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INDEPENDENT AUDITOR’S REPORT

To the Board of Park Commissioners
Beulah Park District
Beulah, North Dakota

Report on the Financial Statements

We have audited the accompanying modified cash basis financial statements of the
governmental activities, each major fund, and the aggregate remaining fund information of the
Beulah Park District, as of and for the year ended December 31, 2018, 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 to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require 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
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’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 on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our unmodified and qualified audit opinions.

Summary of Opinion Units

Opinion Unit Type of Opinion
Governmental Activities Qualified
General Fund Unmodified
Facilities Fund Unmodified
Wellness Center Fund Unmodified
Special Assessment Fund Unmodified

Basis for Qualified Opinion on Governmental Activities

Management has reported capital assets purchased prior to 2017 on a basis that is not in
accordance with accounting principles generally accepted in the United States of America, as
applied under the modified cash basis of accounting. See Note 1 for additional information. The
amount by which this departure would affect the assets, net position, and expenses of the
governmental activities has not been determined.

Qualified Opinion

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinion
on Governmental Activities” paragraph, the financial statements referred to above present fairly,
in all material aspects, the respective modified cash basis financial position of the governmental
activities of the Beulah Park District, as of December 31, 2018, and the respective changes in
modified cash basis financial position for the year then ended in accordance with the modified
cash basis of accounting described in Note 1.

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective modified cash basis financial position of each major fund and the aggregate
remaining fund information of the Beulah Park District, as of December 31, 2018, and the
respective changes in modified cash basis financial position 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 America. Our opinions are not modified with respect to this matter.

Other Matters

The listing of Park District officials has not been subjected to the auditing procedures applied in

the audit of the basic financial statements and, accordingly, we do not express an opinion or
provide any assurance on this schedule.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June
17, 2019 on our consideration of the Beulah Park District's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, 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 Beulah Park
District’s internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering Beulah
Park District’s internal control over financial reporting and compliance.

Torudy Ml

BRADY, MARTZ & ASSOCIATES, P.C.
BISMARCK, NORTH DAKOTA

June 17, 2019
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BEULAH PARK DISTRICT

STATEMENT OF NET POSITION — MODIFIED CASH BASIS

DECEMBER 31, 2018

ASSETS
Current assets:
Cash and cash equivalents

Non-current assets:

Capital assets (net of accumulated depreciation):

Land
Depreciable assets

Total non-current assets

Total assets

LIABILITIES
Current liabilities:
Payroll liabilities
Capital lease payable - current portion
Notes payable - current portion
Special assessments - current portion

Total current liabilities

Non-current liabilities:
Notes payable - non-current portion
Special assessments - non-current portion

Total non-current liabilities

Total liabilities

NET POSITION
Net investment in capital assets
Restricted for:
Wellness center
Special assessments
Unrestricted

Total net position

See Notes to the Financial Statements
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$ 832,777

1,501

7,976,216
7,977,717
8,810,494

1,867
9,079
100,384
3,818

115,148

5,893,263
11,454

5,904,717
6,019,865

1,959,719

618,498
56,451
155,961

$ 2,790,629



BEULAH PARK DISTRICT
STATEMENT OF ACTIVITIES — MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2018

Net (Disbursement)

Receipt and
Changes in
Program Receipts Net Position
Charges for Operating Grants Capital Grants
Disbursements Services and Contributions and Contributions Total
Governmental Activities:
Culture and recreation $ 1,043,705 $ 321,309 $ 8,652 $ 37,907 $ (675,837)
Interest on long-term debt 220,645 - - - (220,645)
Total governmental activities $ 1,264,350 $ 321,309 $ 8,652 $ 37,907 (896,482)
General Receipts:
Property taxes 323,718
Sales tax 332,282
State revenue sharing 64,917
Interest 316
Miscellaneous 6,629
Total general receipts 727,862
Change in net position (168,620)
Net position - beginning of year 2,959,249
Net position - end of year $ 2,790,629

See Notes to the Financial Statements
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BEULAH PARK DISTRICT

BALANCE SHEET — GOVERNMENTAL FUNDS — MODIFIED CASH BASIS

ASSETS
Cash and cash equivalents
Due from other funds

Total assets

LIABILITIES
Payroll liabilities
Due to other funds

Total liabilities

FUND BALANCES
Restricted for:
Wellness center
Special assessments
Committed
Unassigned

