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independent Auditor's Report RSMUSELP

Members of the School Board
Mandaree Public School District No. 36

Report on the Financial Statements

We have audited the accompanying modified cash basis financial statements of the governmental
activities, the major fund and the aggregate remaining fund information of Mandaree Public School
District No. 36 (the District), as of and for the year ended June 30, 2016, 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 responsibie for the preparation and fair presentation of these financial statements in
accordance with the modified cash basis of accounting described in Note 1; this includes determining that
the modified cash basis of accounting is an acceptable basis for the preparation of the financial
statements in the circumstances. Management is also responsible for the design, implementation and
maintenance of internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Compiroller 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.

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective modified cash basis financial position of the governmental activities, the major fund and the
aggregate remaining fund information of Mandaree Public School District No. 36, as of June 30, 2016,
and the respective changes in modified cash basis financial position thereof for the year then ended in
accordance with the basis of accounting described in Note 1.
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Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the modified cash basis of accounting, which is a basis of
accounting other than accounting principles generally accepted in the United States of America. Our
opinions are not modified with respect to this matter.

Other Matters

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District's basic financial statements. The statement of changes in fiduciary assets and
liabilities and schedule of expenditures of federal awards, as required by Single Audit Act and Subpart F
of Title 2 U.S. Code of Federal Requlations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance), are presented for purposes
of additional analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used io prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the information is fairly stated, in all material respects, in
relation to the basic financial statements as a whole on the basis of accounting described in Note 1.

The introductory section, management discussion and analysis, and budgetary comparison information
has not been subjected to the auditing procedures applied in the audit of the basic financial statements,
and accordingly, we do not express an opinion or provide any assurance on them.

Other Reporiing Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 31, 2017
on our consideration of the District’s internal control cver financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal conirol
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the District’s internal control over
financial reporing and compliance.

PSM VS LLP

Davenport, lowa
July 31, 2017




Mandaree Public School District No. 36

Management’s Discussion and Analysis
Year Ended June 30, 2016

itis an honor to present to you the financial picture of the Mandaree Public School District No. 36 {the
District). We offer readers of the District's financial statements this narrative overview and analysis of the
financial activities of the Mandaree Public Schocl District No. 36 for the fiscal year ended June 30, 20186.
Professional standards require the inclusion of certain comparative information in the Management's
Discussion and Analysis (MD&A).

Financial Highlights
Key financial highlights for 2016 are as follows:

Total modified cash basis revenues for the fiscal year ended June 30, 2016 of $6,185,608 were
comprised of general revenues in the amount of $3,676,067 and program revenues totaling
$2,500,541.

Total modified cash basis expenditures decreased $256,820 or 4.5 percent from $5,709,026 in 2015 to
$5,452,206 in 2016.

As of the close of the current fiscal year, the District's governmental funds (General Fund) reported
combined ending fund balance of $855,234, a decrease of $75,098 in comparison with the prior year.
Of the total combined fund balance, $248,610 represents unassigned fund balance.

Overview of the Financial Statements

This Discussion and Analysis is intended to serve as an infroduction to the District’s basic financial
statements. The District's basic financial statements comprise three components: 1) government-wide
financial statement, 2) fund financial statement and 3) notes to basic financial statements. This report also
contains other supplementary information in addition fo the basic financial statements themselves.

Government-wide financial statement: The government-wide financial statement consists of a
Statement of Net Pasition and a Statement of Activities. These statements provide information about the
activities of the District as a whole and presents an overall view of the District's finances.

The government-wide financial statement reflects functions of the District that are principally supported by
irtergovernmental revenues {governmental activities). The District does not currently have any activities
that are considered business-type activities. The governmental activities of the District include instruction
and support services.

The government-wide financial statement includes only Mandaree Public School District No. 36. There
are no other organizations or agencies whose financial statements should be combined and presented
with the financial statements of the District,

The government-wide financial statements can be found on pages 8 and 9 of this report.



Mandaree Public School District No. 36

Management’s Discussion and Analysis
Year Ended June 30, 2016

Fund financiat statements: A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Mandaree Public School
District No. 36, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. The District's funds are governmental funds and
fiduciary funds.

Governmental funds: Governmental funds account for most of the District's basic services. These focus
on how money flows into and out of those funds and the balances at year-end that are available for
spending. The governmental fund financial statements provide a detailed, short-term view of the District’s
general government operations and the basic services it provides. Governmental fund information helps
determine whether there are more or fewer financial resources that can bhe spent in the near future to
finance the District's programs.

The Mandares Public School District No. 36 maintains one individual governmental fund.

The District adopts an annual appropriated budget for its General Fund. A budgetary comparison
schedule has been provided for the General Fund to demonstrate compliance with this budget on pages
25 and 26.

The basic governmental fund financial statements can be found on pages 10 and 12 of this report.

Notes to basic financial statements: The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Government-Wide Financial Analysis

Net position may serve over time as a useful indicator of a government's financial position. The District’s
total modified cash basis net position has increased from a year ago. Table 1 reflects an increase to
$6,799,654 from $6,632,376.

Table 1
Govarnmental Activities
2016 20156

Assets
Current and other assets $ 902,503 § 1,091,183
Capital assets 8,420,822 7,812,322

Total assets 9,323,325 8,903,515
Liabilities
Other liabilities 47,269 360,861
Long-term liabilities 543,000 1,743,000

Total liabilities 590,269 2,103,861
Net Position
Net investment in capital assets 7,877,822 6,069,322
Restricted 606,624 289,600
Unrestricted 248,610 440,732

Total net position $ 8,733,056 § 6,799,654




Mandaree Public School District No. 36

Management’s Discussion and Analysis
Year Ended June 30, 2016

A restricted portion of the District’s net position (7 percent) represents resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net position of
$248,610, may be used to meet the government's ongoing obligations to students and creditors.

At the end of the current fiscal year, there is a positive balance in the unrestricted net position.

The increase in net position of $1,933,402 is mainly attributable to forgiveness of debt.

Table 2 highlights the changes in net position and the District's revenues and expenses for the fiscal
years ended June 30, 2016 and 2015.

Revenues are divided into two major categories: program revenues and general revenues. Program
revenues are defined as charges for services and sales, operating grants and contributions, and capital
grants and contributions. General revenues include taxes, unrestricted grants, rental income, other
revenue and investment income.

Expenses are shown in programs including instruction and support services.

Table 2 - Changes in Modified Cash Basis Net Posltion

Governmental Aclivities

2016 2016
Revenues:
Program revenues:
Operating grants and contributions $ 2,509,541 % 2,916,922
General revenues:
Property taxes 18,712 10,394
Grants and entittements 3,431,371 2,853,033
Investment earnings 4,280 2,675
Renial income 404,162 86,179
Other 1,317,542 7,101
Total revenues - 7,385,608 5,876,304
Expenses:
Instruction 3,459,630 3,404,159
Suppaort services 1,992,576 2,304,867
Total expenses 5,452,206 5,709,026
Change in net position 1,933,402 167,278
Net position, beginning of year 6,799,654 6,632,376
Net position, end of year $ 8,733,056 & 6,790,654




Mandaree Public School District No. 36

Management’s Discussion and Analysis
Year Ended June 30, 2016

Table 3 below discloses cost of services for governmental activities. The total cost of services column
contains all costs related to the programs and the net cost column shows how much of the total amount is
not covered by program receipts. Succinctly put, net costs are costs that must be covered by unrestricted
federal and state aid or local taxes. The difference in these two columns would represent restricted
grants, fees and donations.

