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Independent Auditor's Report RSMUSLLP

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, 2017, 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 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 generaliy 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.

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 er
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 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 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
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, 2017,
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.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING
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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. Qur
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 statermnent 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 Regulations (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 to 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 additionai
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 infroductory 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 Reporting Required by Government Auditing Standards

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

RSH LS LLP

Davenport, lowa
March 30, 2018



Mandaree Public School District No. 36

Management’s Discussion and Analysis
Year Ended June 30, 2017

It is 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 School District No. 36 for the fiscal year ended June 30, 2017.
Professional standards require the inclusion of certain comparative information in the Management’s
Discussion and Analysis (MD&A).

Financial Highlights
Key financial highlights for 2017 are as follows:

Total modified cash basis revenues for the fiscal year ended June 30, 2017 of $6,040,252 were
comprised of general revenues in the amount of $3,885,502 and program revenues fotaling
$2,154,750.

Total medified cash basis expenditures increased $76,334 or 1.4 percent from $5,452,206 in 2016 to
$5,528,540 in 2017.

As of the close of the current fiscal year, the District's governmental funds (General Fund) reported
combined ending fund balance of $1,543,504 an increase of $688,270 in comparison with the prior
year. Of the total combined fund balance, $761,698 represents unassigned fund balance.

Overview of the Financial Statemenis

This Discussion and Analysis is intended to serve as an introduction 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 to the basic financial statements themselves.

Government-wide financial statement: The government-wide financial statement consists of a
Statement of Net Position 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
intergovernmental 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, 2017

Fund financial 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. 38, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-reiated 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 be spent in the near future to
finance the District's programs.

The Mandaree 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
24 and 25.

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 fuil
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 & 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
$9,244,768 from $8,733,056.

Table 1
Governmental Activities
2017 2016

Assets
Current and other assets $ 1,702,036 § 902,503
Capital assets 8,244,264 8,420,822

Total assets 9,946,300 9,323,325
Liabilities
Other liabilities 158,532 47,269
Long-term liabilities 8 543,000

Total liabilities 158,540 590,269
Net Position
Net investment in capital assets 7,701,264 7.877.822
Restricted 781,806 606,624
Unrestricted 761,698 248,610

Total net position $ 9,244,768 % 8.733,056




Mandaree Public School District No. 38

Ménagement’s Discussion and Analysis
Year Ended June 30, 2017

A restricted portion of the District's net position {8 percent) represents resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net position of
$813,786, 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 $511,712 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, 2017 and 2016.

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 suppaort services,

Table 2 - Changes in Modified Cash Basis Net Position

Governmental Activities

2017 2016
Revenues:
Program revenues:
Operating grants and contributions $ 2,154,760 % 2,509,541
General revenues:
Property taxes - 18,712
Grants and entitlements 3,304,128 3,431,371
Investment earnings 2,657 4,280
Rental income 117,565 104,162
Other 461,152 1,317,542
Total revenues 6,040,252 7,385,608
Expenses:
instruction 3,602,288 3,459,630
Support services 1,926,252 1,892,576
Total expenses 5,528,540 5,452,206
Change in net position 511,712 1,933,402
Net position, beginning of year 8,733,056 6,799,654
Net pasition, end of year $ 9244768  $ 8,733,056




Mandaree Public School District No. 36

Management’s Discussion and Analysis
Year Ended June 30, 2017

Table 3 below discloses cost of services for governmental activities, The total cost of services column
contains all costs refated 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 columins would represent restricted
grants, fees and donations.

Table 3 - Governmental Activities

Total Cost of Net Cost of Total Cost of Met Cost of
Programs Services 2017 Services 2017 Services 2016 Services 2016
Instruction % 3,602,288 § 1,929,442 % 3459630 % 1,470,189
Support services 1,926,252 1,444,348 1,992 576 1,472,476
Total expenses $ 5,528,540 § 3,373,790 3 5452206 § 2,942 665

The District’s total revenues for governmental activities decreased $1,345,356, or 18.2 percent, mainly
due to the $1,200,000 debt forgiveness from the Three Affiliated Tribes in 2016. Total expenses
increased $76,334 or 1.4 percent due to an increase in repairs and maintenance to the facilities and
equipment.

Financial Analysis of the Government’s Funds
As noted earlier, the District uses fund accounting to 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 infiows, outflows 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
$1,543,504, an increase of $688,270 in comparison with the prior year. The unassigned fund balance,
which is available for spending at the government's discretion, was $761,698 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 or 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 o compare both unassigned fund balance and total fund balance to total fund
expenditures. Unassigned and total fund balance represents 15.2 percent and 28.8 percent of total
General Fund expenditures, respectively.