Total fund balances
Total liabilities and fund balances

DECEMBER 31, 2018

Wellness Special

General Facilities Center Assessments Total
$ 226,439 $ - 606,339 $ - $ 832,778
175,696 - 25,381 56,451 257,528
$ 402,135 $ - $ 631,720 $ 56,451 $ 1,090,306
$ 1,867 $ - $ - $ - $ 1,867
- 257,528 - - 257,528
1,867 257,528 - - 259,395
- - 618,498 - 618,498
- - - 56,451 56,451
- - 13,222 - 13,222
400,268 (257,528) - - 142,740
400,268 (257,528) 631,720 56,451 830,911
$ 402,135 $ - $ 631,720 $ 56,451 $ 1,090,306

See Notes to the Financial Statements
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BEULAH PARK DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
GOVERNMENT WIDE STATEMENT OF NET POSITION — MODIFIED CASH BASIS
DECEMBER 31, 2018

Total Governmental Funds Balance $ 830,911

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

Capital assets used in governmental activities are not financial
resources and therefore not reported in the fund. 7,977,716

Long-term liabilities not due and payable in the current period
and therefore are not included in the fund:

Capital lease payable (9,079)
Notes payable (5,993,647)
Special assessments (15,272)
Net position of governmental activities $ 2,790,629

See Notes to the Financial Statements
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BEULAH PARK DISTRICT
STATEMENT OF RECEIPTS, DISBURSEMENTS AND CHANGES IN FUND BALANCE - GOVERNMENTAL FUNDS — MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2018

Wellness Special
General Facilities Center Assessments Total
RECEIPTS
Taxes $ 262,250 $ 53,036 $ 332,282 $ 8,432 $ 656,000
State revenue sharing 64,917 - - - 64,917
Charges for services 311,779 9,530 - - 321,309
Grants and contributions 11,566 34,993 - - 46,559
Interest 316 - - - 316
Miscellaneous 2,939 - - 107 3,046
Total receipts 653,767 97,559 332,282 8,539 1,092,147
DISBURSEMENTS
Current:
Culture and recreation 527,698 118,513 199,677 - 845,888
Capital outlay - 35,000 2,179,166 - 2,214,166
Debt service:
Principal retirement 15,580 12,606 - 3,818 32,004
Interest 4,137 1,160 214,500 848 220,645
Total disbursements 547,415 167,279 2,593,343 4,666 3,312,703
Excess of receipts over (under) disbursements 106,352 (69,720) (2,261,061) 3,873 (2,220,556)
OTHER FINANCING SOURCES (USES)
Proceeds from long-term debt - - 2,027,371 - 2,027,371
Proceeds from the sale of equipment 3,568 15 - - 3,583
Total other financing sources (uses) 3,568 15 2,027,371 - 2,030,954
Excess of receipts and other sources
(uses) over (under) disbursements 109,920 (69,705) (233,690) 3,873 (189,602)
Fund balance (deficit) - January 1 290,348 (187,823) 865,410 52,578 1,020,513
Fund balance (deficit) - December 31 $ 400,268 $ (257,528) $ 631,720 $ 56,451 $ 830911

See Notes to the Financial Statements
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BEULAH PARK DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF RECEIPTS,
DISBURSEMENTS AND CHANGES IN FUND BALANCE TO THE GOVERNMENT WIDE
STATEMENT OF ACTIVITIES — MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2018

Net Change in Fund Balance - Total Governmental Funds $ (189,602)

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

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the costs of those assets is allocated
over their estimated useful lives as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current
period.

Current year capital outlay 2,214,166
Current year depreciation expense (197,817)

Debt proceeds provide current financial resources to
governmental funds, but issuing debt increases long-term
liabilities in the statement of net position.

Proceeds from notes payable (2,027,371)

Repayment of principal on long-term debt consumes the current
financial resources of the governmental funds. However, there is
no effect on net position. 32,004

Change in net position $ (168,620)

See Notes to the Financial Statements
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BEULAH PARK DISTRICT
STATEMENT OF ASSETS AND LIABILITIES — MODIFIED CASH BASIS — FIDUCIARY FUNDS
DECEMBER 31, 2018

Wellness Center
Foundation Fund

ASSETS

Cash and cash equivalents $ 259,282
LIABILITIES

Amounts held in custody for others $ 259,282

See Notes to the Financial Statements
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BEULAH PARK DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE1l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Beulah Park District was established under the laws of the State of North Dakota. The
accounting policy of Beulah Park District is to maintain the accounting records on a modified
cash basis, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles. The more significant of the government's accounting policies
are described below.

