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INDEPENDENT AUDITOR'S REPORT

To the Board of Education
Starkweather Public School District No. 44
Starkweather, North Dakota

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities and each
major fund of the Starkweather Public School District No. 44 (the District), as of and for the year
ended June 30, 2024, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of
Starkweather Public School District No. 44, as of June 30, 2024, and the respective changes in
financial position for the year then ended in accordance with 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
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, 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 Starkweather
Public School District No. 44 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 these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes 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 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.
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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
generally accepted auditing standards 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 for 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 judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

e Exercise professional judgment 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.

e 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 Starkweather Public School District No.
44’s internal control. Accordingly, no such opinion is expressed.

e 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Starkweather Public School District No.
44’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
budgetary comparison information, schedule of District’s contributions to the TFFR retirement
plan, and schedule of District's proportionate share of net pension liability as listed in the table of
contents, 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
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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 requires 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 opinions on the basic financial statements are
not affected by this missing information.

Other Information

Management is responsible for the other information included on page one. The other information
comprises the roster of school officials but does not include the basic financial statements and
our auditor’s report thereon. Our opinions on the basic financial statements do not cover the other
information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information
and the basic financial statements, or the other information otherwise appears to be materially
misstated. If, based on the work performed, we conclude that an uncorrected material
misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August
29, 2024 on our consideration of the 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 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 District’s internal control over financial
reporting and compliance.

toudy My

BRADY, MARTZ & ASSOCIATES, P.C.
GRAND FORKS, NORTH DAKOTA

August 29, 2024
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44

STATEMENT OF NET POSITION
JUNE 30, 2024

Governmental
ASSETS Activities
Current Assets:
Cash $ 380,121
Taxes Receivable 20,755
Total Current Assets 400,876
Non-Current Assets:
Capital Assets 1,272,975
Less Accumulated Depreciation (1,020,105)
Total Non-Current Assets 252,870
TOTAL ASSETS 653,746
DEFERRED OUTFLOWS OF RESOURCES
Cost Sharing Defined Benefit Pension Plan - TFFR 271,915
TOTAL DEFERRED OUTFLOWS OF RESOURCES 271,915
LIABILITIES
Current Liabilities:
Accounts Payable 5,345
Accrued Liabilities 3,385
Total Current Liabilities 8,730
Non-Current Liabilities:
Compensated Absences 2,373
Net Pension Liability 1,118,201
Total Non-Current Liabilities 1,120,574
TOTAL LIABILITIES 1,129,304
DEFERRED INFLOWS OF RESOURCES
Cost Sharing Defined Benefit Pension Plan - TFFR 158,239
TOTAL DEFERRED INFLOWS OF RESOURCES 158,239
NET POSITION
Net Investment in Capital Assets 252,870
Restricted for Student Activities 11,008
Restricted for Capital Projects 34,523
Unrestricted (660,283)
TOTAL NET POSITION $ (361,882)

See Notes to the Financial Statements
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2024

Operating

Charges for Grants and

Net (Expense) Revenue
and Changes in Net

Functions/Programs Expenses Seniices Contributions Position
GOVERNMENTAL ACTIVITIES
Business Support Senices $ 68,602 $ - $ - $ (68,602)
Instructional Support Senices 43,924 - - (43,924)
Administration 164,335 - - (164,335)
Operations and Maintenance 200,194 5,810 - (194,384)
Transportation 217,905 - 53,272 (164,633)
Regular Instruction 585,793 - 186,327 (399,466)
Special Education 168,206 - 4,591 (163,615)
Vocational Education 9 - 1,144 1,135
Extra-Curricular Activities 29,163 21,450 - (7,713)
Food Seniices 38,919 20,268 27,601 8,950
TOTAL GOVERNMENTAL ACTIVITIES $ 1,517,050 $ 47,528 $ 272,935 (1,196,587)
GENERAL REVENUES
Property Taxes, Levied for General Purposes 516,697
Property Taxes, Levied for Special Reserve Fund 7,417
Property Taxes, Levied for Capital Projects 14,689
Aids and Payments from the State 600,698
Unrestricted Investment Earnings 9,386
Other Revenues 40,449
TOTAL GENERAL REVENUES 1,189,336
Change in Net Position (7,251)
Net Position - Beginning (354,631)
Net Position - Ending $ (361,882)