General Fund Budgetary Highlights
Revenues were over budget by $86,844. This was mainly due to higher than expected state revenues.

Expenditures were under budget by $601,426. The under budget expenditures were mainly due to a
decrease in federal expenditures.



Mandaree Public School District No. 36

Management’s Discussion and Analysis
Year Ended June 30, 2017

Capital Assets and Debt Administration

The following table shows ending balances of capital assets by category. At the end of the 2017 fiscal
year, the District had invested $8,244,264 in capital assets. This amount represents a decrease of
$176,558. Additional information about capital assets can be found in Note 4. Total accumulated
depreciation of these assets equaled $2,344,065.

Table 4 - Capital Assets as of June 30 {Net of Depreciation)

Gaovernmental Activities

2017 2016
Construction in progress $ 201,600 § -
Buildings 7,585,942 7,903,923
Equipment 214,106 214,466
Vehicles 242617 302,433
Totals $ 8,244,264 % 8,420,822

Debt
As of June 30, 2017, the District had long-term debt outstanding totaling $543,000.

Table 5 - Qutstanding Debt, as of June 30

Governmental Governmental
Activities 2017 Activities 2016 Maturity
QZAB note payable $ 543,000 $ 543,000 2021

Additional information about the District's long-term debt 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 2018 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 enfrusted o 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, 2017
Governmental
Activities
Assets
Current assets:
Cash and cash equivalents $ 1,338,959
Employee receivables 1,077
Total current assets 1,340,036
Capital assets:
Contruction in progress 201,600
Buildings 9,233,959
Equipment 387,275
Vehicles 765,495
Less accumulated depreciation {2,344,065)
. Total capital assets 8,244,264
Restricted cash for QZAB note payable retirement 362,600
Total noncurrent assets 8,606,264
Total assets 9,946,300
Liabilities
Current {labilities:
Due to fiduciary fund 109,294
Payroll withholding liability 49,238
158,532
Long-term liabilities, long-term debt 543,000
Total liabilities 701,532
Net position
Net investment in capital assets 7,701,264
Restricted for QZAB note payable retirement 362,000
Restricted for grants 419,806
Unrestricted 761,608
Total net position 3 9,244,768

See notes to basic financial statements.




Mandaree Public School District No. 36

Statement of Activities—Modific
Year Ended June 30, 2017

Net (Expense)
Revenue
and Changes in
Net Position
Operating
Grants and Governmental
Expenses Contributions Activities
Governmental Activities
instruction:
Regular programs $ 3,173,797 1,547,648 {1,626,149)
Special education 428,491 125,198 (303,293)
Total instruction 3,602,288 1,672,846 {1,929,442)
Support services:
General administration services 404,138 - {404,138)
Instructional staff services 49,305 - {49,305)
Operations and maintenance 927 534 407,578 {519,956)
Pupil transportation services 277,722 - {(277,722)
Extracurricular activities 134,270 - {134,270)
Food services 133,283 74,326 (58,957)
Total support services 1,926,252 481,904 {1,444,348)
Total governmental activities $ 5,528,540 2,154,750 (3,373,790}
General Revenues
State aid not restricted for specific purpose:
Per pupil aid 1,693,256
Other state aid 393,996
Federal aid not restricted for a specific
purpose, ISEP 1,216,876
Interest income 2,657
Rental income 117,565
Miscellaneous 461,152
Total general revenues 3,885,502
Change in net position 811,712
Met positicn, beginning of year 8,733,056
MNet position, end of year 9,244,768

See notes to basic financial siatements.




Mandaree Public School District No. 36

Balance Sheet—Modified Cash Basis
Governmental Fund
June 30, 2017

General Fund

Assets

Cash and cash equivalents
Restricted cash for QZAB note payable ratirement
Employee receivables

Total assets

Liabilities
Payroll withholding liability
Due to fiduciary fund

Total liabilities

Fund balance
Restricted, QZAB bond retirement
Restricted, grants
Unassigned
Total fund balance

Total liabilities and fund balance

See notes to basic financial statements.
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$ 1,338,959
362,000
1,077

