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Independent Auditor's Report

Board of Trustees
Western Dakota Technical College
Rapid City, South Dakota

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of the business-type activities of Western Dakota Technical
College (the "College"), as of and for the year ended June 30, 2025, and the related notes to the
basic financial statements, which collectively comprise the College's basic financial statements as
listed in the table of contents.

In our opinion, the accompanying basic financial statements present fairly, in all material respects,
the respective financial position of the business-type activities of the College, as of June 30, 2025,
and the respective changes in financial position and, where applicable, cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

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, 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 College 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 opinion.

Responsibilities of Management for the Financial Statements

The College's management is responsible for the preparation and fair presentation of the basic
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 basic 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 College'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.



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:

e 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.

e 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 College's internal control. Accordingly, no such opinion
is expressed.

e 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 College'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
Management's Discussion and Analysis, which follows this report letter, and the Required
Supplementary Information as 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 (GASB), 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.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the basic financial statements that
collectively comprise the College's basic financial statements. The schedule of expenditures of
federal awards is required by the audit requirements by Title 2 U.S. Code of Federal Regulations
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance) is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statements.

The schedule of expenditures of federal awards has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the schedule of expenditures of federal awards is fairly stated, in
all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 20,
2026, on our consideration of the College'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 College’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the College's internal control over financial reporting and
compliance.

%cr%ax\,KDV, L.

Omaha, Nebraska
March 20, 2026


Denise Roberts
BerganKDV Firmwide Signature - Ltd
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Western Dakota Technical College
Management's Discussion and Analysis
Year Ended June 30, 2025

Western Dakota Technical College's (WDTC) Management Discussion and Analysis (MD&A) of its
financial condition provides an overview of financial activity, identifies changes in financial position,
and assists the reader of the financial statements in focusing on noteworthy financial issues for the
year ended June 30, 2025.

While maintaining its financial health is crucial to the long term viability of WDTC, the primary
mission of a public institution of higher education is to provide education and training. Therefore,
net position is accumulated to ensure there are sufficient reserve funds for future operations and
implementation of new programs. The MD&A provides summary level financial information;
therefore, it should be read together with the accompanying financial statements.

This annual report consists of a series of basic financial statements, prepared in accordance with
accounting principles generally accepted in the United States, as stated in the Governmental
Accounting Standards Board (GASB) Statement No. 35, Basic Financial Statements - and
Management's Discussion and Analysis - for Public Colleges and Universities. WDTC reports as a
Business Type Activity, public organizations that are financed in whole or in part by fees charged to
external parties for goods and services. This model allows all financial information for WDTC to be
reported in a comprehensive, entity-wide perspective of the College assets, liabilities, net position,
revenues, expenses, and cash outflows. In preparing these statements, interfund transactions and
balances between funds have been eliminated.

Statement of Revenues, Expenses, and Changes in Net Position

The statement of revenues, expenses, and changes in net position presents the revenues earned and
expenses incurred during the year. Activities are reported as either operating or nonoperating. In
general, a public college such as WDTC will report an overall operating deficit or loss, since the
financial reporting model classifies state appropriations as nonoperating revenues. The utilization of
capital assets is reflected in the financial statements as depreciation, which amortizes the cost of an
asset over its expected useful life.

The following is a condensed version of the Statement of Revenues, Expenses, and Changes in Net
Position:

2025 2024
Operating revenue S 7,384,281 S 7,600,816
Operating expenses (17,491,591) (16,151,744)
Net nonoperating revenues (expenses) 9,645,264 8,580,404
Changes in net position S (462,046) S 29,476




Western Dakota Technical College
Management's Discussion and Analysis
Year Ended June 30, 2025

Statement of Revenues, Expenses, and Changes in Net Position (Continued)
Some of the more noteworthy results of operations for the current year include:

e Operating revenues are the charges for services offered by WDTC. For the year ended
June 30, 2025, WDTC generated nearly $7.4 million of operating revenues. Significant items
and revenue sources are:

o Total revenue from program, materials, and other student fees was approximately $7.4
million. This is a slight decrease compared to the prior year.
o The graph below depicts WDTC's operating revenue by source:

Operating Revenue |
Auxillary

10%
Grants / 0 Other

zz%i . / 1%

Net tuition and fees
67%

e Operating expenses are costs related to offering the programs of WDTC. For the year ended
June 30, 2025, operating expenses totaled $17.5 million. This is an increase of about $1.34
million or 8.3% from the prior year and is primarily a result of higher payroll and insurance
costs. The majority of WDTC's expenses, about 62%, are for personnel-related costs. Other
major types of expenses include professional services, maintenance, and supplies at 21%.
Expenses such as travel, rentals, utilities, depreciation, and other expenses account for the
remaining 17% of total operating expenses.



Western Dakota Technical College
Management's Discussion and Analysis
Year Ended June 30, 2025

Statement of Revenues, Expenses, and Changes in Net Position (Continued)
The graph below categorizes operating expenses by function:

|Operating Expenses|

Operation and Auxiliary Services Depreciation and
Maintenance of Plant 4% Amortization
Institutional Support 7% \ | / 4%

12% \
Student Services
10% ‘
\

\_ Instructional

55%

Academic Support
8%

¢ Nonoperating revenue and expenses are items not directly related to providing instruction.

Net nonoperating revenue for the year ended June 30, 2025 was $9.6 million. The most

significant components of net nonoperating revenue include:

o State operating appropriations accounting for approximately $6.2 million in revenue for
the year ended June 30, 2025. This is an increase of approximately 1.5% from the prior
year.

o Federal grants and contracts represent $3.1 million, a increase of 43.1% from prior year,
due to an increase in Pell and other grant income.

e Net position at June 30, 2025, was $12.6 million as a result of the above activity. This is a
decrease of $462 thousand from the prior year.



Western Dakota Technical College
Management's Discussion and Analysis
Year Ended June 30, 2025

Statement of Cash Flows

The statement of cash flows presents information related to cash inflows and outflows, summarized
by operating, noncapital and capital financing, and investing activities. This statement is important
in evaluating WDTC's ability to meet financial obligations as they mature.

The following schedules shows major components of the Statement of Cash Flows:

2025 2024

Net cash flows - operating activities S (8,791,547) S (7,841,342)
Net cash flows - noncapital financing activities 9,308,697 8,285,987
Net cash flows - capital and related

financing activities (643,378) (518,860)
Net cash flows - investing activities 1,175,545 (743,973)
Net change in cash and cash

equivalents S 1,049,317  § (818,188)

Specific items of interest related to the Statement of Cash Flows includes:

The largest component of cash used in operating activities was payments to employees for
salaries/wages and benefits, which have increased from the prior year. Approximately $9.2
million was paid in FY 2025.

Another significant component of operating cash flows was payments to suppliers. This cash
outflow of approximately $5.6 million represents the cost of doing business as a public
college.

The largest cash inflows from operating activities included approximately $4.6 million in
tuition and fees, a decrease of 14% from the prior year, and about $1.7 million in state,
private, and federal grants.

State appropriations are categorized as cash flows from noncapital financing activities. This is
an income of approximately $6.2 million of positive cash flow.

The cash used in capital and related financing activities is primary made up of purchases of
capital assets.

Investing Activities - Comprised of interest received and maturing CDs and treasury bills net of
any purchases.