See Notes to the Financial Statements
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
BALANCE SHEET — GOVERNMENTAL FUNDS
AS OF JUNE 30, 2024

Total

General Building Food Senvice Special Reserve  Governmental
ASSETS Fund Fund Fund Fund Funds
Cash $ 219,092 $ 39,532 $ 37,575  $ 83,922 $ 380,121
Property Taxes Receivable 20,265 336 - 154 20,755
TOTAL ASSETS $ 239,357 $ 39,868 $ 37,575  $ 84,076 $ 400,876
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES
Accounts Payable $ -3 5345 $ -3 - % 5,345
Accrued Liabilities 3,385 - - - 3,385
TOTAL LIABILITIES 3,385 5,345 - - 8,730
DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue - Delinquent Taxes 10,943 309 - 141 11,393
TOTAL DEFERRED INFLOWS OF RESOURCES 10,943 309 - 141 11,393
FUND BALANCES
Restricted 11,008 34,214 - - 45,222
Committed - - - 83,935 83,935
Assigned - - 37,575 - 37,575
Unassigned 214,021 - - - 214,021
TOTAL FUND BALANCES 225,029 34,214 37,575 83,935 380,753
TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES $ 239,357 $ 39868 $ 37,575  $ 84,076 $ 400,876

See Notes to the Financial Statements
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
AS OF JUNE 30, 2024

Total fund balance - governmental funds $ 380,753
Amounts reported for governmental activities in the statement of net position are different because:

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

Cost $ 1,272,975
Less: Accumulated Depreciation (1,020,105)
Net 252,870

Net deferred outflows/(inflows) of resources relating to the cost sharing of defined benefit plans
in the governmental activities are not financial resources and, therefore, are not reported as
deferred outflows/(inflows) or resources in the governmental funds. 113,676

Property taxes receivable will be collected during the year, but are
not available soon enough to pay for the current period's expenditures,
and, therefore are unearned in the funds. 11,393

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

Compensated Absences (2,373)
Net Pension Liability (1,118,201)
Net Position - Governmental Activities $ (361,882)

See Notes to the Financial Statements
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES —

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2024

REVENUES
Local Property Taxes
Other Local Sources
Revenue from State Sources
Revenue from Federal Sources
Interest

TOTAL REVENUES

EXPENDITURES

Current:
Business Support Senices
Instructional Support Services
Administration
Operations and Maintenance
Transportation
Regular Instruction
Special Education
Vocational Education
Extra-Curricular Activities
Food Senvices

Capital Outlay:
Capital Outlay

TOTAL EXPENDITURES

Excess (Deficiency) of Revenues
Over Expenditures

OTHER FINANCING SOURCES (USES)
Transfers In

Transfers Out

TOTAL OTHER FINANCING SOURCES (USES)

Net Change in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

Total
General Building Food Senice  Special Resene  Governmental

Fund Fund Fund Fund Funds
$ 519565 $ 14,689 § - 3 7417  $ 541,671
52,992 14,717 20,268 - 87,977
655,250 - 3,919 - 659,169
190,782 - 23,682 - 214,464
9,386 - - - 9,386
1,427,975 29,406 47,869 7,417 1,512,667
68,602 - - - 68,602
43,924 - - - 43,924
164,335 - - - 164,335
164,388 25,145 - - 189,533
202,005 - - - 202,005
590,680 - - - 590,680
168,206 - - - 168,206
9 - - - 9
29,163 - - - 29,163
- - 38,919 - 38,919
124,221 12,008 - - 136,229
1,555,533 37,153 38,919 - 1,631,605
(127,558) (7,747) 8,950 7,417 (118,938)
20,000 - - - 20,000
- - - (20,000) (20,000)
20,000 - - (20,000) -
(107,558) (7,747) 8,950 (12,583) (118,938)
332,587 41,961 28,625 96,518 499,691
$ 225029 $ 34,214  $ 37,575 $ 83,935 § 380,753

