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INDEPENDENT AUDITOR'S REPORT

Governing Beoard
Rice Lake Recreaticn Service District
Minot, North Dakota

Report on the Financial Statements

We have audited the accompanying modified cash basis financial
statements of each major fund of the Rice Lake Recreation Service
District, Minot, North Dakota, as of and for the year ended December 31,
2017, and the related notes to the financial statements, which
collectively comprise the district’s basic financial statements as
listed in the table of contents.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of
these financial statements in accordance with the modified cash basis of
accounting described in Note 1; this includes determining that the
modified cash basis of accounting is an acceptable basis for the
preparation of the financial statements in the circumstances.

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 opinions 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 and the
standards applicable te financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United
Srates. Those standards reguire that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are
free from material misstatement.

an audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgement, including the assessment of
the rizks 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 the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion con the effectiveness of the district's
internal control. Accordingly, we express no such opinion. BAn audit
also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting sstimates made by
management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have cbtained is sufficient and
appropriate to provide a basis for our audit opinions.



Opinions

In our opinieon, the financial statements referred to above present
fairly, in all material respects, the respective modified cash basis
financial position of each major fund of the Rice Lake Recreation
Service District, Minot, North Dakota, as of December 21, 2017, and the
respective changes in modified cash basis financial position; and where
applicable, cash flows thereof for the year then ended in accordance
with the modified cash basis of accounting described in Note 1.

Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes
the basis of accounting. The financial statements are prepared on the
modified cash basis of accounting, which is a basis of accounting other
than accounting principles generally accepted in the United States of
Zmerica. Our opinions are not modified with respect to this matter.

Other Reporting Reguired by Government Auditing Standards

In accordance with Government Auditing Standards, we have alsc issued
our report dated June 26, 2018 on our consideration of the district’s
internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is 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 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
district’'s internal control over financial reporting and compliance.

The Rice Lake Recreation Service District has not presented the
management’s discussion and analysis that accounting principles
generally accepted in the United States of America has determined is
necessary to supplement, although not required to be part of, the basic
financial statements.

Rath and Mehrer, P.C.
Bismarck, North Dakota

June 26, 2018



RICE LAKE RECREATION SERVICE DISTRICT
Minot, Morth Dakota

Statement of Met Position - Modified Cash Basis

December 31, 2017

Major Funds
Permanent
General Sewer Flood
Dperating Froject Control Total
ASSETS:
Cash 126, 786.00 170,451.18 5, 70465 302,941.83
=mnE === CCECEEREs=s======
LIABILITIES:
Long-Term Liabilities:
Due Within One Year:
General Obligation Bonds 169 ,672.13 169,672.13
gpecial Assessment Bonds Payable 142,000.00 142, 000.00
pue After One Year:
Bank Loanz Payable 181,722.01 431,724.14 613 ,453.15
Special Assessment Bonds Payable 1,294,000.00 1,294,000.00
Total Lisbilities 169,672.13 1,817, 729.01 631, T2h .14 2,219,125.28
MET POSITION:

Unrestricted (4£2,8856.13)  (1,447,277.83)  (426,0719.4%)  (1,916,183.45)

e S T e T T =

The accempanying notes are an integral part of these financial statements.



RICE LAKE RECREATION SERVICE DISTRICT
Minet, MNorth Dakota

Statement of Revenues, Expenses and Changes in Met Position - Modified Cash Basis

For the Year Ended December 31, 2017

Major Funds
Permanent
General Sewer Flood
Operating Project Control Total

Operating Revenue:
Special Assessments 125, 737.34 125, 737.34
Miscel laneous 1,677.85 1,677.85
Total Operating Revenue 127,415.19 127,415.19
Operating Expenses:
Waste Management - Refuse Charges 20,508.21 20,508.21
Verendye Electric - Utilities 10,679.00 10,679.00
Sewer Maintenance Contract 7,B00.00 7,800.00
Road Maintenance 31,910.00 31,910.00
Operational Expense 23,616.84 23,616.84
Total Operating Expenses 94,514.05 94,514.05
Operating Income 32,901.14 32,901.14
Non- rati Revenue (Expenses):
Interest Income 4681 L9862 12.74 B58.17
Special Assessments 168, B85.10 214,126.08 58,469.11 441,480.29
pebt Service - Interest Payments (6,095.06) (46,883.83) (18,096.10) (71,073.99)

