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Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

School Board
Bottineau Public School bistrict No. 1
Rottineau, North Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental
activities and each major fund of Bottineau Public School District No. 1,
Bottineau, North Dakota, as of and for the year ended June 30, 2018, and the
related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally
accepted in the United States of America; this inciudes 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 respeonsibility 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 Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

Zn audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the Cinancial 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 not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accerdingly, we exXpress no
such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation
of the financial statements.

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

In our opinion, the financial statements referred to above present fairly, in
all material respects, the respective financial position of the governmental
‘activities and each major fund of Bottineau Public School District No. 1,
Bottineau, North Dakota, as of June 30, 2018, and the respective changes in
financial position in accordance with accounting principles generally
accepted in the United States of America.

Emphasis of Matter

As discussed in Notes 1 and 14 to the financial statements, Bottineau Public
Schocl District No. 1 adopted GASR Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other than Pensions, which resulted in
a restatement of the net position as of July i, 2017. Our opinion is not
modified with respect to this matter.

Other Matters
Required Supplementary Infcrmation

Management has omitted the management’s discussion and analysis that
accounting principles generally accepted in the United States of America
required to be presented to supplement the basic financial statements. Such
nissing 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.

Accounting principles generally accepted in the United States of America
require that the 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 schedule of the 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 contributiens 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 Governmental Accounting Standards Board, who considers 1t to be
an essential part of financlal reporting for placing the basiec financials
statements in an appropriate operatiocnal, econcmic, 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.




Other Reporting Required by Government Auditing Standards

Tn accordance with Government Auditing Standards, we have also issued our
report dated August 24, 2018, on our consideration of Bottineau Public School
PDistrict No. l’s internal control over financial reporting and on our tests
of its compliance with ¢ertain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial
reporting and compliance and the results of that 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 Bottineau Public School District
No. 1's internal control over financial reporting and compliance.

Lk J

LERVIK & JOHNSON
Certified Public Accountants
Bottineau, North Dakota

August. 24, 2018




BOTTINEAU PUBLIC SCHOOL DISTRICT NO.

Bottineau, North Dakota

STATEMENT OF NET POSITION
June 30, 20138

ASSETS @
Current Asseis:

Cash

Investments

Taxes Receivable

pue from Local Sources

pue from State Government
bue from Federal Government

Total Current Assets

Capital ARssets (Net of Accumulated Depreciation) :
Buildings

Equipment

Total Capital Assets

Total Assels

DEFERRED QUTFLOWS OF RESGURCES:
Deferred Outflows Relating to Pensions and OPEB

LIABILITIES;

Current Liabilities:

Accounts Payvable

Ccurrent Porticn of Bonds Payable

Total Current Liabilities
Noncurrent Liabilities:

Bonds Payable, Net of Current Portion

Premium on Bonds Payable

Compensated Absences Payable

Net Pension and OPEB Liability

Total Noncurrent Liabilities

Total Liabilities

DEFERRED INFLOWS OF RESOURCES:
peferred Inflows Relating to Pensions and OPEB

NET POSITTON:
Net Investment in Capital Assets
Restricted for:
Capital Projects
Unrestricted

Total Net Position

i

% 3,984,499,
2,074,344,
202,988,
137,948,
65,772,
135,020,

42
ol
85
59
11
53

6,600,573,

6L

517,561.
2,105,518,

97
25

2,623,080.

22

9,223,653.

83

2,248,498,

32

g8,325.
115,000.

13
00

203,325,

13

475,000.
3,347.

00
55

478,347,

23,252,

9,742,808.

55

78

00

10,244,408,

33

10,447,733,

46

873,369,

GO

2,029,732,

82,394.
(1, 961,077.

67

70
68)

3 151,049,

69

The accompanying notes are an integral part of these financial statements.
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BOTTINEAU PUBLIC SCEOQL DISTRICT NO. 1
Bottineau, Neorth Dakota

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2018

Program Revenues Net (Expense}
Charges Operating Revenue and
for Grants and Changes
Expenses Services Contributions . In Net Position
GOVERMMENTAL ACTIVITIES: ) 7
Regular Programs 4 4,792,092.95 $ 2,975.00 $ - s {4,789,117.95)
special Education " 755,210,311 27,100,006 - ) {728,110.25)
Vocational Education . 489,943,106 - 83,566,115 {406,376.85)
Federal Programs 374,767,776 - 362,363.47 {12,404.23)
District Wide Services 165,220,93 - - (165,220.93)
Other Programs & Services 52,578.94 - - {52,578.94)
Administration : 564,766.92 - - (564,766,92)
Operations and Maintenance i,212,327.51 - 609, 759.00 (601,568,51)
Food Service 585,828.85 "162,467.65 248,647.05 {178,714.15)
Transportation 514,669.42 - 319,258.00 (195,411.42)
Student Activities 313,733.18 . - - (313,733.18)
Interest 8,791.83 - - {8,791.83)
Total Governmental
Activities $ 9,832,931.64 § 192,542.71 $ 1,623,593.67 S (8,016,795.26)
General Revenues:
Property Taxes ' 2,477,809.71
0il & Gas Tax Revenue 747,569.27
State aid-not restricted teo
specific programs 4,760,151,39
Earnings on investments and
miscellanecus revenue 1346,407.87
Total General Revenues 8,061,938.24
Change in Net Position 45,1472.98
Net Position - July 1 191,738.8C
Restatement {Note 16) ) {85,832.09)
Net Position -~ July 1, as Restated 105,906.71
Net Position - June 30 $ 151,049.69

The accompanying notes are an integral part of these finangial statements.
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BOTTINEAU PUBLIC SCHOOL DISTRICT NO. '1
Bottineau, North Dakota

BALANCFE SHEET - GOVERNMENTAL FUNDS
June 30, 2018

Total
Special Capital Governmental
General Revenuea Projects Funds
ASSETS:
Current Assets:
Cash ' 5 1,480,336.61 & 1,230,366 $§ 2,502,932.45 S  3,984,499.42
Investments 986,057.70C ' - 1,088,286.31 2,074,344,01
Taxes Receivable 177,543.31 - 25,445,64 202,988.95
Due from Local Sources 133,345.38 - 4,603.21 137,948.59
Due from State Government 65,772.11 - - 65,772.11
Due from Federal Government 135,020.53 - - 135,020.53
Due from General Fund - - 112, 618,34 - 112,618.34
Total Assets $ 2,978,075.64 $ 1,230.36 % 3,733,885.95 & 6,713,191.85
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES:
current ILiabilities:!
Accounts Payable & 80,825.13 § - $ 7,500.00 & 88,325.13
Due to Capital Projects Fund 112,618.34 - - 112,618.34
Total Current Liabilities 193,443.47 - 7,500.00 200,943.47
Deferred Inflows of Resources:
Property Taxes Unccllected . 177,543.31 - 25,445, 64 202,988.85
FUND BALANCES: .
Restricted - - 92,394.70 82,394.70
Committed ’ - - 3,618,545.61 3,618,545,61
Assigned 108,743.40 1,230,386 - 1069,973.76
Unassigned 2,498,345.46 - - 2,498,345.46
Total Fund Balances 2,607,088.86 1,230.36 3,700,940.31 6,309,259,53
Total Liabilities, Deferred
Inflows of Resources, and
Funid Balances $ 2,978,075.64 5 1,230.36 $ 3,733,885.95 § 6,713,191,95

The accompanying notes are an integral part of these financial statements.
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BOTTINEAU PUBLIC SCHOOL DISTRICT NO. 1
Bottineau, North Dakota :

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHERT
TG THE STATEMENT OF NET POSITION
June 30, 2018

Total Fund Balances for Governmental Funds g

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

Capital assets used in governmental activities
are not current financial resources, S0 are
not reported in the governmental funds.