See Notes to the Financial Statements
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES WITH THE DISTRICT-WIDE
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2024

Total net change in fund balances - Governmental Funds $ (118,938)
Amounts reported for Governmental Activities in the Statement of Activities are different because:
Capital outlays are reported in governmental funds as expenditures. However, in the

statement of activities, the cost of those assets is allocated over the useful lives as
depreciation expense. In the current period, these amounts are:

Capital outlay $ 136,229

Depreciation expense (26,561) 109,668
Change in net pension liability 153,243
(Increase) Decrease in compensated absences 1,235

Some revenues will not be collected for several months after the
District's fiscal year end. These revenues are not considered
"available" revenues in the governmental funds. These consist of:

Net change in deferred property taxes (2,868)
Changes in deferred outflows and inflows of resources related to net pension liability (149,591)
Change in Net Position - Governmental Activities $ (7,251)

See Notes to the Financial Statements
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
NOTES TO THE FINANCIAL STATEMENTS
AS OF JUNE 30, 2024

NOTE 1 DESCRIPTION OF THE SCHOOL DISTRICT AND REPORTING ENTITY

The Starkweather Public School District operates the K-12 public school in Starkweather, North
Dakota. All educational facilities are enclosed in one building.

Reporting Entity - Component units are legally separate organizations for which the District is
financially accountable. The District is financially accountable for an organization if the District
appoints a voting maijority of an organization’s governing body and (1) the District is able to
significantly influence the programs or services performed or provided by the organization; or (2)
the District is legally entitled to or can otherwise access the organization’s resources. Component
units may also include organizations that are fiscally dependent on the District. Fiscal
dependence can include the District's approval of the budget, issuance of debt, and/or levying of
taxes for the organization.

Based on these criteria, there are no component units to be included within the District’s reporting
entity.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The District’s financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America. The Governmental Accounting Standards
Board (GASB) is the standard-setting body for establishing governmental accounting and
financial reporting principles. The District’s significant accounting policies are described below.

Basis of Presentation:

The District’'s basic financial statements consist of government-wide statements and fund
financial statements.

Government-Wide Financial Statements:

The government-wide financial statements consist of a Statement of Net Position and a Statement
of Activities. These statements display information about the District as a whole.

The Statement of Net Position presents the financial condition of the governmental activities of
the District at year-end.

The Statement of Activities presents a comparison between direct expenses and program
revenues for each program or function of the District’'s governmental activities. The statement
identifies the extent to which each governmental function is self-financing or drawing from the
general revenues of the District. Direct expenses are expenses that are specifically associated
with a service, program or department. The direct expenses are clearly identifiable to a particular
function. Program revenues include charges to recipients for goods or services offered by the
program, grants and contributions that are restricted to meet the operational or capital
requirements of a particular program. Revenues, which are not classified as program revenues,
are presented as general revenues of the District.

As a general rule, the effect of inter-fund activity has been eliminated from the District-wide
statements.
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
AS OF JUNE 30, 2024

The Government-wide financial statements do not include fiduciary funds of component units that
are fiduciary in nature.

Fund Financial Statements:

In order to aid financial management and to demonstrate legal compliance, the District segregates
transactions related to certain functions or activities in separate funds. A fund is defined as a
fiscal and accounting entity with a self-balancing set of accounts. The focus of the governmental
fund financial statements is on major funds. Each major fund is presented as a separate column
in the fund financial statements.

Separate fund financial statements are provided for governmental and fiduciary funds when
present. Major individual governmental funds are reported as separate columns in the fund
financial statements. Typically, aggregated information for the remaining nonmajor governmental
funds is reported in a single column in the fund financial statements; currently, however, all funds
of the District are considered major in the fund financial statements.

