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School District Number 13E
Valley County — Nashua, MT
Management Discussion and Analysis (MD&A)
For the Year Ended June 30, 2014

Our discussion and analysis of School District 13E, Valley County, Nashua, Montana’s (the
District) financial performance provides an overview of the District’s financial activities for the

fiscal year ended June 30, 2014.

FINANCIAL HIGHLIGHTS

The District’s financial position was relatively stable in 2014 with total net position increasing
from 2013. The District had several large capital expenditures during the fiscal year, including a
new teacherage and security system and hvac system upgrades. The District took out a
mortgage for the purchase of the teacherage.

USING THE FINANCIAL REPORT

This annual report consists of financial statements for the District as a whole with more
detailed information for certain District funds. The Statement of Net Position (pg. 10) and the
Statement of Activities (pg. 11) provide information about the activities of the District as a
whole and present a long-term view of the District’s finances. Fund financial statements tell
how services were financed in the short-term as well as what remains for future spending.
Fund financial statements also report the District’s operation in more detail than government-
wide statements by providing information about the District’'s most significant funds. The
remaining statements provide financial information about activities for which the District acts
solely as a trustee or agent.

Reporting the School District as a Whole

The report includes two district-wide statements that focus on operations of the district as a
whole. These statements measure inputs and outflows using an economic resources
measurement focus, and use the accrual basis of accounting. Activities that are fiduciary in
nature are not included in these statements.

A. The Statement of Net Position (pg. 10) shows the “assets” (what is owned),
“liabilities” (what is owed) and the “net position” (the resources that would remain
if all obligations were settled) of the School District. The statement categorizes
assets based on their liquidity. Some assets are restricted for certain purposes or
reserved for emergencies and cash flow purposes. Some assets are invested in
“capital” assets, such as buildings, equipment and other long-lived property; and
some assets are available to fund budgets of the following year.

B. The Statement of Activities (pg. 11) shows the amounts of program-specific and
general school district revenues used to fund the school district’s various functions.



School District Number 13E
Valley County — Nashua, MT
Management Discussion and Analysis (MD&A)
For the Year Ended June 30, 2014

Reporting the District’s Most Significant Funds

The fund statements provide detailed information about the funds used by the School District.
State law and Generally Accepted Accounting Principles (GAAP) establish the fund structure of
school districts, State law generally requires school districts to segregate money generated for
certain specific purposes, like transportation and debt service, in separate fund accounts. The
fund statements report balances and activities of the most significant, or “major” fund
separately and combine the activities of less significant funds under a single category.
Significance of funds is determined based on the proportional size of funds, the relative
importance of the activities of the funds to the school district’s operations, and the existence of
legal budget requirements. Internal Service funds are never reported as major funds, but are
combined and presented in a separate column. The Balance Sheet and Statement of Revenues,
Expenditures, and Changes in Fund Balance are shown for governmental funds, such as the
general fund, special revenue funds for transportation and school food service, and debt service
and capital outlay funds. These funds use the modified accrual basis of accounting and
represent the majority of the District’s activities and programs. Fund statements include a
reconciliation of the governmental fund statements to the district-wide statements. Most
significant differences result from the use of different presentation bases. The district-wide
statements for governmental funds use the modified accrual basis. In addition, general capital
assets and general long-term debt are reported in the district-wide statements, but not in the
fund statements.

Reporting the District’s Trust and Fiduciary Responsibilities

The District is the trustee, or fiduciary, for the extracurricular fund. This report includes the
activities in a separate Statement of Fiduciary Net Position and Changes in Fiduciary Net
Position (pg.15) because the District cannot use these assets to fund its operations. The District
is responsible for ensuring these assets are used for their intended purpose.

The District As A Whole

One important question asked about the District’s finances is, “Is the District better or worse
off as a result of the year’s activities?” The information in the government-wide financial
statement helps answer this question. The following table summarizes information on assets
and liabilities. This table also includes comparative information from the previous fiscal year.



School District Number 13E
Valley County — Nashua, MT
Management Discussion and Analysis (MD&A)
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Statement of Net Position

2014 2013 Inc (Dec)
Current assets S 784,839 S 1,278,595 S  (493,756)
Net capital assets 1,745,828 728,877 1,016,951
Total assets 2,530,667 2,007,472 523,195
Current liabilities 12,015 6,811 5,204
Noncurrent liabilities 71,341 38,595 32,746
Total liabilities 83,356 45,406 37,950
Net investment in capital assets 1,670,439 728,877 941,562
Restricted net position 460,927 634,022 (173,095)
Unrestricted net position 270,797 599,167 (328,370)
Total net position S 2,402,163 S 1,962,066 S 440,097
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The following table contains information on revenues and expenditures from the government-
wide financial statements and includes comparative data from the previous fiscal year.

Statement of Activities

2014 2013 Inc (Dec)

Revenues
Program revenues:

Charges for services S 43,485 S 37,373 S 6,112

Federal grants 171,041 263,034 (91,993)
General revenues

District property tax 595,458 526,901 68,557

State revenue 1,423,790 946,345 477,445

County revenue 188,194 185,365 2,829

Investment earnings 1,116 2,352 (1,236)

Otherincome 26,110 11,992 14,118

Gain on sale of assets 6,000 (6,000)

Total Revenue S 2449,194 S 1,979,362 $ 469,832

Program expenses

Instruction S 1,217,105 S 1,102,364 S 114,741

Student transportation 123,187 122,577 610

Operation and maintenance 236,702 264,163 (27,461)

Administration 226,933 216,577 10,356

Student activities 58,188 51,940 6,248

School food 119,097 119,443 (346)

Unallocated depreciation 25,098 30,565 (5,467)

Interest expense 2,787

Total expenses 2,009,097 1,907,629 98,681

Change in net position 440,097 71,733 368,364
Net position, beginning 1,962,066 1,890,333 71,733

W

Net position, ending 2,402,163 S 1,962,066 S 440,097

ANALYSIS OF FINANCIAL INFORMATION

The fund balance was $744,722 for the fiscal year 2014 as compared with $1,239,387 in fiscal
year 2013. Net position was $2,402,163 for fiscal year 2014 as compared with $1,962,066 for
fiscal year 2013. This would indicate that Nashua School District is financially healthy. Areas of
future concern include fluctuating enrollment. Legislative action will determine how much of
an effect this will have on the future funding.
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Net investment in capital assets increased due to the purchase of capital assets. Restricted net
position decreased because more money was spend than received in several of the funds.