- Administrative Fees (7,BB0.95) (19.90) (7,900.85)
Transfers In 15,314.95 16,200.00 31,514.95
Transfers Out (23,600.00) (7,916.95) 31,514.95)
Total Nen-Operating Revenue (Expenses) 139,537.85 175,174 .87 48,650.90 363 ,363.62
Change in Wet Position 172,438.99 175,174 .87 4B,650.90 306, 264 TG
Het Pesition - January 1 (215,325.12)  (1,622,452.70) (474 ,670.39) (2,312,448.21)
Het Position - December 31 (42,884.13)  (1,447,277.83)  (426,019.49)  (1,914,183.45)

The accompanying notes are an integral part of these financial statements.



RICE LAKE RECREATION SERVICE DISTRICT

Minot, Morth Dakota

statement of Cash Flows - Modified Cash Basis

For the Year Ended December 31, 2017

Ccash flows from operating activities:
Cash received from customers and users

Cash paid to suppliers and employees

Net cash provided (used) by
operating activities

Cash flows from noncapital financing
activities:
Trensfers In
Transfers Out

Net cash provided {used) by noncapital
financing activities

Cash flows from capital and related
finencing activities:

Special assessments

Principal payment on bank loans

Principal payment on general obligation bonds
Principal payment on special assessments bonds
Interest Payments

Administrative fees

Net cash provided (used) by capital
and related financing activities

Cash flows from investing activities:
Interest income

Net increase (decrease) n cash

Cash, Jamuary 1

Cash, December 31

Major Funds
Permanent
General Sewer Flood
Operating Project Control Total
127,415.19 127,415.19
(94, 514.05) {94,514.05)
32,901.14 32,901.14
15,314.95 16,200.00 31,514.95
(23,600.00) (7, 914.95) (31,574.95)
(23,600.00) 15,314.95 8,285.05
168,885.10 214,126.08 58,469.11 441 ,480.29
(29 ATB.T2) (73,160.19) (102,838.91)
(1569,672.14) (169, ,672.14)
(137,000.00) (137,000.00)
(6, 094.06) (456, 883.83) (18,094.10) (71,073.99)
(7,B80.95) (19.90) (7, 900.85)
(6,881.10) (7,317.42) (32,807.08) (47,005,560
346 _B1 498.62 12.74 858.17
2, Téh .85 8,496.15 (24 ,509.29) (13,245.29)
124,019.15 161,955.03 30,213.94 316,188.12
126, TB5.00 170,451.18 5,704.565 302,941.83

The accompanying notes are an integral part of these financial statements.
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RICE LAKE RECREATION SERVICE DISTRICT
Minot, Morth Dakota

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Rice Lake Recreation Service District
have been prepared on a modified cash basis, which is a basis of
accounting other than accounting principles generally accepted in the
United States of America (GAAP) as applied to government units. The
Government Accounting Standards Board (GASE) is the accepted
gtandard-setting body for establishing govermmental accounting and
financial reporting principles. The more significant of the
government's accounting policies are described below.

A. Financial Reporting Entity

For fimancial reporting purposes, the Rice Lake Recreation Service
District has included all funds and has considered all potential
component units for which the district is financially accountable, and
other organizations for which the mature and significance of their
relationships with the district are such that exclusion would cause the
district’s financial statements to be misleading or incomplete. The
Government Accounting Standards Board has set forth criteria to be
considered in determining financial accountability. This criteria
includes appointing a voting majority of an organization’s governing
body and (1) the ability of the district to impose its will on that
organization or (2) the potential for the organization to provide
specific financial benefits to, or impose specific finmancial burdens on
the digtrict.

