractually required to be maintained intact
(i.e., endowment funds).

Restricted — Fund balances are reported as restricted when there are limitations imposed on their use
either through the enabling legislation adopted by the school district or through external restrictions
imposed by creditors, grantors, contributors, or laws or regulations of other governments (i.e., funds
restricted by state statute, unspent bond proceeds, grants earned but not spent, debt covenants or
taxes raised for a specific purpose).

Committed — Fund balances are reported as committed when they can be used only for specific
purposes pursuant to constraints imposed by formal action of the school board through the adoption
of a resolution. The school board also may modify or rescind the commitment.

Assigned — Fund balances are reported as assigned when amounts are constrained by the school
district's intent to be used for specific purposes, but are neither restricted nor committed.

Unassigned — Fund balances are reported as unassigned as the residual amount when the balances do
not meet any of the above criterion. The school district reports positive unassigned fund balance only
in the general fund. Negative fund balances may be reported in all funds.

Flow Assumptions — When both restricted and unrestricted amounts of fund balance are available for use for
expenditures incurred, it is the school district’s policy to use restricted amounts first and then unrestricted
amounts as they are needed. For unrestricted amounts of fund balance, it is the school district’s policy to use
fund balance in the following order:

« Committed
s Assigned
s Unassigned

Net Position — Net position represents the difference between assets and liabilities. Net investment in capital
assets consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any
borrowing used (i.e., the amount that the school district has not spent) for the acquisition, construction or
improvement of those assets. Net position is reported as restricted as described in the fund balance section
above. All other net position is reported as unrestricted.

). Interfund Transactions

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

All other interfund transactions, except reimbursements, are reported as transfers.

In the government-wide financial statements, interfund transactions have been eliminated.
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Note 2

K. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America, requires management to make estimates and assumptions that affect certain
reported amounts and disclosures (such as estimated useful lives in determining depreciation expense);
accordingly, actual results could differ from those estimates.

DEPOSITS AND INVESTMENTS

In accordance with North Dakota Statutes, the school district maintains deposits at the depository banks
designated by the governing board. All depositories are members of the Federal Reserve System.

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

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

At June 30, 2023 the school district’s carrying amount of deposits was 52,224,063 and the bank balance was
$2,381,974. Of the bank balance, $621,452 was covered by Federal Depository Insurance. The remaining
balance of 51,760,522 was collateralized with securities held by the pledging financial institution’s agent in the
government's name.

Credit Risk
The school district may invest idle funds as authorized in North Dakota Statutes, as follows:

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

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

{3) Certificates of deposit fully insured by the federal deposit insurance corporation.

(4) Obligations of the State.

At June 30, 2023, the school district held certificates of deposit in the amount of $357,767, which are all
considered deposits.

Concentration of Credit Risk

The school district does not have a limit on the amount the school district may invest in any one issuer.
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MNote 3

Note 4

Note 5

Mote 6

TAXES RECEIVABLE

Taxes receivable represent the past three years of uncollected current and delinquent taxes. No allowance has
been established for uncollectible taxes receivable.

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

Property taxes are levied as of January 1. The property taxes attach as an enforceable lien on the 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 delinguent 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 COUNTY TREASURER

The amount due from county treasurer consists of the cash on hand for taxes collected but not remitted to the
school district at June 30.

INTERGOVERNMENTAL RECEIVABLES

Intergovernmental receivables consist of reimbursements due for expenses in the operation of various school
programs. This amount consists of a mix of state and federal dollars.

CAPITAL ASSETS

The following is a summary of changes in capital assets for the year ended June 30, 2023:

Balance Balance
July 1 Increases Decreases June 30
Governmental Activities:
Capital assets being deprecioted:
Buildings 3,809,809 3,809,809
Vehicles 798,514 99,500 69,450 828,564
Total 4,608 323 99,500 69,450 4,638,373
Less accumulated depreciation for:
Buildings 1,138,924 107,868 1,246,792
Vehicles 557,676 55,971 69,450 544,197
Total 1,696,600 163,839 69,450 1,790,989
Governmental Activities
Capital Assets, Net 2,911,723 (64,339) - 2,847,384

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

Student Transportation 55,971
Unallocated Depreciation 107,868
Total Depreciation Expense 163,839
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Note 7

Note 8

Mote 9

Note 10

SALARIES AND PAYROLL BENEFITS PAYABLE
Salaries and payroll benefits payable consist of the July and August teacher contracts, which pertain to the year
ended June 30, 2023 and for benefits owed to federal, state and private agencies for amounts withheld from

teacher’s salaries as of June 30 but not yet remitted.

