BOWMAN PARK AND RECREATION
BOWMAN, NORTH DAKOTA

AUDIT REPORT

EXAMINATION FOR THE FISCAL
YEAR ENDED DECEMBER 31, 2018

JAMES J. WOSEPKA, PC
CERTIFIED PUBLIC ACCOUNTANT
BEACH, NORTH DAKOTA



BOWMAN PARK AND RECREATION
BOWMAN, NORTH DAKOTA

TABLE OF CONTENTS

INDEPENDENT AUDITOR'S REFORT
FINANCIAL STATEMENTS

Statement of Net Position

Statement of Activities

Balance Sheet - Governmental Funds

Statement of Revenues, Expenditures, and Changes in Fund
Balances - Governmental Funds

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Government Funds
to the Statement of Activities

Notes to the Financial Statements
REQUIRED SUPPLEMENTARY INFORMATION

Schedule of Revenues, Expenditures, and Change in Fund
Balances - Budget to Actual - General Fund

Notes to Required Supplementary Information

SUPPLEMENTARY INFORMATION

Schedule of Revenues, Expenditures, and Changes in Fund
Balances - Budget to Actual - Capital Project Funds

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF THE GENERAL
PURPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

10
11-23
24

25
26 -27

28

29

30 - 31



PO Box 970 PO Box 602

41 Central Ave S 115 N Main, Suite B
Beach, ND 58621-0970 Baker, MT 59313-0602
Phone: 701-B72-4321 Phone: 406-778-2816
Fax: 701-872-4320 Fax: 406-778-2866

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Bowman Park and Recreation
Bowman, North Dakota 58623

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities,
each major fund, and the aggregate remaining fund information of the Bowman Park and
Recreation, Bowman, North Dakota, as of and for the year ended December 31, 2018,
and the related notes to the financial statements, which collectively comprise the Park
and Recreation’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is respensible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United
States of America; this includes 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 accouniing policies used and the
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reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, each major fund,
and the aggregate remaining fund information of the Bowman Park and Recreation,
Bowman, North Dakota, as of December 31, 2018, 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.
Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
required supplementary information such as Management's Discussion and Analysis
(omitted), the Budgetary Comparison information and the schedules relating to pensions
on pages 24 — 27, 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 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.

Management has omitied the management’s discussion and analysis that accounting
principles generally accepted in the United States of America require to be presented to
supplement the basic financial statements. Such missing information, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards
Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financial statements is not affected by this missing information.



Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Bowman Park and Recreation's basic financial statements.
The accompanying supplementary information, such as the combining and individual
nonmajor fund financial statements on pages 28 - 29, are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The accompanying supplementary 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. Such information 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 o the
underlying accounting and other records used {o 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 accompanying supplementary information is fairly stated, in all
material respects, in relation to the basic financial statements as a whole.

The accompanying other information 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 it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Audifing Standards, we have also issued our report
dated May 22, 2019 on our consideration of the Bowman Park and Recreation’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 resulis 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 Bowman Park and Recreation's internal control over financial reporting and
compliance.

James J. Wosepka, PC

Beach, North Dakota K 4
May 22, 2019



BOWMAN PARK & RECREATION
STATEMENT OF NET POSITION

December 31, 2018

ASSETS

Cash and cash equivalents
Taxes/assessments receivable
Due from other governments

Total Assets
DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Accounts payable
Noncurrent liabilities:

Due within one year

Due in more than one year

Total Liabilities
DEFERRED INFLOWS OF RESOURCES

NET POSITION
Unrestricted

Total Net Position

See accompanying notes to financial statements.

Governmental
Activities

5 203,776
9,545
58,348
$ 271,669
3 87,727
% 22,626
136,074
5 158,700
$ 7,172
$ 193,524
$ 103,524




BOWMAN PARK & RECREATION
STATEMENT OF ACTIVITIES
FISCAL YEAR ENDED DECEMBER 31, 2018

Net (Expense) Revenue and

Program Revenues Changes in Net Position
Charges for Operating
Services, Fines, Grants and Governmental

FunctionsIPrograms Expenses Forfeitures, etc. Contributions Activities
Governmental activities:

Culiure and recreation 5 498,232 % 135792 § - 5 {362,440)
Capital outlay - - - -

Total governmental activities L 498,232 § 135,792 % - (362,440)

General revenues:
Property taxes 43,881

State/local shared revenue

131,681

Unrestricted investment earnings 1,367
Miscellanecus 17,991
Total general revenues 194,920