Table 3 - Governmental Aclivities

Total Cost of Net Cost of Total Cost of Net Cost of
Programs Services 2016 Services 2016 Services 2015 Services 2015
Instruction $ 3,459,630 & 1,470,189 % 3,404,159 % 1,756,512
Support services 1,992,576 1,472,476 2,304,867 1,035,592
Total expenses $ 5452206 $ 29426656 5,709,026 § 2,792,104

The District’s total revenues for governmental activitiss increased $1,509,304, or 25.7 percent, mainly
due to the $1,200,000 debt forgiveness from the Three Affiliated Tribes. Total expenses decreased
$256,820 or 4.5 percent due to a decrease in repairs and maintenance to the facilities and equipment.

Financial Analysis of the Government’s Funds
As noted earlier, the District uses fund accounting {o ensure and demonstrate compliance with finance-
related legal requirements.

Governmental funds: The focus of the District’s governmental funds is to provide information on near-

term inflows, outfiows and balances of spendable resources. Such information is useful in assessing the
District's financing requirements. In particular, unassigned fund balance may serve as a useful measure
of a government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the District's governmental fund reported ending fund balance of
$855,234, a decrease of $75,098 in comparison with the prior year. The unassigned fund balance, which
is available for spending at the government's discretion, was $248,610 in the current year. The remainder
of the fund balance is restricted to indicate that it is not available for new spending because it has already
been restricted for the QZAB note retirement ar for grant programs.

The General Fund is the chief operating fund of the District. As a measure of the General Fund's liquidity,
it may be useful to compare both unassigned fund balance and total fund balance to total fund
expenditures. Unassigned and total fund batance represents 3.9 percent and 13.7 percent of total
General Fund expenditures, respectively.

General Fund Budgetary Highlights
Revenues were over budget by $758,212. This was mainly due to higher than expected state revenues.

Expenditures were over budget by $835,325. The over budget expenditures were mainly due to an
increase in capital outlay expenditures for new construction and renovations to create additional teacher

housing.




Mandaree Public School District No. 36

Management's Discussion and Analysis
Year Ended June 30, 2016

Capital Assets and Debt Administration

The following table shows ending balances of capital assets by category. At the end of the 2016 fiscal
year, the District had invested $8,420,822 in capital assets. This amount represents an increase of
$608,500. Additional information about capitai assets can be found in Note 4. Total accumulated
depreciation of these assets equaled $1,966,727.

Table 4 - Capital Assets as of June 30 {Nst of Depraciation)

Governmental Activities

2016 2015
Canstruction in progress $ - $ 1,132,616
Buildings 7,903,923 6,256,166
Equipment 214,466 110,623
Vehicles 302,433 312,917
Totals $ 8,420822 3% 7,812,322

Debt
As of June 30, 20186, the District had iong-term debt outstanding totaling $543,000. in the current year,
the District paid $200,000 in principal on outstanding debt.

Table b -~ Outstanding Debt, as of June 30

Governmental Governmental
Activities 2016 Activities 2015 Maturity
TAIT-loan $ - $ 1,400,000 2022
QZAB note payable 543,000 543,000 2021
Tatal $ 543,000 § 1,943,000

Additional information about the District's long-term dsbt can be found in Note 5 to the financial
statements.

Economic Factors
All of the above information was considered in preparing the District's budget for the 2016 fiscal year.

Requests for Information

These financial statements and discussions are designed to provide our students, citizens, taxpayers and
creditors with a complete disclosure of the District’s finances and to demonstrate a high degree of
accountability for the public dollars entrusted to us. If you have questions about this report or need
additional information, please write Mandaree Public School District No. 36, P.O. Box 488, Mandaree,
North Dakota 58757.



Mandaree Public School District No. 36

Statement of Net Position - Modified Cash Basis
June 30, 2016

Governmental
Activities
Assets
Current assets:
Cash and cash equivalenis $ 575,631
Employee receivables 1,072
Total current assots 576,703
Capital assets:
Buildings 9,233,859
Equipment 388,085
Vehicles 765,495
Less accumulated depreciation (1,966,727}
Total capital assets 8,420,822
Restricted cash for QZAB note payable retirement 325,800
Total noncurrent assets 8,746,622
Total assets 9,323,326
Liabilities
Current liabilities, payroll withholdings payable 47,269
Long-term liabilities, long-term debt 543,000
Total liabilities 590,269
Net position
Net investment in capital assets 7,877,822
Restricted for QZAB note payable retirement 325,800
Reslricted for granis 280,824
Unrestricted 248,610
Total net position $ 8,733,056

See notes to basic financial staterents.




Mandaree Public School District No. 36

Statement of Activities - Modified Cash Basis

Year Ended June 30, 2016
Net (Expense)
Revenue
and Changes in
Net Posltion
Operating
Grants and Governmental
Expenses Conftributions Activities
Governmental Activities
Instruction;
Regular pregrams $ 3,010,728 § 1,749,117 § (1.261,612)
Special education 448 901 240,324 (208,577}
Total instruction 3,459,630 1,989,441 (1,470,188)
Support services:
General administration services 710,545 246,645 (463,900)
Instructional staff services 27,000 - (27,000)
Operations and maintenance 710,844 19,110 (691,731)
Pupil transportation services 233,836 102,100 (131,736)
Extracurricular activities 101,624 - (101,624)
FFeod services 208,730 152,245 {56,485)
Total support services 1,892 576 520,100 {1,472,476)
Total governmental activitias $ 5452208 % 2,509,541 2,942,665
General Revenues
Properly taxes, levied for general purposes 18,712
State aid not restricted for specific purpose:
Per pupl aid 1,167,469
Other state aid 870,638
Federal aid not restricted for a specific
purposs, {SEP 1,393,264
Interest income 4,280
Rental income 104,162
Miscellaneous 117,642
Total general revenues 3,676,067
Special item, debt forgiveness 1,200,000
Change in net position 733,402
Net position, beginning of year 6,799,654
Net position, end of year 5 8,733,058

See notes to basic financial statements.