BUDGET-TO-ACTUAL COMPARISONS

The budgetary comparison schedules in the required supplementary information, listed in the
table of contents, show how actual expenditures compared to the original and final budgeted
expenditures for the major funds. In the general fund, the actual amount for district property
taxes was slightly less than expected in the budget, due to a lag in tax collections. Expenditures
were less than expected because revenue was lower. In the transportation fund, expenditures
were less than budgeted because operating costs were lower this year. Revenue was less than
expected due to a slightly lower state and county reimbursement. In the bus depreciation fund,
no expenditures were made this year and revenue was slightly lower than expected.

CAPITAL ASSETS

The District put capital assets costing $1,083,705 into service during the year to bring the
balance of capital assets to $2,954,811. The assets added included a pickup, security system
upgrades and hvac system upgrades.

LONG-TERM DEBT

The District took out a loan for $80,302 to help pay for the new teacherage that was put into
service.

CONTACT FOR FURTHER INFORMATION

This financial report is designed to provide a general overview of the District’s finances.
Questions concerning this report or persons in need of additional information should contact
the Superintendent or Clerk at Nashua Schools, P.O. Box 170, 222 Mabel, Nashua, MT 59248,
(406) 746-3411.



Independent Auditor’s Report

To the Board of Trustees
School District Number 13E
Valley County

Nashua, Montana

| have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of School District Number 13E,
Valley County, Nashua, Montana, (School) as of and for the year ended June 30, 2014, and the
related notes to the financial statements, which collectively comprise the School’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

My responsibility is to express opinions on these financial statements based on my audit. |
conducted my audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that | 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 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, | 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.



| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my audit opinions.

Basis for Qualified Opinion on Governmental Activities

The School has not recorded the other post-employment benefit (OPEB) liability and related
expense in the governmental activities. Accounting principles generally accepted in the United
States of America require that the OPEB liability and related expense be recorded, which would
increase the liabilities and expenses and decrease net position for the governmental activities.
The amount by which this departure would affect the liabilities, net position and expenses is
not reasonably determinable.

Qualified Opinion

In my opinion, except for the effects of the matter described in the “Basis for Qualified Opinion
on Governmental Activities” paragraph, the financial statements referred to above present
fairly, in all material respects, the respective financial position of the governmental activities of
the School, as of June 30, 2014, and the respective changes in financial position for the year
then ended in accordance with accounting principles generally accepted in the United States of
America.

Unmodified Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of each major fund of the government, and the aggregate
remaining fund information as of June 30, 2014, and the respective changes in financial
position, thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information listed in the table of
contents be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical
context. | have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to my inquiries,
the basic financial statements, and other knowledge | obtained during my audit of the basic



financial statements. | do not express an opinion or provide any assurance on the information
because the limited procedures do not provide me with sufficient evidence to express an
opinion or provide any assurance.

Other Information

My audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the School’s basic financial statements. The supplemental schedules on
pages 31-33 are presented for purposes of additional analysis and are not a required part of the
basic financial statements.

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report dated
December 8, 2014, on my consideration of the District’s internal control over financial reporting
and on my 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 my
testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the School’s internal control over financial
reporting and compliance.

Philip Emmons, CPA
Miles City, MT

December 8, 2014



ASSETS

Current assets
Cash and investments
Property taxes receivable
Restricted
Cash and investments
Taxes receivable
Total current assets

Capital assets, net of
accumulated depreciation

Total assets

LIABILITIES

Current liabilities

Compensated absences - current

Notes payable - current

Non-current liabilities
Compensated absences
Notes payable

Total liabilities

NET POSITION

Net investment in capital assets

Restricted
Bus replacement
Retirement benefits
Student transportation
Adult education
Buildings

Technology equipment and training

Instruction
Food service
Unrestricted

Total net position

School District Number 13E
Valley County - Nashua, MT
Statement of Net Position
June 30, 2014

$ 285981
29,992

458,741
10,125
784,839

1,745,828
1,745,828

$ 2,530,667

$ 7,967
4,048
12,015

45,148
71,341
116,489

$ 128,504

$ 1,670,439

247,559
50,645
53,035
18,447

793
15,714
54,384
20,350

270,797

$ 2,402,163

See accompanying Notes to the Financial Statements
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For the Year Ended June 30, 2014

Government operations
Instruction and related services
Students
Improvement of instruction
Educational media services
General administration
School administration
Business services
Operation and maintenance
Student transportation
Extracurricular activities
School food
Unallocated depreciation
Interest expense

Total government activities

General revenues
District property taxes
State revenue
County revenue
Other revenues
Investment earnings

Total general revenues

Increase (decrease) in net position
Net position

Beginning of year
End of year

School District Number 13E
Valley County - Nashua, MT
Statement of Activities

Net (Expense)

Program Revenue Revenue
Charges for Operating Governmental

Expenses Services Grants Activities
S 987,173 §$ 5,775 S 132,957 S (848,441)
62,737 (62,737)
10,367 (10,367)
156,828 (156,828)
114,003 (114,003)
60,569 (60,569)
52,361 (52,361)
236,702 (236,702)
123,187 (123,187)
58,188 (58,188)
119,097 37,710 38,084 (43,303)
25,098 (25,098)
2,787 (2,787)
S 2,009,097 S 43,485 S 171,041 S (1,794,571)

See accompanying Notes to the Financial Statements
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595,458
1,423,790
188,194
26,110
1,116

2,234,668

440,097

1,962,066

2,402,163



ASSETS
Cash and investments
Taxes receivable
Restricted
Cash and investments
Taxes receivable
Total assets

LIABILITIES & DEFERRED INFLOWS
OF RESOURCES
Unavailable revenue

Total deferred inflows of resources

FUND BALANCE
Restricted
Bus replacement
Retirement benefits
Student transportation
Adult education
Buildings

Technology equipment and training

Instruction
Food service
Committed
Lease rental
Compensated absences
Buildings
Instruction
Assigned
Capital projects
Unassigned
Total fund balance

