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RONALD L. SCHUR

Certified Public Accountant 701 North 4 Street, Suite 110
Aberdeen, South Dakota 57401-2735
(605) 225-7288

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

School Board
Bristol School District No. 18-1
Day County, South Dakota

| have audited the accompanying financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the Bristol School District No. 18-1, Day County, South
Dakota, as of June 30, 2004 and for the year then ended which collectively comprise the Bristol School District No. 18-1’s
basic financial statements and have issued my report thereon dated June 2, 2005. | 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.

Internal Control Over Financial Reporting

In planning and performing my audit, | considered the Bristol School District No. 18-1's internal control over financial
reporting in order to determine my auditing procedures for the purpose of expressing my opinions on the financial
statements and not to provide an opinion on the internal control over financial reporting. However, | noted certain matters
involving the internal control over financial reporting and its operation that | consider to be reportable conditions.
Reportable conditions involve matters coming to my attention relating to significant deficiencies in the design or operation
of the internal control over financial reporting that, in my judgment, couid adversely affect the Bristol School District No.
18-1's ability to record, process, summarize and report financial data consistent with the assertions of management in the
financial statements. Reportable conditions noted were a lack of segregation of duties.

A material weakness is a reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements caused by error or fraud in amounts that
would be material in relation to the basic financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. My consideration of the internal control
over financial reporting would not necessarily disclose all matters in the internal control that might be reportable
conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be
material weaknesses. However, | believe the reportable condition described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Bristol School District No. 18-1'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 no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the South Dakota Legislature; and, the governing board and
management of the Bristol School District No. 18-1, and is not intended to be and should not be used by anyone other
than these specified parties. However, as required by South Dakota Codified Laws 4-11-11, this report is a matter of
public record and its distribution is not limited.

Ronald L. Schur
Certified Public Accountant

June 2, 2005



BRISTOL SCHOOL DISTRICT NO. 18-1

AUDITOR'S COMMENTS

CLOSING CONFERENCE

The audit was discussed with Mr. Mark Brandlee, School Board President
and Ms. Kathryn K. Bury, Business Manager of the former Bristol School
District No. 18-1; and, Mr. Larry J. Klapperich, Superintendent and Mr.
Michael J. Weber, Business Manager of the successor Groton Area School
District No. 6-6 on June 2, 2005.



RONALD L. SCHUR
Certified Public Accountant 701 North 4 Street, Suite 110
Aberdeen, South Dakota 57401-2735
(605) 225-7288

INDEPENDENT AUDITOR’S REPORT

School Board
Bristol School District No. 18-1
Day County, South Dakota

| have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of Bristol School District No. 18-1, Day County, South
Dakota, as of June 30, 2004 and for the year then ended, which collectively comprise the Bristol School District No.
18-1 basic financial statements as listed in the Table of Contents. These financial statements are the responsibility of
the Bristol School District No. 18-1's management. 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 of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. | believe that my audit provides a reasonable basis for my opinions.

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Bristol School District No. 18-1, Day County, South Dakota, as of June 30, 2004,
and the respective changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

As described in Note 1 in the notes to the financial statements, the Bristol School District No. 18-1 implemented a
new financial reporting mode! as required by the provisions of GASB Statement No. 34, Basic Financial Statements-
and Management’s Discussion and Analysis-for State and Local Governments, as of July 1, 2003.

In accordance with Government Auditing Standards, | have also issued my report dated June 2, 2005 on my
consideration of the Bristol School District No. 18-1's internal control over financial reporting and my tests of
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 the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards
and should be considered in assessing the results of my audit.

The management'’s discussion and analysis and budgetary comparison schedules listed in the table of contents are
not a required part of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. | have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, | did not audit the information and express no opinion on it.

The accompanying financial statements have been prepared assuming that the Bristol School District No. 18-1 will
cqntinue as a going concern. As indicated in Note 12 to the financial statements, the Bristol School District No. 18-1
will be reorganizing with another school district effective July 1, 2004. The financial statements do not include any

adjustments th;t?rryht be a result of this reorganization.