Mandaree Public School District No. 36

Balance Sheet - Modified Cash Basis
Governmental Fund
June 30, 2016

Geaneral Fund

Assets
Cash and cash equivalents
Restricted cash for QZAB note payable retirement
Employee recelvables

Total assets
Liabilities
Payroll withholdings payable
Fund balance
Restricted, QZAB bond retirement
Restricted, grants
Unassigned

Total fund batance

Total liabilities and fund halance

See notes to basic financial statements.
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Mandaree Public School District No. 36

Reconciliation of the Governmental Fund Balance Sheet - Modified Cash Basis to the
Statement of Net Position - Modified Cash Basis

June 30, 2016
Total governmental fund balance $ 855,234
Amounts reported for governmentat aclivities in the statement of net
position are different because:
Capital assets used In governmental activities are not current financial resources and therefore are not
reported in the fund financlal statement, but are reported in the governmental activities of the statement
of net position. Those assets consist of;
Buiidings 9,233,954
Equipment 388,085
Vehicles 765,495
Accumulated depreciation {1,966,727)
Long-term liabilities applicable to the District's governmental activities are not reported as fund
liabilities. All liabfities, both current and jong-term, are reported in the statement of net pesition. {543,000)
Net position of governmental activities 3 8,733,066

See notes to basic financial statements.
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Mandaree Public School District No. 36

Statement of Revenues, Expenditures and Changes In Fund Balance - Modified Cash Basis

Governmental Fund
Year Ended June 30, 2016

General
Revenues:
Local sources $ 18,712
State sources 2,108,759
Federal sources 3,831,153
Rental income 104,162
Other sources 121,822
Total revenues 6,185,608
Expenditures:
Instruction:
Regular pragrams 3,010,729
Special education 448,901
Total instruction 3,459,630
Support senvicas:
Current:
General administration services 710,545
Instructional staff services 27,000
Oparations and maintenance 1,385,340
Pupil transportation services 169,852
Extracurricular activities 101,824
Food service 208,730
Total support services 2,603,091
Debt Service, principal 200,000
Total expenditures 6,262,721
{Deflciency) of revenues aver expenditures {77,113)
Cther financing sources:
Proceeds on disposal of capital assets 2,015
Net change in fund balance {75,098}
Fund balance, beginning of year 930,332
Fund balance, end of year $ 856,234

See notes to basic financial statements.
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Mandaree Public School District No. 36

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund
Balance - Modified Cash Basis of Governmental Funds to the Statement of Activities -

Modified Cash Basis
Year Ended June 30, 2016

Net change in fund balance - total governmental funds

The change in nat position reported for governmental activities in the statement of
activities |s different because:

Gavernmental funds report capital outlays as expenditures, However in the
statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense, In the current period,
these amounts are:

Capital outlay

Depreciation expense

Froceeds from disposal of capital assets
Loss on disposal of capilal assets

Proceeds from the issuance of debt provide current financial resources to
governmental funds, but issuing debt increases long-term liabilities in the statement
of net position. Repayment of principal is an expenditure in the governmental funds,
but the repayment reduces long-term fiabilities in the slatement of net position.

Principal repayments
Gain on debt forgiveness

Change in net position of governmental activities

See notes to basic financial statements.
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930,278
(319,486)
(2,015)
(277)

(75.008)

608,500

200,000
1,200,000

1,933,402




Mandaree Public School District No. 36

Statement of Fiduciary Assets and Liabilities
Agency Fund - Modified Cash Basis

June 30, 2016
Student
Activity Fund
Assets, cash and cash equivalents $ 102,226
Liabilities, due to private individuals $ 102,226

See notes ta basic financlal statements.
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Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 1. Nature of Operations, Financial Reporting Entity, Basis of Presentation, Measurement
Focus, Basis of Accounting and Financial Statement Presentation and Significant
Accounting Policies

Nature of operations: Mandaree Public School District No. 36 (the District) operates public schools for
children in grades kindergarten through twelve. The District is located within the City of Mandaree, North
Dakota and is comprised of one elementary school and one high school with a student body of
approximately 284 students. The District is governed by the Mandaree Public School District No. 38
Board of Education which is elected in the general elections.

Financial reporting entity: Accounting principles generally accepted in the United States of America
require the financial reporting entity include (1) the primary government, (2) organizations for which the
primary government Is financially accountable and (3) other organizations for which the nature and
sighificance of thelr relationship with the primary government are such that exclusion would cause the
reporting entity's financial statements to be misleading or incomplete.

The BDistrict is governed by a Board of Education, which is elected by the public and has the exclusive
responsibility and accountability for the decisions it makes. The District has the statutory authority to
adopt its own budget, to levy taxes and to issue bonded debt without the approval of another government.
It has the right to sue and be sued, and has the right to buy, sell, lease or mortgage property in its own
name. In addition, Governmental Accounting Standards Board (GASB) Statement No. 39, sets forth
additional criteria to determine whether certain organizations for which the District is not financially
accountable should be reported as component units based on the nature and significance of their
relationship with the District. These criteria include 1) the economic resources being received or held by
the separate organization being entirely or almost entirely for the direct benefit of the District, its
component units, or its constituents, 2) the Distfrict being entitled to, or having the ability to otherwise
access, a majority of the economic resources received or held hy the Organization and 3) the economic
resources received ar held by an individual organization that the District is entitled to, or has the ability to
otherwise access, are significant to the District. Based on these criteria, the District is considered a
primary government and there are no other organizations or agencies whose financial statements should
be combined and presented with these basic financial statements.

Basis of presentation: The District’s basic financial statements consist of government-wide statements,
including a statement of net position and a statement of activities, and fund financial statements which
provide a more detailed level of financial information.

Government-wide financial statements: The statement of net position and the statement of activities
display information about the District as a whole. These statements include the financial activities of the
primary gavernment, except for fiduciary funds. The District does not have any activities that are
considered business-type activities.

The statemaent of activities presenis a comparison between direct expenses and program revenues for
each program or function of the District's governmental activities. Direct expenses are those that are
specifically associated with a service, program or department and are, therefare, clearly identifiable to a
particular function. Program revenues include charges paid by the recipient of the goods or services
offered by the program, grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program and interest earned on grants that is required to be used to
support a particular program. Revenues which are not classified as program revenues are presented
as general revenues of the District. The comparison of direct expenses with program revenues
identifies the extent to which each governmental function is self-financing or draws from the genaral
revenues of the District.

15



Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 1. Nature of Operations, Financial Reporting Entity, Basis of Presentation, Measurement
Focus, Basis of Accounting and Financial Statement Presentation and Significant
Accounting Policies (Continued)

Fund financial statements: During the year, the District segregates transactions related to ceriain
District functions or activities in separate subfunds in order to aid financial management. Fund financial
statements are designed to present financial information of the District at this more detailed level. The
District has a general fund and an agency fund. The focus of governmental fund financial statements is
on major funds. Major funds are presented in separate columns. Nonmajor funds, if any, are
aggregated and presented in a single column. Fiduciary funds are reported by fype.

Measurement focus, basis of accounting and financial statement presentation: The government-
wide financial statements and government fund financial statements are presented using a modified cash
hasis of accounting. This basis recognizes assets, liabilities, net position/fund balance, revenues with the
exception of grants received in advance, and expenditures when they result from cash fransactions with a
pravision for depreciation in the government-wide statement. Grants received in advance are recognized
as revenue once all eligibility requirements imposed by the provider have been met. This basis is a
comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America.

As a result of the use of this modified cash basis of accounting, certain assets and their related revenues
{such as accounts receivable and revenue for billed or provided services not yet collected) and certain
liabilities and their related expenses (such as accounts payable and expenses for goods or services
received but not yet paid, and accrued expenses and liabilities, including payroll) are not recorded in
these financial statements.

Governmental fund financial statements are reported using the current financial resources measurement
focus. Only current assets and current liabilities recorded under the modified cash basis of accounting
described above are included on the balance sheet. Operating statements of these funds present
increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other
financing uses) of available and spendable financial rescurces during a given period. These funds use
fund balance as their measure of available and spendable financial resources at the end of the period.

