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INDEPENDENT AUDITOR’S REPORT

To the School Board,

Advisors and Students
Independent School District No. 877
Buffalo-Hanover-Montrose, Minnesota

Report on the Financial Statements

We have audited the Statement of Receipts and Disbursements of the student activity
accounts of Independent School District No. 877, Buffalo-Hanover-Montrose, Minnesota,
for the year ended June 30, 2015, and the related Note to the Financial Statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the financial reporting provisions of the Minnesota
Department of Education. Management is also responsible for the design, implementation
and maintenance of internal control relevant to the preparation and fair presentation of
financial statements, that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of 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 District’s preparation and fair presentation of
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
District’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.
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Basis for Adverse Opinion on Accounting Principles Generally Accepted in the United
States of America

As described in the Note to the Financial Statements, the financial statements are prepared
by the District on the basis of the financial reporting provisions of the Minnesota
Department of Education, which is a basis of accounting other than accounting principles
generally accepted in the United States of America, to meet the financial reporting
requirements of the Minnesota Department of Education.

The effects on the financial statements of the variances between the regulatory basis of
accounting described in the Note to the Financial Statements and accounting principles
generally accepted in the United State of America, although not reasonably determinable,
are presumed to be material.

Adverse Opinion on Accounting Principles Generally Accepted in the United States of
America

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse
Opinion on Accounting Principles Generally Accepted in the United States of America”
paragraph, the financial statements referred to above do not present fairly, in accordance
with accounting principles generally accepted in the United States of America, the financial
position of the Student Activity Funds of the District as of June 30, 2015, or changes in the
financial position for the year then ended.

Basis for Qualified Opinion — Regulatory Basis of Accounting

The District has not established procedures to provide assurance that all cash collections are
recorded in the accounting records. Accordingly, it was not practicable for us to extend our
audit of such cash collections beyond the amounts recorded.

Qualified Opinion — Regulatory Basis of Accounting

In our opinion, except for the possible effects of the matter discussed in the “Basis for
Qualified Opinion — Regulatory Basis of Accounting” paragraph, the financial statements
referred to above present fairly, in all material respects, the cash balances of Independent
School District No. 877, Buffalo-Hanover-Montrose, Minnesota, student activity accounts
for the year ended June 30, 2015, and the cash transactions for the year then ended in
accordance with the financial reporting provisions of the Minnesota Department of
Education as described in the Note to the Financial Statements.
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INDEPENDENT SCHOOL DISTRICT NO. 877

STATEMENT OF RECEIPTS AND DISBURSEMENTS
Year Ended June 30, 2015

Activity

Balance
June 30, 2014

Receipts and
Transfers In

Disbursements
and
Transfers Out

Balance
June 30, 2015

SENIOR HIGH SCHOOL
Class of 2014 (Graduates)
Class of 2015 (Seniors)

Class of 2016 (Juniors)

Class of 2017 (Sophomores)
Class of 2018 (Freshmen)

SH Arts Magnet

SH Bison Stampede

SH Business Professionals America
SH DECA

SH FFA

SH NHS

SH Student Care

SH Student Council

SH Students Stepping Up
Activity Interest

Total

Analysis of Balance:
Checking Account

The Note to the Student Activity Accounts Financial Statement is an integral part of this stater

$ 865 $ - $ 865 $ -

12,318 1,561 12,964 915

708 24,186 19,925 4,969

241 168 - 409

- 865 42 823

2,330 7,151 4,344 5,137

566 186 209 543

2,129 6,311 7,602 838

3,314 - 3,314 -

8,481 - 8,344 137

1,241 576 1,100 717

300 3,934 1,141 3,093

2,584 8,143 8,452 2,275

249 - - 249

- 5 5 -

$ 35,326 $ 53,086 $ 68,307 $ 20,105
S 20105
3



INDEPENDENT SCHOOL DISTRICT NO. 877

NOTE TO THE STUDENT ACTIVITY ACCOUNTS FINANCIAL STATEMENT
June 30, 2015

Student activity account transactions are defined as extracurricular programs conducted for the
motivation and enjoyment of students. These programs and activities are not offered for school credits
nor required for graduation. Activities are generally conducted outside of school hours. The content of
the activities is determined primarily by the students, under the guidance of a staff member or other
adult.

Student activities are to be self sustaining with all expenses paid by dues, admissions or other student
fundraising events.

The accounts of the student activity funds are maintained, and the accompanying financial statement has
been prepared, on a regulatory basis of accounting prescribed by the Minnesota Department of
Education. Consequently, receipts are recognized when received rather than when earned, and
disbursements are recognized when paid rather than when the obligations are incurred.
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REPORT ON COMPLIANCE WITH THE
MANUAL FOR ACTIVITY FUND ACCOUNTING

INDEPENDENT AUDITOR’S REPORT

To the School Board,

Advisors and Students
Independent School District No. 877
Buffalo-Hanover-Montrose, Minnesota

We have audited, in accordance with auditing standards generally accepted in the United
States of America, the Statement of Receipts and Disbursements of the student activity
accounts of Independent School District No. 877, Buffalo-Hanover-Montrose, Minnesota,
for the year ended June 30, 2015, and the related Notes to the Financial Statements and have
issued our report thereon dated October 12, 2015. We expressed an adverse opinion on
accounting principles generally accepted in the United States of America because the
financial statements are prepared on a basis of accounting that demonstrates compliance
with the regulatory basis of accounting prescribed or permitted by the Minnesota
Department of Education, which differs from accounting principles generally accepted in the
United States of America. In addition, our report on the regulatory basis of accounting is
qualified because the District has not established procedures to provide assurance that all
cash collections are recorded in the accounting records.

The Manual for Activity Fund Accounting, issued by the Minnesota Department of
Education, pursuant to Minnesota Statutes Section 123B.49, provides uniform financial
accounting and reporting standards for student activities. We have performed auditing
procedures to test compliance with the provisions of this Manual.

In connection with our audit, nothing came to our attention that caused us to believe that the
District failed to comply with the provisions of the Manual for Activity Fund Accounting,
except as described in the Schedule of Findings and Corrective Action Plans on Compliance
with the Manual for Activity Fund Accounting. However, our audit was not directed
primarily toward obtaining knowledge of such noncompliance. Accordingly, had we
performed additional procedures, other matters may have come to our attention regarding
the District’s noncompliance with the above referenced provisions.

The purpose of this report is solely to describe the scope of our testing compliance and the
results of that testing, and not to provide an opinion on compliance. Accordingly, this
communication is not suitable for any other purpose.

E%WKDMM .

BerganKDV, Ltd.
St. Cloud, Minnesota
October 12, 2015
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