Reporting Entity

In evaluating how to define the District for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in
the reporting entity is made by applying the criteria set forth by the Governmental Accounting
Standards Board. The District has also considered all potential component units for which it is
financially accountable, and other organizations for which the nature and significance of their
relationship with the District are such that exclusion would cause the District's financial
statements to be misleading or incomplete. The Governmental Accounting Standards Board has
set forth criteria to be considered in determining financial accountability. These criteria include
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 financial burdens on the District. Based upon the
application of these criteria, the District is not includable as a component unit within another
reporting entity and the District does not have a component unit.

Basis of Presentation

The District's basic financial statements consist of government-wide statements, including a
statement of net position and a statement of activities, and fund financial statements which
provide a more detail level of financial information.

Government-wide Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement
of activities) report information on all of the non-fiduciary activities of the District. The effect of
interfund activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental receipts, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct disbursements of a
given function or segment is offset by program receipts. Direct disbursements are those that are
clearly identifiable with a specific function or segment. Program receipts include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
segments. Taxes and other items not properly included among program receipts are reported
instead as general receipts.
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BEULAH PARK DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2018

Separate financial statements are provided for the governmental funds. Major individual
governmental funds are reported as separate columns in the fund financial statements. The
government-wide financial statements do not include fiduciary funds that are fiduciary in nature.

Fund Financial Statements
The fund financial statements provide information about the District’'s funds. The emphasis of
fund financial statements is on major governmental funds, each displayed in a separate column.
All remaining governmental funds are aggregated and reported as non-major funds.
The District reports the following major governmental funds:
General - This is the District's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in

another fund.

Facilities - This fund is used to account for the accumulation of resources for
construction and maintenance of the District facilities in the city of Beulah, North Dakota.

Wellness Center — This fund is used to account for the receipts and disbursements
related to the construction of a new wellness center.

Special Assessments - This fund is used to account for property taxes levied for
payment of special assessments and the related payments made. This fund does not
qualify as a major fund, but since it is the only non-major fund, the District has chosen to
show it as a major fund.

Governmental Fund Types

Governmental Funds

The general fund accounts for all governmental financial resources, except for those required to
be accounted for in other funds.

Special revenue funds are used to account for and report the proceeds of specific revenue
sources that are restricted or committed to expenditure for specified purposes other than debt
service or capital projects. Special revenue funds of the District include the facilities fund and
special assessments fund.

Debt service funds are used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for principal and interest. The District does not have any
debt service funds.

Capital project funds are used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for capital outlays including the acquisition and
construction of district facilities and other capital assets. The Wellness Center fund is the only
capital project fund of the District.
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BEULAH PARK DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2018

Fiduciary Funds

The reporting focus of fiduciary funds is on net position and changes in net position. The
District’s fiduciary funds are agency funds. These agency funds are custodial in nature (assets
equal liabilities) and do not involve measurement of results of operations. The District’'s agency
fund consists of the following:

Wellness Center Foundation fund — This fund accounts for the financial transactions related to
the Wellness Center Foundation.

Measurement Focus/Basis of Accounting
Measurement focus is a term used to describe “how” transactions are recorded within the
various financial statements. Basis of accounting refers to “when” transactions are recorded

regardless of the measurement focus applied.

Measurement Focus

Government-wide financial statements

In the government-wide financial statements, the governmental activities are prepared using the
economic resources measurement focus within the limitations of the modified cash basis of
accounting.

Fund financial statements

In the fund financial statements, the current financial resources measurement focus or the
economic resources measurement focus as applied to the modified cash basis of accounting is
used as appropriate.

All governmental funds are accounted for using a flow of current financial resources
measurement focus. With this measurement focus, only current assets and current liabilities
generally are included on the balance sheet. The Statement of Receipts, Disbursements and
Changes in Fund Balances reports on the sources (i.e., receipts and other financing sources)
and uses (i.e., disbursements and other financing uses) of current financial resources during a
given period. These funds use fund balance as their measure of available spendable financial
resources at the end of the period.

