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CERTIFIED PUBLIC ACCOUNTANTS
Phone: 605-928-7241
FAX No.: 605-928-6241
P.O. Box 247
105 EAST MAIN, PARKSTON, SOUTH DAKOTA 57366

INDEPENDENT AUDITOR’'S 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
Mount Vernon School District No. 17-3
Davison County, South Dakota

We have audited, 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, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information
of the Mount Vernon School District No. 17-3, South Dakota (School District), as of June 30, 2023,
and for the year then ended, and the related notes to the financial statements, which collectively
comprise the School District's basic financial statements and have issued our report thereon dated

QOctober 16, 2024.

internal Control Over Financial Reporting

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

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
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the School District’s financial statements will not be prevented, or detected
and corrected, on a timely basis. 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.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section 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 have not been identified. We did identify certain deficiencies in internal control,
described in the accompanying Schedule of Current Audit Findings as item 2023-001 to be a material

weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School District’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,

Member of South Dakota CPA Saciety and National Society of Accountants



regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests 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 Current Audit Findings as item 2023-002.

School District's Response to Findings

Governmental Auditing Standards requires the auditor to perform limited procedures on the School
District’s responses to the findings identified in our audit. The School District’s responses to the
findings identified in our audit are described in the accompanying Schedule of Current Audit Findings.
The School District's responses were not subjected to the auditing procedures applied in the audit of
the financial statements and, accordingly, we express no opinion on the responses.

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
School District’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose. As required by
South Dakota Codified Law 4-11-11, this report is a matter of public record and its distribution is not
limited.

Jﬁ%ﬂ*k,#.

Schoenfish & Co., Inc.
Certified Public Accountants
October 16, 2024
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MOUNT VERNON SCHOOL DISTRICT NO. 17-3
SCHEDULE OF PRIOR AUDIT FINDINGS

PRIOR OTHER AUDIT FINDINGS:

Internal Control — Related Finding — Material Weakness:

Finding Number 2022-001:

A material weakness in internal controls was noted due to a lack of proper segregation of duties for
revenues. This comment has not been corrected and is restated as current audit finding number

2023-001.

Compliance — Related Finding:

Finding Number 2022-002:

The Special Education Fund was budgeted to spend more money than was available. This comment has
not been corrected and is restated as current audit finding number 2023-002.
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MOUNT VERNON SCHOOL DISTRICT NO. 17-3
SCHEDULE OF CURRENT AUDIT FINDINGS

CURRENT AUDIT FINDINGS:

Internal Control — Related Findings — Material Weaknesses:

Finding Number 2023-001:

Condition:
A material weakness in internal controls was noted due to a lack of proper segregation of duties for
revenues. This is a continuing audit comment since fiscal year 2000.

Criteria:
Proper segregation of duties results in increased reliability of reported financial data and decreased
potential for the loss of public assets through the separation of key accounting and physical control

functions.

The AICPA states that, "Segregation of Duties (SOD) is a basic building block of sustainable risk
management and internal controls for a business. The principle of SOD is based on shared
responsibilities of a key process that disperses the critical functions of that process to more than one
person or department. Without this separation in key processes, fraud and error risks are far less

manageable.”

Cause of Condition:

A limited number of employees process all revenue transactions from beginning to end. They also
receive money, issue receipts, record receipts, post receipts in the accounting records, prepare bank
deposits, reconcile bank statements, and prepare financial statements. A lack of proper segregation of
duties existed for the revenues resulting in decreased reliability of reported financial data and increased
potential for the loss of public assets.

Potential Effect of Condition:
As a result, there is an increased likelihood that errors could occur and not be detected in a timely

manner by employees in the ordinary course of performing their duties.

Recommendation:

1. We recommend that the Mount Vernon School District officials be cognizant of this lack of
segregation of duties for revenues and attempt to provide compensating internal controls whenever,
and wherever, possible and practical. In addition, we recommend that all necessary accounting
records be established and properly maintained to provide some compensation for lack of proper
segregation of duties.

Client Response:

The Mount Vernon School District Board Chairman, Dale Larsch, is the contact person responsible for
the corrective action plan for this comment. This comment is due to the size of the Mount Vernon
School District which precludes staffing at a level sufficient to provide an ideal environment for internal
controls. We are aware of this problem and are developing policies and attempting to provide
compensating controls.
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MOUNT VERNON SCHOOL DISTRICT NO. 17-3
SCHEDULE OF CURRENT AUDIT FINDINGS
(Continued)

Compliance — Related Finding:

Finding Number 2023-002:

Condition:
The General Fund spent money in excess of amounts budgeted without sufficiently amending the
budget in fiscal year 2023. This is a continuing audit comment since fiscal year 2017.

Criteria:

SDCL 13-11 states in part, “the school board shall prepare a proposed budget for the next fiscal year
according to the budgeting standards prescribed by the auditor general for consideration not later than
the regular meeting the month of May........ Before October first, every school shall approve a budget for
the anticipated obligations of each fund, except trust and agency funds, for the school fiscal year.

Cause of Condition:
The School District expended money in excess of amounts budgeted without amending the budget as

allowed by SDCL 13-11-3.2.

Potential Effect of Condition:
Without amending the budget or limiting expenditures, expenditures are being made without proper

authority.

Recommendation:
2. We recommend that the expenditures be limited to amounts budgeted or budget amendments be

made in accordance with SDCL 13-11-3.2 to allow for expenditures.