Cost of Capital Assets 12,879,049.73
Less Accumulated Depreciation (10,255,969.51)
Net Capital Assets

Property taxes will be collected after
year-end, but are not available scon
enough to pay for the current period's
expenditures and therefore are reported
as deferred inflows of resources in the

governmental funds. 202,988,

Long-term liabilities applicable to the
District's governmental activities are
not due and payable in the current period
and, accordingly, are not repocrted in the
governmental funds. Interest on long-term
debt is not accrued in governmental funds,
but rather is recognized as an expenditure
when due. &A1l liabilities, both current
and long-term, are reported in the
Statement of Net Position,.

Balances at June 30, 2018 are:

Bonds Payable ’ {596, 000.00)
Compensated Absence (23,252.78)
Net Pension and OPEB Liability (9, 742,8048.80}

{10,356,060.

Premiums on bonds payable are treated as

other financing sources in the governmental

funds, but are deferred to future periods in

the Statement of Net Position {amortized over

the life of the bonds). (3,347,
Deferred outflows and inflows of resources

related to pensions and OPES are applicable

to future periods and, therefore,

are not reported in the funds.

Deferred Outflows of Resources Related to Pensions and OPEB 2,248,498,
Deferred Inflows of Resources Related to Pensions and OPEB (873,369.

6,309,259.53

2,623,080.22

95

783

55)

32
003

Total Net Position of Governmental Activities . 5 151,049,

69

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

STATEMENT OF REVENUES,

Revenues:
Local Sources
State Sources
Federal Sources
Othér Sources

Tetal Revenues

Expenditures:

Current:
Regular Programs
Special Education
Vocational Education
Federal Programs
District Wide Services
Other Programs and Services
Administration
"Operations and Maintenance
Food Service '
Transportation
Student Activities

Capitai Cutlay

Debht Service:
Principal
Interest

Total Expenditures

Excess of Revenues Qver

Bottineau,

GOVERNMENTAL FUNDS

1

EXPENDITURES AND CHANGES IN FUND BALANCES

For the Year Ended June 30, 2018
Total
Special Capital Governmental

General Revenue Projects Funds
$ 2,971,670.47 172,605.61 s 295,885.03 3 3,440,161.11
5,699,973.72 2,257.32 - 5,702,231.04
375,124.29 246,388.73 - 621,514.02
48,386.50 - - 48, 386.50
9,095,154.98 421,252 .66 295,885.03 9,812,292.67
4,121,715,58 - - 4,121,715.58
755,210.31 - - 155,210.31
489,943.10 - - 489,943.10
374,767.70 - - 374,767.770
165,220.93 - - 165,220.93
52,578.94 - - 52,578.94
564,766.92 - - 564,766.92
775,014.60 - 405, 647.56 1,189,662.16
- 586,492.05 - 586,482.05
448,544,37 - - 448,544 .37
287,733.18 - - 287,733.18
92,888.06 - 124,186.00 217,074.06
58,267.G0C - 56,733.00 115,0006.0¢
9,015.00 - - 9,015.00
8,195,665.69 586,492.05 586,566.56 9,368,724.30
896,489.29 ({165,239.39) {290,681.53) 443,568.37

(Under} Expenditures

Other Financing Sources

(Uses):

Transfers In
Transfers Out

Total Other Financing
{Uses)

Sources
Net Change in Fund Balances

Fund Balance - July 1

Fund Balance - June 30

The accompanying notes are

{1,204,050.76)

165,000.00

1,013,050.76

1,178,850.76
{1,204,050.76)

{1,204,050.76)

165,000.00

1,013,050.76

{26,000.00}

(304,561.47}

2,911,650.33

(239.39)

1,469.75

722,369.23

2,978,571.08

417,568.37

5,891,691.16

‘s 2,607,088.86

1,230.36 3

3,700,940.31

$ 6,309,259.53

an integral part of these financial statements.
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BOTTINEAU PUBLIC SCHOOL DISTRICT NO. 1
Bottineau, North Dakota

RECONCILIATION QF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2018

Net Change in Fund Balances-Total Governmental Funds 3 417,568.37

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

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

Current Year Capital Outiay . 217,074,086
Current Year Depreciation Expense (411,770.28)

{194, 696,22)

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

Net Increase in Compansated Absences (7,120.95)

Repayment of noncurrent liabilities is an
expenditure in the governmental funds, but
the repayment reduces noancurrent liabilties
in the Statement of Net Position. Additionally,
premiums or discounts related to the debt are
included on the Statement of Net Positien and
amortized te interest expense over the life of
the debt in the Statement of Activities.

Amertization of Bond Premium 223.17
Principal Payments of Notes Payable 115,000.90

115,223, 17

Some revenues reported in the Statement of
Activities are not reported as revenues in
the governmental funds since they do not
represent available resources to pay current
expenditures. This consists of the ipcrease
in taxes receivable. 65,781.95

Governmental funds report district pension and OPEB
contributicns as expenditures. However, in the Statement of
Activities, the cost of pension and OPEB benefits carned net of
employer contribution is reported as pension and OPEB expense. {351, 613.34)

Net change in Net Position of Governmental Activities $ 45,142,908

The accompanying notes are an integral part of these financial statements.
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BOTTINEAU PUBLIC SCHOOL DISTRICT NO, 1
Bottineau, North Dakota

STATEMENT OF ASSETS AND LIABILITIES
FIDUCIARY FUNDS
June 30, 2018

ASSETS:
Current Assets:
Cash and Investments ] 339,098.75
LIABILITIES:
Current Liabilities:
Accounts Payable 720.10
Due to Student Activities Groups 338,378.65
Total Liabilities 3398,098.75

NET POSITION:
Unrestricted . $ -

The accompanying notes are an integral part of these financial statements,
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NOTE 1:

BOTTINEAU PUBRLIC SCHCQL DISTRICT NC. 1
Bottineau, North Dakota

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2018 )

SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES

The financial statements of the school district have been prepared in
conformity with accounting principles generally accepted in the United
States of BAmerica (GARF) as applied to government units, The
Governmental Accounting Standards Board ({GASB) is the accepted
standard setting body for establishing governmental accounting and
financial reporting principles. The more significant of the
government's accounting policies are described below.