The District uses funds to maintain its financial records during the fiscal year. A fund is defined as a fiscal
and accounting entity with a self-balancing set of accounts. There are three categories of funds:
governmental, proprietary and fiduciary. However, the District only maintains governmental and fiduciary
funds.

Governmental funds: Governmental funds are those through which most governmental functions
typically are financed. Governmental fund reporting focuses on the sources, uses and balances of
current financial resources. Expendable assets are assigned to the various governmental funds
according to the purposes for which they may or must be used. The following is the District's major
governmental fund:

General Fund: The General Fund is used to account for and report all financial resources not
accounted for and reported in another fund.

In addition, the District reports the following fiduciary fund:

Fiduciary Fund: Accounts for assets held by the District in a trustes or agency capacity for the benefit
of others and cannot be used to support District activities.

Student Activity: Accounts for activities of student groups and other types of activities requiring
clearing accounts.
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Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 1. Nature of Operations, Financial Reporting Entity, Basis of Presentation, Measurement
Focus, Basis of Accounting and Financial Statement Presentation and Significant
Accounting Policies {Continued)

Significant accounting policies (modified cash basis): The significant accounting policies followed by
the District include the following:

Cash and cash equivalents: Cash balances for all District funds are pooled and invested to the extent
possible. Interest earned from such investments is aliocated to the general fund. The District considers
investments with an original maturity of three months or less when purchase to be considered cash
equivalents.

Capital assets: Capital assets are reported in the applicable governmental activities column in the
government-wide financial statements. Capital assets are defined as having an individual cost of
$5,000 or more and have a useful life in excess of one year. Capital assets are stated at cost. Donated
capital assets are recorded at estimated acquisition value at the date of donation.

Depreciation is computed using the straight-line method over the foillowing estimated useful lives:

Buildings 15 - 50 years
Equipment 5- 20 years
Vehicles 8 years

The District’s buildings are on land owned by Three Affiliated Tribes. As the District does not have title
to the land, they do not show any land on their financial statements.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
exiend assets lives are not capitalized and instead are a period expense.

Employee receivables: These are advances to employees for travel expenses that have not occurred
as of year-end.

Payroll withholdings payable: This payable relates to withholdings for the employees' share of heaith
insurance costs.

Long-term debt: All long-term debt arising from cash basis transactions to be repaid from
governmental resources are reported as liabilities in the government-wide statements.

Long-term debt arising from cash basis transactions of governmental funds are not reported as
liabilities in the fund financial statements. The debt proceeds are reported as other financing sources
and payments of principal and interest are reported as expenditures.

Estimates: Management uses estimates and assumptions in preparing the financial statements. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities and the reported revenues and expenditures. Actual results could vary
from the estimates that were used.
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Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 1. Nature of Operations, Financial Reporting Entity, Basis of Presentation, Measurement
Focus, Basis of Accounting and Financial Statement Presentation and Significant
Accounting Policies {Continued)

Net position: Net position represents the difference between assets and liabilities. Net investment in
capital assets consists of the remaining undepreciated cost of the capital asset less the outstanding
debt associated with the purchase or construction of the related assets. Net investment in capital
assets excludes unspent debt proceeds, if any. Net position are reported as restricted when there
are limitations imposed on their use through enabling legislation or through external restrictions
imposed by creditors, grantors or iaws or regulations of other governmental organizations.

The District first applies restricted resources when an expense is incurred for purposes for which
both restricted and unrestricted net position is available,

Fund balance: In the governmental fund financlal statements, fund balances are classified as
follows:

Nonspendable: Amounts which cannot be spent either because they are in a nonspendable form
or because they are legally or contractually required to be maintained intact.

Restricted: Amounts restricted to specific purposes when constraints placed on the use of the
resources are either externally impased by creditors, grantors or state or federal laws or imposed
by law through constitutional provisions or enabling legisiation.

Committed: Amounts which can be used only for specific purposes pursuant to constraints
formally imposed by the School Board through erdinance approved prior to year-end. Those
committed amounts cannot be used for any other purpose unless the School Board removes or
changes the specified use by taking the same action it employed to commit those amounts.

Assigned: Amounts constrained by the District’s intent o use them for a specific purpose. It is the
District's policy that the authority to assign fund balance has been delegated by the School Board
to the Business Manager through the budget process.

Unassigned: All amounts not included in other spendable classificaticns. The General Fund is the
only fund that would report a positive amount in unassigned fund balance.

When an expenditure is incurred in governmental funds which can be paid using either restricted
or unrestricted resources, the District procedure is to pay the expenditure from restricted fund
halance and then from less-restrictive classifications — committed, assigned and then unassigned
fund bhalances.

Compensated absences: Noncertified full-time employees accumulated a limited amount of
earned but unused vacation for subsequent use or for payment at severance time. These
accumulations are not recognized as disbursements by the District until used or paid. This Hability
will be liquidated by the General Fund.

In addition, teachers are provided 10 days of sick leave that may accumulate without limit and up
to 45 days of accumulated sick leave may be sold back to the District at a determined rate within
their contract. This liability will be liquidated by the General Fund.
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Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 2. Cash and Cash Equivalents
The following is a summary of the cash balances as of June 30, 2016:

Bank Balance
Cash and cash equivalents - General Fund $ 575,631
Restricted cash for QZAB note retirement - General Fund 325,800
Cash and cash equivalents - Student Activity Fund 102,226
$ 1,003,657

Restricted cash for QZAB note retirement is the amount of cash deposited into the bond sinking fund to
pay off the District's QZAB note payable at retirement. The note payable matures in 2021.

The District does not have an investment palicy, nor do they have any investments as of June 30, 2016.

Custodial credit risk: Custodial credit risk for deposits is the risk that in the event of a bank failure, the
government's deposits may not be returned to it. The District does not have a deposit policy. As of
June 30, 2016, all of the District's bank balance of $1,505,681 was covered by federal depository
insurance or collateral and was not exposed to custodial credit risk.

Note 3. Property Tax

Revenues from local sources contains property tax revenues.

The District's property tax is levied each January 1 on the assessed value listed as of the prior January 1
for all real property located in the District. Assessed values are established by the County Board of
Equalization. A revaluation of all property is required to be completed every year. The property taxes
levied on January 1 are due in two equal instaliments on the March 1 and October 15 following the levy
date. Property taxes are limited by state laws,
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Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 4. Capital Assets
Capital assets activity for fiscal year ended June 30, 2016 is as follows:

Balance Balance
Gavernmental Activities June 30, 2015 Additions {Deletions) June 30, 2016
Capital assets, not being depreciated,
construction in pragress $ 1132618 % - $ (1,132618) & -
Capital assets, being depreciated:
Buildings 7,343,128 1,890,833 - 9,233,859
Equipment 275,034 118,561 (5,500) 388,095
Vehicles 711,895 53,500 - 785,495
Total capital assets, being
depreciated 8,330,155 2,062,894 {5,500} 10,387,549
Accumulated depreciation:
Buildings 1,086,960 243,076 - 1,330,036
Equipment 164,411 12,426 {3.208) 173,629
Vehicles 399,078 63,984 - 463,062
Total accumulated depreciation 1,650,449 319,486 (3,208) 1,966,727
Totat capital assets, being
depreciated, net 6,679,708 1,743,408 (2,282) 8,420,822
Governmental activities capital
assets, net $ 7812322 §  1,743408 § {1,134908) $ 8420822