Change in net position {167,520}

Total net position - January 1, 2018 361,044
Total net position - December 31, 2018 ) 183,524

See accompanying notes to financial statements.
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BOWMAN PARK & RECREATION
BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2018

Major Fund Total
Governmental
Description General Park & Rec Funds
ASSETS
Cash and cash eqguivalents 5 116,632 § 87,144 % 203,776
Taxfassessment receivable 8,418 1,127 9,545
Due from other governments 48,397 8,951 58,348
Total Assets 174,447 97,222 271,669
LIABILITIES
Accounts payable 18,049 4,577 22,626
Total Liabilities 18,049 - 4,577 22,626
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue-property taxes 8,418 1,127 9,545
FUND BALANCES
Restricted - - -
Assigned - 91,518 91,518
Unassigned 147,980 - 147,980
Total fund balances 147 980 91,518 239,498
Total liabilities, deferred inflows of resources, and
fund balances ] 174,447 & 97,222
Amounts reported for governmental activities in the statement of net
position is different because:
Certain property tax colleclions are not available to pay current-period
expenditures and therefore are reported as deferred inflows of resources in the funds. 2,373
Long-term iiabilities, including bonds and pensions payable, are not due and payable
in the eurrent period and therefore are not reported in the funds. (48,347)
Total Net Position - Governmental Funds 5 193,524

See accompanying notes to financial statements.



BOWMAN PARK & RECREATION
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FISCAL YEAR ENDED DECEMBER 31, 2018

Major Fund Total
Governmental
Description General Park & Rec Funds
REVENUES
Taxes/assessments 3 159,168 § - 3 159,169
Intergovernmental revenues 108,402 23,279 131,681
Charges for services 135,792 - 135,792
Miscellaneous 17,991 - 17,991
Investment and royalty earnings 1,367 - 1,367
Total Revenues 422,721 23,279 446,000
EXPENDITURES
Current:
Culture and recreation 472,533 9,025 481,558
Capital outlay - - -
Total Expenditures 472,533 9,025 481,558
Excess (deficiency} of revenues over
expenditures {49,812) 14,254 (35,558}
OTHER FINANCING SOURCES (USES):
Transfers in - - .
Transfers out - - -
Total other financing sources (uses} - - -
Net change in fund balances (49,812) 14,254 {35,558)
Fund balances - January 1, 2018 197,792 77,264 275,056
Fund balances - December 31, 2018 3 147,980 § 91,518 % 238,498

See accompanying notes to financial statements.



BOWMAN PARK & RECREATION
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FISCAL YEAR ENDED DECEMBER 31, 2018

Net change in fund balances - total governmental funds {page 9) $ (35,558)
Amounts reported for governmental activities in the Statement of Activilies (page 7) are
different because:

In the Statement of Activities, the loss or gain on the sale or disposal of capital assets is
recognized. Ownership of assets purchased are transferred to the City of Bowman -

Revenues in the Statement of Activities that do not provide curmrent financial resources are
not reported as revenues in the funds: {115,288)

Some expenses reported in the Statement of Activities do not require the use of
current financial resources and therefore are not reperted as expenditures in
governmental funds

Accrued compensated absences 552
Net change in pension liahility {17,226)
Change in Net Position in Governmental Activities $ (167,520)

See accompanying notes to financial statements.
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BOWMAN PARK AND RECREATION
BOWMAN, NORTH DAKOTA

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2018

Summary of Significant Accounting Policies

Bowman Park and Recreation operates under a commission form of government.
The basic financial statements of Bowman Park and Recreation (the District) have
been prepared in conformity with generally accepted accounting principles (GAAP)
as applicable to government units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing
governmental accounting financial reporting principles. The District’s significant
accounting policies are described below.

Reporting Entity

The District is governed by an elected Board of Directors. The District's basic
financial statements include the accounts of all District operations. The criteria for
including organizations within the District's reporting entity as set forth in GASB
No. 14, “The Financial Reporting Entity”, is financial accountability. Financial
accountability is defined as appointment of a voting majority of the component
unit's board and either the ability to impose will by the primary government or the
possibility that the component unit will provide a financial benefit to or impose a
financial burden on the primary government.

There are no component units {o be included with the District as reporting entities.

Basic Financial Statements
In accordance with GASB Statement No. 34 (Basic Financial Statements and

Management’s Discussion and Analysis for State and Local Governments), the
basic financial statements include both government-wide and fund financial
statements.