$ 1,702,036

$ 49,238
109,294

158,532

362,000
419,806
761,688

1,543,504

$ 1,702,036




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, 2017

Total governmental fund balance $ 1,543,504
Amounts reporied for governmental activities in the statement of net
position are different because;
Capital assets used in aovernmental activities are not current financial resources and therefore are not
reporied in the fund financial statement, but are reported in the governmental acfivities of the statement
of net position. Those assets consist of:
Construction in progress 201,600
Buildings 9,233,959
Equipment 387,275
Vehicles 765,495
Accumulated depreciation {2,344,065)
Long-term liabilities applicable to the District's governmental activities are not reported as fund
liabilities. All liabilities, both current and long-term, are reported in the statement of net position. (543,000)
Net position of governmental activities $ 9244 768

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

Statement of Revenues, Expenditures and Changes In Fund Balance—Modified Cash Basis
Governmental Fund
Year Ended June 30, 2017

General
Revenues:
State sources $ 2,177,676
Federal sources 3,281,202
Rental income 117,565
Qther sources 463,809
Total revenues 6,040,252
Expenditures:
Instruction:
Regular programs 3,173,797
Special education 428,491
Total instruction 3,602,288
Support services;
Current:
General administration services 404,138
Instructional staff services 49,305
Operations and maintenance 833,765
Pupit transportation services 194,933
Extracurricular activities 134,270
Food service 133,283
Total support services 1,749,694
Total expenditures 5,351,982
Net change in fund balance 688,270
Fund balance, beginning of year 855,234
Fund balance, end of year $ 1,643,504

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, 2017

Net change in fund balance—total governmental funds $ 688,270

The change in net position reported for governmental activities in the staterment of
activities is 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 lives and reported as depreciation expense. In the current period,
these amounts are:

Capital outlay $ 201,600
Bepreciation expense, net of adjustments {378,158) {176,558)
Change in net position of governmental activities 3 511,712

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

Statement of Fiduciary Assets and Liabilities
Agency Fund—Modified Cash Basis
June 30, 2017

Student
Activity Fund

Assets
Cash and cash equivalents
Bue from general fund

Liabilities, due to private individuals

See notes to basic financial statements.
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400
109,294

109,694

109,694




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 cperations: 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 250 students. The District is governed by the Mandaree Public School District No. 36
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
significance of their retationship with the primary government are such that exclusion would cause the
reporting entity's financial statements to be misleading or incomplete.

The District is governed by a Board of Education, which is elected by the pubiic 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 gevernment.
It has the right to sue and be sued, and has the right to buy, sell, lease or morigage property in its own
name. In addition, Governmental Accounting Standards Board (GASB) Statement No, 39, sets forth
additional criteria fo 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
refationship 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 District being entitled to, or having the ability to otherwise
access, a majority of the economic resources received or held by the Organization and 3) the economic
resources received or 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 govarnment 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 goverhment-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 government, except for fiduciary funds. The District does not have any activities that are
considered business-type activities.

The statement of activities presents 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 asscociated with a service, program or department and are, therefore, 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
reguirements 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 general
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 fo certain
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 financiat 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 type.

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
basis 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 transactions with a
provision for depreciation in the government-wide statement. Grants received in advance are recoghized
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 financiai 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 resources 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 trustee 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 foliowed by
the District include the following:

Cash and cash equivalents: 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 following estimated useful lives:

Years
Buildings 15~50
Equipment 5-20
Vehicles 8

The District’s buildings are on land owned by Three Affiliated Tribes. As the District does not have fitle
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
extend assets lives are not capitalized and instead are a pericd expense.

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

Long-term debt: All long-term debt arising from cash basis transactions to be repald 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 reporied 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 laws or regulations of other governmental organizations.

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

Fund balance: In the governmental fund financial 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: Amaounts restricted o specific purposes when constraints placed on the use of the
resources are either externally imposed 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 ordinance 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 to 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,

Unassignied: All amounts not included in other spendable classifications. 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
balance and then from less-restrictive classifications — committed, assigned and then unassigned
fund balances.

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 liability
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 scld back to the District at a determined rate within
their contract. This fiability will be liguidated by the General Fund.

As described in Note 1 under modified cash basis of accounting, these liabilities are not reported
in the financial statements.

18



Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 2. Cash and Cash Equivalents
The feliowing is a summary of the cash halances as of June 30, 2017:

Bank Balance
Cash and cash equivalents—General Fund $ 1,338,959
Restricted cash for QZAB note refirement—General Fund 362,000
Cash and cash equivalents—Student Activity Fund 400
$ 1,701,359

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 policy, nor do they have any investments as of June 30, 2017.