Basis of Accounting

In the government-wide statement of net position and the statement of activities, governmental
activities are presented using the economic resources measurement focus, within the limitations
of the modified cash basis of accounting. This basis recognizes assets, liabilities, net position,
receipts and disbursements / expenses when they result from cash transactions with a provision
for depreciation in the government-wide statements. Long-term debt is also reported in the
government-wide statements. This basis is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America.

-14 -



BEULAH PARK DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2018

In the fund financial statements, the current financial resources measurement focus, as applied
to the modified cash basis of accounting, is used. All governmental funds utilize a current
financial resources measurement focus. Only current financial assets and liabilities are
generally included on their balance sheets. Their operating statements present sources and
uses of available spendable financial resources during a given period. These funds use fund
balance as their measure of available spendable financial resources at the end of the period.

As a result of the use of the modified cash basis of accounting, certain assets and their related
revenues (such as accounts receivable and revenue for billed or provided services not yet
collected) and certain liabilities and their related expenses (such as accounts payable and
expenses for goods or services received but not yet paid, and accrued expenses and liabilities)
are not recorded in these financial statements.

If the District utilized the basis of accounting recognized as generally accepted, the fund
financial statements for governmental funds would use the modified accrual basis of accounting.
All government-wide financials would be presented on the accrual basis of accounting.

Cash and Cash Equivalents

Cash and cash equivalents include amounts in demand deposits, savings, and money market
accounts with original maturities of less than 90 days, stated at cost.

Due From (To) Other Funds
Due from (to) other funds arise primarily as a result of a cash deficit in one or more funds.
Capital Assets

Capital assets are reported in the government-wide financial statements. Capital assets
acquired December 31, 2016 or earlier are recorded based upon their insured values as of
January 1, 2017, which is not in accordance with generally accepted accounting principles in the
United States, as applied under the modified cash basis of accounting. Additions made after
January 1, 2017 are recorded at cost. Improvements that significantly extend the useful life of
the asset are also capitalized. Donated capital assets are recorded at estimated acquisition
value at the date of donation.

The District’s capitalization policy is $5,000 and an estimated useful life in excess of one year or
more.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend the asset lives are not capitalized.

All capital asset additions are depreciated over their estimated useful lives on a straight-line
basis. The District has established the following useful lives:

Buildings and improvements 30 years

Machinery and equipment 7 years
Vehicles 7 years
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BEULAH PARK DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2018

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities fund type statement of net
position. In the fund financial statements, the face amount of debt issued is reported as other
financing sources. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service disbursements.

Fund Balance Classifications

Generally, fund balance represents the difference between current assets and current liabilities.
In the fund financial statements, the governmental funds report fund classification that comprise
a hierarchy based primarily on the extent to which the District is bound to honor constraints on
the specific purposes for which amounts in those funds are spent. Fund balances are classified
as follows:

Nonspendable — Fund balances that cannot be spent because they are either (a) not in
spendable form or (b) legally or contractually required to be maintained intact.

Restricted — Constraints are placed on the use of fund balances which are either (a) externally
imposed by creditors, grantors, contributors, or laws or regulations of other governments or (b)
imposed by law through constitutional provisions or enabling legislation.

Committed — Committed fund balances can only be used for specific purposes pursuant to
constraints imposed by formal action of the government’s highest level of decision-making
authority, the governing Board. Formal action is required to rescind a fund balance commitment.

Assigned — Assigned fund balances are amounts that are constrained by the government's
intent to be used for specific purposes, but are under the direction of the Board and the District’s
management.

Unassigned — Unassigned fund balances are those that have not been reported in any other
classification. The General Fund is the only fund that can report a positive unassigned fund
balance.

At December 31, 2018, the District only had restricted, committed, and unassigned fund
balances. Restricted fund balances were constrained by state laws related to specific tax
levies. Committed fund balances are set aside by the Board for the wellness center building.

Flow Assumptions — When there are restricted, committed, assigned, and unassigned resources

available for use in or for a particular fund or activity it is the District’s policy to use restricted
resources first, then committed, then assigned, then unassigned resources as they are needed.
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BEULAH PARK DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2018

Net Position

Net position represents the difference between assets and liabilities. Net positions are classified
in the following categories:

Net investment in Capital Assets — This amount consists of capital assets net of accumulated
depreciation and reduced by outstanding debt that is attributed to the acquisition, construction,
or improvement of the assets.

Restricted Net Position — This amount is restricted by creditors, grantors, contributors, or laws or
regulations of other governments.