A, Financial Reporting Entity

The accompanying financial statements present the activities of the
Bottineau Public School District Ne. 1. The school district has
considered all potential component units for which the schocl 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 inccomplete. The GASB has set
forth criteria to be considered in determining financial
accountability. This criteria includes appointing a voting majority of
an organization’s governing body or an organization being fiscally
dependent and (1) the ability of the Bottineau Public School District
No. 1 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, Bottineau Public School District No. 1.

fased on these criteria, there are no compenent units to be included
within the Bottineau Public School District No. 1 as a reporting

entity. :

B. Financial Statement Presentation

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

The Statement of MNet Position presents the school district’s
nonfiduciary assets, deferred outfiows of rescurces, liakilities, and
deferred inflows of resources,. with the difference reported as net
position. Net position is reported in the fellowing categories.

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

Restricted nei position results when constraints placed on net

pesition use are either externally imposed or imposed by law
through constitutional provisions or enabling legislation.

12




Unrestricted net position consists of net position not meeting the
definition of the two preceding categories. Unrestricted net
position coften 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
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 progranm
revenues, - including taxes, are presented as general revenues.

Under the terxrms of grant agreements, the school district funds certain
programs by a combination of specific cost-reimbursement grants and

general revenues. Thus, when program expenses are incurred, there are
both restricted and unrestricted net position available to finance the
program, It is the school district’s policy te first apply cost-

reimbursement ¢rant resources to such programs, followed by general
revenues. ‘

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

The school district reports the following major governmental funds:
General Fund. This is the school district’s primary opératihg fund.

It accounts for all financial resources of the general government,
except those required to be accounted for in another fund.

Special Revenue Fund. This is the school district’s hot lunch
operating fund. It accounts for all financial resources related to
food service.

Capital Projects Funds. This the school district’s financial
resources fund. it accounts for the acquisition, construction,

maintenance and insurance of major facilities.

The school district does not have any nonmajor governmental funds.

The school district reports the following fiduciary fund types:

Agency Fund. This fund accounts for assets held by the school
distriet in a custodial capacity as an agent on behalf of others. The
achocl district’s ageney fund is used to account fox various deposits

of the student activity funds.

¢. Measurement Focus and Basis of Accounting

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

13




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

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

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

Government-wide Financial Statements

The government-wide and 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 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 reguirements imposed by the provider have been satisfied.

Governmental Fund Financial Statements

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

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

accounting. However, differences exist from accrual accounting
related primarily to payments involving long-term assets and
liabilities. These differences were discussed above 1n the

explanation of the current financial resources measurement focus.

D. Budgets

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

14




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 August 25. The governing body of the school
district may amend its tax levy and budget of the current fiscal vyear
on or before the tenth day of October of each year, but the
certification must be filed with the county auditer by October 1C.
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 eguivalents include amounts in demand deposits, monéy
market accounts and certificates of deposit with original maturities
of three months or less. These amounts must be deposited with Bank of
North Dakota or in a financial institution situated and doing business
within this state... Depecsits, other than with the Bank of North
Dakota, must be fully insured or bonded. Iin lieu of a bond, a
financial institution may provide a pledge of securities equal to 110%
of the uninsured balance.

State statutes authorize the school district to invest in:

a) Bonds, treasury bilis and notes, or other securlties 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 c¢reated by an act of
Congreass. '

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.

a) Certificates of Depeosit fully insured by the Federal Deposit
Insurance Corporation or the state.

d} Obligations of the state.

F. Interfund Transactions

In the governmental fund statements, transactions that constitute
reimbursements to a fund for expenditures initially made from it that
are properly applicable to ancther 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. 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.
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G. Capital Assets

Capital assets include plant and equipment, and are repcorted 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
vatue of the asset or materially extend the assets’ livesg 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 . 30 years
Eguipment 8 to 20 years

H. Noncurrent Obligations

Noncurrent obligations include long-term debt, compensated absences
and net pension liabilities. In the government-wide financial
statements, non-current obligations are reported as liabilities in
the governmental activities Statement of Net Positicn. Bond premiums
or discounts are capitalized and amortized over the term of the
related obligation, 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 amcunt of debt
issued is reported as another financing source. 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.

Compensated Absences

Compensated absences consists of annual leave which is compensated at
termination of employment ab the employee’s daily pay rate. The
liability for the portion of compensated absences related to annual
leave is reported in the government-wide Statement of Net Position.

Pensions

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

value,
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Other Post Employment Benefit (OPEB)

For purposes of measuring the net OPEB liability, deferred cutflows
of resources and deferred inflows of resources related to OPEB, and
OPEB expense, information about the fiduciary net position of the
Nerth Dakota Public Employees Retirement Systen (NDPERS) and
additions to/deductions from NDPERS’ fiduciary net position have been
determined on the same basis as they are reported by NDPERS. For this
purpose, benefit payments are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair
value.

i. Fund Equity

Governmental funds utilize a fund balance presentation for equity.
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 not in spendable form (such as inventory or
prepaids) or legally required to remain “intact {such as nctes
receivable or principal of a permanent fund).

Restricted Fund Balance -~ represents amounts with external
constraints placed on the use of these resources (such as debt
covenants, grantors, other governments, etc.} or imposed by enabling
legislation.

Committed Fund Balance — represents amounts that can only be used for
specific purposes imposed by a formal action of the schocl district’s
highest level of decision-making authority, the school beard.
Committed resources cannct 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.

Assigned Fund Balance -~ represents amcunts the school district
intends to use for specific purposes as expressed by the schocl board
or an official delegated the authority to assign amounts. This is

the residual classification for all governmental funds other than the
general fund. As of June 3G, 2018, the schocl beoard has not granted
any official the right to assign amounts to a specific purpose.

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

J. Use of Estimates

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

NOTE 3:

K. New Accounting Proncuncements

As of July 1, 2017, the school district adopted GASB No 75,
Accounting and Financial Reporting for Postemployment Benefits Other
than Pensions. The implementation of this standard requires
governments to calculate and report the costs and obligations
associated with postemployment benefits other than pensions in their
basic financial statements. Employers are required to recognize the
entire OPEB liability and a more comprehensive measure of OPEB
expense. The effect of the implementation of these standards on
beginning net position is discleosed in Note 16 and the additional
disclosures required by these standards are included in Note 14 and
supplemental schedules. '

CASH AND INVESTMENTS

The school district’s deposits at year-end were entirely covered by
federal depository insurance or by collateral held Dby the school
district’s agent in the school district’s name, The 1investments of
the school district during the year ended June 30, 2018 consisted of
certificates of deposit stated at cost.