INTEREST PAYABLE

Interest payable consists of interest on long-term liabilities accrued to June 30, 2023.

UNAVAILABLE REVENUE

Unavailable revenue on the fund financial statements consists 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 and include taxes receivable.

LONG-TERM DEBT

Changes in Long-Term Liabilities. During the year ended June 30, 2023 the following changes occurred in
liabilities reported in the long-term liabilities — Governmental Activities:

Balance Balance Due Within
July 1 Increases  Decreases June 30 One Year
State School Construction Loan 761,686 51,497 700,189 62,715
Revenue Bonds 1,425,000 90,000 _ 1,335,000 90,000
Total 2,186,686 - 151,497 2.035,189 152,715

Outstanding debt at June 30, 2023 consists of the following:

General Obligation Debt. General obligation debt is a direct obligation and pledges the full faith and credit of
the government. General obligation debt outstanding at June 30, 2023 is as follows:

Loan Payable. The school district has issued a general obligation loan to provide funds for the construction and
renovation of major capital facilities.

51,300,000 State School Construction Loan, Series 2015, due in

annual payments of 576,578.37 through June 1, 2034 and a

final installment of $14,388.11 on June 1, 2034; payments include

interest at 1.98%. 700,188.91

The annual requirements to amortize the outstanding loan payable are as follows:

Year Ending
June 30 Principal Interest
2024 62,714.63 13,863.74
2025 63,956.38 12,621.99
2026 65,222.72 11,355.65
2027 b6,514.13 10,064.24
2028 67,831.11 8,747.26
2029-2033 359,841.18 23,050.67
2034 14,108.76 279.35

700,188.91 79,582.90
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Note 12

Component Unit Debt.

Revenue Bonds. The Max Public School District Building Authority issued bonds whereby the authority pledges
income derived from the acquired or constructed assets to pay debt service. Revenue bonds outstanding at
June 30, 2023 are as follows:

51,980,000 Lease Revenue Bonds, Series 2015, due in annual
installments of $85,000 to $135,000 through May 1, 2035;
interestis at 2.4% to 4.15%. 1,335,000.00

The annual requirements to amortize the outstanding revenue bonds are as follows:

Year Ending
June 30 Principal Interest
2024 50,000.00 53,705.00
2025 95,000.00 51,005.00
2026 100,000.00 47,205.00
2027 100,000.00 43,205.00
2028 105,000.00 39,205.00
2029-2033 580,000.00 128,520.00
2034-2035 265,000.00 16,600.00
Total 1,335,000.00  379,445.00

TRANSFERS

The following is a reconciliation between transfers in and transfers out as reported in the basic financial
statements for the year ended June 30, 2023:

Fund Transferin Transfer Out
General 29,188.40
Special Reserve 29,188.40

To subsidize General Fund balance / Reduce balance for Special Reserve.

RISK MANAGEMENT

The Max Public School District No. 50 is exposed to various risks of loss relating to torts; theft of, damage to,
and destruction of assets: errors and omissions; injuries to employees; and natural disasters.

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

The school district also participates in the North Dakota Fire and Tornado Fund and the State Bonding Fund.
The school district pays an annual premium to the Fire and Tornado Fund to cover property damage to
buildings and personal property. Replacement cost coverage is provided by estimating replacement cost in
consultation with the Fire and Tornado Fund. The Fire and Tornado Fund is reinsured by a third-party insurance
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Note 13

carrier for losses in excess of 51,000,000 per occurrence during a 12 month period. The State Bonding Fund
currently provides the school district with a blanket fidelity bond coverage in the amount of $1,419,693 for its
employees. The State Bonding Fund does not currently charge any premium for this coverage.

The school district has worker's compensation with the Department of 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

1. North Dakota Teachers’ Fund for Retirement

The following brief description of TFFR is provided for general information purposes only. Participants should
refer to NDCC 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.

Pension Benefits

For purposes of determining pension benefits, members are classified within one of three categories. Tier 1
grandfathered and Tier