Western Dakota Technical College
Management's Discussion and Analysis
Year Ended June 30, 2025

Statement of Net Position

The statement of net position includes all assets (items owned by WDTC and amounts owed to WDTC
by others) and liabilities (amounts owed to others by WDTC and what has been collected from others
for which a service has not yet been performed). This statement is prepared under the accrual basis
of accounting, whereby revenues and assets are recognized when the service is provided, and

expenses and liabilities are recognized when others provide the service to WDTC - regardless of when
cash is exchanged.

Below are highlights of the components of the Statement of Net Position:

2025 2024

Assets

Cash and investments S 9,534,560 S 9,324,221

Net capital assets 3,043,123 3,143,249

Other assets 1,123,123 1,078,227
Total assets 13,700,806 13,545,697
Deferred Outflows of Resources 2,192,378 2,396,203
Liabilities

Current liabilities 1,025,216 499,117

Long term liabilities 823,700 991,428
Total liabilities 1,848,916 1,490,545
Deferred Inflows of Resources 1,476,730 1,421,771
Net Position

Net investment in capital assets 3,006,098 3,095,324

Unrestricted 9,561,440 9,934,260
Total net position S 12,567,538 S 13,029,584




Western Dakota Technical College
Management's Discussion and Analysis
Year Ended June 30, 2025

Statement of Net Position (Continued)
As shown above, the largest non-cash component of WDTC's assets is capital assets. Total cost of
capital assets net of accumulated depreciation at June 30, 2025, was approximately $3.0 million.

e The other assets category is primarily made up of various receivables balances, the largest
being grants of approximately $509 thousand.

e Current liabilities include unearned revenue (5200 thousand), accounts payable, and various
types of payroll, benefits and sales tax accruals (approximately $825 thousand).

e Long term liabilities are mainly composed of $763 thousand of compensated absences, and a
0% interest loan from South Dakota Department of Energy and Natural Resources of $34
thousand - used to upgrade interior and exterior lighting to more energy-efficient LED units.
The State amortized the principal repayments over 10 years to match the anticipated energy
cost savings to be obtained.

Capital Assets

WDTC's investment in capital assets as of June 30, 2025, amounts to $3.0 million (net of accumulated
depreciation). This includes furnishings, fixtures, and equipment that was transferred from RCAS
upon separation. Information on WDTC's capital assets can be found in Note 3.

Financial Position

For the year ended June 30, 2025, WDTC's financial position declined with a decrease in net position
of $462 thousand. WDTC has diversified sources of revenue consisting of student fees, state aid,
federal and state grants, and private funding. With this diversity of revenues along with a strong
commitment to operating efficiently, WDTC will continue to have the resources available to
adequately finance enrollments in the future.

Economic Factors
WDTC continues to achieve financial stability and is confident that its financial and economic
position will remain stable. The following economic factors contribute to this outlook:

e Rapid City region that WDTC serves is one of the fastest growing metro areas in the Midwest,
more than double the national average.

e Graduates from the technical careers that WDTC offers are in high demand by employers in
the immediate region and the entire Midwest area.

e Expansion of Ellsworth Air Force base, located in nearby Box Elder, and the construction of
the new State Women's Prison in Rapid Valley, will bring thousands of new residents to this
area within the next several years.

Although WDTC enjoys a strong financial position, some financial realities still remain that have the
potential to negatively impact WDTC:

e Decreasing availability of affordable rental housing for current and future students.

e Higher costs of maintaining competitive salaries, benefits, and cutting edge curriculum in
academic programs.

10



Western Dakota Technical College
Management's Discussion and Analysis
Year Ended June 30, 2025

Economic Factors (Continued)
To address these pressure points and help WDTC maintain and/or improve its financial position,
WDTC has taken the following steps:

¢ Implementing and designing on and off-campus student housing options, partnering with the
WDTC Foundation, to increase enrollment of out-of-area applicants.

o Developed a new 10 year strategic plan to focus talent and resources on increasing enrollment
over 75%, to 4,000 full time students annually.

Financial Contact

If you have questions about the report or need additional financial information please contact the
Finance Office, Western Dakota Technical College, 800 Mickelson Dr, Rapid City, SD 57703.

11
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Western Dakota Technical College
Statement of Net Position
June 30, 2025

Assets
Current assets
Cash and cash equivalents S 3,791,625
Investments 5,742,935
Grants and agencies receivable 509,386
Students accounts receivable, net 215,316
Other receivables 51,577
Inventories 54,065
Prepaid expenses and other assets 281,988
Total current assets 10,646,892
Non-current assets
Right-to-use asset 37,025
Capital assets, net 3,006,098
Total non-current assets 3,043,123

Restricted assets

Net pension asset 10,791

Total restricted assets 10,791

Total assets 13,700,806
Deferred Outflows of Resources

Pension-related deferred outflows 2,192,378

Total Assets and Deferred Outflows of Resources S 15,893,184

See notes to basic financial statements. 14



Western Dakota Technical College
Statement of Net Position
June 30, 2025

Liabilities
Current liabilities
Accounts payable
Accrued liabilities
Unearned revenue
Compensated absences - current
Current portion of lease liability
Current portion of notes from direct borrowing
Total current liabilities

Non-current liabilities
Notes from direct borrowing, net of current portion
Compensated absences - non-current
Lease liability
Total non-current liabilities
Total liabilities

Deferred Inflows of Resources
Pension-related deferred inflows

Net Position
Net investment in capital assets
Unrestricted

Total net position

Total Liabilities, Deferred Inflows of Resources, and Net Position

See notes to basic financial statements.

S 51,953
429,398
199,854
327,140

11,125
5,746

1,025,216

34,474
763,326
25,900

823,700

1,848,916

1,476,730

3,006,098
9,561,440

12,567,538

S 15,893,184

15



Western Dakota Technical College
Statement of Revenues, Expenses
and Changes in Net Position
For the Year Ended June 30, 2025

Operating Revenues
Net tuition and fees

Non-governmental grants and contracts

Sales of auxillary services
Other sources
Total operating revenues

Operating Expenses
Instructional
Academic support
Student services
Institutional support

Operation and maintenance of plant

Auxiliary services
Depreciation and amortization
Total operating expenses

Operating loss

Non-Operating Revenues (Expenses)
Governmental appropriations
State sources
Governmental grants and contracts
Federal sources
Gifts
Investment income
Net non-operating revenues
(expenses)

Change in Net Position
Net position, beginning of year

Net position, end of year

See notes to basic financial statements.

4,970,495
1,617,179
722,515
74,092

7,384,281

9,669,231
1,337,534
1,688,386
2,116,521
1,207,595

734,566

737,758

17,491,591

(10,107,310)

6,186,284

3,070,603
51,810
336,567

9,645,264

(462,046)

13,029,584

$

12,567,538

16



Cash Flows - Operating Activities
Tuition and fees
Grants and contracts
Payments for personnel services
Payments for other operating expenses
Auxiliary enterprises
Other receipts (payments)

Net cash flows - operating activities

Cash Flows - Noncapital Financing Activities

State sources

Federal sources
Student loan receipts
Student loan disbursements
Net cash flows - noncapital financing activities

Cash Flows - Capital and Related Financing Activities
Payments on capital debt
Purchases of capital assets
Net cash flows - capital and financing activities

Cash Flows - Investing Activities
Interest received on investments
Maturity (purchase) of investments
Purchase of investments

Net cash flows - investing activities

Net change in cash and cash equivalents

Cash and Cash Equivalents
Beginning of year

End of year

See notes to basic financial statements.