Client Response:
The Mount Vernon School District Board Chairman, Dale Larsch, is the contact person responsible for
the corrective action plan for this comment. The School District will be more careful to follow the

budgetary guidelines prescribed by law.

CLOSING CONFERENCE

The audit was discussed with the officials during the course of the audit and with the Business Manager
at the conclusion of the audit.
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INDEPENDENT AUDITOR’'S REPORT

School Board
Mount Vernon School District No. 17-3
Davison County, South Dakota

Report on the Audit of the Financial Statements
Opinions

We 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 Mount Vernon School
District No. 17-3, South Dakota (School District), as of June 30, 2023, and for the year then ended, and the
related notes to the financial statements, which collectively comprise the School District’s basic financial
statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of Mount Vernon School District No. 17-3 as of June 30,
2023, and the respective changes in financial position and, where applicable, cash flows thereof for the
year then ended in conformity with accounting principles generally accepted in the United States of
America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards (Government Auditing Standards), issued by the Comptroller General of the United States. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of
the Financial Statements section of our report. We are required to be independent of the School District
and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating
to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the School District’s ability to
continue as a going concern for twelve months beyond the financial statement date, including any currently
known information that may raise substantial doubt shortly thereafter.

Member of South Dakota CPA Society and National Society of Accountants



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we

exercise professional judgment and maintain professional skepticism throughout the audit.

« identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

s obtain an understanding of internal control relevant to the audit 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 School District’s internal control. Accordingly, no such opinion is expressed.

s evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the School District’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Budgetary
Comparison Schedules, the Schedule of the School District’s Proportionate Share of the Net Pension
Liability (Asset), and the Schedule of the School District Contributions be presented to supplement the
basic financial statements. Such information is the responsibility of management and, 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. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

yﬂ/wwqﬁdﬁ ¥ Co., Inc.
CERTIFIED PUBLIC ACCOUNTANTS

P.O. Box 247
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The School District has omitted the Management's Discussion and Analysis (MD&A) that accounting
principles generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements is not affected by this missing information.

Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the Schedule of District Officials but does not include the basic financial statements and our
auditor’s report thereon. Our opinions on the basic financial statements do not cover the other information,
and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If, based
on the work performed, we conclude that an uncorrected material misstatement of the other information

exists, we are required to describe it in our report.
Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 16,
2024 on our consideration of the School District's internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the School District's internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in considering
School District’s internal control over financial reporting and compliance.

S worgil + b, A

Schoenfish & Co., Inc.
Certified Public Accountants
Qctober 16, 2024
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MOUNT VERNON SCHOOL DISTRICT NO. 17-3

STATEMENT OF NET POSITION

As of June 30, 2023

ASSETS:
Cash and Cash Equivalents
Investments
Taxes Receivable
Inventories
Other Assets
Restricted Assets:
Cash and Cash Equivalents
Net Pension Asset
Capital Assets:
Land
Other Capital Assets, Net of Depreciation

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES:
Pension Related Deferred Outflows

TOTAL DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES :
Other Current Liabilities
Unearned Revenue
Noncurrent Liabilities:
Due Within One Year
Due in More than One Year

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES:
Taxes Levied for a Future Period
Pension Related Deferred Inflows

TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSITION:
Net Investment in Capital Assets
Restricted for:
Capital Outlay Purposes
Special Education Purposes
Debt Service Purposes
SDRS Pension Purposes
Unrestricted (Deficit)

TOTAL NET POSITION

Primary Government

Governmental Business-Type

Activities Activities Total
2,125,994.65 81,076.20 2,207,070.85
464,385.89 464,385.89
721,838.51 721,838.51
5,608.62 5,608.62
154,269.34 154,269.34
346,666.71 346,666.71
7,006.40 7,006.40
16,652.52 16,652.52
2,754,581.78 86,323.69 2,840,905.47

l

6,591,395.80 | |

173,008.51 | [ 6,764,404.31 |

685,619.97 685,619.97

| 685,619.97 | | 0.00 | | 685,619.97 |
220,946.13 220,946.13
19,326.02 19,326.02

50,057.26 50,057.26
494,896.55 494,896.55

| 765,899.94 | | 19,326.02 | | 785,225.96 |
721,838.51 721,838.51
415,365.62 415,365.62

[ 1,137,204.13 | | 0.00] [ 1,137,204.13 |
2,234,101.59 86,323.69 2,320,425.28
1,391,532.59 1,391,532.59
44,221.53 44,221.53
346,666.71 346,666.71
277,260.75 277,260.75
1,080,128.53 67,358.80 1,147,487.33
5,373,911.70 153,682.49 5,527,594.19

The notes to the financial statements are an integral part of this statement.
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MOUNT VERNON SCHOOL DISTRICT NO. 17-3
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
June 30, 2023

Total Fund Balances - Governmental Funds 2,870,370.46

Amounts reported for governmental activities in the statement
of net position are different because:

Net pension asset reported in governmental activities is not 7,006.40
an available financial resource and therefore is not reported
in the funds.
Capital assets used in governmental activities are not 2,771,234.30
current financial resources and therefore are not reported
in the funds.
Pension related deferred outflows are components of 685,619.97
pension liability (asset) and therefore are not reported in
the funds.
Long-term liabilities are not due and payable in the current (544,953.81)
period and therefore are not reported in the funds.
Pension related deferred inflows are components of (415,365.62)
pension liability (asset) and therefore are not reported in
the funds.

Net Position - Governmental Activities "~ 5,373,911.70

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