Ronald L. Schur
Certified Pubiic Accountant

June 2, 2005



BRISTOL SCHOOL DISTRICT NO. 18-1
MANAGEMENT’S DISCUSSION AND ANALYSIS
As Of June 30, 2004 And For The Year Then Ended

This section of Bristol School District No. 18-1's annual financial report presents a discussion and analysis of the
school district's performance during the year ended on June 30, 2004. Please read it in conjunction with the school
district’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

Effective July 1, 2004 the Bristol School District No. 18-1 reorganized with the Groton School District No. 6-3 to
become the Groton Area School District No. 6-6. This reorganization had financial effects relating to several aspects
of financial operations in the final year of operations of the Bristol School District No. 18-1. This reorganization stems
from two elections in the Bristol School District No. 18-1 as the first reorganization election failed. In the second
election held in January 2004 the voters approved the reorganization. Since tax levy requests are made in the fall of
each year the school board adopted a budget with a tax request based on continuing operations. The district had
approved a tax levy opt out in excess of the tax limitations in statute without school board approval of an opt out. This
opt out was in the amount of $500,000.00 which first provided revenue in the year ended June 30, 2003. This
additional tax request was continued for the year ended June 30, 2004 because of the uncertainty of the
reorganization at the time of requesting the levy.

o During the year, the school district's revenues from taxes and other revenues of the governmental and
business-type programs were $578,521.18 more than the $1,203,586.89 governmental and business-type
program expenses.

e The total cost of school programs increased by approximately 12% or $128,000.00 which was substantially
due to general increases in routine operating costs and the costs associated with the salary and benefit
increases and bonuses paid to staff to retain and reward them for remaining with the school district in the last
year of operations prior to reorganization.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts — management’s discussion and analysis (this section), the basic financial
statements and required supplementary information. The basic financial statements include two kinds of statements
that present different views of the school district:

* The first two statements are government-wide financial statements that provide both long-term and short-term
information about the school district's overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the school
government, reporting the school district's operations in more detail than the government-wide statements.

o The governmental funds statements tell how general government services were financed in the short-
term as well as what remains for future spending.

o Proprietary fund statements offer short- and long-term financial information about the activities that the

school operates like businesses. The only proprietary fund operated by the school is the Food Service
Operation.

o Fiduciary fund statements provide information about the financial relationships — like scholarship plans

for graduating students — in which the school district acts solely as a trustee for the benefit of others, to
whom the resources in question belong.



The financial statements also include notes that explain some of the information in the financial statements and
provide more detailed data. The statements are followed by a section of required supplementary information that
further explains and supports the information in the financial statements. The following reflects how the required parts
of this annual report are arranged and relate to one another.

Required Components of the Annual Financial Report
Management's
Discussion
and Analysis
Basic Required
Financial Supplemental
Statements Information
Government-
wide Fund Notes to the
Financial Financial Financial
Statements Statements Statements

The following summarizes the major features of the school's financial statements, including the portion of the school
government they cover and the types of information they contain. The remainder of the overview section of the
management’s discussion and analysis explains the structure and contents of each of the statements.

Major Features of The School's Government-wide and Fund Financial Statements

Fund Statements
Proprie Funds

Government-wide
Statemen

Required Financial Statements *Statement of Net Assets *Balance Sheet *Balance Sheet *Statement of Fiduciary Net
*Statement of Activities *Statement of Revenues, *Statement of Revenues, Assets
Expenditures and Changes in Expenses and Changes in *Statement of Changes in
Fund Balances Net Assets Fiduciary Net Assets

*Statement of Cash Flows

Type of Asset/Liability All assets and liabilities, both Only assets expected to be used All assets and liabilities, both All assets and liabilities, both

Information financial and capital, and up and liabilities that come due financial and capital, and short- short-term and long-term; the
short-term and long-term during the year or soon thereafter term and long-term School's funds do not
no capital assets included currently contain capital assets

although they can




Government-wide Statements

The government-wide statements report information about the school as a whole using accounting methods similar to
those used by private-sector companies. The statement of net assets includes all of the government’s assets and
liabilities. All of the current year's revenues and expenses are accounted for in the statement of activities regardless of
when cash is received or paid.

The two government-wide statements report the school's net assets and how they have changed. Net assets - the
difference between the school's assets and liabilities — is one way to measure the school's financial health or position.

e Increases or decreases in the school's net assets are an indicator of whether its financial health is improving
or deteriorating, respectively.

s To assess the overall heaith of the school you need to consider additional nonfinancial factors such as
changes in the school’'s property tax base and changes in the state school aid funding formula from the State
of South Dakota.