Fund Accounting
The District’s funds consist of the following:
Governmental Funds:

Governmental funds are utilized to account for most of the District’'s governmental functions. The
reporting focuses on the sources, uses and balances of current financial resources. Expendable
assets are assigned to the various governmental funds according to the purpose for which they
may or must be used. Current liabilities are assigned to the fund from which the obligation will
be paid. Fund balance represents the difference between the governmental fund assets, deferred
inflows and outflows of resources, and liabilities. The District's major governmental funds are as
follows:

General Fund

This fund is the general operating fund of the District. It accounts for all financial resources
except those requiring to be accounted for in another fund, including the Student Activity
Fund.

Building Fund
The Building fund is used to account for the proceeds of specific revenue sources that are

legally restricted to expenditures for acquiring school sites, constructing and equipping new
school facilities and renovating existing facilities.

Food Service Fund
This Food Service fund is used to account for the accumulation of revenue and proceeds
and for the payments of expenditures related to the providing of meals at the District.

Special Reserve Fund
The Special Reserve fund is used to account for the proceeds of certain specific revenue
sources that are committed for specified purposes.
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
AS OF JUNE 30, 2024

Non-major Governmental Funds

Typically, aggregated information for the non-major governmental funds is reported in a single
column in the fund financial statements; currently, however, all funds of the District are considered
major in the fund financial statements so there are no non-major funds in the District’s financial
statements.

Measurement Focus and Basis of Accounting
Measurement Focus:
Government-wide Financial Statements:

The government-wide financial statements are prepared using the economic resources
measurement focus. All assets, deferred inflows and outflows of resources, and liabilities
associated with the operation of the District are included in the statement of net position.

Fund Financial Statements:

The governmental funds are accounted for by using a flow of current financial resources
measurement focus. Under this measurement focus, only current assets and current liabilities
are generally included on the balance sheet. The statement of revenues, expenditures, and
changes in fund balance reports on the sources and uses of current financial resources.

The current financial resources measurement focus differs from the manner which the
governmental activities of the government-wide financial statements are prepared. Due to the
difference, the District’s financial statements include a reconciliation with brief explanations to
better identify the relationship between the government-wide statements and the statements for
government funds.

Basis of Accounting:

The basis of accounting determines when transactions are recorded in the financial records and
reported on the financial statements.

Government-wide financial statements are prepared on the accrual basis of accounting. Under
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.

The District’'s governmental funds use the modified accrual basis of accounting. Under the
modified accrual basis of accounting, revenues are recognized when they become measurable
and available. Available means collectible within the current period or soon enough thereafter to
pay current liabilities. The District considers revenues to be available if they are collected within
60 days of the end of its fiscal year. Expenditures are generally recorded as the related fund
liability is incurred.

When both restricted and unrestricted resources are available for use, it is the District’s policy to
use restricted resources first, and then unrestricted resources as they are needed.
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
AS OF JUNE 30, 2024

Revenues - Exchange and Non-Exchange Transactions:

Exchange transactions are transactions in which each party gives and receives essentially equal
value. Under the accrual basis of accounting, revenue for exchange transactions is recorded
when the exchange takes place. Under the modified accrual basis of accounting, revenue for
exchange transactions is recorded when the resources are measurable and available.

Non-exchange transactions include transactions in which the District receives value without
directly providing value in return. Non-exchange transactions include property taxes, grants,
entitlements, and donations.

Under the accrual basis of accounting, property taxes are recorded as revenue in the fiscal year
for which the taxes are levied. Revenue from grants, entitlements, and donations is recorded in
the fiscal year in which all eligibility requirements have been satisfied. Under the modified accrual
basis of accounting, revenue from non-exchange transactions must also be available before it is
recorded in the financial records of the District.

Major revenue sources susceptible to accrual include: property taxes, intergovernmental
revenues and investment income.

Unearned Revenues:

Unearned revenue arises when assets are recognized in the financial statements before the
revenue recognition criteria have been satisfied. Grants and entitiements received before the
eligibility requirements are met are recorded as unearned revenues.

On the governmental fund financial statements, receivables that will also not be collected during
the availability period have been reported as deferred revenue.