Depreciation expense was charged to the following functions and programs of the District for the year
ended June 30, 2016:

Governmental activities:
Support services:

Operations and maintenance $ 255,502
Pupil transportation services 63,984
Total depreciation expense - governmental activities $ 319,486
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Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 5. Long-Term Debt

The following Is a summary of changes in governmental activities' long-term debt for the year ended
June 3G, 20186;

Balance Balance Balance Due

June 30, 2015 Additions Deductions June 30, 2016  Within One Year
TAT - Lean (a) $ 1400000 $ - $ (1,400000) $ - $ -
QZAB note payable (b) 543,000 - - 543,000 -
Total long-term debt $ 1943000 3 - $§ (1,400,000 % 543,000 % -

{a) On July 30, 2014 the District entered intc a noninterest bearing note payable with three affiliated
tribes for $1,600,000 to construct employee housing. The note required annual installments of
$200,000 due September 1 of each year beginning September 1, 2014 through 2022. After the
September 1, 2015 payment the three affiliated tribes forgave the remaining balance of $1,200,000.

{b) Noninterest bearing QZAB note payable to bank, due in one lump sum payment of $543,000 in
August 2021, secured by a buiiding. The note requires annual installments of $36,200 into a bond
sinking fund through 2021, The final balloon payment for the total note in the amount of $543,000 will
be paid from the bond sinking fund in August 2021.

Note 6. Pension Plan

North Dakota Teachers’ Fund for Retirement: The District contributes to the North Dakota Teachers'
Fund for Retirement (TFFR), a cost-sharing multipie-employer defined benefit pension plan administered
by the State of North Dakota. TFFR provides for retirement, disability and survivor benefits to plan
members and beneficiaries. Benefit and contribution provisions are administered in accordance with
Chapter 15-39.1 of the North Dakota Century Code. TFFR issues a publicly available financial report that
Includes financial statements and required supplementary information for TFFR. That report may be
obtained by writing to Teachers’ Fund for Retirement, 1930 Burnt Board Drive, PO Box 7100, Bismarck,
North Dakota 58507-7100.

Plan members are required to contribute 7.75 percent of their annual covered safary and the District is
required to contribute 8.25 percent of the teacher’s salary. The contribution requirements of plan
members and the District are established and may be amended by the State legislature. The District’'s
contributions, including the employee's share, to TFFR for the fiscal years ended June 30, 2016, 2015
and 2014 were $408,262, $378,553 and $328,630, respectively.
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Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 6, Pension Plan {Continued}

North Dakota Public Employees’ Retirement System: The District participates in the North Dakota
Public Employees' Retirement System (NDPERS) administered by the State of North Dakota. Following is
a brief description of the Plan:

NDPERS is a cost-sharing multiple-employer defined benefit pension plan covering substantially all
classified employees other than teachers of the District. The Plan provides retirement, disability and death
benefits. If an active employee dies with less than three years of credited service, a death benefit equal to
the value of the emplayee’s accumulated contributions, plus interest, is paid to the employee's
beneficiary. If the employee has earned more than three years of credited service, the surviving spouse
will be entitled to a single payment refund, lifetime monthly payments in an amount equal to 50 percent of
the employee’s accrued normal retirement benefit, 60 monthly payments equal to the employee's accrued
normal retirement benefit calculated as if the employee were age 65 the day bafore death occurred or
monthly payments in an amount equal to the employee’s accrued 100 percent joint and survivar
retirement benefit if the member had reached normal retirement age prior to date of death. If the surviving
spouse dies before the employee’s accumulated pension benefits are paid, the balance will be paid to the
surviving spouse's designated heneficiary.

Eligible employees, who become totally disabled after a minimum of 180 days of service, receive monthly
disability benefits that are equal to 25 percent of their final average salary with a minimum benefit of
$100. To qualify under this section, the employee must meet the criteria established by the Retirement
Board for being considered totally disabled.

Employess are entifled to unreduced monthly pension benefits equal to 2.0 percent of their final average
salary for each year of service beginning when the sum of age and years of credited service equal or
exceed 85, or at normal retirement age (65). The Plan permits early retirement at ages 55-64, with three
or more years of service.

Benefit and contribution provisions are administered in accordance with Chapter 54-52 of the North
Dakota Century Code. This state statute requires that 7 percent of the participant's salary be contributed
to the Plan by either the employee or by the employer under a “salary reduction” agreement. The District
has implemented a salary reduction agreement and is currently contributing the employees’ share. The
District is required to contribute 7.12 percent of each participant's salary as the employer's share. In
addition to the 7.12 percent employer contribution, the employer is required to contribute 1.14 percent of
each participating employee’s gross wage to a prefunded retiree health insurance program. The required
contributions are determined using an entry age normat actuarial funding method and are included in
state statute. The North Dakota Retirement Board was created by the State Legislature and is the
governing authority of NDPERS. The District's required and actual contributions, including the employee’s
share, to NDPERS for the fiscal years ended June 30, 2016, 2015 and 2014 were $92,256, $86,870 and
$71,105, respectively, of which $42,320, $40,308 and $36,809 were the employees’ share, respectively.

NDPERS issues a publicly available financial report that includes financial statements and the required

supplementary information for NDPERS. That report may be obtained by writing to NDPERS, 400 East
Broadway, Suite 505, PO Box 1657, Bismarck, North Dakota 58502-1657.
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Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 7. Risk Management

The Mandaree Public School District No. 36 is exposed to various risks of loss related to torts; theft of,
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters
for which the District carries insurance through the following funds/pools established by the State.

The District is commercially Insured for employee health insurance through Blue Cross/Blue Shield.

In 1986 state agencies and political subdivisions of the State of North Dakota joined together to form the
North Dakota Insurance Reserve Fund (NDIRF), a public entity risk pool currently aperating as a common
risk management and insurance program for over 2,000 state agencies and poiitical subdivisions. The
Mandaree Public School District No. 36 pays an annuai premium to NDIRF for its general liability, auto,
personal injury and property damage, errors and omissions and inland marine insurance coverage. The
coverage by NDIRF is limited to losses of $2,000,000 per occurrence.

The District also participates in the North Dakota Fire and Tornado Fund and the State Bonding Fund.
The District pays an annual premium to the Fire and Tornado Fund to cover property damage to building
and personal property, Replacement cost caverage is provided by estimating replacement cost in
consultation with the Fire and Tornado Fund. The State Bonding Fund currently provides the District with
the blanket fidelity bond coverage in the amount of $1,800,000 for its employees. The State Bonding
Fund does not currently charge any premium for this coverage. The Disfrict participates in the North
Dakota Wariforce Safety and Insurance Fund (WSI), an Enterprise Fund of the State of North Dakota.
The Bureau is a state insurance fund and a “no fault” insurance system covering the State’s employers
and employees financed by premiums assessed to employers. The premiums are availabie for the
payment of claims to employees injured in the course of employment.

There have been no significant reductions in insurance coverage from the prior year and settled claims
resulting from these risks have not exceeded insurance coverage in the past three years.