Custodial credit risk: Custodial credit risk for deposits is the risk that in the event of a bank failure, the
District's deposits may not be returned to it. The District does not have a deposit policy. As of June 30,
2017, $1,750,441 of the District's bank balance of $2,060,374 was covered by federal depository
insurance or collateral and was not exposed to custodial credit risk. The remaining amount of $308,933

was 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
tevied on January 1 are due in two equal installiments on the March 1 and October 15 following the levy
date. Property taxes are limited by state laws. The District did not levy any property taxes for fiscal year

ended June 30, 2017.
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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, 2017 is as follows:

Balance {Deletions)/ Balance
Governmental Activities June 30, 2016 Additions Adjustments June 30, 2017
Capital assets, not being depreciated,
" construction in progress 3 - $ 201600 % - $ 201,600
Capital assets, being depreciated:
Buildings 9,233,959 - - 9,233,959
Equipment 388,095 - {820) 387,275
Vehicles 765,495 - - 765,495
Total capital assets, being
depreciated 10,387,549 - (820) 10,386,729
Accumulated depreciation:
Buiidings 1,330,036 317,981 - 1,648,017
Equipment 173,629 17,287 (17,746) 173,170
Vehicles 463,062 59,816 - 522,878
Total accumulated depreciation 1,966,727 395,084 {17,746) 2,344,065
Total capital assets, being
depreciated, net 8,420,822 (395,084) 16,926 8,042,664
Governmental activities capital
assets, net $ 8420822 3 (193,484) % 16,926  $ 8,244,264

Depreciation expense was charged to the following functions and programs of the District for the year
ended June 30, 2017:

Governmental activities:
Support services:

Operaticns and maintenance $ 308,165
Pupil transportation services 86,219
Total depreciation expense—governmental activities $ 305,084

Note 5. Long-Term Debt

The following is a summary of changes in governmental activities’ long-term debt for the year ended
June 30, 2017:

Balance Balance Balance Due
June 30, 2016 Additions Deductions June 30, 2017 Within One Year
QZAB note payable 3 543,000 $ - $ - $ 543,000 % -

Noninterest bearing QZAB note payable to bank, due in one lump sum payment of $543,000 in August
2021, secured by a building. 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,
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Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 6. Pension Plan

North Daketa Teachers’ Fund for Retirement: The District confributes to the North Dakota Teachers'
Fund for Retirement (TFFR), a cost-sharing multiple-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 Daketa 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 salary 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, 2017, 2016
and 2015 were $361,032, $408,262 and $378,553, respectively.

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 ail
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 employee’s accumulated confributions, 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
normat retirement benefit calculated as if the employee were age 65 the day before death occurred or
monthly payments in an amount equal to the employee's accrued 100 percent 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 employee's accumulated pension benefits are paid, the balance will be paid to the
surviving spouse’s designated beneficiary.

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.

Employees are entitled 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
ar more years of service.
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Mlandaree Public School District No. 36

Notes to Basic Financial Statements

Note 6. Pension Plan (Continued)

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 normal 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, 2017, 2016 and 2015 were $105,805, $92,256 and
$86,870, respectively, of which $49,366, $42,320 and $40,308 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.

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 operating as a common
risk management and insurance program for over 2,000 state agencies and political subdivisions. The
Mandaree Public School District No. 36 pays an annual 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 coverage is provided by estimating replacement cost in
consultation with the Fire and Tornade 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 District participates in the North
Dakota Workforce 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 available for the
payment of claims to empioyees injured in the course of employment.

There have been no significant reductions in insurance coverage from the prior year and settled claims
restlting from these risks have not exceeded insurance coverage in the past three years,
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Mandaree Public School District No. 36

Notes to Basic Financial Statements

Note 8. Economic Dependency
The District receives 54 percent of its total revenue from grants from the federal government.

Note 9. 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.

Note 10. Pending Governmental Accounting Standards Board (GASB) Statements

As of June 30, 2017, the GASB has issued the following statement not yet implemented by the District.
The statement which might impact the District is as follows:

GASB Statement No. 84, Fiduciary Activifies, issued January 2017. This Statement will be effective for
the District with its reporting period June 30, 2020. This Statement establishes criteria for 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 criteria are included to identify fiduciary component units and
postemployment benefit arrangements that are fiduciary activities.