Unrestricted Net Position — This amount is the net position that does not meet the definition of
“net investment in capital assets” or “restricted net position.”

Interfund Transactions

Quasi-external transactions are accounted for as receipts and disbursements. Transactions
that constitute reimbursements to a fund for disbursements/expenses initially made from it that
are properly applicable to another fund, are recorded as disbursements/expenses in the
reimbursing fund and as reductions of disbursements/expenses in the fund that is reimbursed.

All other interfund transactions, except quasi-external transactions and reimbursements, are
reported as transfers. Nonrecurring or nonroutine permanent transfers of equity are reported as
residual equity transfers. All other interfund transfers are reported as operating transfers.

Revenue Recognition - Property Taxes

The Mercer county treasurer acts as an agent to collect property taxes levied in the county for
all taxing authorities. Any material tax collections are distributed after the end of each month.
Property taxes are levied as of January 1. The property taxes attach as an enforceable lien on
half of the real estate taxes and all the current year special assessments and the second
installment is the balance of the real estate taxes. The first installment is due by March 15 and
the second installment is due by October 15. A 5% discount on property taxes is allowed if all
taxes and current year special assessments are paid by February 15. After the due dates, the
bill becomes delinquent and penalties are assessed.

Property taxes are limited by state laws. All District tax levies are in compliance with state laws.
Use of Estimates
The preparation of financial statements in conformity with the modified cash basis of accounting

requires management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates
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BEULAH PARK DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2018

NOTE 2 DEPOSITS

In accordance with North Dakota statutes, the District maintains deposits at the depository
banks 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
institution situated and doing business within the state. Deposits, other than with the Bank of
North Dakota, must be fully insured or bonded. In lieu of a bond, a financial institution may
provide a pledge of securities equal to 110% of the deposits not covered by insurance or bonds.

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 investment 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 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 any
other state of the United States or such other securities approved by the banking board.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits may
not be returned to it. Beyond what is stated in the North Dakota Century Code, the District does
not have a formal policy to further limit exposure to custodial credit risk.

The District maintains cash on deposit at various financial institutions. The amounts on deposit
are insured by the FDIC up to $250,000 per financial institution. At December 31, 2018, the
District had $542,358 of deposits in excess of FDIC insurance. All of the excess deposits were
covered by pledged securities held in the District's nhame and were not exposed to custodial
credit risk at December 31, 2018. Pledged collateral exceeded state requirements of 110% of
amounts in excess of FDIC insurance.

NOTE 3 INTERFUND RECEIVABLES AND PAYABLES

For the year ended December 31, 2018, the District had the following interfund receivable /
payable balances:

Fund Due From Due To
General Fund $ 175,696 $ -
Facilities Fund - 257,528
Wellness Center Fund 25,381 -
Non-major funds 56,451 -

$ 257,528 $ 257,528

The interfund balances are a result of deficit cash balances in multiple funds. They are not
expected to be repaid in the next year.
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BEULAH PARK DISTRICT

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

DECEMBER 31, 2018

NOTE 4 LONG-TERM LIABILITIES

The following changes have occurred in long-term liabilities of the District:

Balance Balance Due within

1/1/18 Increases Decreases 12/31/18 one year
Capital lease payable $ 17,802 $ - % (8,723) $ 9,079 $ 9,079
Notes payable 3,981,921 2,027,371 (15,645) 5,993,647 100,384
Special assessments 22,908 - (7,636) 15,272 3,818
Total $4,022,631 $2,027,371 $ (32,004) $6,017998 $ 113,281

The District had the following outstanding loans at year ended December 31, 2018:

Capital Lease Payable

$43,684 capital lease through John Deere Financial dated 5/13/2015.
Due in annual payments of $9,447.94, maturing 5/13/2020. Interest rate of 4.00%.
Payments are made out of the facilities fund.

Notes Payable

$20,000 notes payable through Union State Bank dated 11/16/2016.
Due in monthly installments of $360.40, maturing 12/06/2021. Interest rate of 3.00%.
Loan is secured by pickup. Payments are made out of the facilities fund.

$150,000 notes payable through Union State Bank dated 7/9/2013. Due in 9 annual
payments of $13,070.91 and one irregular last payment of $54,079.27, maturing
7/9/2023. Interest rate of 3.50%. Loan secured by all fixtures, accounts, and framed
building with porch at Beulah Bay. Payments are made out of the general fund.