The Govemment-wide financial statements (Statement of Net Position and
Statement of Activities) report on the District as a whole, excluding fiduciary
activities. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities
which rely to a significant extent on fees and charges for support. All activities,
both governmental and business-type, are reported in the government-wide
financial statements using the economic resources measurement focus and the
accrual basis of accounting, which includes long-term assets and receivables, as
well as long-term debt and obligations. The government-wide financial statements
focus more on the sustainability of the District as an entity and the change in
aggregate financial position resulting from the activities of the fiscal period.

Generally, the effect of interfund activity has been removed from the government-
wide financial statements.

11



Summary of Significant Accounting Policies — coni.
Basic Financial Statements — cont.

The Government-wide Statement of Net Position reports all financial and capital
resources of the District. It is displayed in a format of assets less liabilities equal
net position with the assets and liabilities shown in order of their relative liquidity.
Net position is required to be displayed in three components: 1) net investment in
capital assets, 2) restricted, and 3) unrestricted. Net investment in capital assets
is capital assets net of accumulated depreciation and reduced by outstanding
baiances of any bonds, mortgages, notes or other borrowings that are attributable
to the acquisition, construction, or improvement of those assets.

Restricted net position is those with constraints placed on their use by either: 1)
externally imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulations of other governments, or 2) imposed by law
through constitutional provisions or enabling legislation. All net position, not
otherwise classified as restricted, is shown as unrestricted. Generally, the District
would first apply restricted resources when an expense is incurred for purposes for
which both restricted and unrestricted net position is available.

The Government-wide Statement of Activities demonstrates the degree to which
both direct and indirect expenses of the various functions and programs of the
District are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or identifiable activity. Indirect expenses for
administrative overhead are allocated among the functions and activities using a
full cost allocation approach and are presented separately to enhance
comparability of direct expenses between governmenis that allocate direct
expenses and those that do not. Interest on general long-term debt is not
allocated to the various functions. Program revenues include: 1) charges to
customers or users who purchase, use, or directly benefit from goods, services, or
privileges provided by a particular function or program, and 2) grants and
conitributions that are restricted to meeting the operational or capital requirements
of a particular function or program. Taxes, unrestricted investment income, and
other revenues, not identifiable with particular functions or programs, are included
as general revenues. The general revenues support the net costs of the functions
and programs not covered by program revenues.

Also part of the basic financial statements are fund financial statements for
governmental funds. The focus of the fund financial statements is on major funds
as defined by GASB Statement No. 34. Although this reporting model sets forth
minimum criteria for determination of major funds (a percentage of assets,
liabilities, revenues, or expenditures/expenses of fund category and of the
governmental and enterprise funds combined), it also gives governments the
option of displaying other funds as major funds. Other non-major funds, as well as
the internal service funds, are combined in a single column on the fund financial
statements.
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Summary of Significant_Accounting Policies — cont.
Basic Financial Statements — cont.

The District reports the following major governmental funds:

General Fund — This fund reports the primary fund of the District. This fund
is used to account for all financial resources not reported in other funds.

Park and Recreation Fund — This fund is used for capital improvements.

Measurement Focus and Basis of Accounting

The governmental fund financial statements are prepared on a current financial
resources measurement focus and modified accrual basis of accounting. To
conform to the modified accrual basis of accounting, certain modifications must be
made to the accrual method. These modifications are outlined below:

A. Revenue is recorded when it becomes both measurable and
available (received within 60 days after year-end). Revenue
considered susceptible to accrual includes property taxes, sales and
use taxes, transient occupancy taxes, licenses, fees and permits,
intergovernmental revenues (including motor vehicle license fees),
charges for services, fines, forfeits, and penalties and interest.

B. Expenditures are recorded when the related fund liability is incurred.
Principal and interest on general long-term debt are recorded as fund
liabilities when due, or when amounts have been accumulated in the
debt service fund for payments to be made early in the following

year.

C. Disbursements for the purchase of capital assets providing future
benefits are considered expenditures. Bond proceeds are reported
as an other financing source.

With this measurement focus, operating statements present increases and
decreases in net current assets and unreserved fund balance as a measure of
available spendable resources.

This is the traditional basis of accounting for governmental funds and also is the
manner in which these funds are normally budgeted. This presentation is deemed
most appropriate to: 1) demonstrate legal and covenant compliance, 2)
demonstrate the sources and uses of liquid resources, and 3) demonstrate how
the District's actual revenues and expenditures conform to the annual budget.
Since the governmental funds financial statements are presented on a different
basis than the governmental activities column of the government-wide financial
statements, a reconciliation is provided immediately following each fund
statement. These reconciliations briefly explain the adjustments necessary to
transform the fund financial statements into the governmental activities column of
the government-wide financial statements.
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Summary of Significant Accounting Policies — cont.