Custodial and Concentration of credit risk:

For deposits and investments, the custodial credit risk is .the risk
that, 4in the event of the failure - of a depository financial
institution, the schoel district will not be able to Trecover
collateral securities that are in the possession of an outside party.
As discussed in Note 1-E, state statutes require the market value of
collateral pledged must equal 110% of the deposits not covered by
insurance or bonds. ‘As discussed above, the school district’s
deposits were adequately protected by insurance or collateral during
the current fiscal year. These deposits are Category 1 deposits that
include insured and registered investments for which the securities
are held by the school district. '

Interest rate risk:

Generally, the longer the maturity period of an investment, the
greater the sensitivity of its fair value to changes in market
interest rates. 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 requirements.

TAXES RECEIVABLE

The taxes receivable represents 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 properéy taxes levied
in the Gcounty for all taxing authorities. Any material tax
collections are distributed after the end of each month.

Property taxes are levied as of January 1. The property taxes attach
as an enforceable lien on property on 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
QOctober 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 agssessments in a single
payment on or before February 15t and receive the discount on the

property taxes.
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NOTE 4:

NOTE 5:

NOTE 6:

NOTE 7:

NOTE 8:

DUE FROM LOCAL SQURCES

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

‘other money due from miscelianeous local sources.

DUF, FROM STATE GOVERNMENT

The amount due from state government consists of an energy grant.

- DUE FROM FEDERAL GOVERNMENT

The amount due from federal government consists of the final
reimbursement claims from Title T, Zist Century and Title IT Part A.

CAPITAL ASSETS

The following is a summary of changes in capital assets for the vyear
ended June 30, 2018:

Balance Balance

Governmental Activities: 7/1/2017 Increases Deletions 6/30/2018
Capital Assets Being )

Pepreciated;
Buildings s 8,379,183.00 § - ) - 5 8,37%,163,00
Equipment i 4,282,782.67 217,074,086 — 4,498,856.73

Total Capital Assets,

Being Depreciated 12,661,975.67 217,074,086 — 12,879,049.73

Less Accumnlated
Depreciation For:

Buildirgs 7,649,110.60 212,520.43 - 7,863%,631,03
Equipment 2,195,;088.63 19%,249,85 = 2,394,338.48

_Total Accumulated Depreciation G,844,199,23 411,770.28 - 10,255,865.51

Total Capital Assets
Being Depreciated, Net 3 2,817,776.44 3 (194,696.22) $ = $ 2,623,080.22

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

Governmental Activities:

Regular Programs 5 311,643.08
Transportation l 66,125.05
Operations and Maintenance 30,665.35
Food Service 3,336.80
Total Depreciation-

Governmental Activities 5 411,770.28

ACCOUNTS PAYABLE

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

 NOTE

9:

10:

.DEFERRED OQUTFLOWS AND INFLOWS OF RESOURCES

Like revenues and expenses, deferrals represent flows of resources
into and out of a government during the fiscal year. However, uniike
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 pensicn & OPEB liability and pension & OFEB 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 revernue 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
resources on its fund financial statements is unecollected property
taxes, which are not expected to be collected within the allotted 60
day time period after year end in order to gualify as available under
the school district’s policy.

NONCURRENT LIABILITIES

During the year-ended June 30, 2018, the following changes occurred in
nencurrent liabilities:

Balance . Balance
7/1/2017 Additions Deletions 6/30/2018
Bonds Payable 5 705,000.00 % - % 115,000.00 S 590,000.00
Compensated Absences 16,131.83 7,120.95 - 23,252,78
G 721,131.85 § . 7,120.85 3 115,000.00 § 613,252.78

Current due within cone year:
Bonds Payable 3 115,000,00

Bonds Payable

On June 5, 2013, the school district issued $1,150,000.00 in Limited
Tax Bonds Series 2013. The net proceeds. included a premium of
5$4,463.40. The bond payable and itg related premium were recorded in
noncurrent liabilities on the school <district’s statement o©f net

position.

The premium was capitalized and is being amortized to interest
expense on a straight-line basis {as the difference between the
stralght-line and effective interest methods was immaterial) . The
amount amortized in the current year was $223.17. ‘

The terms of the bond are as follows:

$1,150,000.00 Limited Tax Bonds Series 2013
dated June 5, 2013 due in annual instaliments
of $110,000.00 to $120,000.00, due on August 1,
2016 through 2023, with interest at 1.338%

per annum due semimonthly on February 1 and

August 1, commencing February 1, 2016. g 58G,000.00
4

Due within one year _ {115,000.00)

Net Noncurrent portion s 475,000.00
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NOTE 11:

NOTE 12:

NOTE 13:

As of June 30, 2018, future payments on noncurrent debt are as

follows:
GOVERNMENTAL ACTIVITIES

Year Ending

June 30 Principal Interest
2019 3 115,000.00 8 7,865.00
2020 115,000.00 6,542.00
2021 12¢,000.00 5,220.00
2022 120,000.00 3,660.00
2023 120,4606.00 1,920.00

Totals 5 590,006.00 S 25,207.00

FUND BALANCE

Fund balance as of June 30, 2018 is as follows:

Special Capital
General Revernue Projects Total

Fund Balances:
Rastricted -

Capital Projects ] - $ - & 82,384.70 8 82,384,770
Committed

Capital Projects - - 3,618,545.61 3,618,545.61
Agsigned

Character Counts 108,743.40 - - 108,743.40

Food Service - 1,230,36 - 1,230.36
Unassigned 2,498,345.46 - ~ 2,498,345.46

s 2,607,088.86 § 1,230.36 -$ 3,700,940.31 5 6,309,259.53

TRANSFERS AND INTERFUND RECEIVABLE/PAYABLE

The general fund transferred $165,000.00 to the special revenue fund
to pay for food service expenses, $1,013,050.76 to capital projects
for capital improvements and repalrs and $26,000.00 to the activity
fund to help with expenses.

PENSTION PLANS

The school district has two employee pension plans, the North Dakota
Teachars! Fund for Retirement (TFFR) and the North Dakota Public

Employees Retirement System (NDPERS) .

North Dakota Teachers’ Fund for Retirement

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

15-39.1 for more complete information.

TFFR is a cost-sharing multiple-employer defined benefit pension plan
covering all North Dakota public teachers and certain other teachers
who meel 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, :
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Responsibility for administration of the TFFR benefits program 1s
asslgned to a seven-member Board of Trustees {Board). The Board
consists of the State Treasurer, the Superintendent of Pubiic
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 schocl administrator, and £wo retired members.
The TFFR Board submits any necessary or desirable changes in statutes
relating to the administration of the fund, including benefit terms,
to the Legislative Assembly for consideration. The Legislative
Assembly has final authority for changes to benefit terms and

contribution rates.

Pension Benefits

For purposes of determining pension benefits, members are classified
within one of three categoriss. 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
benefits when three or more years of credited service as a teacher in
North Dakota have accumulated, the member is no longer employed as a
teacher and the member has reached age 65, or the sum of age and
years of service credit eguals or exceeds 85. TFFR permits early
retirement from ages 55 to 64, with benefits actuarially reduced by
6% per year for every year the member’s retirement age is less than
65 years or the date as of which age plus service equal 85. In either
case, benefits may not exceed the maximum benefits specified in
Section 415 ¢f the Internal Revenue Code.