The District's management has not yet determined the effect this statement will have on the District's
financial statements.
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Mandaree Public School District No. 36

Other information
Budgetary Comparison Schediile
General Fund—Modified Cash Basis

Year Ended June 30, 2017
Budgeted Amounts Variance With
Original Final Actual Final Budget
Revenues:
State sources $ 2,129,256 $ 2129256 § 2,177676 § 48,420
Federal sources 3,755,652 3,755,652 3,281,202 {474,450)
Rental 68,500 68,500 117,565 49,065
Other - - 463,809 463,809
Total revenues 5,953,408 5,253,408 6,040,252 86,844
Expenditures:
Instruction:
Regular programs 3,748,013 3,749,013 3,173,797 575,216
Special education 480,000 490,000 428,491 61,509
Total instruction 4,239,013 4,239,013 3,602,288 636,725
Support services:
General administration services 385,998 385,898 404,138 {18,140
Instructional staff services - - 49,305 (49,305)
Operation and maintenance 893,648 893,648 833,765 59,883
Student transportation 200,560 200,560 194,933 5,627
Extracurricular activities 142,527 142,527 134,270 8,257
Food service 91,662 91,662 133,283 (41,621}
Total support services 1,714,395 1,714,395 1,749,694 {35,299)
Total expenditures 5,953,408 5,953,408 5,351,982 601,426
Net change in fund
balance $ - $ - 688,270 § (514.582)
Fund balance, beginning of year 855,234
Fund balance, end of year $ 1,543,504

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 refiected 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 School Board reviews the budget, may make revisions and approves it on or before August 15.
The budget must be filed 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 no amendment during 2017,

4. The balance of each appropriation becomes a part of the unappropriated balance at year-end.
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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, 2017

Beginning Ending
Balance Additions Deletions Balance
Assets
Cash and cash equivalents $ 102,226 % 25,269 127,095 % 400
Due from general fund - 109,294 - 100,294
$ 102,226 % 134,563 127,095 § 109,694
Liabilities, due to private individuals $ 102,226 § 25,269 17,801 % 109,694
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Mandaree Public School District No. 36

Schedule of Expenditures of Federal Awards—Modified Cash Basis

See notes to schedule of expenditures of federal awards.,
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Year Ended June 30, 2017
Federal Grantor's
Federal Grantor/ CFDA {dentifying Passed Through
Pass-Through Grantor/Program Tifle Number Number To Subrecipients Expenditures
U.S. Department of Interior
Bureau of Indian Affairs:
Indian Schoct Equalization Program 15.042  AADDH1A130-145A2100D0-A0E300000.899900.413A00 $ - $ 342,500
Indian Schoct Equalization Program 15.042  AADD11A130-134-ADES0G000-999900-413A00 - 1,172,625
Subtotat - 1,515,125
Indian School, Student Transportation 15,044 AADDT1A13G-ADEI20000-989900-413A0000 - 93,650
Administrative Cost Grants for Indian Schools 16,046  AADDITA13G-ADE340000-999600.4130000 - 288,187
Indian Education Facilites, Operations and Maintenance 15,047  AADDI1A13G-178A2100DD-A0EA50000,998300,413A00 . 308,735
Indian Education Facilities, Operations and Maintenance 15,047  AADDHA13G-176A2100DD-A0E450000,999900.433A01 - 163,749
Subtotal - 472,484
Totat U.S. Department of Interior - 2,359,446
U.5. Department of Agriculture
Passed Through North Dakota Depariment of
Public Instruction:
) Child Nutrition Cluster:
! School Breakfast Program (Note 3) 10,653 N/A - 24,701
Commadities (Note 3) noncash 10.565 N/A - 2,789
National School Lunch Program (Note 3) 10.665 N/A - 48,763
Subtotat - 76,263
3 Fresh Fruits and Vegetables (Note 3} 10.582 N/A - 882
: i Total U.S. Department of Agriculture - 77,145
U.S. Department of Education
Direct Programs:
Indian Education Formula Grant B4.060A  SOBDA140238 - 42,669
Impact Aid 84.041  S0D41B-2012-3636 - 244
Bureau of Indian Affairs:
Special Education 84.027A ::3[.)‘\%;‘:]2;3ﬂ-‘tZé-AﬂBYCZZHAGMDDOARDED‘QTGZ 214- i £83.850
Title I, Part A Cluster * BA10 s stanoae |2 I00RM: - 295,688
. . AADD11A13G-168A2100RM-
Title 3, Part A Cluster BL010  oa7c2625.950900 AR DED.97G26618.051 419400 - 110,600
| Subtotal - 406,288
Tille I1A - Teacher Quality Improvement Funds B B38 A DED 726515.051453A00 - 51,308
Passed Through Nerth Dakota Department of Public instruction:
Tile I, Part A Cluster * 84.010 N/A - 262,245
Title HA - Teacher Principa Quality Training 84.367A 2016-2017 SY - 26,278
Total U.S. Department of Education - 972,972
Total Expenditures of Federal Awards $ - $ 3,419,563
* Tofal Title 1, Part A Cluster $ - $ 668,533