Total liabilities, deferred inflows of
resources and fund balance

OOI DISTrICT NU ber 13t

x County - Nas IYI
Balance eet - overnmenfa Funds
June 30, 2014
Major Funds
Bus Other Total
Transportation Depreciation Miscellaneous Impact Aid Governmental  Governmental
General Fund Fund Fund Programs Fund Fund Funds Funds
S 120,606 $ S S S 69,624 S 95,751 $ 285,981
29,992 29,992
48,171 251,528 54,384 104,658 458,741
4,865 3,969 1,291 10,125
$ 150,598 $ 53,036 $ 255,497 $ 54,384 $ 69,624 $ 201,700 $ 784,839
S 29,992 S 4,865 $ 3,969 S S S 1,291 $ 40,117
S 29,992 S 4,865 $ 3,969 S 0 s 0s 1,291 $ 40,117
$ S S 251,528 $ S S S 251,528
50,645 50,645
48,171 48,171
18,447 18,447
793 793
14,423 14,423
54,384 54,384
20,350 20,350
13,321 13,321
12,154 12,154
45,916 45,916
24,360 24,360
69,624 69,624
S 120,606 120,606
S 120,606 $ 48,171 S 251,528 $ 54,384 $ 69,624 S 200,409 $ 744,722
$ 150,598 $ 53,036 $ 255,497 $ 54,384 $ 69,624 $ 201,700 $ 784,839
Reconciliation to the Statement of Net Position:

Total fund balance from above $ 744,722
Add capital assets not reported above 2,954,811
Less accumulated depreciation (1,208,983)
Less long-term debt not reported above (75,389)
Less compensated absences (53,115)
Deferred inflows of resources for property taxes recognized as revenue in the government-wide statements 40,117
Net position $ 2,402,163

See accompanying Notes B the Financial Statements



Revenues
District property taxes
State revenue
County revenue
Federal revenue
Investment earnings
School food services
Other income

Total revenue

Expenditures

Current operations
Instruction
Students

Improvement of instruction
Educational media services

General administration
School administration
Business services

Operation & maintenance

Student transportation
Extracurricular
School food services
Current charges
Capital outlay
Debt service
Total expenditures

Excess (Deficiency) of revenue

over expenditures

Other financing sources (uses)
Resources transfer (to) from

other funds

Face amount of notes payable

Net change in fund balances

Beginning fund balance
Ending fund balance

SFReY e Yoe
Statement of Revenue, xpendl

bChOOI DIStrICt Nu
Coun

ber 13k
ua, MT

tures and Changes

in Fund Balance - Governmental Funds

June 30,

Major Funds

Bus Other Total
Transportation Depreciation Miscellaneous Impact Aid Governmental Governmental

General Fund Fund Fund Programs Fund Fund Funds Funds
S 437,740 $ 73,757 $ 45,802 $ S S 37,250 $ 594,549
918,731 25,965 467,311 11,783 1,423,790
22,118 166,076 188,194
89,665 43,292 38,084 171,041
491 76 383 166 1,116
37,710 37,710
7,761 24,124 31,885
S 1,356,471 $ 121,840 $ 46,293 $ 564,813 $ 43,675 $ 315,193 $ 2,448,285
S 731,624 $ S S 85,018 $ 19,837 $ 142,985 $ 979,464
55,176 852 1,146 5,563 62,737
4,203 2,902 3,262 10,367
92,558 34,384 79 29,807 156,828
86,800 14,982 700 350 11,171 114,003
45,049 10,631 4,889 60,569
45,131 7,230 52,361
205,749 4,773 4,890 650 20,640 236,702
6,577 70,352 4,602 81,531
51,867 944 5,377 58,188
32,544 86,553 119,097
1,357,278 100,738 0 129,690 25,324 318,817 1,931,847
463,638 358,174 261,893 1,083,705
7,700 7,700
S 1,357,278 $ 100,738 $ 0s 593,328 $ 383,498 $ 588,410 $ 3,023,252
S (807) $ 21,102 $ 46,293 $ (28,515) $ (339,823) S (273,217) $ (574,967)
S (3,407) $ (25,000) $ (150,000) S S S 178,407 $ 0
S S S S S S 80,302 $ 80,302
S (4,214) $ (3,898) $ (103,707) S (28,515) $ (339,823) S (14,508) $ (494,665)
124,820 52,069 355,235 82,899 409,447 214,917 1,239,387
$ 120,606 $ 48,171 $ 251,528 $ 54,384 $ 69,624 $ 200,409 $ 744,722

See accompanying Notes 'i% the Financial Statements



School District Number 13E
Valley County - Nashua, MT
Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2014

Excess (deficiency) of revenues over expenditures and changes in fund
balances as reported on the governmental funds statement S (494,665)

Revenues on the government-wide statement not reflected in revenue in
the governmental funds statement:
Increase (decrease) in property taxes receivable 909

Expenditures on the government-wide statement not reported on the
government funds statement:

Depreciation (66,754)
(Increase) decrease in compensated absences (7,709)

Revenues on the government funds statement not reported on the
government-wide statement:

Face amount of long-term debt (80,302)

Expenditures on the government funds statement not reported on the
government-wide statement:

Acquisition of capital assets 1,083,705
Principal payments on long-term debt 4,913
Change in net position on the government-wide statement of activity S 440,097

See accompanying Notes to the Financial Statements
14



School District Number 13E
Valley County - Nashua, MT
Statement of Fiduciary Net Position and Statement of Changes in Fiduciary Net Position
As of and For the Year Ended June 30, 2014

Private Purpose
Trust Fund -
Extracurricular

Fiduciary net position

Assets
Cash and investments S 51,627

Net position held in trust
Student activities S 51,627

Changes in fiduciary net position

Additions

Revenue from student activities S 92,699
Deductions

Student activities 87,537
Changes in net position held in trust S 5,162
Net Position
Beginning of the year S 46,465
End of the year S 51,627

See accompanying Notes to the Financial Statements
15



School District Number 13E
Valley County — Nashua, Montana
Notes to the Financial Statements

June 30, 2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity - All operations of the School are controlled by a Board of Trustees elected
in District-wide elections and are responsible for all of the School’s activities. The financial
statements include all of the School’s operations controlled by the Board of Trustees. Based
on the criteria for determining the reporting entity (separate legal entity and fiscal or
financial dependency on another government), the School is considered to be an
independent reporting entity and has no component units. The School applies all relevant
Governmental Accounting Standards Board (GASB) pronouncements.