$12,203 notes payable through Union State Bank dated 6/7/2017.
Due in monthly installments of $221.16, maturing 6/7/2022. Interest rate of 3.30%.
Loan is secured by bank lien on assets. Payments are made out of the general fund.

$6,500,000 notes payable through Union Bank dated 5/31/2017. Due in 24 monthly
interest payments ranging from $21,192 to $34,058 beginning on 7/15/2017 and
336 monthly payments of $33,076 beginning on 7/1/2019, maturing on 6/1/2047.
Variable interest rate of 4.25% until June 2022. The future variable rate will be
2.23% above the FHLB 5 year advance rate, and may change every 5th year
beginning in June 2022. Loan is secured by Wellness Center building.

Payments are made out of the Wellness Center Fund.

Total Notes Payable

Special Assessments

The special assessments are dated 2013. The assessments mature in 2023.
Interest rate is 3.91%. Payments are made out of the Special Assessment Fund.
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BEULAH PARK DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2018

Debt service requirements to maturity are as follows for the years ending December 31:

Capital Lease Notes Payable
Principal Interest Principal Interest
2019 $ 9079 $ 369 $ 100,384 $ 232,503
2020 - - 170,307 246,658
2021 - - 177,509 239,434
2022 - - 179,326 231,972
2023 - - 226,667 224,328
2024 - 2028 - - 992,398 992,182
2029 - 2033 - - 1,226,903 757,677
2034 - 2038 - - 1,516,822 467,757
2039 - 2043 - - 1,403,331 120,052

Totals _$ 9,079 $ 369 $5993,647 $3,512,563

Special Assessments Total
Principal Interest Principal Interest
2019 $ 3,818 $ 597 $ 113,281 $ 233,469
2020 3,818 448 174,125 247,106
2021 3,818 299 181,327 239,733
2022 3,818 149 183,144 232,121
2023 - - 226,667 224,328
2024 - 2028 - - 992,398 992,182
2029 - 2033 - - 1,226,903 757,677
2034 - 2038 - - 1,516,822 467,757
2039 - 2043 - - 1,403,331 120,052

$ 15272 $ 1,493 $6,017,998 $3,514,425

The cost of the capital lease is recorded under depreciable assets in the Statement of Net
Position at $33,198, less accumulated amortization (included in depreciation in the financial
statements) of $9,485.
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NOTES5 CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2018 was as follows:

Beginning Ending
Balance Additions Deletions Balance
Governmental Activities:
Capital assets, not being depreciated:
Land $ 1,501 $ - $ - $ 1,501
Construction in progress 4,131,871 - (4,131,871) -
Total capital assets not being depreciated 4,133,372 - (4,131,871) 1,501
Capital assets, being depreciated:
Buildings and improvements 1,191,275 6,240,603 - 7,431,878
Machinery and equipment 748,321 105,434 - 853,755
Vehicles 40,000 - - 40,000
Total capital assets being depreciated 1,979,596 6,346,037 - 8,325,633
Less accumulated depreciation for:
Buildings and improvements 39,709 74,379 - 114,088
Machinery and equipment 106,177 117,724 - 223,901
Vehicles 5,714 5,714 - 11,428
Total accumulated depreciation 151,600 197,817 - 349,417
Total capital assets being depreciated, net 1,827,996 6,148,220 - 7,976,216
Governmental capital assets, net $ 5,961,368 $ 6,148,220 $(4,131,871) $ 7,977,717

Depreciation expense of $197,817 was allocated to culture and recreation in the Statement of
Activities.

NOTE 6 FUND DEFICITS

The Facilities fund was in a deficit position of $257,528 at December 31, 2018. This deficit is
anticipated to be remediated by future revenues and/or fund transfers.

NOTE 7 PENSION PLAN

The District contributes to the City of Beulah pension plan, a defined contribution money
purchase pension plan. The plan provides for retirement benefits to plan members and
beneficiaries. Benefit and contribution provisions are administered in accordance with the terms
of the retirement plan. A publicly available financial report is issued that includes financial
statements and required supplementary information for the plan.