Mandaree Public School District No. 36

Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2017

Note 1. Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal award
activity of Mandaree Public School District No. 36 under programs of the federal government for the year
ended June 30, 2017. The information in this Schedule is presented in accordance with the requirements
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule
presents only a selected portion of the operations of Mandaree Public School District No. 36, it is not
intended to and does not present the financial position, changes in net position or cash flows of Mandaree
Public School District No. 36.

Note 2.  Summary of Significant Accounting Policy

Expenditures reported on the Schedule are reported on 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, wherein certain types of expenditures are not allowable or
are limited as to reimbursement.

Note 3. Indirect Cost Rate

The District has elected not fo use the 10 percent de minimus indirect cost rate aliowed under Uniform
Guidance.

28



Report on Internal Control Over Financial RSMUS LLP
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, 2017, and the related notes to the
financial statements, which collectively comprise the District’'s basic financial statements, and have issued
our report thereon dated March 30, 2018. 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 controf was for the limited purpose described in the proceeding paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses ar significant deficiency 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 a material
weakness and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned 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 controf, 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 2017-001 and 2017-003 to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 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
questionad costs as 2017-002 to be a significant deficiency.

THE POWER OF BEING UNDERSTOOD
AUDIT| TAX | CONSULTING

29

RSM USLLPIs the U.S. member firm of RSMinternational, a global netwaork of independent audit, tax, and consulting firms. Visit rsmus.com/aboutus for more information regarding RSM US LLP and
RSM International.




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 an instance of noncompliance or other matters that is required to be
reported under Government Auditing Standards and which is described in the accompanying schedule of
findings and questioned costs as item 2017-004.

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 results 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.

PSSk VS LLP

Davenport, lowa
March 30, 2018
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RSMUS LLP

Report on Compliance For Each Major Federal Program and
Report on internal Control Over Compliance
Required by the Uniform Guidance

Independent Auditor's Report

Members of the School Board
Mandaree Public School 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, 2017. The
District's major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility
Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the District's major federal programs
based 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 Audit 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 compliance
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 District's compliance.

Opinion on Each Major Federal Program

In our opinion, the District complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2017.

THE POWER OF BEING UNBERSTOOD
AUDIT | TAX | CONSULTING
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Other Matters

The results of our auditing procedures disclosed an instance of noncompliance, which is required to be
reported in accordance with the Uniform Guidance and which is described in the accompanying schedule
of findings and questioned costs as items 2017-006 and 2017-007. Qur opinion on each major federal
program is not modified with respect to these matters.

The District’s response to the noncompiiance finding identified in our audit are described in the
accompanying schedule of findings and questions 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 controf over compliance exists when the design or 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 control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of federal program that is less severe than a material
weakness in internal control 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 to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. We did not identify any
deficiencies in internal control over compliance that we considered to be a material weakness. However,
we did identify a deficiency in internal control over compliance, as described in the accompanying
schedule of findings and questioned costs as items 2017-005 that we consider to be a significant
deficiency.

The District’s response to the internal control over compliance findings identified in our audit are
described in the accompanying audit findings and questioned 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.

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

testing of internal controf 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 LS LLP

Davenport, lowa
March 30, 2018
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Mandaree Public School District No. 36

Schedule of Findings and Questioned Costs
Year Ended June 30, 2017

Summary of the Audifor's Resuits
Financial Statements
Type of auditor's report issued: Unmodified
Internal control over financial reporting:
Material weakness(es) identified?
Significant deficiency{ies) identified?
Noncompliance material to financial statements noted?
Federal Awards
Internal conirol over major programs:
Material weakness(es) identified?
Significant deficiency(ies) identified?
Type of auditor's report issued on compliance for major programs: Unmaodified
Any audit findings disclosed that are required to be reported in accordance

with Section 2 CFR 200.516(a)?

Identification of major programs:

CFDA Number Name of Federal Program or Cluster
15.042 Indian School Equalization Program
84.027A Special Education

Dollar threshold used to distinguish between type A and type B programs:; $750,000
Auditee qualified as low-risk auditee?

(Continued)
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No
None Reported
No

Yes
Yes
Yes

minl.