Based on these criteria, there are no component units to be included
within the Rice Lake Recreation Service District as a reporting entity.

B. Fund Accounting

The distriect ugses funds to report on its financial position and the
results of its operations. Fund accounting is designed to demonstrate
legal compliance and to aid financial management by segregating
transactions related to certain government functions or activities.

A fund is a separate accounting entity with a self-balancing set of
accounts. The following funds are used by the district:

General Fund - The general fund is the general cperating fund of the
district. It is used to account for all financial resources except
those required to be accounted for in another fund.

Sewer Project Fund - The sewer project fund accounts for federal grants
and loans received for the construction of a sanitary sewer system and
the collection of special assessments to retire the related debt,

Permanent Flood Control - The permanent flood control fund will account
for loans and grants received for the construction of permanent flood
control and the collection of special assessments to retire the related

debt .




Note 2

C. Basis of Accounting

The financial statements are presented using a modified cash basis of
accounting. This basis recognizes assets, liabilities, net position,
revenues and expenses when they result from cash transactions. This
bagis is a basis of accounting other than accounting principles
generally accepted in the United States of America.

D. Cash

Cash includes amounts in demand deposits and money market accounts.

E. Fund Eguity

Net Position - Net position represents the difference between assets and
liabilities. Net position is reported as restricted when there are
limitations imposed on their use either through the enabling legislation
adopted by the service district or through external restrictions imposed
by creditors, grantors, contributors, or laws or regulations of other
governments (i.e., funds restricted by state statute, unspent bond
proceeds, grants earned but not spent or debt covenants. All other net
position is reported as unrestricted.

DERPOSTITS

In accordance with North Dakota Statutes, the district maintains
deposits at the depository hanks designated by the governing board. All
depositories are members of the Federal Reserve System.

Deposits must either be deposited with the Bank of North Dakota or in
other financial institutions situated and doing business within the
state. Deposits, other than with the Bank of Morth Dakota, must be
fully insured or bonded. In lieu of a bond, a fimancial institution may
provide a pledge of securities sgual to 110% of the deposits not covered
by insurance or honds.

Authorized collateral includes bills, notes or bonds issued by the
United States government, its agencies or instrumentalities, all bonds
and notes guaranteed by the United States government, Federal Land Bank
bonds, bonds, notes, warrants, certificates of indebtedness, insured
certificates of deposit, shares of investments companies registered
under the Investment Companies Act of 1940, and all other forms of
securities issued by the State of North Dakota, its boards, agencies or
instrumentalities or by any county, city, township, school district,
park district or any other political subdivision of the State of North
Dakota, whether payable from special revenues or supported by the full
faith and credit of the issuing body and bonds issued by another state
of the United States or other securities approved by the banking board.

At December 31, 2017 the district's carrying amount of deposits was
4302, 942 and the bank balance was $302,893. Of the bank balance,
4259, 690 was covered by Federal Depository Insurance. The remaining
balance of 543,203 was collateralized with securities held by the
pledging financial institution’s agent in the government's name,




Credit Risk

The district may invest idle funds as authorized in North Dakota
Statutes, as follows:

{1} Bonds, treasury bills and notes, or other securities that are a
direct obligation insured or guaranteed by, the treasury of the
United States, or its agencies, instrumentalities or
organizations created by an act of Congress.

(2) Securities sold under agreements to repurchase written by a
financial institution in which the underlying securities for the
agreement to repurchase are of the type listed above.

(3) Certificates of deposit fully insured by the federal deposit
insurance corporation.

{4) Obligations of the State.

Concentration of Credit Risk

The district does not have a limit on the amount the district may invest
in any one issuer.