Government-Wide Statements — The statement of net position and the statement of
activities show information about the overall financial position and activities of the School
with the exception of the fiduciary fund. The fiduciary fund is reported as a private purpose
trust fund in the fund financial statements.

These statements are reported using the economic resources measurement focus and the
accrual basis of accounting. The activities of the School are generally financed through
property taxes, state equalization funding, and federal and state grants. Revenues are
recorded when earned and expenses are recorded at the time the liability is incurred,
regardless of when the related cash flows take place. On the accrual basis of accounting,
revenues from property taxes are recognized in the fiscal year for which the taxes are
levied. Revenues from grants, entitlements, and donations are recognized in the fiscal year
in which eligibility requirements have been met.

The statement-of-activities presents a comparison between direct expenses and program
revenues for each function of the School’s governmental activities. Direct expenses are
those that are specifically associated with a program or function. The School does not
charge indirect expenses to programs or functions. Program revenues include fees for
services and grants and contributions that are restricted to a particular program. Revenues
that are not classified as program revenues, including all property taxes, are presented as
general revenues.

Fund Financial Statements — These statements provide information about the School’s
funds, including a separate statement for the School’s fiduciary activity fund (the
extracurricular fund). The emphasis of the fund financial statements is on major
governmental funds. Each major fund is displayed in a separate column.

16



School District Number 13E
Valley County — Nashua, Montana
Notes to the Financial Statements

June 30, 2014

All of the remaining funds are aggregated and reported in a single column as other
governmental funds. These funds are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method,
revenues are recognized when measurable and available.

State and other governmental revenues applicable to the current fiscal year and collected
soon after year-end are recognized as revenue. Most current property tax receivables are
delinquent at June 30 and the amount collected soon after year-end is not significant.
Deferred revenues are recorded for these receivables.

Expenditures are recorded when the related fund liability is incurred, except for payments
for compensated absences which are recognized as expenditures when paid. General
capital asset acquisitions are reported as expenditures in governmental funds.

Under the terms of the School’s grant agreements, certain programs are funded by specific
cost-reimbursement grants and general revenues.

Generally accepted accounting principles require that the general fund be reported as a
major fund and that all other government funds whose assets, liabilities, revenues or
expenditures exceed 10% or more of the total for all government funds also be reported as
major funds. Accordingly, the School reports the following major governmental funds:

General Fund — This is the School’s primary operating fund and it accounts for all financial
resources of the School except those required to be accounted for in other funds.

Transportation Fund — This receives tax revenues and state and county reimbursements for
maintenance and operation of district owned school buses and individual transportation
contracts. The fund may be used only to support costs of home-to-school transportation.

Bus Depreciation Fund — This fund is used to accumulate tax revenues to purchase school
buses.

Miscellaneous Programs Fund — This fund is used to account for revenues received through
local, state or federal grants and reimbursements.

Impact Aid Fund — This fund is used to account for revenues received from Public Law 81-
874 Impact Aid. Revenues in this fund are usually committed or assigned to capital projects.

Fiduciary Fund — The School also has a private-purpose trust fund, Extracurricular, which

accounts for extracurricular activities of its students. The fund is reported using the
economic resources measurement focus and accrual basis of accounting.

17



School District Number 13E
Valley County — Nashua, Montana
Notes to the Financial Statements

June 30, 2014

Cash and Investments — State Law permits investment of school funds in insured savings or
time deposits, bank repurchase agreements, direct obligations of the U.S. Government, and
the State’s unified investment program. Except for the private purpose trust fund, all cash
and investments are held by the County Treasurer. Investments are stated at estimated fair
value, which approximates cost. Cash on hand, demand, savings and time deposits, STIP
and short-term investments with original maturies of three months or less from the date of
acquisition are considered cash equivalents.

Inventories — Inventories are considered to be immaterial and are not recorded.

Property Taxes — Property taxes receivable at June 30 consist primarily of delinquent
property taxes from the current and prior year levies. Property taxes receivable are offset
by deferred revenue in the fund financial statements. The School does not record an
allowance for uncollectible taxes because it is considered to be immaterial.

Property taxes are levied in August of each fiscal year, based on assessments as of the prior
January 1. Real property taxes are usually billed in October and are payable 50% on
November 30 and 50% on May 31. Property taxes are maintained and collected by the
County Treasurer.

Capital Assets — Capital assets are carried at actual cost or estimated historical cost based
on appraisals. Major additions and betterments with a cost in excess of $5,000 are
recorded as additions to fixed assets. Repair and maintenance costs are not capitalized.
Depreciation is computed using the straight-line method and the useful lives have been
estimated as follows:

Buildings and Improvements 20-50 years
School Buses 8 years
Equipment 5-25 years

Compensated Absences — Vacation leave, within certain limitations, may be payable to
administrative and classified (non-teaching) employees on termination. Sick leave is
accumulated for classified employees at a rate of 12 days for each year of service. Part-time
classified employees are entitled to prorated benefits upon fulfillment of the qualifying
period of time. Classified employees are eligible for compensation at one fourth of the
accumulated sick leave amount on termination.

Upon termination, certified employees (teachers) are paid for unused sick leave at the rate

of $1.75 per hour for each hour of accumulated sick leave. The maximum amount of leave
allowable is 800 hours.
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School District Number 13E
Valley County — Nashua, Montana
Notes to the Financial Statements

June 30, 2014

The maximum school district payout will be the above stated amount or $1,400, whichever
is smaller. Compensated absences are liquidated using the General Fund and Compensated
Absences Fund.

Liabilities associated with accumulated vacation and sick leave are accrued when incurred in
the government-wide financial statements. A liability for these amounts is reported in the
governmental funds only if they have matured, for example, as a result of employee
resignations or retirements.

Interfund Transfers and Balances — Interfund transfers are inflows and outflows of current
financial resources between funds and are to be distinguished from a government’s regular
revenues. The school district annually transfers money, subject to certain limitations, from
the general fund to the compensated absences fund to be used for the payment of future
compensated absences. Interfund transfers are reported as other financing sources rather
than revenue. Interfund transfers and balances are eliminated in the government-wide
financial statements.