[:] Yes No

Yes f"_"'l None Reported

Yes [:] No

%:f Yes No




Mandaree Public School District No. 36

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2017

IL Findings Related to the Financial Statement Audit as Required to be Reported in
Accordance with Generally Accepted Government Auditing Standards

A

Material Weaknesses and Significant Deficiencies in Internal Control
2017-001

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

Condition: During the audit, we identified amounts related to 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.

Management's response: Management agrees with the finding.

2017-002

Finding: The District's present accounting and data processing systems aliow individuais
to handle transactions 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 to completion. The District has improper segregation of duties over the
expenditurefcash disbursement cycle and payroll cycle. In addition, the Business
Manager has administrator level access to the general ledger system.

Condition:

+ The Business Manager and AP Clerk 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 bank 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.

e The Business Manager has administrator level access to the general ledger system.
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Mandaree Public School District No. 36

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2017

Context: Pervasive to cash disbursement and payroll transactions.

Effect: Transaction errors and misappropriation of assets 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 controls, we recommend an individual
independent of the payroll and accounts payable process perform the bank
reconciliations. We aiso 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 payroll 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 ladger system.

Management's response: Management agrees with the finding.

2017-003

Finding: The District did not prepare bank reconcile on a timely basis during the fiscal
year.

Conditign: The District did not reconcile the bank accounts without reconciling errors
during the year. As of year-end there was a reconciling difference of approximately
$46,000.

Context: All bank accounts.

Cause: Due to turnover at the Business manager position as well as lack of cash
reconciliations being performed on a timely basis each month.

Effect: Not completing bank reconciliations timely can result in misstatements and missed
transactions. It could potentially result in over drafting bank accounts and
misappropriation of assets.

Recommendation: We recommend that management implement a secondary individual
with the proper training and knowledge to be able to perform reconcilfations in the event
of a business manager depariure.

Management's response: Management agrees with the finding.
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Mandaree Pubiic School District No. 36

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2017

Compliance Findings
2017-004

Finding: The District used restricted activity fund monies to pay operational expenses that
did not qualify for the restricted use.

Criteria: Restricted monies are required to be used for the specific restricted purpose
only.

Condition: The District transferred approximately $109,000 from a restricted bank
account to an unrestricted bank and subsequently used the funds in fiscal year 2017,
Subsequently, an adjustment to record a payable from the General Fund to the Activities
Fund was made by the District.

Cause: The former Business manager did not draw on federal funds that were required
for the District to pay operational expenses.

Effect: Improper usage of restricted Activity Fund monies.

Recommendation: We recommend that management implement a secondary individual
with the proper training and knowledge to be able to draw down funds in the event of a
business manager departure.

Management's response: Mahagement agrees with the finding.

Il Findings and Questioned Costs for Federal Awards

A.

Internal Controls

U.S. Department of Interior

Bureau of Indian Affairs

Indian School Equalization Program (CFDA 15.042)
Federal Award Year: 2017

U.S. Department of Education
Bureau of Indian Affairs
Special Education (34.027)
Federal Award Year: 2017
2017-005

Finding: The District does not have a system in place to ensure the quarterly financial
expenditure reports are filed on a timely basis according to grant requirements.

Criteria: The grant agreement requires quarterly SF-425 reports to be filed within 30 days
of the end of each quarter.

36



itandaree Public School District No. 36

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2017

Condition: Quarterly reports were not filed on a timely basis with the granting agencies
according to the granting agreements. The reports for 2017 quarters one through four
were all filed on September 9, 2018.

Questioned costs: None

Context: Al 2017 quarterly reports were not filed in a timely manner.
Effect: Potential impact to future federal funding.
Cause: Due to turnover and resource constraints at the District.

Recommendation: We recommend the District provide proper training to individuals to
allow for multipte people to be able to file the quarterly reporting packages timely.

Management’s response; Management agrees with the finding.

B. Compliance Findings
2017-006

U.S. Depariment of Interior

Bureau of Indian Affairs

indian Schocl Equalization Program {CFDA 15.042)
Federal Award Year: 2017

U.S. Department of Education
Bureau of Indian Affairs
Special Education (84.627)
Federal Award Year: 2017

Finding: The quarterly SF-425 reports were not filed on a timely basis. See finding at
2017-005.

Questioned costs: None

2017-007

U.S. Depariment of Education
Bureau of Indian Affairs (Direct)
Special Education (CFDA 84.027A)

Finding: Grant funds were not placed in a fully insured and/or collateralized bank
account.