Note 3 LONG-TEEM DEET
Changes in Long-Term Liabilities. During the year ended December 31,
2017, the following changes occurred in liabilities reported in the

long-term liabilities:

Balance Balance Dus Within
January 1 Increases Decreagses December 31 One Year

Bank Loans Tle,292 102,839 613,453

Gen. Obligation Bonds 339,344 169,672 169,672 169,672

Special Assm't Bonds 1,573,000 137,000 1,436,000 142,000

Total 2,628,636 409,511 2,219,128 311,672
-t T T T rr o 11 s 1 & — =+ +—++ + 0 0 0 b BRI —n— e —£_3 3% 3-§.3 8 3 |

Ceneral oObligation Debt. General cobligation debt is a direct cbligation
and pledges the full faith and credit of the govermment. The district
has issued general cbligation locans and bends to provide funds for floed
related expenses. General Obligation loans and bonds outstanding at
December 31, 2017, are as follows:

Bank Loans Favable

576,510 Bank Loan through United Community
Bank; interest is at 4.75%. 43]1,724.14

4243,713 Bank Loan through United Community
Bank; interest is at 4.75%. 181,72%.01

Total Bank Loans Payable 613,453 .15

EsEssSEREEEREES

These loans will be repaid as funds become available through the
collection of special assessments.
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Note 5

General Obligation Bonds

$518,344.27 General Obligation Bonds of 2012 due
in two installments of $169,672 on June 1, 2017
and Junes 1, 2018; interest is at 2.25%. 169,672.13

The annual requirements to amortize the cutstanding general cobligation
bond debt are as follows:

Year Ending
December 31 Principal Interest

2018 169,672.13 1,908.82

Special Assessment Debt. The district has issued special assessment
bonds to provide funds for the constructicn of a sanitary sewer system.
Special assessment bonds outstanding at December 31, 2017, are as
follows:

2,813,537 Sanitary Sewer System Improvement
Bonds of 2006 due in annual installments of
£142,000 to 5$178,000 through September 2026;
interest is at 2.5%. 1,436,000.00

The annual requirements to amortize the outstanding special assessment
bond debt are as follows:

Year Ending

December 31 Principal Interest
2018 142,000.00 i5,500.00
2019 146,000 .00 32,350.00
2020 150, 000.00 28,700.00
2021 155,000.00 24,950.00
2022 158, 000.00 21,075.00

2023-2026 &85, 000.00 43,375.00
Total 1,436,000.00 186,350.00
17 0 § & &+t 1+ m=mEmEOEsEEFEEEEE

TRANSFERS

47,400.00 was transferred from the general fund to the sewer project
fund, £16,200 was transferred from the general fund to the permanent
flood control fund and §7,914.9%5 wag transferred from the permanent flood
control fund te the sewer project fund. These transfers were made to
subsidize the annual debt service payments.

RISK MANAGEMENT

The Rice Lake Recreation Service District is exposed to various risks of
loss relating to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters.

In 1986, state agencies and political subdivisions of the State of North
Dakota joined together to form the North Dakota Insurance Reserve Fund
(NDIRF), a public entity risk pool currently operating as a common risk
management and insurance program for the state and over 2,000 political
subdivisions. The district pays an annual premium to NDIRF for its
general liability insurance coverage. The coverage by WDIRF ig limited
to losses of 52,000,000 per occurrence for general liability.

10




Kath & Mehrer, P.C.

Certified Public Accountants

Jayson Rath, CPA 425 North Fifth Street
Ken Mehrer, CPA Bismarck, ND 58501
Bryce Fischer, CPA Phone 701-258-4560

Fax 701-258-4583

REPORT ON INTERNAL CONTEOL 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 EEFORT

Governing Board
Rice Lake Recreation Service District
Minot, MNorth Dakota

We have audited, in accordance with the auditing standards generally
accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States, the financial statements
of each major fund of the Rice Lake Recreation Service District, Minot
North Dakota, as of and for the year ended December 31, 2017, and the
related notes to the financial statements, which collectively comprise
the district’s basic financial statements, and have issued our report
thereon dated June 26, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we
considered the district’s internal control over finmancial reporting
{internal control) to determine the audit procedures that are
appropriate in the ¢ircumstances 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 district’s internal
control. Accordingly, we do not express an opinion on the effectiveness
of the district’s internal control.