Net Position and Fund Balance — The Statement of Net Position includes the following types
of net positions: Net Investment in Capital Assets — the component of net position that
reports capital assets less accumulated depreciation and related debt, Restricted Net
Position — the component of net position that reports net position that is subject to
enabling legislation, or external restrictions imposed by creditors, grantors, laws or
regulations of other governments, Unrestricted Net Position — the difference between
assets and liabilities not reported in either of the other two classes of net position.

In accordance with Government Accounting Standards Board (GASB) Statement 54, Fund
Balance Reporting and Governmental Fund Type Definitions, the School classifies
governmental fund balances as follows:

Nonspendable — includes fund balance amounts that cannot be spent either because it is
not in spendable form or because of legal or contractual constraints.

Restricted —includes fund balance amounts that are constrained for specific purposes which
are externally imposed by providers, such as creditors or amounts constrained due to
constitutional provisions or enabling legislation.

Committed — includes fund balance amounts that are constrained for specific purposes that
are internally imposed by the government. These commitments may be made, rescinded or
modified by resolution of the Board of Trustees, the highest level of decision making
authority, and do not lapse at year-end.
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School District Number 13E
Valley County — Nashua, Montana
Notes to the Financial Statements

June 30, 2014

Assigned — includes fund balance amounts that are intended to be used for specific
purposes that are neither considered restricted or committed. Fund Balance may be
assigned by the Board of Trustees at its discretion.

Unassigned - includes positive fund balance within the General Fund which has not been
classified within the above mentioned categories and negative fund balances in other
governmental funds.

The School uses restricted amounts to be spent first when both restricted and unrestricted
fund balance is available unless there are legal documents or contracts that prohibit doing
this, such as a grant agreement requiring dollar for dollar spending. Additionally, the School
would first use committed, then assigned, and lastly unassigned amounts of unrestricted
fund balance when expenditures are made.

The School does not have a formal minimum fund balance policy.
NOTE 2: CASH AND INVESTMENTS

The School participates in the Valley County Treasurer’s investment program. Funds
deposited with the County Treasurer are pooled and invested in accordance with State Law.
Funds are withdrawn from the investment program as needed to pay warrants. Earnings
are allocated to the School based on average month-end cash balances and are distributed
monthly. It is not practical to determine the investment risk, collateral, or insurance
coverage for the School’s share of these pooled investments. This external investment pool
is audited as part of Valley County’s financial statements. This investment pool is not
registered with the Securities and Exchange Commission (SEC).

The student activity trust funds are deposited in FDIC insured, interest bearing checking
accounts or certificates of deposit. At year-end, the carrying amount of the bank balances
for the Extracurricular Fund was $51,627. Of these bank balances, 100% was covered by
Federal Deposit Insurance.

Concentration of Credit Risk — The investment policy of the District contains no limitations

on the amount that can be invested in any one issuer. Deposits held in the District’s name
or Valley County’s name are held as authorized by the State of Montana.
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School District Number 13E
Valley County — Nashua, Montana
Notes to the Financial Statements

June 30, 2014

NOTE 3: CAPITAL ASSETS

Capital asset activity during the year was as follows:

Balance Balance
June 30, 2013 Additions Deletions  June 30, 2014

Cost of assets

Buildings S 1,257,393 S 1,095,539 $ S 2,352,932
Vehicles 399,107 20,190 419,297
Equipment 182,582 182,582
Work in process 32,024 (32,024) 0
Total S 1,871,106 S 1,115,729 S (32,024) S 2,954,811
Accumulated depreciation: beginning S 1,142,229
Current year depreciation expense 66,754
Disposals 0
Accumulated depreciation: ending S 1,208,983
Capital assets, net of accumulated depreciation S 1,745,828

Depreciation expense was charged to functions as follows:

Student transportation S 41,656
Unallocated 25,098
Total depreciation expense S 66,754

NOTE 4: LONG-TERM LIABILITIES

Compensated absences payable represents vacation and sick leave earned by employees
and is payable upon termination.

Beginning Ending Current
Balance Additions Deletions Balance Portion
Compensated
absences S 45,406 S 7,709 S S 53,115 §$ 7,967
First Community
Bank - Note 80,302 (4,913) 75,389 4,048
Total S 45406 S 88,011 S (4,913) S 128,504 S 12,015
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School District Number 13E
Valley County — Nashua, Montana
Notes to the Financial Statements

June 30, 2014
Interest Maturity Original
Loans Issue Date Rate Term Date Loan
First Community
Bank - Note 08-2013 4.50% 15 years 08-2028 $ 80,302

Principal payments and interest payments due on the outstanding loan is as follows:

Dates Principal Interest

2015 S 4,048 S 3,310
2016 4,234 3,124
2017 4,429 2,929
2018 4,632 2,726
2019 4,844 2,513
2020-2024 27,774 9,015
2025-2029 25,428 2,262

NOTE 5: RETIREMENT PLANS

The School participates in two state-wide, mandatory, cost-sharing, multiple employer,
defined benefit retirement plans which cover all employees, except certain substitute
teachers and part-time, nonteaching employees. The Montana Teachers’ Retirement
System (MTRS) covers teaching employees, including principals and superintendents. The
Montana Public Employees’ Retirement System (MPERS) covers other non-teaching
employees. The plans are established by State Law and are administered by the State of
Montana. The plans provide retirement, disability, and death benefits to plan members and
beneficiaries. Both plans issue a publicly available financial report that includes financial
statements and required supplementary information for the plans. Those reports may be
obtained from the following:

Teachers Retirement System Public Employees Retirement System
P.O. Box 200319 P.O. Box 200131

1500 Sixth Avenue 1712 Ninth Avenue

Helena, MT 59620-0139 Helena, MT 59620-0131

Phone: (406) 444-3134 Phone: (406) 444-3154
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School District Number 13E
Valley County — Nashua, Montana
Notes to the Financial Statements