Criteria: Per the Grant agreement, the grant funds are o be held in a fully insured or
collateralized bank account.

Caondition: Grant monies received were not deposited in a bank account that was fully
insured or collateralized.
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Mandaree Public School District No. 36

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2017

Questioned costs: None

Context: As of June 30, 2017, $309,933 of the District's funds were uncollateralized and
uninsured.

Effect; Potential loss of federal funding.
Cause: Turnover in the business manager responsible for these duties.

Recommendation: We recommend the District deposit grant monies into an account that
is fully insured or collateralized.

Management's response: Management agrees with the finding.
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Menderree Fublic Schaol

SCHOOL DISTHICT NO. 38
PHONE (701) 759-3311 » Business Offices 759-3120
MANDAREE, NORTH DAKOTA 58757

Summary Schedule of Prior Audit Findings
For the year ended June 30, 2017

Material Weaknesses and Significant Deficiencies

2016-001

HOME OF
THE WARRIORS

Finding; The District's year-end financial reporting system did not provide for certain year-end entries
relatet! to cash, receivables and revenus, capital assets and restricted fund balaiice.

Corrgctive Action Taken: Not corrected, see corrective action plan
2016-002

Finding; The District's schedule of expenditures of federal awards for the fiscal yaar ended June 30, 2016

was adjusted to include all expenditures paid for with federal funds.

Gorrective Action Taken: The District implemented a processing system that ensures that all expenditures

are properly accounted for,

2016-003

Finding: The District's present accounting and data processing systems allow individuals to handie

transactions from inception o completion.

Corrective Action Taken: Nof coirected, see corrective action plan

Findings and Questioned Costs for Federal Awards
Compiiance Findings

2016-004

Finding: The Single Audit reporting package was not submitted to the Federal Clearinghouse within the

required lime period and an extension was not granted by the oversight agency.

Corrective Adtion Taken: The single audit report has since been submitted and the

that ensures that reports are submitted on time.

District has a system
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Meamdrree Public Sehool

SCHOOL DISTAICT NO. 36
PHONE (701) 759-3311 * Business Office: 759-3120
MANDAREE, NORTH DAKOQTA 58757

Corrective Action Plan
Year Ended June 30, 2017

Materfal Weaknresses and Significant Deficiencies in Internal Control
2017-001

Finding: The District's year-end financial reporting system did not provide for certa
related fo receivables and revenue, capital assets and restricted fund balance.

HOME OF
THE WARRIORS

in year-end entries

Corrective Actions Taken of Planned: The district will implement a more robust year-end accounting

process to-accurately adjust these balances.

2017-002

Einding: The District's present accounting and data processing systems allow individuals to handig

transactions from inception fo completion.

Corrective Actions Taken of Planned: Segregation of duties has since been implementad.

Superintendent approves all purchase orders and invoices, Assistant Manager processies vendor
payments, while Business Manager double checks all transactions for sccuracy and reconciles vendor

accounts.

The Assistant Manager processes payroll while the Business Manager verifies and approves the

disbursements of funds.

2017003

Finding: The District did not prepare bank reconciiations on a fimely basis during the fiscal year.

Corrective Actions Taken of Planned: Bank reconciiiations are being prepared timely and thoroughly.

Compliance Findings
2017-004

Finding: The. District used restricted activity fund monies to pay operational expen
for the restricted uss.

Corrective Actions Taken of Plafined: Neceéssary adjustments have been mads an
been returned back to the activity fund

Findings and Questioried Costs for Federal Awards
Internai Controls
2017-005

Finding: The District does not have a system In place to ensure the quarterly finan
are filed on a timely basis according to grant requirements.

ses that did not qualify

d the funds have since

cial expenditure raports
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Manderee Puhlic School OME OF

SCHOOL DISTRICT MO, 35 THE WARRICRS
PHONE (701) 759-3311 + Business Office: 752-3120 .
MANDAREE, NORTH DAKOTA 58757

Corective Actions Taken of Planned: The District has implemented a system thal ensures that.alf reports
are filed on a timely basis,

Compliance Findings
2017-006

Einding: The guarterly SF-425 reports were not filed on a timely basis. See finding at 2017-006.
Coireciive Agtions Taken of Planned; The quarterly report has since been filed and the school has a
system that ensures that reports are filed on a timely basis,
2017-007

Einding; Grant funds were not placed in a fully collaterafized bahk account.

Cormrective Actions Taken of Planned: The District will ensure that grant funds are fully collateralized.
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