Capital Assets
The District owns no capital assets. All assets belong to the City of Bowman.

Taxes and Assessments
An allowance for uncollectible accounts was not maintained for real and personal
property taxes receivable. The direct write-off method is used for these accounts.

interfund Transactions

Quasi-external transactions are accounted for as revenues or expenditures.
Transactions that constitute reimbursements to a fund for disbursements initially
made from it that are properly applicable to another fund are recorded as

disbursements in the reimbursing.

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

Encumbrances

Encumbrance accounting is used for the General Fund, Special Revenue Funds,
and Capital Projects Funds. Encumbrances are recorded when purchase orders
are issued, but are not considered expenditures until liabilities for payments are
incurred. Encumbrances are reported as a reservation of fund balance on the
balance sheet. Encumbrances do not lapse at the close of the fiscal year, but are
carried forward as reserved fund balance until liquidated.

Net Position

In the government-wide fund statements, net position is reported in three
components — net investment in capital assets, restricied, and unrestricted. Net
investment in capital assets consists of capital assets, net of accumulated
depreciation, and reduced by the outstanding balances of any bonds or notes
issued to acquire, construct, or improve those assets. Resiricted net position is
reported when constraints placed on net position use are either externally imposed
by creditors (such as through debt covenants), grantors, contributors, or laws or
regulations of other governments or by enabling legislation. Unrestricted net
position is net position that does not meet the definition of either of the first two
categories of net position.

Deferred QOutfiows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a
separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of
net position that applies to a future period(s) and so will not be recognized as an
outflow of resources (expense/expenditure) until then.
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Summary of Significant Accounting Policies — cont.

Deferred Qutflows/inflows of Resources — cont.

In addition to liabilities, the statement of financial position will sometimes report a
separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of net
position that applies to a future period(s) and so will not be recognized as an inflow
of resources (revenue) until that time.

Fund Balances — Governmental Funds
As of December 31, 2018, fund balances of the governmental funds are classified

as follows:

Non-spendable — amounts that cannot be spent either because they are in
non-spendable form or because they are legally or contractually required to
be maintained intact.

Restricted — amounts that can be spent only for specific purposes because
of constitutional provisions, charter requirements or enabling legislation or
because of constraints that are externally imposed by creditors, grantors,
contributors, or the laws or regulations of other governments.

Committed — amounts that can be used only for specific purposes
determined by a formal action of the District. The District's board is the
highest level of decision making authority for the District. Commitments
may be established, modified, or rescinded only through ordinances or
resolutions approved by the District's board.

Assigned — amounts that do not meet the criteria to be classified as
restricted or committed but that are intended to be used for specific
purposes. Under the District’'s adopted policy, only the District's board may
assign amounts for specific purposes.

Unassigned — all other spendable amounts.

As of December 31, 2018, fund balances are composed of the following:

Total
General Governmental
Fund Park & Rec Funds
Assigned:
Capital Projects $ - 5 91,518 % 91,518
Unassigned Funds: 147,980 - 147,980
Total fund balances $ 147,980 § 91,518 $ 239,498
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Summary of Significant Accounting Policies — cont.

Fund Balances — Governmental Funds — cont.

When an expenditure is incurred for purposes for which both restricted and
unrestricted fund balances are available, the District considers restricted funds to
have been spent first. When an expenditure is incurred for which committed,
assigned, or unassigned fund balances are available, the District considers
amounts to have been spent first out of committed funds, then assigned funds,
and finally unassigned funds, as needed, unless the Board has provided otherwise
in its commitment or assignment actions.

Cash and Cash Equivalents

The District maintains a cash pool for all funds under the control of the District
Clerk. Cash includes cash and cash items of checking and savings deposits. The
composition of cash on December 31, 2018 was as follows:

Cash

Cash in Banks
Demand and Savings Deposits $ 203,776

Deposits - At year-end, the carrying amount of the District's deposits was
$203,222 and the bank balance was $205,186. These deposits include demand
and savings deposits. Of the bank balance, all was covered by Federal
Depository Insurance.

Custodial credit risk for deposits is the risk that in the event of a bank failure, the
District's deposits may not be returned or the District will not be able to recover
collateral securities in the possession of an outside party.