June 30, 2014

Contribution rates for both plans are required and determined by State Law. Effective July
1, 2002, the Montana Public Employees Retirement System (MPERS) permits plan members
to elect to transfer a portion of their plan entitlement to a defined contribution plan and
have their share of plan contributions deposited to a separate account in a defined
contribution plan. There is no change in the required contributions from employers,
employees, or the State. The contribution rates expressed as a percentage of covered
payroll, were as follows:

Employer Employee State Total
TRS 8.47 % 8.15 % 249 % 19.11 %
PERS 7.80 % 7.90 % 037 % 16.07 %

The amounts contributed to TRS and PERS during the years ended June 30, 2014, 2013, and
2012 were equal to the required contribution for each year. The amounts contributed by
both the School and its employees (including additional voluntary contributions by
employees as permitted by State Law) were as follows:

2014 2013 2012
TRS S 127,507 S 108,879 S 125,528
PERS 34,279 17,954 27,138
Total S 161,786 S 126,833 S 152,666

The State of Montana is required to contribute .37% per year to the PERS Plan and 2.49% to
the TRS Plan. The State’s contribution to the TRS Plan terminates when the amortization
period for the system’s unfunded liability is 10 years or less according to the system’s latest
actuarial valuation. The State of Montana’s contribution of $19,677 to TRS has been
recorded in the financial statements and the State’s contribution to PERS has not been
recorded in the financial statements.

NOTE 6: RISK OF LOSS

The School is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; professional liability (i.e. errors and omissions); workers’
compensation (i.e. employee injuries); natural disasters; and environmental damages. A
variety of methods are used to provide insurance for these risks. Commercial policies
transferring all risks of loss, except for relatively small deductible amounts, are purchased
for theft, damage or destruction of assets, professional liabilities, natural disasters, and
employee medical costs.
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School District Number 13E
Valley County — Nashua, Montana
Notes to the Financial Statements

June 30, 2014

The School participates in the Montana School Group’s Workers’ Compensation Risk
Retention Program, a statewide pool currently operating as a common risk insurance
coverage. The agreement for formation of the pool provides that it will be self-sustaining
through member premiums. There are no deductibles or maximum coverage limits in the
plan. The pool issued audited financial statements. Information about the amount of claim
liabilities, changes in claims liabilities, amount of claims paid, operating results and other
information is available at 1 South Montana Avenue, Helena, Montana 59601. Given the
lack of coverage available, the School has no coverage for potential losses from
environmental damages.

NOTE 7: NON-MONETARY TRANSACTIONS

The School received $4,200 in USDA Commodities during the fiscal year. The commodities
received are valued at the average wholesale price as determined by the distributing
agency. All commodities received by the School were treated as revenue and expense of
the fund receiving the commodities.

NOTE 8: GRANT PROGRAMS

The government participates in numerous state and federal grant programs, which are
governed by various rules and regulations of the grantor agencies. Costs charged to the
respective grant programs are subject to audit and adjustment by the grantor agencies,
therefore, to the extent that the government has not complied with the rules and
regulations governing the grants, refunds of any money received may be required and the
collectability of any related receivable at year-end may be impaired. In the opinion of the
government, there are no significant contingent liabilities relating to compliance with the
rules and regulations governing the respective grants; therefore, no provision has been
recorded in the accompanying combined financial statements for such contingencies.

NOTE 9: OTHER POST-EMPLOYMENT BENEFITS

Plan Description - The School allows eligible retirees to remain in the Nashua School District
13E Group Benefits Plan (Plan) in accordance with State Law. This single-employer plan
does not issue a publicly available financial report.

Funding Policy — The District is required to allow eligible retirees to remain in the Plan by
State Law. Since the Plan provides for a single blended-premium, the District is providing an
implicit rate subsidy to retirees. No other contribution is made by the District to the Plan.
Each retiree is required to contribute his or her entire insurance premium. The Plan is
funded on a pay-as-you-go basis.

24



School District Number 13E
Valley County — Nashua, Montana
Notes to the Financial Statements

June 30, 2014

The School District has not recorded the other post-employment benefit (OPEB) liability and
related expense; because it feels the costs outweigh the benefits. Accounting principles
generally accepted in the United States of America require that the other post-employment
benefit liability and related expense be recorded, which would increase the liabilities and
expenses and decrease net position for the governmental activities and the aggregate
remaining fund information. The amount by which this departure would affect the
liabilities, net position and expenses is not reasonably determinable.

NOTE 10: INTERFUND TRANSFERS

The building reserve fund received transfers of $25,000 from the transportation fund and
$150,000 from the bus depreciation fund to use for the purpose of upgrading the security
system at the school.
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School District Number 13E
Valley County - Nashua, Montana
Schedule of Revenue, Expenditures and Changes in Fund Balance - Budget and Actual
General Fund
For the Year Ended June 30, 2014

General Fund

Original Final
Budget Budget Actual
REVENUES

District property taxes S 441,957 S 441,957 S 437,740

State revenue 899,055 899,055 899,054
Total revenues

Before reappropriations S 1,341,012 S 1,341,012 S 1,336,794

Budget reappropriations
Total revenue and reappropriations S 1,341,012 S 1,341,012 $ 1,336,794
Total expenditures S 1,341,012 S 1,341,012 $ 1,337,601
Excess (deficiency) of revenues

over expenditures S 05S 05 (807)
Other Uses:

Operating transfers (to) from S (3,407)
Net change in fund balance S (4,214)
Fund balance, beginning of year S 124,820
Fund balance, end of year S 120,606
Reconciliation to GAAP Basis
On-behalf payments revenue 19,677
On-behalf payments expenses (19,677)
Fund balance, end of year (GAAP basis) 120,606

See accompanying Notes to Required Supplemental Information
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School District Number 13E
Valley County - Nashua, Montana
Schedule of Revenue, Expenditures and Changes in Fund Balance - Budget and Actual
Transportation and Bus Depreciation Funds
For the Year Ended June 30, 2014

REVENUES
District property taxes
County revenue
State revenue
Interest

Total revenues
Before reappropriations
Budget reappropriations
Total revenue and reappropriations