Western Dakota Technical College
Statement of Cash Flows
For the Year Ended June 30, 2025

S 4,640,260
1,733,324
(9,164,005)
(5,590,138)

722,515
(1,133,503)

(8,791,547)

6,186,284
3,122,413
3,379,062

(3,379,062)

9,308,697

(5,746)
(637,632)

(643,378)

336,567
6,516,285
(5,677,307)

1,175,545

1,049,317

2,742,308

S 3,791,625

17



Western Dakota Technical College
Statement of Cash Flows
For the Year Ended June 30, 2025

Reconciliation of Net Operating Loss
to Net Cash Flows - Operating Activities
Operating loss S (10,107,310)
Adjustments to reconcile operating loss to net
cash flows - operating activities

Depreciation and amortization 737,758

Changes in operating assets and liabilities

Accounts receivable (net) (59,647)
Inventories 4,885
Prepaid expenses and other assets 302,362
Accounts payable (20,378)
Accrued liabilities 63,980
Deferred revenue (154,443)
Compensated absences 176,058
Lease liability (10,900)
Pension related activity 276,088
Total adjustments 1,315,763
Net cash flows - operating activities S (8,791,547)

See notes to basic financial statements. 18



Western Dakota Technical College
Notes to Basic Financial Statements

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Introduction

Western Dakota Technical College (the "College” or "WDTC"), a South Dakota two-year technical
college, is a political subdivision operating under the applicable laws and regulations of the State of
South Dakota. WDTC is fully accredited by the Higher Learning Commission. WDTC offers one and
two-year degrees, technical certificates, and a comprehensive adult education program.

WDTC is governed by a nine-member Board of Trustees initially appointed by the Rapid City School
Board from within the service area. The Board has the authority to hire and evaluate the College
President, guide the strategic direction, execute contracts, and provide oversight of fiscal matters.

B. Financial Reporting Entity

The concept underlying the definition of the financial reporting entity is that elected officials are
accountable to their constituents for their actions. As required by generally accepted accounting
principles in the United States of America, the financial reporting entity includes both the primary
government and all of its component units as defined by the Governmental Accounting Standards
Board (GASB). An organization other than a primary government serves as a nucleus for a reporting
entity when it issues separate basic financial statements. The College is not a component unit of
another primary government reporting entity.

The WDTC Foundation is not considered a component unit of the College. It is governed by a separate
Board of Advisors and manages its own fiscal matters. The Foundation is not obligated to provide any
support to WDTC. The Foundation has a history of supporting WDTC with its economic resources for
the benefit of both WDTC and its students. WDTC provides office space, employee compensation and
benefits, and other operating costs to the Foundation. Separately issued financial statements of the
Foundation may be obtained from the Foundation Director at 605-718-2400.

C. Basis of Accounting

The financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. All significant interfund
transactions have been eliminated. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

In accordance with GASB Statement No. 20, "Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities That Use Proprietary Fund Accounting”, the College does not
apply Financial Accounting Standards Board (FASB) pronouncements issued after November 30, 1989,
for proprietary activities, unless the GASB amends its pronouncements to specifically adopt FASB
pronouncements issued after that date.

D. Basis of Presentation
The accompanying financial statements are presented in accordance with generally accepted
accounting principles in the United States of America as prescribed by the GASB.

Pursuant to the provisions of GASB Statement No. 34, "Basic Financial Statements Management's
Discussion and Analysis for State and Local Governments”, as amended by GASB Statement No. 35,
"Basic Financial Statements and Management's Discussion and Analysis for Public Colleges and
Universities”, the full scope of the College's activities is considered to be a single business-type
activity (BTA) and, accordingly, is reported within a single column in the financial statements.

19



Western Dakota Technical College
Notes to Basic Financial Statements

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Cash and Cash Equivalents
The College considers all highly liquid debt instruments purchased with a maturity of three months or
less to be cash equivalents.

F. Receivables

Receivables consist of tuition and fees charged to students and charges for auxiliary enterprises’ sales
and services. Receivables also include amounts due from the federal government, state and local
governments, and private sources in connection with reimbursement of allowable expenditures made
pursuant to contracts and grants. Receivables are recorded net of estimated uncollectible amounts.

Amounts outstanding longer than the agreed upon payment terms are considered past due. WDTC
determines its allowance for doubtful accounts by considering a number of factors including length of
time amounts are past due, previous loss history, and the student’s ability to pay his or her
obligation. WDTC writes off receivables when they become uncollectible.

G. Inventories
Inventories are valued at the lower-of-cost or market value as determined by the first-in, first-out
(FIFO) method. Nearly all inventory relates to the bookstore.

H. Capital Assets

Capital assets are stated at cost at date of acquisition or fair value at date of donation in the case of
gifts. The College capitalizes assets that have a value or cost in excess of $5,000 at the date of
acquisition.

Depreciation is computed using the straight-line method over the estimated useful lives of the
assets. The following estimated useful lives are used to compute depreciation:

Equipment 3-15 years

WDTC operates in facilities (land and buildings) that are owned and were constructed with debt
proceeds issued by the South Dakota Health and Education Facilities Authority (SD HEFA). HEFA then
leased the site to the South Dakota Department of Education, which then sub-leased to WDTC for a
50-year period. The sub-lease agreement calls for payments made by WDTC by collecting a per-credit
'facility fee' from each student, at a rate set annually by the State Board of Education. It is
anticipated that these fees will be sufficient to make the debt payments throughout the term of the
lease. As of June 30, 2025, this rate was $36 per credit and $0.45 per clock hour for non-credit
courses.

I. Deferred Outflows/Inflows of Resources

In addition to assets, the Statement of Net Position will report a separate section of deferred
outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of assets position that applies to a future period(s) and so will not be
recognized as an outflow of resources (expenses) until then. At this time, WDTC reports deferred
outflows of resources related to the South Dakota Retirement System (SDRS), which represent WDTC's
proportionate shares of collective deferred outflows of resources of the plans.

20



Western Dakota Technical College
Notes to Basic Financial Statements

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I. Deferred Outflows/Inflows of Resources (Continued)

In addition to liabilities, the Statement of Net Position will report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources,
represents the acquisition of assets position that applies to a future period and so will not be
recognized as an inflow of resources (revenues) until that time. At this time, WDTC reports deferred
inflows of resources related to the South Dakota Retirement System (SDRS), which represent WDTC's
proportionate shares of collective deferred inflows of resources of the plans.

J. Compensated Absences

Vacation and personal leave meet the criteria in GASB Statement No. 16 and No.101 and are included
in compensated absences. The criteria for accruing compensated absences are met when employees'
rights to receive compensation are attributable to services already rendered and it is probable that
the employer will compensate the employees through paid time off or some other means, such as
cash at termination or retirement. The compensated absences liability has been computed based on
rates of pay in effect as of June 30, 2025.

K. Net Position

Net position represents the difference between assets and deferred outflows of resources and
liabilities and deferred inflows of resources. Net position is presented in three major categories. The
first is net investment in capital assets, which represents the College's equity in property, plant, and
equipment. The second is restricted. The third is unrestricted, including amounts designated by the
board.