The government-wide financial statements of the school are reported in two categories:

e Governmental Activities — This category includes the school’s basic instructional services, such as elementary
and high school educational program, support services (guidance counselors, executive administration, board
of education, fiscal services, etc.), extracurricular activities (sports, music, etc.) and capitali equipment
purchases. Property taxes, state grants, federal grants, cocurricular gate revenue and, interest earnings
finance most of these activities.

+ Business — type Activities — The school charges a fee to students to help cover the costs of providing meal
services to all students. The Food Service Fund is the only business-type activity of the school.

Fund Financial Statements

The fund financial statements provide more detailed information about the school's most significant funds — not the
school as a whole. Funds are accounting devices that the school uses to keep track of specific sources of funding and
spending for particular purposes.

« State Law requires some of the funds.

e The School Board establishes other funds to control and manage money for particular purposes (like the
Scholarship Trust).

The School has three kinds of funds:

e Governmental Funds — Most of the school's basic services are included in the governmental funds, which
focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out and (2)
the balances left at the year-end that are available for spending. Consequently, the governmental funds
statements provide a detailed short-term view that helps you determine whether there are more or fewer
financial resources that can be spent in the near future to finance the school's programs. Because this
information does not encompass the additional long-term focus of the government-wide statements, we
provide additional information at the bottom of the governmental funds statements, or on the subsequent page,
that explains the relationship (or differences) between them.

e Proprietary Funds — Services for which the school charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both short-and long-term
financial information. The Food Service Enterprise Fund (one type of proprietary fund) is the same as its
business-type activities, but provide more detail and additional information such as cash flows.

e Fiduciary Funds — The school is the trustee, or fiduciary, for various external and internal parties. The school
is responsible for ensuring that the assets reported in these funds are used for their intended purposes. All of
the school's fiduciary activities are reported in a separate statement of fiduciary net assets and a statement of
changes in fiduciary net assets. We exclude these activities from the School's government-wide financial
statements because the school cannot use these assets to finance the operations.

4



FINANCIAL ANALYSIS OF THE SCHOOL AS A WHOLE

Net Assets

The school’s combined net assets presented on the economic resources measurement focus and accrual basis of
accounting increased as follows:

Statement of Net Assets
As of June 30, 2004 And For The Year Then Ended

Governmental Business-Type Total
Activities Activities Activities

Current and Other Assets $ 911,337.90 S 3,200.08 $ 914,546.98
Capital Assets 449 189.83 2,629.15 451,818.98

Total Assets 3 1,360,527.73 S 583823 § 1,366,365.96
Other Liabilities 5 1,117.09 S 1,117.09

Total Liabilities $ 1,117.09 S 1,117.09
Net Assets

Invested in Capital Assets Net of

Accumulated Depreciation $ 449,189.83 S 2,629.15 § 451,818.98

Restricted 270,680.10 3,209.08 273,889.18

Unrestricted 639,540.71 639,540.71

Totai Net Assets $ 1,359,410.64 S 583823 §$ 1,365,248.87
Beginning Net Assets (After Accounting

for Change in Accounting Principle and

other adjustments) $ 779,11861 § 7,609.08 S 786,727.69
Increase (Decrease) in Net Assets 3 580,292.03 $ (1,770.85) $ 578,521.18
Percentage Increase (Decrease) in Net

Assets for the year ended June 30, 2004 74.48% (23.27%) 73.54%

This is the first year to report all activities on the accrual basis of accounting therefore a comparison to the prior year is
not possible.

The Statement of Net Assets reports all financial and capital resources. The statement presents the assets and
liabilities in order of relative liquidity. The liabilities with average maturities greater than one year are reported in two
components — the amount due within one year and the amount due in more than one year. The long-term liabilities of
the School, consisting of general obligation bonds, early retirement benefits payable, capital outlay certificates, and
financing leases, have been reported in this manner on the Statement of Net Assets. The difference between the
School's assets and liabilities is its net assets.



Change in Net Assets

The business-type activities — the business-type enterprise Food Service Fund decreased modestly by $1,770.85 as a
result of efforts to operate at break-even.