Plan members are not required to contribute any percentage of their annual covered salary.
The District is required to contribute 8% of the eligible employees' wages as determined by the
City of Beulah. The contribution requirements of plan members and the District are established
by the plan agreement. The District's required and actual contributions to the plan for the year
ended December 31, 2018 were $10,457.
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NOTE8 CHARGES FOR SERVICES

The following is a breakdown of the charges for services revenue in the Statement of Activities
for the year ended December 31, 2018:

Camping fees $ 112,524
Fitness fees 156,429
Recreation fees 34,300
Concession income 6,608
Rent income 3,500
Boat slip rentals 2,230
Shelter fees 1,230
Shower fees 1,176
Miscellaneous fees 3,312

$ 321,309

NOTE9 LEGAL COMPLIANCE —BUDGETS

The District's Board follows the procedures established by North Dakota law for the budgetary
process. By August 10th of each year, the preliminary budget is presented to the District's
Board for review and approval. The District's board holds public hearings and may maodify the
preliminary budget. The final budget must be adopted before October 7th and submitted to the
County Auditor by October 10th of each year. The current budget, except property taxes, may
be amended during the year for any revenues and appropriations not anticipated at the time the
budget was prepared. All appropriations lapse at year end. The District prepares its budget
and reports its governmental funds on the same basis of accounting.

For year ended December 31, 2018, budgets were not prepared by individual funds, so it is not
determinable if disbursements exceeded budgets in any of the funds.

NOTE 10 RISK MANAGEMENT

The District is exposed to various risks of loss related 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 for its general liability, auto and
public assets insurance coverage. The coverage by NDIRF is limited to losses of two million
dollars per occurrence for general liability and automobile coverage.
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The District also participates jointly with the City of Beulah in the North Dakota Fire and Tornado
Fund and the State Bonding Fund. The District pays an annual premium to cover property
damage to buildings and personal property. Replacement cost coverage is provided by
estimating replacement cost in consultation with the Fire and Tornado Fund. The Fire and
Tornado Fund is reinsured by a third-party insurance carrier for losses in excess of one million
dollars per occurrence during a 12-month period. The State Bonding Fund currently provides
the District with blanket fidelity bond coverage in the amount of $432,100. The District also has
workers' compensation with the North Dakota Workforce Safety and Insurance.

Settled claims resulting from these risks have not exceeded insurance coverage in any of the
past three fiscal years.

NOTE 11 SUBSEQUENT EVENTS
No significant events occurred subsequent to the District’'s year end. Subsequent events were

evaluated through June 17, 2019, which is the date these financial statements were available to
be issued.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Park Commissioners
Beulah Park District
Beulah, North 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 the governmental activities, each major fund, and the aggregate remaining fund
information of the Beulah Park District, as of and for the year ended December 31, 2018, and
the related notes to the modified cash financial statements, which collectively comprise the
District’s basic financial statements, and have issued our report thereon dated June 17, 2019,
which contained a qualified opinion on governmental activities. In our report, our opinion was
modified due to the District using a basis for reporting capital assets that is not in accordance
with generally accepted accounting principles in the United States of America, as applied under
the modified cash basis of accounting.

Internal Control Over Financial Reporting

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

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

-24 - Make Every Day Count |



Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that have not been identified. We did identify certain
deficiencies in internal control, described in the accompanying schedule of findings and
responses as 2018-001 and 2018-002 that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’'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 determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards and which are described in the accompanying schedule of findings and responses as
items 2018-003, 2018-004, and 2018-005.

Beulah Park District Responses to Findings

Beulah Park District’'s responses to the findings identified in our audit are described in the
accompanying schedule of findings and responses. Beulah Park District's responses were not
subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on them.

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 District’'s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Trud, Mar's

BRADY, MARTZ & ASSOCIATES, P.C.
BISMARCK, NORTH DAKOTA

June 17, 2019
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BEULAH PARK DISTRICT
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2018

2018-001: Financial Statements and Adjusting Entries Prepared by Auditor — Material
Weakness

Criteria

An appropriate system of internal control requires the District to determine that financial
statements are properly stated in compliance with the modified cash basis of accounting. This
requires the District's personnel to maintain knowledge of current accounting principles and
required financial statement disclosures.

Condition

The District’s personnel prepare periodic financial information for internal use that meets the
needs of the board. However, the District does not have internal resources to prepare full-
disclosure financial statements for external reporting. In addition, during our audit, adjusting
journal entries were proposed in order to properly reflect the financial statements in accordance
with the modified cash basis of accounting.

Cause

The District's internal controls have not been designed to address the specific training needs
that are required of its personnel to obtain and maintain knowledge of current accounting
principles, required financial statement disclosures, and maintenance of general ledger
accounts in accordance with the modified cash basis of accounting.