Net investment in capital assets consists of capital assets, net of accumulated depreciation and
amortization, reduced by the outstanding balances of any borrowings used for the acquisition,
construction, or improvement of those assets. Net position is reported as restricted when there are
limitations imposed on their use through enabling legislation or through external restrictions imposed
by creditors, grantors or laws or regulations of other governments.

The College first applies restricted resources when an expense is incurred for purposes for which
both restricted and unrestricted assets are available.

L. Scholarship Allowances

Student tuition and fees revenues and certain other revenues from institutional charges are reported
net of scholarship allowances in the accompanying statement of revenues, expenses, and changes in
net position. The scholarship allowances are the difference between the actual charge for goods and
services provided by the College and the amount that is paid by students or by third parties on the
students’ behalf. Student financial assistance grants, such as Pell grants, and other federal, state, or
nongovernmental programs, are recorded as either operating or non-operating revenues in the
accompanying statement of revenues, expenses, and changes in net position. To the extent that
revenues from these programs are used to satisfy tuition, fees, and other charges, the College has
recorded a scholarship allowance.
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Notes to Basic Financial Statements

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

M. Revenue and Expense Recognition

The College presents its revenues and expenses as operating or non-operating based on recognition
definitions from GASB Statement No. 9, "Reporting Cash Flows of Proprietary and Nonexpendable
Trust Funds and Governmental Entities That Use Proprietary Fund Accounting.” Operating activities
are those activities that are necessary and essential to the mission of the College. Operating
revenues include all charges to customers, grants received for student financial assistance, and
interest earned on loans. Grants received from sources other than governmental entities for student
financial assistance are considered operating revenues because they provide resources for student
charges and such programs are necessary and essential to the mission of the College. Revenues from
non-exchange transactions and state appropriations that represent subsidies or gifts to the College,
as well as investment income, are considered non-operating since these are investing, capital or
noncapital financing activities. Operating expenses are all expense transactions incurred other than
those related to investing, capital, or noncapital financing activities. Revenues received for capital
financing activities, as well as related expenses, are considered neither operating nor non-operating
activities and are presented after non-operating activities on the accompanying statement of
revenues, expenses, and changes in net position.

N. Use of Estimates

The preparation of financial statements in accordance with generally accepted accounting principles
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates

0. Right-to-use Lease Assets/Lease Liabilities

The College recorded right-to-use lease assets as a result of implementing GASB Statement No. 87,
Leases. The right-to-use lease assets are initially measured at an amount equal to the initial
measurement of the lease liability plus any payments made prior to the lease term, less lease
incentives, and plus ancillary charges necessary to place the lease into service. The right-to-use
assets are amortized on a straight-line basis over the life of the related lease.

The College uses the interest rate charged by the lessor as the discount rate. When the interest rate
charged by the lessor is not provided, the College determines its estimated borrowing rate based on
the applicable State and Local Government Securities rate. The lease term includes the
noncancellable period of the lease. Lease payments included in the measurement of the lease
liability are composed of fixed payments and purchase options the College is reasonably certain to
exercise.

The College monitors changes in circumstances that would require a re-measurement of the leases

and will remeasure the right-to-use lease assets and liabilities if certain changes occur that are
expected to significantly affect the amount of the lease liability.
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NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

P. Pensions

For purposes of measuring the net pension liability (asset), deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense (revenue), information about
the fiduciary net position of the South Dakota Retirement System (SDRS) and additions to/deletions
from SDRS's fiduciary net position have been determined on the same basis as they are reported by
SDRS. College contributions and net pension liability (asset) are recognized on an accrual basis of
accounting.

NOTE 2 - DEPOSITS AND INVESTMENTS

Statutes authorize the College to invest in securities of the United States either directly or indirectly
including US Treasury Bills, notes, bonds, and other obligations guaranteed by the United States
government; and such securities shall either mature or be redeemable at the option of the holder
within eighteen months from date of purchase.

Deposits and investments consisted of the following at June 30, 2025:

Cash and cash equivalents S 3,791,625
Investments - Treasury Bill (matures 8/2025 through 12/2025) 4,403,425
Investments - Treasury Notes (matures 8/2025 through 9/2025) 1,339,510

Total S 9,534,560

Deposits were reflected in the accounts of the bank in the amount of $4,072,010 as of June 30, 2025.
The entire bank balance was fully collateralized by an irrevocable letter of credit.

The College categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure fair value of the assets.

Assets and liabilities are classified into one of the following categories:

Level 1: Quoted market prices in active markets for identical assets or liabilities.

Level 2: Observable market-based inputs or unobservable inputs that are corroborated by
market data.

Level 3: Unobservable inputs that are not corroborated by market data.

A financial instrument's categorization within the valuation hierarchy is based upon the lowest level
of input that is significant to the fair value measurement. All of the College's investments, as of
June 30, 2025, are categorized as level 2 investments.

The College attempts to mitigate the following types of deposit and investment risks through

compliance with the State Statutes referred to above. The three types of deposit and investment
risks are the following:

23



Western Dakota Technical College

Notes to Basic Financial Statements
NOTE 2 - DEPOSITS AND INVESTMENTS (CONTINUED)
Custodial Credit Risk: This is for deposits and investments; custodial credit risk is the risk that in the
event of the failure of a bank or other counterparty, the College will not be able to recover the

value of its deposits or investments or collateral securities in the possession of a third-party.

Credit Risk: This is for deposits and investments; credit risk is the risk that a bank or other
counterparty defaults on its principal and/or interest payments owed to the College.

Interest Rate Risk: This is for deposits and investments; interest rate risk is the risk that the value of
deposits and investments will decrease as a result of a rise in interest rates.

NOTE 3 - CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2025, was as follows:

June 30, 2024 Additions Deletions June 30, 2025

Capital assets being depreciated/amortized

Equipment $ 11,541,000 S 637,632 $ (515,561) $ 11,663,071
Right-to-use - classroom space 55,000 - - 55,000
Total 11,596,000 637,632 (515,561) 11,718,071
Less accumulated depreciation/amortization
Equipment 8,445,676 726,858 (515,561) 8,656,973
Right-to-use - classroom space 7,075 10,900 - 17,975
Total 8,452,751 737,758 (515,561) 8,674,948
Capital assets, net S 3,143,249 $ (100,126) S - S 3,043,123

NOTE 4 - ACCRUED LIABILITIES

Accrued liabilities for the fiscal year ended June 30, 2025, were composed of the following:

Accrued salaries S 429,020
Other accrued liabilities 378
Total S 429,398
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NOTE 5 - NOTE PAYABLE

Notes from direct borrowing activity for the year ended June 30, 2025, was as follows:

Current
June 30, 2024 Additions Deletions June 30, 2025 Portion
Notes from direct borrowing
State energy loan S 45,966 S - S 5,746 S 40,220 S 5,746

NOTE 6 - RETIREMENT PLAN

A. Plan Information

All employees, working more than 20 hours per week during the year, participate in the South Dakota
Retirement System (SDRS). SDRS is a hybrid defined benefit plan designed with several defined
contribution plan type provisions and is administered by SDRS to provide retirement benefits for
employees of the State of South Dakota and its political subdivisions. The SDRS provide retirement,
disability, and survivor benefits. Authority for establishing, administering and amending plan
provisions are found in SDCL 3-12. The SDRS issues a publicly available financial report that includes
financial statements and required supplementary information. That report may be obtained at
http://sdrs.sd.gov/publications.aspx or by writing to the SDRS, P.0O. Box 1098, Pierre, SD 57501-
1098 or by calling (605) 773-3731.