The school's total revenues (exciuding special items) totaled $1,807,650.50 as reflected in the following:

Changes in Net Assets
For The Year Ended June 30, 2004

Total Total
Governmental Business-Type
Activities Activities Total
Revenues
Program Revenues $ $ $
Charges for Services 19,033.25 28,544.60 47,577.85
Operating Grants and
Contributions 75,262.76 13,964.46 89,227.22
General Revenues
Property Taxes 1,422,852.22 1,422,852.22
Revenue State Sources 229,438.65 229,438.65
Revenue Intermediate Sources 6,173.57 6,173.57
Unrestricted Investment Earnings 1,601.91 1.99 1,603.90
Other General Revenues 10,777.09 10,777.09
Transfers (1,500.00) 1,500.00 0.00
Total Revenues 1,763,639.45 44,011.05 1,807,650.50
Expenses
Instruction 3 680,771.33 % $ 680,771.33
Support Services 419,485.65 419,485.65
Cocurricular Activities 57,548.01 57,548.01
Food Service 45,781.90 45,781.90
Total Expenses $ 1,157,80499 $ 4578190 $  1,203,586.89
Effect due to accounting change $ (25,542.43) § $ (25,542.43)
Increase (Decrease) in Net Assets 3 580,292.03 $ (1,770.85) § 578,521.18

Again, because this is the first year to report governmental activities on the accrual basis of accounting a comparison
to the prior year is not possible.



Approximately 78% of the school's revenue comes from property and other taxes, with approximately another
13% coming from state sources as reflected in the following chart.

Revenue for Fiscal Year 2004

1% —3% |

13% e

@ Charges for Services
. M Operating Grants and
‘ Contributions

H Property Taxes

O State Sources

M All Other Revenues ‘
78%

The total cost of all programs and services was virtually unchanged over last year. The School District's expenses

cover a range of services, encompassing instruction, support services and food services as reflected in the following
chart.

Functional Expenses for Fiscal Year 2004

‘ @ instruction
. W Support Services
‘ O Cocurricular Activities

—56% ‘
. OFood Service




BUSINESS-TYPE ACTIVITIES

Revenues of the school’s business-type activity (Food Services Operation) increased by approximately $7,600.00 and
expenses decreased by approximately 3,600.00 when compared to last year. Factors contributing to these results
included:

e There was an increase in the meal rate and the federal reimbursement rate during 2004.

e The primary reason for the decrease in expenses was reduced salary and benefit costs and due to the financial
management practices utilized to maintain a break-even self-supporting program.

FINANCIAL ANALYSIS OF THE SCHOOL’S FUNDS

The General Fund fund balance increased by approximately $113,000.00 primarily a result of tax opt out revenues. The
Special Education Fund fund balance increased modestly due to the reduction in expenditures. The Capital Outlay Fund
fund balance increased modestly primarily due to decreases in expenditures and the Pension Fund fund balance
decreased because of increased expenditures for retirement costs being charged to the fund.

BUDGETARY HIGHLIGHTS

Over the course of the year, the school board revised the school district budget with two budget supplements and
contingency transfers. All increases in spending authority were financed by unobligated fund balance. The primary
reasons for increases in spending authority were for increases in reorganization related payroll costs and the reallocation
of administration costs between the Special Education Fund and the General Fund.

CAPITAL ASSET ADMINISTRATION

By the end of 2004, the school district had invested $1,446,408.25 in a broad range of capital assets, including land,
buildings, various machinery and equipment as reflected in the following table. This amount represents a very minimal
change from the amounts reported at the end of the prior year as school district reorganization was being considered and
the school district intentionally limited capital asset acquisitions.

Capital Assets
(Excluding Accumulated Depreciation)

Total Total

Amount of Percentage

Governmental Business-Type Change of Change

Activities Activities 6/30/03 to 6/30/03 to

6/30/03 6/30/04 6/30/03 6/30/04 6/30/04 6/30/04

Land $ 150.00 $ 15000 $ $ $ 0.00 0.00%
Buildings 1,021,608.30 1,021,608.30 0.00 0.00%
Machinery and Equipment 418,942.16 412,076.16 12,573.79 12,573.79 (6,866.00) -1.59%
Total Capital Assets $ 1440,70046 $ 1,433,83446 3 12,573.79 $ 12,573.79 § (6,866.00) -0.47%

The 2003-2004 fiscal year is the first year that the depreciation requirements of GASB 34 were implemented.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The school's current economic position has shown little change. The schoo! did experience an increase in total property
valuation of $7,537,837 or approximately 14% from the prior year primarily the result of reappraisal of agricultural land.
The increase in property valuation may allow the school the ability to increase the amount of revenue generated from
property taxes. However, the total amount of revenue generated from property taxes is limited by the State of South
Dakota.