Expenses and Expenditures:

Governmental funds accounting measurement focus is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recorded in the fiscal year in
which the related fund liability is incurred. Under the accrual basis of accounting, expenses are
recorded when incurred.

Budgets and Budgetary Accounting:

The District’'s Board follows the procedures established by North Dakota law for the budgetary
process. The governing body of each School District, annually on or before the last day of July
must levy taxes. The governing body of the School District may amend its tax levy and budget
for the current fiscal year on or before the tenth day of October of each year. Taxes for School
District purposes must be based upon an itemized budget statement which must show the
complete expenditure by program of the District for the current fiscal year and the sources of the
revenue from which it is to be financed. The School Board, in levying taxes, is limited by the
amount necessary to be raised for the purpose of meeting the appropriations included in the
school budget of the current fiscal year, and the sum necessary to be provided as an interim fund,
together with a tax sufficient in amount to pay the interest on the bonded debt of the District and
to provide a sinking fund to pay and discharge the principal thereon at maturity.

14



STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
AS OF JUNE 30, 2024

The District follows these procedures in establishing the budgetary data reflected in the financial
statements:

1. The administration prepares the District's budget. The budget includes proposed
expenditures and the means of financing them. The budget is prepared on the
modified accrual basis of accounting.

2. The Board reviews the budget, may make revisions, and adopts the final budget on
or before August 15" of each year. The budget is then filed with the county auditor
by August 25" of each year.

3. The budget may be amended during the year for any revenues and appropriations
not anticipated at the time the budget was prepared, except no amendment changing
the taxes levied can be made after October 10" of each year. The budget amounts
shown in the financial statements are the final authorized amounts.

4. All appropriations lapse at the close of the District’s fiscal year. The balance of the
appropriation reverts back to each respective fund and is available for future
appropriation.

Cash and Cash Equivalents:

The District considers highly liquid investments with an original maturity of three months or less
when purchased to be cash equivalents.

Investments:

Investments are recorded at market value. North Dakota State statute authorizes school districts
to invest their surplus funds in: a) Bonds, treasury bills and notes, or other securities that are a
direct obligation of, or an obligation insured or guaranteed by, the treasury of the United States,
or its agencies, instrumentality's, or organizations created by an act of Congress, b) Securities
sold under agreements to repurchase, written by a financial institution in which the underlying
securities for the agreement to repurchase are of the type listed above, c¢) Certificates of Deposit
fully insured by the Federal Deposit Insurance Corporation of the state, d) Obligations of the state.

Fair Value Measurements:

The Organization accounts for all assets and liabilities that are being measured and reported on
a fair value basis in accordance with GAAP. GAAP defines fair value, establishes a framework
for measuring fair value and expands disclosure about fair value measurements.

When fair value measurements are required, various data is used in determining those values.
This statement requires that assets and liabilities that are carried at fair value must be classified
and disclosed in the following levels based on the nature of the data used.

Level 1: Quoted market prices in active markets for identical assets or liabilities.

Level 2: Observable market based inputs or unobservable inputs that are corroborated by
market data.

Level 3: Unobservable inputs that are not corroborated by market data.
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
AS OF JUNE 30, 2024

Capital Assets:

General capital assets result from expenditures in the governmental funds. These assets are
reported in the governmental activities column of the government-wide statement of net position
but are not reported as assets in the fund financial statements. All capital assets are recorded at
cost (or estimated historical cost). The assets are updated for additions and retirements during
the District’s fiscal year. The District has established a capitalization threshold of $5,000.
Donated fixed assets are recorded at their acquisition values at the date received. The District
does not have any infrastructure assets. Improvements that significantly extend the useful life of
the asset are also capitalized.

The District’s land and construction in progress costs are capitalized but are not depreciated. All
the remaining capital assets are depreciated over their estimated useful lives on a straight-line
basis. The District has established the following useful lives:

Buildings 50 Years
Equipment 10 Years

Short-Term and Long-Term Obligations:

All payables and long-term obligations are reported in the District's government wide financial
statements. The District’'s governmental fund financials report only those obligations that will be
paid from current financial resources.