Effect

An appropriate system of internal controls is not present to make a determination that financial
statements and the related disclosures are fairly stated in compliance with the modified cash
basis of accounting. However, the District is aware of the deficiency and addresses it by
reviewing and approving the completed statements and journal entries prior to distribution to the
end users.

Recommendation

We recommend that the District reviews its current training system to determine if it is cost
effective for the entity to obtain this knowledge internally. Accounting personnel will need to
determine the proper balance in each general ledger account prior to the audit. As a
compensating control, the District should establish an internal control policy to document the
annual review of the financial statements and schedules and to review a financial statement
disclosure checkilist.

Views of Responsible Officials and Planned Corrective Action
The District will continue to look for ways to strengthen its internal control.
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BEULAH PARK DISTRICT
SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2018

2018-002: Segregation of Duties - Material Weakness

Criteria
Generally, an appropriate system of internal control has the proper separation of duties between
authorization, custody, record keeping and reconciliation functions.

Condition

There is not a system in place for accounting duties to be properly segregated between
authorization, custody, record keeping and reconciliation. Currently, one person is responsible
for all duties.

Cause
Size and budget constraints limit the number of personnel within the accounting department.

Effect

The design of the internal control over financial reporting could adversely affect the ability to
record, process, summarize, and report financial data consistent with the assertions of
management in the financial statements.

Recommendation

The District should consider if segregation of duties could be improved with respect to the
District's cash receipt and disbursement functions. The District should also consider if
monitoring controls could be improved.

Views of Responsible Officials and Planned Corrective Action
The District will review duties of employees and determine if it is cost effective to obtain this
expertise.
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SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED
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2018-003: Debt in Excess of North Dakota Century Code Limit

Criteria
North Dakota Century Code 21-03-06 limits the amount of indebtedness a Park District may
incur to one percent of the value of the taxable property in such Park District.

Condition
The Park District was in excess of one percent of their taxable property of indebtedness by
$5,906,505 as of December 31, 2018.

Cause
The Park District has not implemented policies and procedures to track indebtedness to ensure
compliance with North Dakota Century Code.

Effect
The Park District is not in compliance with North Dakota Century Code requirements.

Recommendation
We recommend the Park District implement policies and procedures to ensure total
indebtedness, less any revenue bonds issued does not exceed one percent of their taxable

property.

Views of Responsible Officials and Planned Corrective Action

The District is not in compliance with North Dakota Century Code 21-03-06 because of the loan
on the Wellness Center. The District will not be in compliance with NDCC 21-03-06 until the
loan is paid off.
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SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED
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2018-004: Designating Depositories

Criteria

North Dakota Century Code 21-04-13 requires the governing board to designate depositories of
public funds in January of each even-numbered year. In addition, the Park District should solicit
for proposals at this time and all proposals shall be opened in front of the Park Board in
accordance with North Dakota Century Code 21-04-14.

Condition
There was no solicitation of proposals for depositories and the Park Board did not approve a
financial institution for deposits until March 2018.

Cause
The Park District has not implemented policies and procedures to ensure compliance with
requirements of North Dakota Century Code.

Effect
The Park District is not in compliance with North Dakota Century Code requirements.

Recommendation

We recommend the Park District implement policies and procedures to ensure the proposal are
obtained for depositories and that the Park Board designates depositories at their January
meeting in every even-numbered year going forward.

Views of Responsible Officials and Planned Corrective Action
The District will implement procedures to be in compliance with the North Dakota Century Code
requirements.
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2018-005: Contents of Preliminary Budget

Criteria

North Dakota Century Code 40-40-05 requires the preliminary budget to include a “detailed
breakdown of the estimated revenues and appropriations requested for the ensuing year for the
general fund, each special revenue fund, and each debt service fund.”

Condition
The preliminary budget was not prepared for the Park District broken down by general fund,
each special revenue fund, and each debt service fund.

Cause
The Park District has not implemented policies and procedures to ensure the preliminary budget
is prepared in accordance with requirements by North Dakota Century Code.

Effect
The Park District is not in compliance with North Dakota Century Code requirements.

Recommendation
We recommend the Park District implement policies and procedures to ensure budget is
presented at the fund level.

Views of Responsible Officials and Planned Corrective Actions
The District will implement procedures to be in compliance with North Dakota Century Code
requirements.
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