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

Tier 1 Non-grandfathered

A Tier 1 non-grandfathered member is entitled to receive unreduced
benefits when three or more years of credited service as a teacher in
North Dakota have accumulated, the member is no longer employed as a
teacher and the member has reached age €5, or has reached age 60 and
the sum of age and years of service credit equals or exceeds 90. TFER
permits early retirement from ages 55 to 64, with Dbenefits
actuarially reduced by 8% per year from the earlier of age 60/Rule of
90 or age 65. In either case, benefits may noct exceed the maximum
benefits specified in Section 415 of the Internal Revenue Code.

Pension benefits paid by TFFR are determined by NDCC Section 15-3%.1-
10. Monthly benefits under TFFR are equal 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
penefits in the form of a single life annuity, 100% or 50% joint and
survivor annuity, ten or twenty-year term certain annuity, partial
lump-sum option or level incowme with Sccial Security benefits.
Members may also gualify for benefits calculated under other

formulas.
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Tier 2

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

Pension benafits paid by TFFR are determined by NDCC Section 15-3%.1-
10. Monthly benafits under TFFR are equal tc the five highest annual
salaries earned divided by 60 menths and multiplied by 2.00% times
the number of service credits earned. Retirees may elect payment of
benefits in the form of a single life annuity, 100% or 50% joint and
survivor annhuity, ten or twenty-year term certain annuity, partial
lump-sum option or level income with Social Security benefits.
Members may also qualify for benefits calculated under other

formulas.

Death and Disability Benefits

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

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

Member and Employer Contributions

Member and employer contributions paid to TFFR are set by NDCC
Section 15-39,1-09. Every eligible teacher in the State of North
Dakota is required to be a member of TFFR and is assessed at a rate
of 11.75% of salary as defined by NDCC Section 15-32.1-04. Every
governmental body employving a teacher must alsec pay into TFFR & sum
equal to 12.75% of the teacher’s salary. Member and ecmployer
contributions will be reduced to 7.75% each when the fund reaches
100% funded ratio on an actuarial basis.

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

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

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

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 B85 (Rule of 85), or at normal
retirement age (65). For members hired on or after January 1, 2016
the Rule of 85 will be replaced with the Rule of 90 with a minimum
age of 60. The monthly pension benefit is equal to 2.00% of their
average monthly salary, using the highest 36 months out.of the last
180 months of service, for each year of service. The plan permits
early retirement at ages 55-64 with three or more years of service.

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

Death and Disability Benefits

Death and disability benefits are set by statute. If an active
member dies with less than three years of service for the Main
System, a death Dbenefit equal to the value of the member’s
accumulated contributions, plus interest, 1is paid to the member’s
beneficiary, Tf the member has earned more than three years of
credited service for the Main System, the surviving spouse will be
entitled to a single payment refund, life-time monthly payments in an
amount equal to 50% of the member’s accrued normal retirement
benefit, or monthly payments in an amount equal tc the member’s
accrued 1090% Joint and Survivor retirement benefit if the member had
reached normal retirement age prior to date of death. If the
surviving spouse dies before the member’s accumulated pension
benefits are paid, the balance will be payable Lo the surviving
spouse’s designated beneficiary.

- Eligible members who become totally disabled after a minimum of 180
days of service, receive monthly disability benefits equal to 25% of
their final average salary with a minimum benefit of $1i00. To
qualify under this section, the member has to becoms disabled during
the period of eligible employment and apply for benefits within one
year of termination. The definition of disabled is set by the NDPERS
in the North Dakota Administrative Code.
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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 accumuiated member centributions and vested employer
contributions, plus interest, or may elect to receive this amount at
a later date. Tf the member has vested, they have the option of
applying for a refund or can remain as a terminated vested
participant. If a member terminated and withdrew their accumulated
member contribution and is subsequently reemployed, they have the
option of repurchasing their previous service.

Member and Employer Contributions

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

The member’s account Dbalance includes the vested employer
contributions equal to the member’s contributicons to an eligible
deferred compensation plan. The minimum nember 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 $25

* 13 to 24 months 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 325

Pension Liabilities, Pension Expense, and Deferred Outflows of
Resources and Deferred Inflows of Resources Related to Pensions fAll
Plans)

At June 30, 2018, the school district reported a total liability of
$9,638,976.00 (87,403,038.00 for its proportionate share of TFFR' s
net pension lisbility and $2,235,938.00 for its proportionate share
of NDPERS’ net pension liability). The net pension liabilities for
both plans were measured as of July 1, 2017, and the total pensicn
liability used to calculate the net pension liability for each plan
was determined by an actuarial valuation as of that date.

For TFFR, the school district's proportion of the net pensicn
liability was based on the scheol district's share of covered payroll
in the pension plan relative to the covered payroll of all
participating TFFPR employers. At July 1, 2017, the school district's

proportion related to TFFR was 0.5383981 percent, which was a decrease.

of 0.039660 percent from its proportion measured as of July 1, 2016.

Related to NDPERS, the scheol district's proportion o¢f the net
pension liability was based on the school district's share of covered
payrell in the Main System pension plan relative to the covered
payroll of all participating NDPERS Main System employers. At July
1, 2017 the schocl district's proportion related to NDPERS was
0.139109 percent, which was a decrease of 0.,005352 percent from its
proportion measured as cf July 1, 2016,

For the year ended June 30, 2018 the scheool district recognized total
pension expense of $920,236.00, ($5%$3,512.00 related to TFFR and
$326,724.00 related to NDPERS}. At June 30, 2018 the school district
reported deferred outflows of rescurces and deferred infleows of
resources related to pensions from the following sources:
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TEFR 1 1 HOPERS [ [ TOTAL |

Deferred Dbaferrad Deferred Daferred peferred Taferred
outflows of Inflows of outflowa of Inflows of outflews of Inflows of
Resources Resources Resourcas Resoutees Resources Resources
Differences between
expected and actual
experience ¥ 28,396.00 § 80,815.00 § 13,250,00 $ 10,894.00 3 41, 686.00 § 91,708.00
changes ¢f assumption . 527,661.00 - 916,866.00 50,431,900 1,444,54%.00 50,431.00

Net difference between

projected and actual

earnings on pension

plan lnvestments 102,257,900 - 30,072,080 - 122,329,000 -
Changes in proporticn and

differences betieen

distriet contributions

and proportionzte

share of contributlons - 633, 864,00 27,105.00 88, 665,00 27,105.00 722,553, 00
District contributiocns

subsequent to the

measurement date 482,494.99 = 54, 835.86 - 577,330.85 -

Total $ 1,146,809.9% § 714,699.00 $ 1,082,188.86 § 149,9%4.00 $ 2,222,997.85 $ B64,692.00

$577,330.05 ($482,494.99 from ~TFFR and $94,835.86 from NDPERS)
reported as deferred outflows of resources related to pensions
resulting from the schocl district’s contributions subsequent to the
measurement date will be recognized as a reduction of the net pension
liability in the year ended June 30, 20189.