One of the primary sources of revenue to the school is based on a per student allocation they received from the State of
South Dakota. The state aid formula for 2003-2004 ensures that General Fund property taxes plus state aid will equal
$3,968 per pupil. The school's average daily membership for the last eleven years (expressed on a fiscal year basis) has
been as follows:

180+

1994 1995 1996 1997 1998 1999

N

000 2001 2002 2003 2004

CONTACTING THE SCHOOL'’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a general
overview of the school's finances and to demonstrate the school's accountability for the money it receives. If you have
questions about this report or need additional information, contact the Groton Area School District No. 6-6 Business
Office, P.O. Box 410, Groton, South Dakota §7445-0410.



BRISTOL SCHOOL DISTRICT NO. 18-1

Assets:
Cash and Cash Equivalents
Investments
Taxes Receivable
Accounts Receivable
Due from Other Governments
Inventories
Capital Assets:
Land
Other Capital Assets, Net of Depreciation

TOTAL ASSETS

Liabilities:
Trade Accounts Payable

TOTAL LIABILITIES

Net Assets:
Invested in Capital Assets, Net of
Accumulated Depreciation
Restricted for:

Capital Outlay

Special Education

Pension

Food Service
Unrestricted

TOTAL FUND EQUITY

TOTAL LIABILITIES AND FUND EQUITY

STATEMENT OF NET ASSETS
June 30, 2004

Primary Government

Governmental Business-Type

Activities Activities Total
157,288.07 $ 909.07 158,197.14
254,485.31 254,485.31
496,082.47 496,082.47
264.90 264.90
3,482.05 3,482.05
2,035.11 2,035.11
150.00 150.00
449,039.83 2,629.15 451,668.98
1,360,527.73 % 5,838.23 1,366,365.96
1,117.09 1,117.09
1,117.09 1,117.09
449,189.83 § 2,629.15 451,818.98
129,327.99 129,327.99
129,726.07 129,726.07
11,626.04 11.626.04
3,209.08 3,208.08
639,540.71 639,540.71
1,359,41064 § 5,838.23 1,365,248.87
1,360,527.73 §$ 5,838.23 1,366,365.96

The notes to the financial statements are an integral part of this statement.
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BRISTOL SCHOOL DISTRICT NO. 18-1
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2004

Program Revenues

Net (Expense) Revenue and
Changes in Net Assets

Charges Operating Primary Government
for Grants and Governmental Business-Type
Functions/Programs Expenses Services Contributions Activities Activities Total
Primary Government:
Governmental Activities:
Instruction (680,771.33) $ 983575 $ 6599584 $ (604,939.74) $ (604,939.74)
Support Services (419,485.65) 9,266.92 (410,218.73) (410,218.73)
Cocurricular Activities (57,548.01) 9,197.50 (48,350.51) (48,350.51)
Total Governmental Activities (1,157,804.99) $ 19,03325 $ 7526276 $ (1,063,508.98) $ $ (1,063,508.98)
Business-Type Activities:
Food Service (45,781.90) $ 28,54460 $ 13,964.46 $ (3.272.84) § (3.272.84)
Total Business-Type Activities (45,781.90) $ 28,54460 $ 13,964.46 $ $ (3,272.84) $ (3,272.84)
Total Primary Government (1,203,586.89) $ 47,577.85 $ 89,227.22 $ (1,063,508.98) $ (3,272.84) $_ (1,066,781.82)
General Revenues:
Taxes:
Property Taxes $ 142285222 % $ 1,422,852.22
Revenue from State Sources:
State aid 223,637.23 223,637.23
Other 5,801.42 5,801.42
Revenue from Intermediate Sources: 6,173.57 6,173.57
Unrestricted Investment Earnings 1,601.91 1.99 1,603.90
Other General Revenues 10,777.09 10,777.09
Transfers (1,500.00) 1,500.00 0.00
Total General Revenues, Special Items,
Extraordinary ltems and Transfers $ 1,669,343.44 $ 150199 $ 1,670,845.43
Effect due to accounting change $ (25,542.43) $ $ (25,542.43)
Changes in Net Assets $ 580,292.03 % (1,770.85) $ 578,521.18
Net Assets - Beginning $ 744,999.17 7,609.08 752,608.25
Adjustments:
Adjustment for Revenue Recognition
Restatement 34,119.44 34,119.44
Adjusted Net Assets - Beginning $ 779,11861 $ 7,609.08 $ 786,727.69
NET ASSETS - ENDING $ 135941064 $ 583823 $  1,365,248.87

The notes to the financial statements are an integral part of this statement.