Total expenditures

Excess (deficiency) of revenues
over expenditures

Other Uses:
Operating transfers out

Net change in fund balance

Fund balance, beginning of year
Fund balance, end of year

Transportation

Bus Depreciation

Original Original
& Final & Final
Budget Actual Budget Actual
74,324 S 73,757 S 45868 $ 45,802
24,559 22,118
28,406 25,965
491
127,289 S 121,840 S 45,868 S 46,293
22,176 355,235
149,465 S 121,840 S 401,103 S 46,293
149,465 S 100,738 S 401,103 $
0SS 21,102 §$ 0 S 46,293
S (25,000) S (150,000)
S (3,898) S (103,707)
52,069 S 355,235
S 48,171 S 251,528

See accompanying Notes to Required Supplemental Information
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School District Number 13E
Valley County — Nashua, Montana
Notes to Required Supplemental Information
For the Year Ended June 30, 2014
BUDGETS

Budgets are adopted on a basis consistent with the State of Montana budget laws. Annual
appropriated budgets are adopted for the general fund and budgeted special revenue funds
including the transportation and bus depreciation funds. The miscellaneous programs fund and
impact aid fund are not required to prepare a budget and none are presented. All annual
appropriations lapse at fiscal year end, unless the School District elects to encumber supplies
and personal property ordered but not received at year end.

GENERAL POLICIES

The District’s funds are either budgeted or unbudgeted in accordance with State statutes.
Budgeted funds are those of which a legal budget must be adopted to have expenditures from
such funds and are noted above. All other funds are nonbudgeted, meaning a legal budget is
not required in order to spend the cash balance of such a fund. The Schedule of Revenues,
Expenditures, and Changes in Fund Balances, Budget vs. Actual, has been prepared on the
modified accrual basis of accounting and contains financial information for only the major
budgeted funds.

BUDGET OPERATION

The District operates within the budget requirements for school districts as specified by State
law. The financial report reflects the following budgetary standards:

1. By the first Monday in August, the Department of Revenue submits the certification of
taxable values.

2. On or before August 20, the trustees shall meet to consider all budget information and
any attachments required by law.

3. By August 25" the Board of Trustees must meet to legally adopt the final budget.
4. Once adopted, the budget can be amended by subsequent Board action. An increase of
total budget of a given fund requires the adoption of an amended budget in accordance

with State statutes.

5. According to State statutes, the expenditures of a budgeted fund may not legally exceed
the adopted budget.

6. At the end of a fiscal year, unencumbered appropriations lapse unless specifically
obligated by the School District.
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School District Number 13E
Valley County — Nashua, Montana
Other Supplemental Information
Year Ended June 30, 2014

ENROLLMENT COMPARISON

The spring enroliment of students attending the District’s school is as follows:

2014 2013 2012 2011
Grades 9 - 12 36 34 34 37
Grades 7 - 8 17 21 23 18
Kindergarten - Grade 6 65 75 76 73
Total 118 130 133 128
PROPERTY TAX VALUATIONS

2014 2013 2012 2011
Taxable valuation S 2,723,372 S 2,895,737 $ 2,519,239 $ 2,346,656

SCHOOL DISTRICT TAX LEVIES (in mills)

2014 2013 2012 2011
General 162.29 142.84 171.50 169.18
Transportation 27.29 26.80 24.29 24.44
Bus depreciation 16.84 16.42 28.16 32.49
Technology 14.32 0.00 0.00 0.00
Total 220.74 186.06 223.95 226.11
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School District Number 13E
Valley County — Nashua, Montana
Other Supplemental Information

SCHOOL DISTRICT ENROLLMENT

Kindergarten
Grade 1
Grade 2
Grade 3
Grade 4
Grade 5
Grade 6

Grade 7
Grade 8

Grade 9

Grade 10
Grade 11
Grade 12

Total

Year Ended June 30, 2014
District District District
Enrollment Fall Enrollment Winter Enrollment Spring
Reports Report Reports Report Reports Report
October October  December December February February
2013 2013 2013 2013 2014 2014
8 8 8 8 9 9
6 6 6 6 7 7
9 9 8 8 5 5
13 13 15 15 13 13
8 8 8 8 7 7
10 10 10 10 10 10
14 14 14 14 14 14
68 68 69 69 65 65
11 11 11 11 10 10
7 7 7 7 7 7
18 18 18 18 17 17
14 14 14 14 14 14
8 8 8 8 9 9
9 9 8 8 7 7
6 6 6 6 6 6
37 37 36 36 36 36
123 123 123 123 118 118
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School District Number 13E
Valley County - Nashua, Montana

Extracurricular Funds

Schedule of Revenues, Expenditures,
and Changes in Fund Balances

Year Ended June 30, 2014
Beginning Transfers Ending
Fund Account Balance Receipts Expenditures In (Out) Balance
Activity 353 $ 18 15 S (198) S 141
Athletics 11200 21,528 26,386 (488) 5,854
Band 1015 772 1,402 55 440
FCCLA 1865 4,279 2,850 (113) 3,181
Annual 1351 1,910 987 2,274
Pep club 616 380 445 551
Student council 558 3 1,021 729 269
Shop 1004 821 206 1,619
Drama 15 15
Home economics 175 436 526 (38) 47
Concessions 4007 5,117 4,975 4,149
Special education 236 2 238
Arts and crafts 4279 7,779 8,459 781 4,380
Science 391 3 394
Playground equipment 727 7,221 3,395 4,553
Library miscellaneous 533 1,242 2,425 844 194
Instrument rent 1676 613 728 1,561
MTI 12 12
Alumni fund 3122 25 3,147
JR/SR legislative tr. 56 56
Community club 474 4 478
Science club 404 3 407
Lego club 1894 27,569 23,981 (802) 4,680
Prom fund 2089 17 2,106
Greenhouse 1564 12 1,576
TSA 2105 15 519 1,601
Library store 497 937 104 (844) 486
IMG 281 6,934 5,954 73 1,334
Class of 2014 1234 140 791 583
Class of 2015 584 3,398 2,301 1,681
Class of 2016 1118 8 1,126
Class of 2017 786 299 1,085
Class of 2018 240 2 242
Class of 2019 0 1,227 60 1,167
Rounding 4 2 7 1 0
Totals 46,465 $ 92,699 $ 87,537 $ 0 S 51,627
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Report on Internal Control Over Financial Reporting and on Compliance
And Other Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

To the Board of Trustees
School District Number 13E
Valley County

Nashua, Montana

| 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, each major fund, and the aggregate remaining fund
information of School District Number 13E, Valley County, Nashua, Montana, as of and for the
year ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise the School’s basic financial statements and have issued my report thereon dated
December 8, 2014. The report on the governmental activities was qualified because the other
post employment benefit (OPEB) liability and related expense (GASB No. 45) was not recorded.