Compensated Absences:

Vacation, sick, and personal leave applies to certain full-time certified and non-certified staff and
is recorded as an expenditure when paid.

Sick leave for qualifying full-time employees will be accumulated at the rate of up to 8 days per
year. Sick leave for full-time employees will be allowed to accumulate to a maximum of 30 days.
Personal leave for qualifying full-time employees will be accumulated at the rate of up to 2 days
per year. Personal leave for full-time employees will be allowed to accumulate to a maximum of
4 days. Qualified certified employees will be reimbursed $10 for each unused accumulated sick
and personal leave days, not to exceed 65 medical leave days and 5 personal leave days when
they resign or retire.

The superintendent and business manager are eligible to accrue 10 vacation days per year.
Vacation may be carried over to the next fiscal year. Upon termination of employment, all unused
vacation earned will not be paid.

Pensions:

For the 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 additions to/deductions
from TFFR’s fiduciary net position have been determined on the same basis as they are reported
by TFFR.
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STARKWEATHER PUBLIC SCHOOL DISTRICT NO. 44
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
AS OF JUNE 30, 2024

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 Balance Classifications:

In the fund financial statements, governmental funds report aggregate amounts for five
classifications of fund balances based on the constraints imposed on the use of these resources.
The non-spendable fund balance classification includes amounts that cannot be spent because
they are either (a) not in spendable form — prepaid items or inventories; or (b) legally or
contractually required to be maintained intact.

The spendable portion of the fund balance comprises the remaining four classifications: restricted,
committed, assigned, and unassigned.

Restricted — This classification reflects the constraints imposed on resources either (a)
externally by creditors, grantors, contributors, or laws or regulations of other
governments; or (b) imposed by law through constitutional provisions or enabling
legislation.

Committed — These amounts can only be used for specific purposes pursuant to
constraints imposed by formal resolutions or ordinances of the school board-the
District’s highest level of decision making authority. Those committed amounts cannot
be used for any other purpose unless the school board removes the specified use by
taking the same type of action imposing the commitment. This classification also
includes contractual obligations to the extent that existing resources in the fund have
been specifically committed for use in satisfying those contractual requirements.
Assigned — This classification reflects the amounts constrained by the District’s “intent”
to be used for specific purposes, but are neither restricted nor committed. The school
board and superintendent have the authority to assign amounts to be used for specific
purposes. Assigned fund balances include all remaining amounts (except negative
balances) that are reported in governmental funds, other than the General Fund, that
are not classified as non-spendable and are neither restricted nor committed.

Unassigned — This fund balance is the residual classification for the General Fund. It
is also used to report negative fund balances in other governmental funds.

When both restricted and unrestricted resources are available for use, the District’s preference is
to first use restricted resources, then unrestricted resources—committed, assigned, and
unassigned—in order as needed.

Deferred Outflows/Inflows of Resources:

In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resource (expense/expenditure) until then. The District has
reported on the statement of net position a cost sharing defined benefit pension plan, which
represents actuarial differences within the TFFR pension plan as well as amounts paid to the
plans after the measurement date.
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
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In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and so will
not be recognized as an inflow of resources (revenue) until that time. The District has one type
of item which arises only under a modified accrual basis of accounting that qualifies for reporting
in this category. Accordingly, the item, unavailable revenue — delinquent taxes, is reported only
in the governmental funds balance sheet. The governmental funds report unavailable revenues
from one source, property taxes. These amounts are deferred and recognized as an inflow of
resources in the period that the amounts become available. The District also has an item reported
on the statement of net position as a cost sharing defined benefit plan, which represents the
actuarial differences within the TFFR pension plan.

Net Position:

Net position represents the difference between (a) assets and deferred outflows of resources and
(b) liabilities and deferred inflows of resources in the District's financial statements. Net
investment in capital assets consists of capital assets, net of accumulated depreciation, reduced
by the outstanding balances of any long-term debt attributable to the acquisition, construction, or
improvement of those assets. Restricted Net Position consists of restricted assets reduced by
liabilities and deferred inflows of resources related to those assets. Unrestricted Net Position is
the net amount of assets, deferred outflows of resources, liabilities, and deferred inflows of
resources that are not included in the determination of net investment in capital assets or the
restricted component of net position.