B. Benefits Provided

SDRS has four classes of members: Class A general members, Class B public safety and judicial
members, Class C Cement Plant Retirement Fund members, and Class D Department of Labor and
Regulation members.

Members that were hired before July 1, 2017, are Foundation members. Class A Foundation members
and Class B Foundation members who retire after age 65 with three years of contributory service are
entitled to an unreduced annual retirement benefit. An unreduced annual retirement benefit is also
available after age 55 for Class A Foundation members where the sum of age and credited service is
equal to or greater than 85 or after age 55 for Class B Foundation judicial members where the sum of
age and credited service is equal to or greater than 80. Class B Foundation public safety members
can retire with an unreduced annual retirement benefit after age 55 with three years of contributory
service. An unreduced annual retirement benefit is also available after age 45 for Class B Foundation
public safety members where the sum of age and credited service is equal to or greater than 75. All
Foundation retirement benefits that do not meet the above criteria may be payable at a reduced
level. Class A and B eligible spouses of Foundation members will receive a 60 percent joint survivor
benefit when the member dies.
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NOTE 6 - RETIREMENT PLAN (CONTINUED)

B. Benefits Provided (Continued)

Members that were hired on/after July 1, 2017, are Generational members. Class A Generational
members and Class B Generational judicial members who retire after age 67 with three years of
contributory service are entitled to an unreduced annual retirement benefit. Class B Generational
public safety members can retire with an unreduced annual retirement benefit after age 57 with
three years of contributory service. At retirement, married Generational members may elect a
single-life benefit, a 60 percent joint and survivor benefit, or a 100 percent joint and survivor
benefit. All Generational retirement benefits that do not meet the above criteria may be payable at
a reduced level. Generational members will also have a variable retirement account (VRA)
established, in which they will receive up to 1.5 percent of compensation funded by part of the
employer contribution. VRAs will receive investment earnings based on investment returns.

Legislation enacted in 2017 established the current COLA process. At each valuation date:

e Baseline actuarial accrued liabilities will be calculated assuming the COLA is equal to the
long-term inflation assumption of 2.25%.
¢ |f the fair value of assets is greater or equal to the baseline actuarial accrued liabilities, the
COLA will be:
o The increase in the 3rd quarter CPI-W, no less than 0.5% and no greater than 3.5%.

¢ If the fair value of assets is less than the baseline actuarial accrued liabilities, the COLA will
be:
o The increase in the 3rd quarter CPI-W, no less than 0.5% and no greater than a
restricted maximum such that, that if the restricted maximum is assumed for future
COLAs, the fair value of assets will be greater or equal to the accrued liabilities.

Legislation enacted in 2021 reduced the minimum COLA from 0.5 percent to 0.0 percent.

All benefits except those depending on the Member's Accumulated Contributions are annually
increased by the Cost-of-Living Adjustment.

C. Contributions

Per SDCL 3-12, contribution requirements of the active employees and the participating employers
are established and may be amended by the SDRS Board. Covered employees are required by state
statute to contribute the following percentages of their salary to the plan; Class A Members 6.0% of
salary; Class B Judicial Members, 9.0% of salary; and Class B Public Safety Members, 8.0% of salary.
State Statute also requires the employer to contribute an amount equal to the employee’s
contribution. The College’s share of contributions to the SDRS for the fiscal years ended June 30,
2025, 2024 and 2023, were $449,190, $448,775, and $445,322, respectively, equal to the required
contributions for the year.
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NOTE 6 - RETIREMENT PLAN (CONTINUED)

D. Pension Liabilities (Assets), Pension Expense (Revenue), and Deferred Outflows of Resources
and Deferred Inflows of Resources to Pensions

As of June 30, 2024, SDRS is 100% funded and accordingly has a net pension asset. The

proportionate share of the components of the net pension asset of the South Dakota Retirement

System, for the College as of the measurement period ending June 30, 2024 and reported by the

College as of June 30, 2025, are as follows:

Proportionate share of pension asset S 39,772,683
Less proportionate share of net pension restricted for pension benefit (39,783,474)
Proportionate share of net pension liability (asset) S (10,791)

As of June 30, 2025, the College reported an asset of its share of the net pension liability (asset).
The net pension liability (asset) was measured as of June 30, 2024, and the total pension liability
used to calculate the net pension liability (asset) was based on a projection of the College's share of
contributions to the pension plan relative to the contributions of all participating entities. As of June
30, 2024, the College's proportion was 0.26660400% which is a decrease of 0.0212490% from its
proportion measured as of June 30, 2023.

For the year ended June 30, 2025, the College recognized pension expense (reduction of pension
expense) of $294,221.

As of June 30, 2025, the College reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience S 1,079,003 S
Net difference between projected and actual
earnings on pension plan investments 438,909 -
Changes of assumptions 192,111 1,464,377
Changes in proportion 33,165 12,353
Contributions subsequent to the measurement date 449,190 -
Total S 2,192,378 S 1,476,730
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NOTE 6 - RETIREMENT PLAN (CONTINUED)

D. Pension Liabilities (Assets), Pension Expense (Revenue), and Deferred Outflows of Resources
and Deferred Inflows of Resources to Pensions (Continued)

The $449,190 reported as deferred outflow of resources is related to pensions resulting from College

contributions subsequent to the measurement date will be recognized as a reduction of the net

pension liability (asset) in the year ending June 30, 2026. Other amounts reported as deferred

outflows of resources and deferred inflows of resources related to pensions will be recognized in

pension expense (revenue) as follows:

Year Ended Pension
June 30, Expense
2026 S (402,885)
2027 566,203
2028 65,339
2029 37,801
Total S 266,458

E. Actuarial Assumptions
The total pension liability (asset) in the June 30, 2024, actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement.

Inflation 2.50%

Salary Increases Graded by years of service, from 7.66% at entry to
3.15% after 25 years of service

Discount Rate 6.50% net of plan investment expense. This is

composed of an average inflation rate of 2.50% and
real returns of 4.00%

Future OCLAs 1.71%

Mortality Rates:
e All mortality rates based on Pub-2010 amount-weighted mortality tables, projected
generationally with improvement scale MP-2020
e Active and Terminated Vested Members:
o Teachers, Certified Regents, and Judicial: PubT-2010
o Other Class A Members: PubG-2010
o Public Safety Members: PubS-2010
e Retired Members:
o Teachers, Certified Regents, and Judicial Retirees: PubT-2010, 108% of rates above
age 65
o Other Class A Retirees: PubG-2010, 93% of rates through age 74, increasing by 2% per
year until 111% of rates at age 83 and above
o Public Safety Retirees: PubS-2010, 102% of rates at all ages
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NOTE 6 - RETIREMENT PLAN (CONTINUED)

E. Actuarial Assumptions (Continued)
e Beneficiaries:
o PubG-2010 contingent survivor mortality table
e Disabled Members:
o Public Safety: PubS-2010 disabled member mortality table
o Others: PubG-2010 disabled member mortality table

The actuarial assumptions used in the June 30, 2024, valuation were based on the results on an
actuarial experience study for the period of July 1, 2016 to June 30, 2021.