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, | considered School District
Number 13E, Valley County, Nashua, Montana’s internal control over financial reporting
(internal control) to determine the audit procedures that are appropriate in the circumstances
for the purpose of expressing my opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the School District’s internal control over
financial reporting. Accordingly, | do not express an opinion on the effectiveness of the School
District’s internal control over financial reporting.

My consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and was not designed to identify all deficiencies in
internal control that might be material weaknesses or significant deficiencies and therefore,
material weaknesses or significant deficiencies may exist that were not identified. However, as
described in the accompanying schedule of findings and questioned costs, | identified certain
deficiencies in internal control that | consider to be material weaknesses 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 control such that there is a reasonable
probability that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis.
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| consider the deficiencies described in the accompanying schedule of findings and questioned
costs to be material weaknesses. See finding numbers 14-1, 14-3 and 14-4.

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. | consider the deficiency described in the accompanying schedule of
findings and questioned costs to be a significant deficiency. See finding number 14-2.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether School District Number 13E, Valley
County, Nashua, Montana’s financial statements are free of material misstatement, |
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 my audit, and accordingly, | do not express such
an opinion. The results of my tests disclosed instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards and which are described in
the accompanying schedule of findings and questioned costs. See finding numbers 14-2 and
14-4.

School District’s Response to Findings

The School District’s response to the findings identified in my audit is described in the
accompanying schedule of findings and questioned costs. | did not audit the School District’s
response and, accordingly, express no opinion on it.

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 entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Philip Emmons, CPA
Miles City, MT

December 8, 2014
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School District Number 13E
Valley County — Nashua, Montana
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

SECTION | - SUMMARY OF AUDITOR’S RESULTS
Financial Statements
Type of auditor’s report issued: Qualified
Internal control over financial reporting:
Material weakness (es) identified? Yes

Reportable condition(s) identified not
considered to be material weaknesses? Yes

Noncompliance material to the financial statements noted? Yes
SECTION Il — FINANCIAL STATEMENT FINDINGS
Finding 14-1:

Criteria: Current Auditing Standards indicate that if the District does not have personnel on
staff with the qualifications and training which would allow them to prepare the District’s
annual financial statements and related footnotes in accordance with Generally Accepted
Accounting Principles (GAAP), it is an internal control deficiency.

Condition: The Clerk has the knowledge and skills to maintain the in-house records necessary
for the operation of the District. The auditor’s expertise has been enlisted for the accounting
and reporting relative to fixed assets, the conversion from the modified accrual method to
the full accrual method required for the annual government-wide financial statements and
the preparation of the footnotes.

Cause: The condition occurred due to the District having a limited number of personnel
available.

Effects of Condition: The District has engaged the auditor to prepare the annual financial
statements in accordance with GAAP.

Recommendation: Management and the Board of Trustees should consider the cost/benefit
of contracting for the preparation of the financial statements.
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School District Number 13E
Valley County — Nashua, Montana
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

Management Response: Management and the Board of Trustees do not believe the cost of
contracting for the preparation of the financial statements outside of the audit is worth the
benefit, but will reconsider this annually. The report is prepared annually by the auditor and
reviewed with Management and the Board of Trustees; however, it is not required for the day
to day management and operation of the District.

Finding 14-2:
Criteria: The Montana Code Annotated requires that the accounting system for the
extracurricular fund provide for internal control of the cash receipts and expenditures of that

fund.

Condition: The School is not using prenumbered admission tickets for extracurricular
activities.

Cause: The School District personnel have not made the use of admission tickets mandatory.

Effects of Condition: Internal controls have been diminished with regard to cash receipts
from extracurricular activities where admission is charged.

Recommendation: The School should consider implementing a policy that will strengthen
internal controls for extracurricular activities where admission is charged.

Management Response: The School will consider implementing a policy that will strengthen
internal controls for extracurricular activities where admission is charged.

Finding 14-3:
Criteria: The School District did not record the other post employment benefit (OPEB) liability
and related expense in the financial statements in accordance with GASB Statement Number

45.

Condition: U.S. generally accepted accounting principles require the OPEB liability and related
expense be recorded in the financial statements.

Cause: The School District did not engage an actuarial firm to assist in determining the OPEB
liability and related expense.

Effects of Condition: The governmental activities and internal service fund liabilities are
understated, net assets are overstated and expenses are understated.
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School District Number 13E
Valley County — Nashua, Montana
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

Recommendation: Management and the Board of Trustees should consider the cost/benefit
of contracting with an actuarial firm to determine the OPEB liability and related expense.

Management Response: Management and the Board of Trustees do not believe the cost of
contracting with an actuary is worth the benefit, but will reconsider this annually.

Finding 14-4
Criteria: The Montana Code Annotated specifies that contracts for the purchase of any
vehicle, road machinery or other machinery, apparatus, appliances, equipment, or materials
or supplies or for construction, repair, or maintenance in excess of certain dollar amounts may
not be entered into by a county governing body without first publishing a notice calling for

bids.

Condition: The School District did not comply with the competitive bidding requirements, as
set forth in the Montana Code Annotated, when contracting for security system upgrades.

Cause: The School District did not publish a notice calling for bids on this project.

Effects of Condition: The School District did not comply with State Law with regard to
competitive bidding requirements on this project.

Recommendation: The School District should follow competitive bidding requirements on all
future projects and consult with an attorney if clarification is needed regarding State Law.

Response: The School District will follow competitive bidding requirements on all future

projects.

SECTION 11l — FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS N/A
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School District Number 13E
Valley County — Nashua, Montana
Prior Year Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

PRIOR YEAR FINANCIAL STATEMENT FINDINGS
Finding: 13-1 Financial Statement Preparation
Status: Continued disclosure

Finding: 13-2 Admission Tickets

Status: Continued disclosure

Finding: 13-3 Other Post-Employment Benefits

Status: Continued disclosure
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