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

TFFR NDPERS TOTAL
Year Ended June 30:

2018 s 8,659.00 $ 183,196.460 $ 191,855.00

2019 169,053.00 224,458,060 353,511,00

2028 68,630.00 193,008.00 261,639.00

2021 {107,548.00) 149,581.00 42,033.,00

2022 {117,729,090) 87,115.00 (30,614.00)
Thereafter {77,451,00) - (77,451.00)

Actuarial assumptions:

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

TFER HNDPERS
Inflatien 2.75% 3.50%
Salary Increases . 4.25% to 14,50%, varying by servics, See Below
including inflation and productivity
Investment rate of raturn 7.75%, net of investment expsnses 7.75%, net of lnvestment expenses
Cost-of-1iving adjustments tone Hone

HDEERS Szlary Increases:

Servica at Beginning Increase Rate:
of Year:
aQ 15.00%
1 10.00%
2 8.00%
Age*
Undexr 34 8.00%
36 - 40 T.50%
41 - 49 6.00%
50+ 5.00%

*Age-based salary increase rates apply for employees with three cor
more years of service
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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 o©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 using 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 3¢, 2015%. They are the same as
the assumptions used in the July 1, 2017 funding actuarial valuation
for TFFR.

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

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

e Added explicit administrative expense assumption, egual to prior
year administrative expense plus inflation.

¢ Rates of turnover and retirement were changed to ketter reflect
anticipated future experience. . _

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

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

Asset Class i Target Allccation Long—Term Expected Real
Rate of Return
Glokal Egquities 58% 6.7%
Glokal Fixed Income 23% 0.8%
Glokal Real Assets ©1B% 5.2%
Cash Equivalents 1% ' 0.0%

piscount rate., The discount rate used to measure the total pension
liability was 7.75 percent as of Juame 30, 2017. The projection of
cash flows used to determine the discount rate assumes that member
and employer contributions will be made at rates equal to those based
on the July 1, 2017 Actuarial Valuation Report. Fox this purpose,
only employer contributions that are intended to fund benefits of
current plan members and their beneficiaries. are included. Projected
employer contributions that are intended to fund the service costs of
future plan members and thelx beneficlaries, as well as projected
contributions from future plan members, are not included. Based on
those assumptions, the pensien plan's fiduciary net position was
projected to be available to make all projected future benefit
payments for current plan members as of July 1, 2017. Therefore, the
long-term expected rate of refturn on pensicn plan investments was
applied to all periods of projected benefit payments to determine the
total pension liability as of June 30, 2017.
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NDPERS specific actuarial assumptions:

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

The long-term expected rate of return on pension plan investments 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
ecach major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future
real rates of return by the target asset allocation percentage and by
adding expected inflation. Best estimates of arithmetic real rates of
return for each major asset class included in the Fund’s target asset
allocation are summarized in the following table:

Asset Class Target Allocation Long-Term Expected Real
Rate of Return
Domestic Equity 31% 6.05%
International Equity 21% 6.70%
Private Equity 5% 10.20%
Domestic Fixed Income 17% 1.43%
International Fixed Income . 5% -0,45%
Global Real Assets. 20% 5.16%
Ccash Eguivalents 1% 0.00%

Discount rate. For NDPERS, GASB Statement No. 67 includes a specific
requirement for the discount rate that is used for the purpose of the
measurement of the Total Pension Liability. This rate considers the
ability of the System to meet benefit obligations in the future. To
nake this determination, emplcoyer contributions, employee
contributions, benefit payments, expenses and investment refurns are
projected intc the future. The current employer and employee fixed
rate contributions are assumed to be made in each future year. The
Plan Net Position {assets) in future years can then be determined and
compared to its obligation to make benefit payments in those years.
In years where assets are not projected to be sufficient to meet
benefit payments, which is the case for the NDPERS plan, the use of a
municipal bond rate is required.

the S8ingle Discount Rate (SDR} is eguivalent to applying these two
rates to the benefits that are projected to be paid during the
different time periods. The SDR reflects (1) the long-term expected
rate of return on pension plan investments (during the period in
which the fiduciary net position is projected to be sufficient to pay
benefits) and {2) a tax-sxempt municipal bond rate based ¢n an index
of 20-year general obligation bonds with an average AA credit rating
as of the measurement date (to the extent that the contributions for
use with the long-term expected rate of return are not met) .

The pension plan’s fiduciary net position was projected to be
sufficient to make ail projected future benefit payments through the
year of 2061. Therefore, the long-term expected rate of return on
pension plan investments was applied to projected benefit payments
through the year 2061, and the municipal bond rate was applied tc all
benefit payments after that date. For the purpose of this valuation,
the expected rate of return on pension plan investments is 7.75%; the
municipal bond rate is 3.5%6%; and the resulting Single Discount Rate

is 6.44%.
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NCTE 14:

Sensitivity of the School Disgtrict's Proportionate Share of the ﬁet
Pension Liability to Changes in the Discount Rate (A1l Plans)

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

pistrict's Proporticnate Share of Net Pension Liability
Current Discount

1% Decrease (6.75%) Rate {7.75%} 1% Increase (8.75%)
TFFR s 9,842,470.00 3 7,403,038.G00 . 5§ 5,372,284.00
1% Decrease (5.44%) Rate {(6.44%; 1% Increase (7.44%)
NDPERS g 3,035,354.00 s 2,235,938.00 5 1,570¢,857.00

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

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

Other Post Employment Benefits (OPEB)

North Dakota Public Employees Retirement System‘

The following brief description cf NDPERS is provided for general
information purposes only. Participants should refer tc 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 credit 1is also
available to apply towards monthly premiums under the state dental,
vision and long-term care plan and any other health insurance plan.
The Retiree Health Insurance Credit Fund 'is advance-funded on an
actuarially determined basis.

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

OPEB Benefits
The employer contribution for the PERS, the HPRS and the Defined

Contripution Plan is set by statute at 1.14% of covered compensation.
The employer contribution for employees of the state board of career
and technical education is 2.99% of covered compensation for'a period
of eight years ending Octcber 1, 2015. Employees participating in the
retirement plan as part-time/temporary members are required to
contribute 1.14% of their covered compensation toc the Retiree Health
Tnsurance Credit Fund. Employees purchasing previous service credit
are also required to make an employee contribution te the Fund. The
benefit amount applied each year 1is shown as "orefunded credit
applied” on the Statement of Changes in Plan Net Position for the

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

Effective July 1, 2015, the credit is alsc available to apply towards
monthly premiums under the state dental, vision and long-term care
plan and any other health insurance plan. The benefits are egual to
$5.00 for each of the employee’s, or deceased employee's years of
credited service not to exceed the premium in effect for selected
coverage. The retiree health insurance credit is also available for
early retirement with reduced benefits.