Investment portfolio management is the statutory responsibility of the South Dakota Investment
Council (SDIC), which may utilize the services of external money managers for management of a
portion of the portfolio. SDIC is governed by the Prudent Man Rule (i.e., the council should use the
same degree of care as a prudent man). Current SDIC investment policies dictate limits on the
percentage of assets invested in various types of vehicles (equities, fixed income securities, real
estate, cash, private equity, etc.). The long-term expected rate of return on pension plan
investments was determined using a method in which best-estimate ranges of expected future real
rates of return (expected returns, net of pension plan investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the long-term expected
rate of return by weighing the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. Best estimates of real rates of return for each major
asset class included in the pension plan's target asset allocation as of June 30, 2024 (see the
discussion of the pension plan's investment policy) are summarized in the following table using
geometric means:

Long-Term
Expected Real
Asset Class Target Allocation Rate of Return
Public Equity 56.0 % 3.6 %
Investment Grade Debt 23.0 2.3
High Yield Debt 7.0 2.8
Real Easte 12.0 4.0
Cash 2.0 0.8

Total 100.0 %

F. Discount Rate

The discount rate used to measure the total pension liability (asset) was 6.50%. The projection of
cash flows used to determine the discount rate assumed that plan member contributions will be
made at the current contribution rate and that matching employer contributions will be made at
rates equal to the member rate. Based on these assumptions, the pension plan's fiduciary net
position was projected to be available to make all future benefit payments of current plan members.
Therefore, the long-term expected rate of return on pension plan investments was applied to all
periods of projected benefit payments to determine the total pension liability (asset).
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NOTE 6 - RETIREMENT PLAN (CONTINUED)

G. Sensitivity of Liability (Asset) to Changes in the Discount Rate

The following presents the College's proportionate share of net pension liability (asset) calculated
using the discount rate of 6.50% as well as what the College's proportionate share of the net pension
liability (asset) would be if it were calculated using a discount rate that is one percentage point
lower (5.50%) or one percentage point higher (7.50%) than the current rate:

1% Decrease in Current 1% Increase in
Discount Rate Discount Rate Discount Rate
College's Proportionate Share of the
Net Pension Liability (Asset) S 5,483,943 S (10,791) §  (4,507,197)

H. Pension Plan Fiduciary Net Position

Detailed information about the plan’'s fiduciary net position is available in the separately issued SDRS
financial report.

NOTE 7 - LEASES

The College has lease agreements for classroom space with remaining lease terms which expire in
various years through 2029.

Future minimum lease payments under non-cancellable leases are as follows as of June 30, 2025:

Operating
2026 S 10,900
2027 10,900
2028 10,225
2029 5,000
Total lease payments S 37,025

Cash paid for leases for the year ended June 30, 2025, was $15,900.
NOTE 8 - CONTINGENCIES

From time to time, WDTC is party to various pending claims and legal proceedings. Although the
outcome of such matters cannot be forecast with certainty, it is the opinion of administration and
legal counsel that the likelihood is remote that any such claims or proceedings will have a material
adverse effect on WDTC's financial position or results of operation.

Expenditures under government programs are subject to review by the granting authority. To the
extent, if any, that such a review reduces expenditures allowable, the College will record such
disallowance at the time the determination is made. Management believes there is no material
impact to the financial statements that would occur as a result of such reviews.
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NOTE 9 - EXPENSE CLASSIFICATION
Expenses on the statements of revenue, expenses, and changes to net position are classified by

function. Alternatively, the expenses could also be shown by type of expenses as follows for the year
ended June 30, 2025:

Salaries and benefits S 10,858,829
Supplies and services 3,706,436
Utilities 298,925
Depreciation and amortization 734,566
Other expenses 1,892,835

Total S 17,491,591

NOTE 10 - RELATED PARTIES

The College is the beneficiary of a Foundation which provides support for the College by way of
scholarships and other direct resources. The College contracts to provide the Foundation with limited
services and office space without charge in exchange for the support the College receives.
Scholarships and other direct resources provided by the Foundation are remitted to the College.

NOTE 11 - RISK MANAGEMENT

The College is exposed to various risks of loss from torts; theft of, damage to, and destruction of
assets; business interruption; employee injuries and illnesses; natural disasters; and employee health
and accident benefits. Commercial insurance coverage is purchased for employee group health and
accident benefits. Settled claims have not exceeded this commercial coverage in any of the three
preceding years.

NOTE 12 - SUBSEQUENT EVENTS
In preparing the financial statements, the College has evaluated events and transactions for

potential recognition or disclosure through March 20, 2026, the date these financial statements were
available to be issued.
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Schedule of the Proportionate Share of the Net Pension Liability (Asset)

South Dakota Retirement System

WDT's
Proportionate

WDT's WDT's Share of the Plan Fiduciary
Proportion Proportionate Net Pension Net Position as
(Percentage)  Share (Amount) Liability a Percentage
of the Net of the Net (Asset) as a of the Total
Pension Pension District's Percentage of Pension
Liability Liability Covered its Covered Liability
Fiscal Year (Asset) (Asset) Payroll Payroll (Asset)
2022 0.278302% (26,301) S 6,645,417 0.40% 100.10%
2023 0.278302% (26,301) 6,645,417 0.40% 100.10%
2024 0.287853% (27,164) 7,479,604 0.36% 100.10%
2025 0.266604% (10,791) 7,486,517 0.14% 100.00%

GASB Statement No. 68 requires ten years of information to be presented in this table. However,
until a full 10-year trend is compiled, the College will present information for those years for which

information is available.

See notes to required supplementary information.
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Schedule of the Employer Contributions
South Dakota Retirement System

Contributions

Contributions

in Relation to as a

Contractually  the Statutorily Contribution College's Percentage of

Required Required Deficiency Covered Covered

Fiscal Year Contribution Contributions (Excess) Payroll Payroll
2022 398,725 S 398,725 S 6,645,417 6.00%
2023 445,322 445,322 7,422,033 6.00%
2024 448,775 448,775 7,479,604 6.00%
2025 449,190 449,190 7,486,517 6.00%

GASB Statement No. 68 requires ten years of information to be presented in this table. However,
until a full 10-year trend is compiled, the College will present information for those years for which
information is available.

See notes to required supplementary information.
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Notes to Required Supplementary Information
Schedule of the Proportionate Share of the
Net Pension Asset and Schedule of Pension Contributions
South Dakota Retirement System

NOTE 1 - CHANGES FROM PRIOR VALUATION

The June 30, 2024 actuarial valuation reflects no changes to the plan provisions or actuarial methods
and one change to the actuarial assumption from the June 30, 2023 actuarial valuation.

The details of the changes since the last valuation are as follows:

NOTE 2 - BENEFIT PROVISION CHANGES

During the 2024 Legislative Session, no significant SDRS benefit changes were made.
NOTE 3 - ACTUARIAL ASSUMPTION CHANGES

The SDRS COLA equals the percentage increase in the most recent third calendar quarter CPI-W over
the prior year, no less than 0% and no greater than 3.5%. However, if the FVFR assuming the long-
term COLA is equal to the baseline COLA assumption (currently 2.25%) is less than 100%, the
maximum COLA payable will be limited to the increase that if assumed on a long-term basis, results
in a FVFR equal to or exceeding 100%.