Note 8. Other Postemployment Benefits

Plan description: The District sponsors a single-employer health care plan for medical and prescription
drug benefits to all active employees and their eligible dependents.

Funding policy: Upon retirement, the retiree may stay on the health insurance plan through the COBRA
program for 18 months after their retirement, as required by the federal law. For fiscal year 2016, the
District contributed none to the pian. There were no retirees under the COBRA program for the year
ended June 30, 2016.

Note 9. Economic Dependency

The District receives 62 percent of its total revenue from grants from the federal government.

Note 10. Contingencies

The District participates in various federal grant programs, the principal of which are subject to program
compliance audits pursuant to the Single Audit Act as amended. Accordingly, the District’s compliance
with applicable grant requirements will be established at a future date. The amount of expenditures which
may be disallowed by the granting agencies cannot be determined at this time, although the District
anticipates such amounts, if any, will be immaterial.
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Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 11. Pending Governmental Accounting Standards Board (GASB) Statements

As of June 30, 2016, the GASB has issued the following statements not yet implemented by the District.
The statements which might impact the District are as follows:

GASB Statement No. 77, Tax Abatement Disclosures, issued August 2015, will be effective for the District
beginning with its fiscal year ending June 30, 2017. This statement requires governments to disclose
information about their own tax abatements separately from information about tax abatements that are
entered into by other governments and reduce the reporting government's tax revenues. The disclosures
about the government's own tax abatement agreements includes the purpose of the tax abatement
program, the tax being abated, the amount of tax being abated, the provisions of recapturing abated
taxes, the types of commitments made by tax abatement recipients, and other commitments made by
government in tax abatement agreements. The disclosures about tax abatements that are entered into by
other governments and reduce the reporting government's tax revenues includes the name of the
gavernment entering into the abatement agreement, the {ax being abated, and the amount of the
reporting government’s tax being abated.

GASB Statement No. 84, Fiduciary Aclivities, issued January 2017. This Statement will be effective for
the District with its reporting period June 30, 2020. This Statement establishes criteria far identifying
fiduciary activities of all state and local governments. The focus of the criteria generally is on (1) whether
a government is controlling the assets of the fiduciary activity and (2} the beneficiaries with whom a
fiduciary relationship exists. Separate criferia are included to identify fiduciary component units and
postemployment henefit arrangements that are fiduciary activities.

The District's management has not yel determined the effect these statements will have on the District’s
financial statements.
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Mandaree Public Schoo! District No. 36

Other Information

Budgetary Comparison Schedule
General Fund » Modified Cash Basis
Year Ended June 30, 2016

Budgeted Amounts Variance With
QOriginal Final Actual Final Budget
Revenues:
Local sources $ - $ - $ 18,712 & 18,712
State sources 1,693,791 1,693,791 2,109,759 515,968
Federal sources 3,616,397 3,765,105 3,831,153 66,048
Rental 68,500 68,500 104,162 35,662
Gther - - 121,822 121,822
Total revenues 5,178,688 5,427,396 6,185,608 758,212
Expenditures:
Instruction:
Regular programs 3,111,477 3,210,601 3,010,729 199,872
Special education 424,000 506,600 448,901 57,699
Total instruction 3,531,477 3,717,201 3,459,630 287,571
Suppott services:
General administration services 372,350 385,998 710,545 (324,547)
Instructional staff services - - 27,000 (27,000)
Qperation and maintenance 889,448 889,448 1,386,340 (495,892)
Student transportation 187,480 200,560 169,852 30,708
Extracurricular activities 144,530 142,527 101,624 40,903
Food service 91,662 91,662 208,730 (117,068)
Total support services 1,685,480 4,710,195 2,603,091 (892,8986)
Debt service principal - - 200,000 (200,000)
Total expenditures 5,216,957 5,427,396 6,262,721 (835,325)
(Deficiency) of revenues
over expenditures (38,269) - {77,113) {77,113)
Other financing sources/proceeds on
disposal of capital assets - - 2,015 2,015
Net change in fund
balance $ (38,269) % - (76,008) _$ {76,008)
Fund balance, beginning of year 930,332
Fund balance, end of year 3 855,234

See note to other information.
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Mandaree Public School District No. 36

Note to Other Information

Note 1. Budgets and Budgetary Information

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

1. The superintendent and business manager prepare the District budget under the modified cash basis
of accounting. The budget includes proposed expenditures and the means of financing them. The
budget includes the general fund.

2. The Schaool Board reviews the budget, may make revisions and approves it on or befare August 15.
The hudget must be filted with the County Auditor by August 25.

3. The budget may be amended during the year for any revenues and appropriations not anticipated at
the time the budget was prepared except no amendment changing the taxes levied can be made
after October 10. There was an amendment during 2016 to increase revenues and expenditures by
$210,439.

4. The balance of each appropriation becomes a part of the unappropriated balance at year-end.
The District over expended the budget by $892,896.
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Mandaree Public School District No. 36

Statement of Changes in Fiduciary Assets and Liabilities
Agency Fund - Modified Cash Basis

Year Ended June 30, 2016
Beginning Ending
Baiance Additions Deletions Balance
Assets, cash and cash equivalents $ 79,762 § 29,147 % 6,683 §$ 102,226
Liabilities, due to private individuals $ 79,762 3 20,147 % 65683 § 102,225
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Mandaree Public School District No. 36

Schedule of Expenditures of Federal Awards - Modified Cash Basis

Year Ended June 30, 2016
Federal Grantor's
Federal Grantor/ CFDA Identifying Passed Through
Pass-Through Grantor/Program Title Mumbar Number To Subrecipisnts Expendifures
U.S. Department of Interlor
Bureau of Indian Affairs:
Indian Schoo! Equalization Pragram 15.042  AADDUIA130-134-ADEIDOGD0-999900-412A00 $ “ 3 403,500
Indian Schoo! Equalization Program 16,042 AADD11A130-145A210000-A0EI00000,989900.4 T3A00 - 1,121,245
Subtatal - 1,624,745
Indian School, Student Transportation 15.044  AADD11A130-134-ADEIZ0000-999900-413ADD - 140,560
Administrative Cast Grants for Indian Schools 15,046  ADD11A130-134-ADE340000-999504 13ADD - 432,655
Indian Education Faclitles, Operatlons and Malntenance 15.047  AADD1IA130-145A2100DD-A0E350000.999900.413A00 n 192,261
Indian Educatton Facllities, Operations and Maintenance 15.047  AADDOAI320-166A210000A0E450000.0000-413A - 197,161
Indian Education Facilities, Operations and Maintenance 15.047  A13AVOOT32 - 53,584
Sublotal - 443,396
Totai U.S. Depariment of Interlor n 2,641,356
.8, Department of Agriculture
Passed Through North Dakota Department of
Public Instruction:
Child Nutrition Cluster: .
School Braakfast Program (Note 3) 10.553 N/A - 34,115
Commeadilies (Nota 3) noncash 10,556 NIA - 5,677
National School Lunch Program (Note 3) 10.555 NIA - 102,779 ‘
Summar Food Service (Mote 3) 10,559 NiA - 2,870 |
Subtotal - 145,441 |
Fresh Fruits and Vegetables (Note 3) 10,582 N/A - 5,804
Total U.S. Depariment of Agriculture - 152,245
U.5. Department of Education
Direct Pragrars:
Indian Education Formula Grant 84.060A  s080a140239 - 34,705
Impact Ald 84.041 5041B-2012-3636 - 1,766
Bureau of Indian Affairs:
AADD11A130-124AZ100RM-
Spaclal Education B4027A  ourc2202 680800 AR DED 97022214, 537-413A0000 - 32,654
. . AADD1ATI0-143AZ100RM,
Spesial Education BAO2TA  557c2121.099000. AR DED.G7C2113 415413400 - 266,770
Subtatal - 299,424
. AATIDALI0-346AC2100RM-ADBT (2323 909800 AR DED.OTC2
Titla |, Part A Cluster 84010 i inis1an0n - 330,743
\ N AADDH1A130-135A2100RM-
Tille I, Part A Cluster 84010 0a7a0302.999900 AR DED O7G0.0315.051 413400 - 101,132
Subtotal - 431,875
Title HA - Teacher Quality Improvement Funds BA3E 415081413400 - 26,605
Passed Through North Dakota Department of Public Instruction:
Title |, Part A Cluster * 84.010 NIA - 298,493
Title lIA - Teacher Principal Quality Training B84.367A NA - 25,486
Total U.8. Department of Education - 1,118,344
Total Expenditures of Federal Awards 3 - 8 3,811,945
* Total Title 1, Part A Cluster 3 - $ 730,368