Inter-fund Activity:

Exchange transactions between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another
without a requirement for repayment are reported as inter-fund transfers. Inter-fund transfers are
reported as other financing sources/uses in governmental funds.

Repayments from funds responsible for particular expenditures/expenses to the funds that initially
paid for them are not presented on the financial statements. Inter-fund activities within the
District’'s governmental activities and its business-type activities, is eliminated in the statement of
activities.

Estimates:
The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and

assumptions that affect the amounts reported in the financial statements and accompanying
notes. Actual results may differ from those estimates.

Revenue Recognition - Property Taxes:

Taxes receivable consist of current and delinquent uncollected taxes at June 30, 2024.

Property taxes attach as an enforceable lien on property January 1. A five percent reduction is
allowed if paid by February 15. Penalty and interest are added March 15 if the first half of the

taxes have not been paid. Additional penalties are added October 15, if not paid. Taxes are
collected by the county and usually remitted monthly to the School District.
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Property tax revenue in the governmental funds is recognized in compliance with National Council
of Government Accounting (NCGA) Interpretation 3, Revenue Recognition - Property Taxes. This
interpretation states that property tax revenue is recorded when it becomes available. Available
means when due, or past due and receivable within the current period and collected within the
current period or expected to be collected soon enough thereafter to be used to pay liabilities of
the current period. Such time thereafter shall not exceed 60 days. Property tax revenue is
recorded as revenue in the year the tax is levied in the government - wide financial statements.
Property taxes are limited by state laws. All School District tax levies are in compliance with state
laws.

NOTE 3 CASH AND CASH EQUIVALENTS
Custodial Credit Risk — Deposits:

In accordance with North Dakota laws, the District maintains deposits at a depository authorized
by the School Board. The depository is a member of the Federal Reserve System.

North Dakota laws require that all public deposits be protected by insurance, surety bond or
collateral. The market value of collateral pledged must equal at least 110 percent of the deposits
not covered by insurance or bonds.

Authorized collateral includes the legal investments described below, as well as certain first
mortgage notes, and certain other state or local government obligations. North Dakota laws
require that securities pledged as collateral be held in safekeeping by the District treasurer or in
a financial institution other than that furnishing the collateral.

At June 30, 2024, the carrying amount of the District's deposits was $380,121 and the bank

balance was $410,208. The entire bank balance was covered by Federal Depository Insurance

or by collateral held by the District's agent in the District's name in amounts sufficient to meet

North Dakota legal requirements.

Credit Risk:

The District may also invest idle funds as authorized by North Dakota laws, as follows:

a. Bonds, treasury bills and notes, or other securities that are a direct obligation of, or an

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

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

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

d. Obligations of the state.
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Interest Rate Risk:

AS OF JUNE 30, 2024

The District does not have a formal investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates.

Concentration of Credit Risk:

The District places no limit on the amount the District may invest in any one issuer.

Custodial Credit Risk — Investments:

The investments are not subject to the credit risk classifications as noted in paragraph 9 of GASB

Statement 40.

NOTE 4 CAPITAL ASSETS

The following is a summary of changes in the capital asset account group during the year:

Governmental Activities

Capital Assets Not Being Depreciated
Construction in Progress

Capital Assets Being Depreciated
Buildings
Equipment
Total Capital Assets Being Depreciated

Less Accumulated Depreciation
Buildings
Equipment
Total Accumulated Depreciation

Net Capital Assets Being Depreciated

Net Capital Assets for Governmental Activities

Balance Balance
July 1, 2023 Additions Disposals Adjustments  June 30, 2024
$ - $ 8,221 $ - $ - $ 8,221

905,000 - - - 905,000
311,996 128,008 80,250 - 359,754
1,216,996 128,008 80,250 - 1,264,754