As of June 30, 2023, the FVFR assuming the long-term COLA is equal to the baseline COLA assumption
(2.25%) was less than 100% and the July 2024 SDRS COLA was limited to a restricted maximum of
1.91%. For the June 30, 2023 Actuarial Valuation, future COLAs were assumed to equal the restricted
maximum COLA assumption of 1.91%.

As of June 30, 2024, the FVFR assuming future COLAs equal to the baseline COLA assumption of 2.25%
is again less than 100% and the July 2025 SDRS COLA is limited to a restricted maximum of 1.71%. The
July 2025 SDRS COLA will equal inflation, between 0% and 1.71%. For this June 30, 2024 actuarial
valuation, future COLAs were assumed to equal the restricted maximum COLA of 1.71%.

Actuarial assumptions are reviewed for reasonability annually and reviewed in depth periodically,
with the next experience analysis anticipated before the June 30, 2027 actuarial valuation and any
recommended changes approved by the Board of Trustees are anticipated to be first implemented in
the June 30, 2027 actuarial valuation.
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Western Dakota Technical College
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2025

Assistance
Listing
Federal Grantor/Pass-through Grantor Program Title Number Expenditures
U.S. Department of Education
Student Financial Assistance Cluster
Federal Pell Grant Program 84.063 S 2,643,845
Federal Work-Study Program 84.033 24,253
Federal Direct Student Loans 84.268 3,325,239
Federal Supplemental Educational Opportunity Grants 84.007 70,824
Total Student Financial Assistance Cluster 6,064,161
Career and Technical Education - Basic Grants to States 84.048 824,487
Total U.S. Department of Education 6,888,648
U.S. Department of Agriculture
Specialty Crop Block Grant Program 10.170 36,811
U.S. Department of Health and Human Services
Area Health Education Centers 93.107 313,421
Grants to States for Operation of State Offices of Rural Health 93.913 7,000
Total U.S. Department of Health and Human Services 320,421
U.S. Department of Commerce
Investments for Public Works and Economic Development 11.300 318,515
U.S. Department of Labor / Mine Safety & Health Administration
Brookwood-Sago Grant 17.603 10,450
Total Expenditures of Federal Awards S 7,574,845

See notes to schedule of expenditures of federal awards. 39



Western Dakota Technical College
Notes to the Schedule of Expenditures of Federal Awards

NOTE 1 - BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the "Schedule”) includes the federal
award activity of the College under programs of the federal government for the year ended June 30,
2025. The information in this Schedule is presented in accordance with the requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles
and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only
a selected portion of the operations of the College, it is not intended to and does not present the
financial position, changes in net position or cash flows of the College.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance, or
other applicable regulatory guidance, wherein certain types of expenditures are not allowable or are
limited as to reimbursement. Negative amounts shown on the Schedule represent adjustments or
credits made in the normal course of business to amounts reported as expenditures in prior years.
NOTE 3 - DE MINIMIS RATE

The College has opted to use the de minimis rate, however, they have not had any grants where they
have applied the 10% rate.

NOTE 4 - SUBRECIPIENTS

The College provided no federal awards to subrecipients.
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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

Independent Auditor's Report

Board of Trustees
Western Dakota Technical College
Rapid City, 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 (Government Auditing Standards),
the financial statements of the business-type activities of Western Dakota Technical College (the
"College”) as of and for the year ended June 30, 2025, and the related notes to the financial
statements, which collectively comprise the College's basic financial statements, and have issued our
report thereon dated March 20, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the College's
internal control over financial reporting (internal control) as a basis for designing 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 College's
internal control. Accordingly, we do not express an opinion on the effectiveness of the College's
internal control.

Our consideration of internal control 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 have not been identified. However, as described in the accompanying schedule of
findings and questioned costs, we identified certain deficiencies in internal control that we consider
to be 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 possibility that a
material misstatement of the College's financial statements will not be prevented, or detected and
corrected on a timely basis. We consider the deficiency described in the accompanying schedule of
findings and questioned costs as item 2025-001 to be a material weakness.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider the deficiency described in the accompanying schedule of findings and
questioned costs as item 2025-002 to be a significant deficiency.

41



Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the College's financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. 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 no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

College’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the College's
response to the findings identified in our audit and described in the accompanying schedule of
findings and questioned costs. The College's response was not subjected to the other auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion
on the response.

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.

%Or%om,KDV, LA

Omaha, Nebraska
March 20, 2026
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Report on Compliance for Each Major Federal Program
and Report on Internal Control over Compliance in Accordance with
the Uniform Guidance

Independent Auditor's Report

Board of Trustees
Western Dakota Technical College
Rapid City, South Dakota

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited Western Dakota Technical College's (the "College") compliance with the types of
compliance requirements identified as subject to audit in the U.S. Office of Management and
Budget, (OMB) Compliance Supplement that could have a direct and material effect on the College's
major federal program for the year ended June 30, 2025. The College's major federal program is
identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs.

In our opinion, the College complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on its major federal program for the
year ended June 30, 2025.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America (GAAS); the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States (Government
Auditing Standards); and the audit requirements of Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Our responsibilities under those standards and the Uniform Guidance are
further described in the Auditor's Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the College and to meet our other ethical responsibilities, in
accordance with 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 opinion on
compliance for each major federal program. Our audit does not provide a legal determination of the
College's compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules, and provisions of contracts or grant agreements
applicable to the College's federal programs.
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Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the College's compliance based on our audit. 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, Government Auditing Standards, and the Uniform Guidance will always
detect material noncompliance when it exists. The risk of not detecting material noncompliance
resulting from fraud is higher than for that resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered material, if there
is a substantial likelihood that, individually or in the aggregate, it would influence the judgment
made by a reasonable user of the report on compliance about the College's compliance with the
requirements of each major federal program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.
e |dentify and assess the risks of material noncompliance, 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 College's compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

¢ Obtain an understanding of the College's internal control over compliance relevant to the
audit in order to design audit procedures that are appropriate in the circumstances and to
test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of the
College's internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance,
such that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely
basis. A significant deficiency in internal control over compliance is a deficiency, or a combination
of deficiencies, in internal control over compliance with a type of compliance requirement of a
federal program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.
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Report on Internal Control Over Compliance (Continued)

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor's Responsibilities for the Audit of Compliance section above and was not designed to identify
all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

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

testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

%«Wkw, LA

Omaha, Nebraska
March 20, 2026
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Western Dakota Technical College
Schedule of Findings and Questioned Costs
Year Ended June 30, 2025

SECTION | - SUMMARY OF AUDITORS' RESULTS
Financial Statements

Type of auditors’ report issued:

Internal Control over financial reporting:
e Material weakness(es) identified?
e Significant deficiency(ies) identified?

Noncompliance material to financial statements noted?
Federal Awards

Type of auditor's report issued on compliance for major
programs:

Internal control over major programs:
e Material weakness(es) identified?
e Significant deficiency(ies) identified?

Any audit findings disclosed that are required to be
reported in accordance with the Uniform Guidance
Section 200.516?