See noles to schedule of expenditures of federal awards,
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Mandaree Public Schoot District No. 36

Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2016

Note 1. Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
Mandaree Public School District No. 36. All federal financial assistance received directly from federal
agencies, as well as federal financial assistance passed through other governmental agencies expended
during the year, is included in the schedule, The information in this schedule is presented in accordance
with the requirements of Titie 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements for Federal Awards {(Uniform Guidance). Therefore, some amounts presented in the
schedule may differ from the amounts presented in or used in the preparation of the basic financial
statements.

Note 2. Significant Accounting Policy

Revenue from federal awards and expenditures of federal awards are recognized and reported using the
modified cash basis of accounting as disclosed in Note 1 of the basic financial statements. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance where
certain types of expenditures are not allowable or are limited as to reimbursement. Pass-through entity
identifying numbers are presented where available.

Note 3. Reporting

Certain federal reimbursements are not based on specific expenditures. Therefore, the amounts reported
represent revenue rather than expenditures.

Note 4, Indirect Cost Rate

The District has elected not to use the 10 percent de minimus indirect cost rate allowed under Uniform
Guidance.
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Mandaree Public School District No. 36

Summary Schedule of Prior Audit Findings
Year Ended June 30, 2016

Correctlve Acticn or

Number Comment Status Other Explanation

Significant Deficiencies in Internal Control Over Financial Reporting

2015-001 The District's present accounting and data processing Not Corracted See Corractive Action Plan
systems allow individuals to handle transactions at 2016-001.
fram inception fo completion.

2015-002 The District tracks construction in procass outside Not Carrectad Saae Corrective Action Plan
of the accounting system, an audit entry was at 2016-002,
necessary to record consfruction in process and
there was an error in placing a constructed asset
into service properly.

Findings and Questioned Casts for Federal Awards

2015-003 The District does nol have the required documentation Corrected

for persons transportling students in school vehicles,
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Report on Internal Control Over Financial RSMUSLLP
Reporting and on Compliance and Other Matters Based on an
Audit of Modified Cash Basis Financial Statements
Performed in Accordance With Government Auditing Standards

independent Auditor's Report

Members of the School Board
Mandaree Public School District No. 36

We have audited, in accordance with the 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, the financial statements of the governmental
activities, the major fund, and the aggregate remaining fund information of Mandaree Public School
District No. 36 (the District), as of and for the year ended June 30, 2016, and the related notes to the
financial statements, which collectively comprise the District's basic financial statements, and have issued
our report thereon dated July 31, 2017. As discussed in Note 1 of the financial statements, these
statements were prepared on a modified cash basis, which is a comprehensive basis of accounting other
than accounting principles generally accepted in the United States of America.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District's internal control. Accordingly, we do
not express an opinion on the effectiveness of the District’s internal control.

Our consideration of internal control was for the limited purpose described in the proceeding paragraph of
this section and was not designed {o 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
questioned costs, we identified certain deficiencies in internal control that we consider to be material
weaknesses and a significant deficiency.

A deficiency in infernal control 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 control, such that there is a reasonable possibility that a material
misstatement of the District's financial statements will not be prevented, or detected and corrected on a
timely basis. We consider the deficiencies described in the accompanying schedule of findings and
questioned costs as 2016-001 and 2016-002 to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal confrol that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider the deficiency described in the accompanying schedule of findings and
questioned costs as 2016-003 to be a significant deficiency.

THE POWER OF BEING UNDERSTOOD
AUDITITAX | CONSULTING
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Compliance and Other Matters

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

Mandaree Public School District No. 36’s Responses to Findings

The District's responses to the findings identified in our audit are described in the accompanying schedule
of findings and questioned costs. The District's responses were not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the resuits of that testing, and not to provide an opinion on the effectiveness of the District’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 District’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

PSKH LS LLP

Davenport, lowa
July 31, 2017
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Report on Compliance For Each Major Federal Program and
Report on Internal Controi Over Compliance
Required by the Uniform Guidance

Independent Auditor's Report

Members of the Schoocl Board
Mandaree Public Schooi District No. 36

Report on Compliance for Each Major Federal Program

We have audited Mandaree Public School District No. 36’s {the District) compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of the District's major federal programs for the year ended June 30, 2016. The
District's major federai programs are identified in the summary of auditor's resuits section of the
accompanying schedule of findings and questioned costs.

Management's Responsibility
Management is responsible for compliance with the requirements of laws, regulations, contracts and
grants applicable to federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the District's major federal programs
hased on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audft Requirements for
Federal Awards (Uniform Guidance). Those standards and Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the District's compiiance
with those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the Disfrict’s compliance.

Opinion on Each Major Federaj Program

In our opinion, the District complied, in all material respects, with the types of compliance requirements
———referredto-above that could have a direct and material effect on each of its major federal programs for the

year ended June 30, 2016.

THE POWER OF BEING UNDERSTOOD
AUDIT I TAX T CONSULTING
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Other Matters

The resuits of our auditing procedures disclosed an instance of noncompliance, which is required to he
reported in accordance with the Uniform Guidance and which is described in the accompanying schedule
of findings and questioned costs as items 2016-004. Our opinion on each major federal program is not
modified with respect to these matters,

The District's response to the noncompliance finding identified in our audit are described in the
accompanying schedule of findings and guestions costs, The District's response was not subjected to the
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.

Report on Internal Control over Compliance

Management of the District is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the District’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
District's internal control over compliance.