OPEB Liabilities, OPEB Expense, and Deferred Cutflows of Resources
and Deferred Inflows of Resources Related to OFEB

AL  June 30, 2018, the school district reported a liability of
$103,832.00 for its proportionate share of the net OPEB liability.
The net OPEB liability was measured as of July 1, 2017, and the total
OPER liability wused to calculate the mnet OPEB liability was
determined by an actuarial valuation as of that date. The school
district's proportion of the net OPEB liability was based on the
schocl district's share of covered payroll in the OPEB plan relative
to the covered payroll of all participating OPEB employers. AL July
1, 2017 the school district's proportion was G.131265 percent.

For the year ended June 30, 2018, the school district recognized OPEB
expense of 512,169.00. At June 30, 2018, the school district reported
deferred outflows of rescurces and deferred inflows of resocurces
related to OPEB from the following sources:

B OPEB |

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between
expected and actual
experience $ - $ 2,532,008
Changes of assumption 10,057.00 -

Net difference between

projected and actual

earnings on QPEB

plan investments - 3,926.00
Changes in proportion and

differences between

district contributions

and proportionate

share of contributions - 2,218.00
District contributions

subsequent to the

measurement date 15,443.47 =

Total s 25,500.47 5 8,676.00
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$15,443.47 reported as deferred outflows of resources related to OPEB
resulting from school district contributions subsequent to the
measurement datz will be recognized as a reduction of the net OPEB
liability in the year ended June 30, 2019,

Other amcunts reported as deferred outflows of resources and deferred
inflows of resources related to OPEBs will be recognized in OPEB

expense as follows:

OPEB
Year Ended June 30:
2018 g (151.00)
2019 (151.008)
2020 (151.008)
2021 (151.08)
2022 831.0¢C
Thereafter 1,154.08

Actuarial assumptions:

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

QPEB
Inflation 2.50%
Salary Increases Not applicable
Investment rate of return 7.50%, net of investment expenses
Ceost-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 SSA 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-bloekx method in which best-
estimate ranges of expected future real rates of return ({expected
returns, net of RHIC investment expense and inflation) are developed
for each major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future
real rates of return by the target asset allccation 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 £ollowing

table:

Asset Class Target Allocation Long-Term Expected Real
Rate of Return
Large Cap Domestic Equities 37% 5.80%
Small Cap Domestic Equities 9% 7.05%
International Equities 14% 6.20%
Core-Plus Fixed Income 40% 1.56%
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NOTE 15:

Discount rate. The discount rate used to measure the total OPEB
iiability 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 equal to those based on
the July 1, 2017, and July 1, 2016, HPRS actuarial valuation reports.
For this purpose, only employer contributions -that are intended to
fund benefits of current RHEIC members and their beneficiaries are
included. Projected employer contributions that are intended to fund
the service costs of future plan members and their beneficlaries are
not included. Based on these 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 1return on RHIC investments was applied te all
periods of projected benefit payments to determine the total OPEB
liability.

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

The follewing presents the net OPEB liability of the Plans as of June
30, 2017, 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 I-percentage-point lower (6.5 percent) or 1-
percentage-point higher (8.5 percent} than the current rate:

Current Discount
1% Decrease (6.50%) Rate (7.50%) 1% Increase (8.50%)
OPEB $ 129,985.00 § 103,832.00 $ 81,414.00

RISK MANAGEMENT

The Bottineau Public School District No. 1 is exposed to various risks
of loss relating te 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 WNorth Dakota Tnsurance
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 Bottineau Public School District
No. 1 pays an annual premium to NDIRF for its general liability, auto,
and inland marine insurance coverage. The coverage by NDIRF is

limited to losses of two million dellars per occurrence.

The Bottineau Public School District No. 1 also pafticipates in the
North Dakota Fire and Tornade Fund and the State Bonding Fund. The

Bottineau Public School District No. 1 pays an apnual premium to the

Fire and Tornado Fund to cover property damage to buildings and

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

insurance carrier for losses in excess of one million dollars per
occurrence during a 12-month period. The State Bonding Fund currently
provides the political subdivision with blanket fidelity bond coverage
in the amount of $2,000,000.00 for its employees. The State Bonding
Fund does not currently charge any premium for this coverage.

The Bottineau Public School District Neo. 1 has  insurance with North
Dakota Workforce Safety and Insurance and purchases commercial
insurance for employee health and accident insurance.

Sertled claims resulting from these risks have not exceeded insurance
coverage in any of the past three fiscal years.
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NOTE 16: RESTATEMENT DUE TO ADOPTION OF ACCOUNTING STANDARDS

As of July 1, 2017, the school district adopted GASB No 75,
Accounting and Financial Reporting for Postemployment Benefits Other
than Pensions. The implementation of these standards requires
governments to calculate and report the costs and obligations
associated with postretirement benefits other than pensions in their
financial statements, including additional note disclosure and
required supplementary information. Beginning net position was
restated to retroactively report the beginning net OPEB liability and
deferred outflows of resources related to contributions made after
the measurement date as follows:

Net Position at June 30, 2017, as previously reported 5 181,738.80
Net Other Post Employment Benefits (OPEB) liability at June a0, 2017 (103,451.00}
Defarred Outflows of Resource related te contributions made

during the year ending June 30, 2017 17,618,881
Net Position at July 1, 2017, as restated $ 105,806.71

*Measurement date of June 30, 20%7

NOTE 17: EXCESS OF ACTUAL EXPENSES OVER BUDGET

Expenditures exceeded budget in the general fund as follows:
Year Ended June 30, 2018 $ 95,697.79

No remedial action is anticipated or required by the school distric
regarding these excess expenditures. :

NOTE 18: SUBSEQUENT EVENTS

The school district has evaluated subsequent events through August 24,
2018, the date which the financial statements were available to be
issued.
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BOTTINEAU PUBLIC SCHOOL DISTRICT NO. 1

Bottineau,

North Dakota

BUDGETARY COMPARISON SCHEDULE — GENERAL FUND

For the Year Ended June 30,

2018

Variance
Original Final Positive
Budget Budget Actual {Negative)
Revenues:

Local Sources 5 3,280,023.81 § 3,280,023.81 2,971,670.47 $ {308,353.34)

State Sources 5,066,857.18 5,066,857.18 5,699,973.72 633,116.54

Federal Scurces 360,815.47 360,815.47 375,124.29 14,308.82

Other Sources 48,630.,00 48,630,060 48,386,50 {243,50)
Total Revenues 8,756,326,46 8,756,326,46 9,095,154,98 338, 828.52
Expenditures:

Current:

Regular Programs 4,217,471.,19 4,217,471,19 4,121,715.58 95,755.61

special Education 788,498,50 788,498.50 755,210.31 33,288,319

Vocational Education 505,090.66 505,090.66 489,943,10 15,147,5€

Federal Pregrams 360,815.47 3606,815.47 374,767.70 (13,952.23)