North Dakota statutes require that the District obtain pledged securities for the
uninsured portion of the deposits equal to 110% of such deposits. The amount of
collateral held for District deposits at December 31, 2018 exceeded the amount
required by state statutes.

State statues authorize local governments to invest in: a) Bonds, treasury bills,
and notes or other securities that are a direct obligation of, or an obligation insured
or guaranteed by the Treasury of the United States or its agencies,
instrumentalities, or organizations created by an act of Congress, b) 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,
¢) Certificates of Deposit fully insured by the Federal Deposit Insurance
Corporation or the state, d) Certificates of Deposit, savings deposits, or other
deposits fully insured or guaranteed by the Federal Deposit Insurance Corporation
and placed for the benefit of the public depositor by a public depository through an
appropriate deposit placement service as determined by the Commissioner of
Financial Institutions, e) State and local securities, and f) Commercial paper
issued by a United States corporation rated in the highest quality category by at
least two nationally recognized rating agencies and matures in two hundred

seventy days or less.
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Taxes Receivable
Taxes receivable consist of delinquent uncollected taxes at December 31.

Property tax revenue is recognized in compliance with National Council on
Government Accounting (NCGA) Interpretation 3, "Revenue Recognition-Property
Taxes". This interpretation states that property tax revenue is recorded when it
becomes available. Available means then due, or past due and receivable within
the current period and collected within the current period, or expected to be
collected soon enough thereafter to be used to pay liabilities of the current period.
Such time thereafter shall not exceed 60 days. Since no material taxes are
collected within the time period, taxes receivable are recorded as deferred inflow
of resources.

Property taxes attach as an enforceable lien on property on January 1. A 5%
reduction is allowed if paid by February 15th. Penalty and interest are added
March 1st unless the first half of the taxes has been paid. Additional penalties are
added October 15th if not paid. Taxes are collected by the County and usually
remitted monthly to the District.

Due from County Treasurer
The amount due from the County Treasurer consists of the cash on hand for taxes
and speciail assessments collected but not remitted to the District at December 31.

Unearned Revenues

Unearned revenues consist of amounts for which asset recognition criteria have
been met, but for which revenue recognition criteria have not been met. Under the
modified accrual basis of accounting, such amounts are measurable, but not

available.

Compensated Absences

The District’'s policy on vacation days is that an employee earns vacation days
during each 12 month period beginning with the anniversary date of employment.
A maximum of 22 vacation days may be carried from one year to the next.

Sick leave is also accrued with a maximum of 60 days for full-time employees and
42 days for part-time employees to be carried forward.

Current year activity with compensated absences is as follows:

Prior Year Current Year
Balance Earned Used Balance
§ 4,729 § - 5 552 § 4,177

Risk Management

The District participates in the North Dakota Insurance Reserve Fund, North
Dakota Fire and Tornado Fund, and the North Dakota Worker's Compensation
Bureau to control their risk of loss. There have been no settled claims that
exceeded the insurance coverage in any of the past three fiscal years.
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Pension Plan
Notes to the Financial Statements for the Year Ended December 31, 2018

Summary of Significant Accounting Policies

Pensions. For purposes of measuring the net pension liability, deferred outflows of
resources and deferred inflows of resources related to pensions, and pension
expense, information about the fiduciary net position of the North Dakota Public
Employees Retirement System (NDPERS) and additions tof/deductions from
NDPERS’ fiduciary net position have been determined on the same basis as they
are reported by NDPERS. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with
the benefit terms. Investments are reported at fair value.

General Information about the Pension Plan
North Dakota Public Employees Retirement System (Main System)

The following brief description of NDPERS is provided for general information
purposes only. Participants should refer to NDCC Chapter 54-52 for more

complete information.

NDPERS is a cost-sharing multiple-employer defined benefit pension plan that
covers substantially all employees of the State of North Dakota, its agencies and
various participating political subdivisions. NDPERS provides for pension, death
and disability benefits. The cost to administer the plan is financed through the
contributions and investment earnings of the plan.

Responsibility for administration of the NDPERS defined benefit pension plan is
assigned to a Board comprised of nine members. The Board consists of a
Chairman, who is appointed by the Governor; one member appointed by the
Attorney General; one member appointed by the State Health Officer; three
members elected by the active membership of the NDPERS system, one member
elecied by the retired public employees and two members of the legislative
assembly appointed by the chairman of the legislative management.