A deficiency in intermal control exists when the design or operation of
a control does not allow management or employees, in the normal course
of performing their assigned functions, to prevent, or detect and
correct, misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in intermal control, such
that there is a reascnable possibility that a material misstatement of
the district’'s financial statements will not be prevented, or detected
and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in intermal control that
is less severe than a material weakness, yet important encugh to merit
attention by those charged with governance.

Our consideration of intermal control was for the limited purpose
described in the first paragraph of this section and was not designed to
identify all deficiencies in intermnal control that might be material
weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not
identified. Given these limitations, during our audit we did not
identify any deficiencies in intermal control that we consider to be
material weaknesses. However, material weaknesses may exist that have
not been identified. We did identify certain deficiencies in internal
control, described in the accompanying schedule of findings and
responses as items II-1 and II-2, that we consider to be significant
deficiencies.

11




Compliance and Other Matters

As part of cbtaining reasonable assurance about whether the district's
financial statements are free of 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 determination of financial statement
amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

District’s Response to Findings

The district's response to the findings identified im our audit are
described in the accompanying Schedule of Findings and Responses. The
district's response was not subjected to the auditing procedures applied
in the audit of the financial statements and, accordingly, we express no
opinion on it.

Purposa 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
district's internal control or on compliance. This is an integral part
of an audit performed in accordance with Govermment Auditing Standards
in comsidering the district’s internal control and compliance.
Accordingly., this communication is not suitable for any other purpose.

Rath and Mehrer, B.C.
Bismarck, North Dakota

June 26, 2018
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RICE LAKE RECREATION SEEVICE DISTRICT
Minot, North Dakota

Schedule of Findings and Responses
For the Year Ended December 31, 2017
SECTION I - SUMMARY OF AUDIT RESULTS:
Financial Statements

Type of Auditor’s Report Issued:
Major Funds Unmodified-Modified Cash Basis

Internal control over financial reporting:
* Material weakness(es) identified? _ ¥es X Mo
» Significant deficiency(ies) identified? X Yes None Reported

Noncompliance Material te financial
statements noted? Yes X HNo

SECTION II - FINANCIAL STATEMENT FINDINGS:

Significant Deficiencies
1. Segregation of Duties

Condition: The district has one person responsible for most
accounting functions.

Criteria: There should be gufficient accounting personmnel so
duties of employees are segregated. The segregatiomn of duties
would provide better control over assets of the district.

Effect: There is no segregatiocn of duties as one employee is
responsible to collect monies, deposit monies, issue checks, send
checks to vendors, record receipts and disbursements in journals,
maintain the general ledger and prepare financial statements.

This increases the risk of misstatement of the district’'s financial
condition.

Recommendation: Due te the size of the district, it is not feasible
to obtain proper separation of duties and no recommendation will

be made.

client Response: No response is considered necessary.

13




Financial Statement Preparation

Condition: The district's financial statements as of December 31,
2017 are prepared by the district’s extermal auditors.

Criteria: A good system of internal controls reguires the
district to determine that the financial statements are prepared
based on accounting principles generally accepted in the United
states of America. This means that the district must maintain
knowledge of current accounting principles and required financial
statement disclosures.

Effect: A control system is not in place to determine that the
financial statements are properly stated and in compliance with
accounting principles generally accepted in the United States
aof America.

Recommendation: We recommend the district obtain the necessary
knowledge of current accounting principles to prepare financial
statements or outsource the preparation of its finmancial statements.

client Response: It is not cost effective for the district
to prepare its own financial statements.
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