A deficiency in internal control over compliance exists when the design ar operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal conirol over compliance is a deficiency, or 2 combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a materiai
weakness in internal controf over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed fo identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal conirol over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

BSM VS LLP

Davenport, lowa
July 31, 2017
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Mandaree Public Schoo! District No. 36

Schedule of Findings and Questioned Costs
Year Ended June 30, 2016

. Summary of the Auditor’s Results

Financial Statements

Type of auditor's report Issued: Unmadified

Internai confrol over financial reporting:

Material weakness(es) identified? [] Yes No
Significant deficiency{ies) identified? Yes | | None Reported
Noncompliance material to financial statements noted? |:| Yes No

Federal Awards

Internal control over major programs:
Material weakness(es) identifled? D Yes
Significant deficiency{ies) identified? D Yes

No
None Reported

LI

Type of auditor's report issued on compliance for major programs: Unmeodilied
Any audit findings disclosed that are required to be reporied in accordance
with Section 2 CFR 200.516{a)? Yes l:[ No

Identification of major program:

GFDA Number Name of Federal Program or Cluster

15.042 indian School Equalization Program
84.027A Special Education

Bollar threshold used to distinguish between type A and type B programs: $750,000
Auditee qualified as low-risk auditee? [] Yes No

({Continued})
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Mandaree Public School District No. 36

Schedule of Findings and Questioned Casts (Continued)
Year Ended June 30, 2016

ii. Findings Related to the Financial Statement Audit as Required to he Reported in
Accordance with Generally Accepted Government Auditing Standards

A,

Material Weaknesses and Significant Deficiencies in Internal Control

2016-001

Finding: The District's year-end financial reporting system did not provide for certain year-
end entries related to cash, recsivables and revenue, capital assets and restricted fund
balance.

Condition: During the audit, we identified amounts related to cash, receivables and
revenue, capital assets and restricted fund balance that were not recorded properly in the
District’s financial statements. Adjustments were subsequently made by the District to
properly include these amounts in the financial statements.

Context: Pervasive to the financial statements as a whole,

Effect: Potential material misstatement of the financial statements.

Cause: Turnover of the Business Manager who is responsible for financial reporting.
Recommendation: We recommend the District implement procedures to ensure all

transactions are properly accounted for and recorded in the District's financial statements
at year-end.

Response and corrective action plan: The District will implement a more robust year-end
accounting process to accurately adjust these halances.

2016-002

Finding: The District's schedule of expenditures of federal awards for the fiscal year
ended June 30, 2016 was adjusted to include all expenditures pai_d for with federal funds.

Criteria; Uniform Guidance requires grant recipients to report all federal expenditures on
the schedule of expenditures of federal awards.

Candition; The District did not include ail amounts paid by federal grants.

Context: Pervasive to the grant programs on the schedule of expenditures of federal
awards.

Effect: Potential misstatement of schedule of expenditures of federal awards.

Cause: Turnover of the Business Manager who is responsible for preparation of the
schedule of expenditures of federal awards.
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Mandaree Public School District No. 36

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2016

Recommendation: We recommend the District establish a process to review all grant
awards and ensure all federal expenditures are accurately reported on the schedule of
expenditures of federal awards.

Response and corrective action plan: The District will implement a process to accurately
prepare the schedule of expenditures of federal awards.

2016-003

Finding: The District's present accounting and data processing systems allow individuals
to handle fransactions from inception to completion.

Criteria: A system of internal control contemplates an adequate segregation of duties. An
adequate segregation of duties requires that no one individual shall handle a transaction
from inception fo completion. The Dislrict has improper segregation of duties over the
expenditure/cash disbursement cycie and payroli cycle. In addition, the Business
Manager has adminisirator level access to the general ledger system.

Condition:

» The Business Manager and AP Cleri have the ability to create a purchase order,
order goods, enter cash disbursements, process checks, have access to the
signature stamp, mail checks, add new vendors and change vendor information and
prepare hank reconciliations.

» The Business Manger processes payroll, can change employee information, posts
entries to the general ledger, has access to the signature stamp, has the ability to cut
checks and make the direct deposit and completes the bank reconciliation.

+ The Business Manager has administrator level access to the general ledger system.

Context: Pervasive o cash disbursement and payroll transactions.

Effect: Transaction errors could occur and not be detected in a timely manner.,
Cause: A limited number of personnel are available in the District office.

Recommendation: While the District has added the requirement of the Superintendent's
receipt of the unopened bank statement, the Superintendent and Board President’s
review of the bank reconciliations, and approval of purchase orders by the
Superintendent, to further strengthen the contrals, we recommend an individual
independent of the payrall and accounts payable process perform the bank
reconciliations. We also recommend the signature stamp be maintained by the individual
on the signature stamp or an individual independent of the payroll and accounts payable
process. An individual independent of the payroli and accounts payable processes
reviewing the changes to employee and vendor records would also strengthen controls.
Lastly, we recommend an independent review of the payroll register by an individual
without access to the payroll system. An individual other than the Business Manager
should have administrator access to the general ledger system.

Response and correclive action plan: We have implemented checks and balances.
Purchase orders need two signatures (Superintendent and Business Manager) before an
item can be ordered. Bank statements are reviewed by the Superintendent prior to being
given to the Business Office. Bank reconciliations will be reviewed by the Superintendent
and School Board.

37



Mandaree Public School District No. 36

Schedule of Findings and Questioned Costs {Continued)
Year Ended June 30, 2016

Compliance Findings

None reported

M. Findings and Questioned Costs for Federal Awards

A

Internal Controls
None reported
Compliance Findings

2016-904
All CFDA numbers included on the schedule of
federal awards for the year ended June 30, 2016

Finding: The Single Audit reporting package was not submitted to the Federal
Clearinghouse within the required time period and an extension was not granted by the
oversight agency.

Criteria: 45 CFR 74.269(d) dictates that auditee’s reporting packages should be
completed and submitted within the earlier of 30 days after the receipt of the auditor's
package or nine months after the end of the organization's fiscal year.

Condition: The Single Audit package for the District's year ended June 30, 2016 should
have been submitted to the Federal Clearinghouse by March 31, 2017 but was not
submitted until July 2017.

Questioned Casts: None

Context: June 30, 2016 Single Audit package
Effect: Potential impact to future federal funding.

Cause: The audit was not completed until June 2017 due to turnover and resource
constraints at the District

Recommendaticn: We recommend the District file the reporting package timely to the
Federal Clearinghouse.

Response and corrective action plan: The District will implement a process to accurately
prepare the schedule of expenditures of federal awards.
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Mandaree Public School District No. 36

Corrective Action Plan

Year Ended June 30, 2016
Corrective Action Anficipated
or Other Contact Date of
Number Comment Explanation _ Person - Completion
{ .
Significant Deficiencies in Internal Controf Over Financial Reporting
2016-001 The District’s year-end financial reporting system See corrective Superintendent June 30, 2017
did not provide for certain year-end entries, action plan at
2016-001.
2016-002 The District's schedule of expenditures of See corrective Superintendent June 30, 2017
federal awards was adjusted to include all action plan at
expenditures paid for with federal funds. 2016-002.
Instances of Noncompliance
2016-003 The District's present accounting and data processing See corrective Superintendent June 30, 2017
systems allow individuals to handle transactions action plan at
from incepticon to completion. 2(16-003.
2016-004 The Single Audit package was not submitted {o the See corrective Superintendent June 30, 2017

Federal Audit Clearinghouse within the required
time period.
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