Identification of Major Programs

Assistance Listing No.:
Program Name:

Dollar threshold used to distinguish between type A and
type B programs:

Auditee qualified as low risk auditee?

We issued an unmodified opinion on the
fair presentation of the financial
statements of the business-type
activities in accordance with accounting
principles generally accepted in the
United States of America (GAAP).

Yes, Audit Finding 2025-001
Yes, Audit Finding 2025-002

No

Unmodified

No
None noted

No

84.007, 84.033, 84.063, 84.268
Student Financial Assistance Cluster

$750,000

No
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Western Dakota Technical College
Schedule of Findings and Questioned Costs
Year Ended June 30, 2025

SECTION Il - FINANCIAL STATEMENTS AUDIT FINDING
2025-001 Material Weakness - Year-End Financial Reporting

Criteria: Management is responsible for achieving appropriate financial reporting objectives,
including maintaining complete accounting records and preparing financial statements in accordance
with accounting principles generally accepted in the United States of America.

Condition: Material proposed journal entries were needed to adjust the financial statements to be
materially correct for financial reporting. Management also needed assistance with preparing the
financial statements to be in compliance with financial reporting standards.

Effect or Potential Effect: Intentional and unintentional errors could be made and not detected
within a timely period by the College's personnel in the normal course of performing their assigned
functions since they are not performing this process.

Recommendation: A remedy for this situation would be to regularly review related balances to
ensure they are being adjusted appropriately in a timely manner. We also recommend that
management strive to accurately prepare the complete set of financial statements internally.

Views of Responsible Official: Management will review its year-end accounting and internal control
procedures and implement improvements where practical.

2025-002 Significant Deficiency - Segregation of Duties

Criteria: Proper internal accounting controls require segregation of duties so that no one individual
has access to both the accounting records and cash items or handles a transaction from inception to
completion.

Condition: The College utilizes its office and accounting personnel to segregate duties where feasible
but due to turnover in the accounting and office staff during the year the College did not have
appropriate segregation of duties in all areas. The lack of adequate segregation of accounting duties
could adversely affect the College's ability to initiate, record, process, and report financial data
consistent with the assertions of management in the financial statements.

Effect or Potential Effect: Intentional or unintentional errors could be made and not be detected
within a timely period by the College's management in the normal course of performing their
assigned functions.

Recommendation: A remedy for this situation would be for the College to reassign duties to other
personnel, accounting staff or an outsourced accountant to allow for improved internal accounting
control and segregation of duties.

Views of Responsible Official: Management will review its year-end accounting and internal control
procedures and implement improvements where practical.
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Western Dakota Technical College
Schedule of Findings and Questioned Costs
Year Ended June 30, 2025

SECTION 11l - FEDERAL AWARDS AUDIT FINDINGS AND QUESTIONED COSTS
None noted.

SECTION IV - PRIOR YEAR FINDINGS AND QUESTIONED COSTS

Financial Statement Findings

None noted.

Federal Award Findings and Questioned Costs

There were no findings or questioned costs in the prior year audit.
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WESTERN DAKOTA

TECHNICAL COLLEGE

March 20, 2025

Corrective Action Plan — FY 2025 Audit Findings
Name: Western Dakota Technical College

Federal EIN: 86-2647921

Audit Period: Year Ended June 30, 2025

Prepared By: Kathi Maxson, Director of Accounting
Date: March 20, 2026

AUDIT FINDINGS — We believe the unexpected death of WDTC's President and the resignation of the Vice
President of Finance and Operations in the fiscal year ending 6/30/25 contributed to the two findings on this
year’s audit.

Finding 2025-001 - Material Weakness: Year-End Financial Reporting

Condition: Material proposed journal entries were needed to adjust the financial statements to be materially
correct for financial reporting. Management also needed assistance with preparing the financial statements to

be in compliance with financial reporting standards.

Corrective Action Plan:

1) Strengthen Year-End Closing Procedures — Expand year-end closing checklist covering all required
reconciliations, reviews, and adjustments with full and complete details to ensure backup individuals are
able to complete necessary tasks. Assign responsibility for completing and reviewing each step, including
supervisory sign-off before finalizing financial data.

2) Monthly and Quarterly Review Controls — Ensure monthly reconciliations of key balance sheet accounts
and quarterly reviews of major revenue and expenditure categories are completed on a timely basis,
including the requirement that the Controller (or designee) review and sign off on all adjusting entries.

3) Internal Preparation of Financial Statements - Provide additional staff training in GASB and GAAP
financial reporting requirements. Implement internal preparation of draft financial statements prior to

auditor involvement.

4) Cross-train staff to ensure continuity during turnover or absences.

Responsible Personnel: Director of Accounting and Executive Vice President

Anticipated Completion Date: No later than June 30, 2026

Management’s Response:

Management agrees with the finding and will review its year-end accounting and internal control procedures
and implement improvements where practical. Training and enhanced review procedures will be implemented
to strengthen the accuracy and completeness of year-end financial reporting. With the two staff departures, the
remaining accounting staff lacked experience in preparing certain audit-level reports and therefore required
additional support from the auditors. The original plan was to hire a replacement after the new President

Western Dakota Technical College prepares students to be highly-skilled professionals through accessible, career-focused
programs to improve their lives, while adapting to community workforce needs and positively impacting our economy.
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assumed office in July 2025 with the understanding that that person would then conduct the search for the
replacement VP. However, the Vice President position was subsequently restructured and elevated to an
Executive Vice President role. The executive search process took longer than expected, and despite multiple
interviews, a suitable candidate was not identified in time to participate in the audit. An Interim Executive Vice
President has since been appointed, and an external accounting firm will be engaged as needed to assist staff in
preparing the financial statements for the next audit.

Finding 2025-002 - Significant Deficiency: Segregation of Duties

Condition: Due to turnover in the accounting and management staff, the College did not have adequate
segregation of duties in all areas, increasing the risk of errors or irregularities in financial reporting processes.

Corrective Action Plan:

1) Reassess and Designate Backup Responsibilities - Conduct a workflow assessment to identify gaps where
segregation of duties could be insufficient during periods of staff turnover. Assign backup roles within
the college so that no individual controls multiple steps in a transaction cycle (e.g., authorization,
custody, recordkeeping).

2) Hire outsourced accounting support to ensure segregation in high-risk processes during staffing
shortages.

3) Implement Compensating Controls - Where full segregation is not feasible, implement additional
supervisory reviews, dual approvals, and system-based access restrictions.

4) Designate backup management staff to review and approve bank reconciliations, journal entries, and
financial system access changes as needed.

5) Monitoring and Continuous Improvement - Quarterly evaluations of internal control assignments to
ensure proper segregation is maintained.

Responsible Personnel: Director of Accounting and Executive Vice President

Anticipated Completion Date: No later than June 30, 2026

Management’s Response: The College continues to evaluate its processes and controls and will implement
changes to improve its internal control structure where feasible. Without two key senior staff members, the
remaining accounting staff picked up additional duties on a temporary basis while the WDTC Board of Trustees
conducted an executive search to replace the President, with the understanding that that person would then
conduct the search for the replacement VP. This search took longer than anticipated and duty segregations were
not at recommended levels in some areas. Steps have been taken to expand segregation of duties with existing
staff. Additionally, will designate an outside accounting firm to provide additional support as needed.

Anticipated Correction Date: June 30, 2026