District Wide Services 52,641,114 52,641.14 52,578,954 62.20

Other Programs and Services 169,15G.23 169,150.23 165,220,93 3,929,230

Bdministration 563,517.42 563,517.42 564,766.92 {1,249.50)

Operatipns and Maintenance €99,568.89 699,568.89 775,014,690 (75,445.71)

Transportation 377,115.32 377,115.32 448,544,37 (71,429,05)

Student Activities 297,667.08 297,667.08 287,733,18 9,933.90
Capital Outlay 92,888.,06 (92,888,086)
Debt Service: -

Principal 58,267.00 58,267.00 58,267.00 -

Interest 10,165.00 10,165,00 9,015,00 1,150.060
Total Expenditures 8,099,967.90 g,099,9867.90 8,195,665.69 (95,697.79)
Excess of Revenues Over

(Under} Expenditures 656,358.56 656,358.56 899,489.29 243,130,773
Other Financing Sources {(Uses)

Transfers Out (610,000.00) {1,204,050.76) (1,204,050.76) -~
Net Change in Fund Balance 46,358.56 (547,692.2¢) (304,561,47) 243,130.73
Fund Balance - July 1 3,060,170.80 2,911,650.33 2,911,650.33 -

$ 3,106,529.36 § 2,363,958.13 $ 2,607,088.86 § 243,130.73

Fund Balance - June 30

See accompanying notes to required supplementary infermation.
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BOTTINEAU PUBLIC SCHOCL DISTRICT NO., 1
Bottineau, North Dakota

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

Ag of and for the Year
Ended June 30,

OPEB 2018

1. District's proportion of the net

OPEB liability (asset) 0,131265%
2. District's proportionate share of

the net OPER liability (asset) 3 103,832,060
3, District's covered-employee payroll $ 1,420,084.00

4, District's proportionate share of
the net OPEB liability  {asset) as a

percentage of 1ts covered-employee payroil ‘ - 7.31%
5. Pilan fiduciary net positicn as a percentage
of the total OPEB liability : 59.78%

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

See accompanying notes to required supplementary information.
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BOTTINEAU PUBLIC SCHOOL DISTRICT NO, 1
Bottineau, North Dakocta

SCHEDULE OF DISTRICT CONTRIBUTICHGS
ND PUBLIC EMPLOYEES RETIREMENT SYSTEM
LAST 10 FISCAL YEARS*

As of and for the Year
Ended June 30,
OPEB 2018

Statutorily required contribution $ 16,507.06
Contributions in relation to the statutorily

required contribution ‘ 3 (13,942.00)
Contribution deficiency {excess) 3 2,565.00
District's covered-employee payroll 3 1,420,084.00
Contributicns as a percentage of covered-employee

payroll 0.938%

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

See accompanying notes to required supplementary information.

38




NOTE 1+

NOTE 2:

NOTE 3:

NOTE 4:

BOTTINEAU PUBLIC SCHOQI, DISTRICT NO. 1
. Bottineau, North Dakota

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
For the Year Ended June 30, 2018

BUDGETARY COMPARISON SCHEDULE

Basgis of Accounting:

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

means of financing them. The =school district deces not prepare a
budget for the special reserve fund or debt service fund, as state
law does not require a budget for those funds. Since a budget was

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

Relevant Dates:

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

AMENDED BUDGET

The governing board amended the budget for 2018 as follows:

Original Amended
Budget Amendments Budget
Transfers Out 5610,000,00 $594,05C.76  $1,204,050.76

EXCESS ACTUAL EXPENDITURES OVER BUDGET

Expenditures exceeded budget by $95,697.79 in the general fund for the
year ended June 30, 2018, primarily due to capital outlay. No
remedial action is anticipated or regquired by the school district
regarding these excess expenditures, .

PENSION PLANS

TFFR Changes of Assumptions., Amounts 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.

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 prior

year administrative expense plus inflation.

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

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

generational improvement.
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NOTE 5:

NDPERS Changes of Assumptions. Amounts related to NDPERS reported in
2018 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. '

OTHER POST EMPLOYMENT BENEFITS (OPEB)

Changes of Assumptions. Amounts reported - in 2018 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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Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT ON INTERNAIL CONTROL OVER FINANCTAT, REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

3choocl Board
Bottineau Public School District No. 1
Bottineau, North Dakota

We have audited, in accordance with the auditing standards generally accepted
in the United States of Rmerica 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 Bottineau Public School District No. 1,
Bottineau, North bakota, as of and feor the year ended June 30, 2018, and the
related notes to the financial statements, which collectively comprise
Bottineau Public School District No. 1, Bottineau, North Dakcta’s basic
financial statements and have issued our report thereon dated August 24,

2018.

Internal Contrel Over Financial Reporting

In planning and performing our audit, we considered Bottineau Public Schocl
District No. 1, Bottineau, 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 opinions
on the financial statements, but not for the purpose of expressing an opinion
or the effectiveness of Bottineau Public School District No. 1, Bottineau,
North Dakota’s internal control. Accordingly, we do not express an opinion on
rhe effectiveness of Bottineau Public School District No. 1, Bottineau, North
Dakota’s internal control.

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

A deficiency in internal centrol exists when the design or operation of a
control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal contrel, 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 accompanvying schedule of
findings and responses, item 18-1, to be material weaknesses.
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Compliance and Other Matters

As part of obtaining reascnable assurance about whether Bottineau Public
School District No., 1, Bottineau, North Dakota’s financial statements are
free of material misstatement, we performed tests of its compliance with
certain provisions of laws, requlations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the
determination of financial statement amcunts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to
be reported under Government Auditing Standards.

Bottineau Public School District No. 1’'s Response to Findings

Bottineau Public School District No. 1, Botiineau, North Dakota’s response to
the findings identified in our audit is described in the accompanying
schedule of findings and responses. Bottineau Public School District No. 1,
Bottineau, North Dakota’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly,
we do not express an opinion on it.

Purpose of this Report

The purpose of this report is sclely to describe the scope of our testing of
internal control and compliance and the results of that testing, and not to
provide an opinicon on the effectiveness of the entity’s internal control or
on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

gﬁ,{pﬁ»

LERVIK & JOENSON
Certified Public Accountants
Bottineau, North Dakota

August 24, 2018
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BOTTINEAU PUBLIC SCHQCL DISTRICT NQ. 1
Bottineau, North Dakota

SCHEDULE OF FINDINGS AND RESPONSES
For the Year Ended June 30, 2018

FINDINGS-FINANCIAL STATEMENT AUDIT

MATERIAL WEAKNESSES

ig-1

Segregation of Duties .

Condition:

Botiineau Public School District No. 1, Bottineau, North Dakota, has one
business manager responsible for most accounting functions.

Criteria:

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

Effect:

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

Recommendation:

Due to the size of the school district, it is not feasible to obtain
proper segregation of duties and no recommendation will be made.
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