Pension Benefits

Benefits are set by statute. NDPERS has no provisions or policies with respect to
automatic and ad hoc post-retirement benefit increases. Member of the Main
System are entitled to unreduced monthly pension benefits beginning when the
sum of age and years of credited service equal or exceed 85 (Rule of 85), or at
normal retirement age (65). For members hired on or after January 1, 2016 the
Rule of 85 will be replaced with the Rule of 90 with a minimum age of 60. The
monthly pension benefit is equal to 2.00% of their average monthly salary, using
the highest 36 months out of the last 180 months of service, for each year of
service. The plan permits early retirement at ages 55-64 with three or more years
of service.
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Pension Plan - cont.

Members may elect to receive the pension benefits in the form of a single life, joint
and survivor, term-certain annuity, or partial lump sum with ongoing annuity.
Members may elect to receive the value of their accumulated contributions, plus
interest, as a lump sum distribution upon retirement or termination, or they may
elect {o receive their benefits in the form of an annuity. For each member electing
an annuity, total payment will not be less than the members’ accumulated
contributions plus interest.

Death and Disability Benefits

Death and disability benefits are set by statute. If an active member dies with less
than three years of service for the Main System, a death benefit equal to the value
of the member's accumulated contributions, plus interest, is paid to the member's
beneficiary. If the member has earned more than three years of credited service
for the Main System, the surviving spouse will be entitled to a single payment
refund, life-time monthly payments in an amount equal io 50% of the member's
accrued normal retirement benefit, or monthly payments in an amount equal to the
member’'s accrued 100% Joint and Survivor retirement benefit if the member had
reached normal retirement age prior to date of death. |f the surviving spouse dies
before the member's accumulated pension benefits are paid, the balance will be
payable to the surviving spouse's designated beneficiary.

Eligible members who become totally disabled after a minimum of 180 days of
service, receive monthly disability benefits equal to 25% of their final average
salary with a minimum benefit of $100. To qualify under this section, the member
has to become disabled during the period of eligible employment and apply for
benefits within one year of termination. The definition for disabled is set by the
NDPERS in the North Dakota Administrative Code.

Refunds of Member Account Balance

Upon termination, if a member of the Main System is not vested (is not 65 or does
not have three years of service), they will receive the accumulated member
contributions and vested employer contributions, plus interest, or may elect to
receive this amount at a later date. If the member has vested, they have the
option of applying for a refund or can remain as a terminated vested participant. If
a member terminated and withdrew their accumulated member contribution and is
subsequently reemployed, they have the option of repurchasing their previous
service.

Member and Employer Contributions
Member and employer contributions paid to NDPERS are set by statute and are

established as a percent of salaries and wages. Member coniribution rates are
7% and employer contribution rates are 7.12% of covered compensation.
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Pension Plan — cont.

The member’'s account balance includes the vested employer contributions equal
to the member's contributions to an eligible deferred compensation plan. The
minimum member contribution is $25 and the maximum may not exceed the
following:

1 to 12 months of service — Greater of 1% of monthly salary or $25

13 {0 24 months of service — Greater of 2% of monthly salary or $25

25 to 36 months of service — Greater of 3% of monthly salary or $25
Longer than 36 months of service — Greater of 4% of monthly salary or $25

Pension Liabilities, Pension Expense, and Deferred QOutflows of Resources
and Deferred Inflows of Resources Related to Pensions

At 12/31/2018, the Employer reported a liability of $131,897 for its proportionate
share of the net pension liability. The net pension liability was measured as of
06/30/2018, and the total pension liability used to calculate the net pension liability
was determined by an actuarial valuation as of that date. The Employer's
proportion of the net pension liability was based on the Employer's share of
covered payroll in the Main System pension plan relative to the covered payroll of
all participating Main System employers. At 06/30/2018, the Employer's proportion
was 0.008206 percent, which was a decrease of 0.000218 from its proportion
measured as of 06/30/2017.

For the year ended 12/31/2018, the Employer recognized pension expense of
$24,295. At 12/31/2018, the Employer reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected and
actual experience 3 784 $ 643
Changes of assumptions 54,087 2,975

Net difference between projected and

actual earnings on pension plan

investments 1,774 -
Changes in proportion and differences

between emplayer contributions

and proportionate share of contributions 15,438 3,554
Employer contributions subsequent to

the measurement date 15,644 -

Total $ 87,727 $ 7,172

$87,727 reported as deferred outflows of resources related to pensions resulting
from Employer coniributions subsequent to the measurement date will be
recognized as a reduction of the net pension lability in the year ended 12/31/2019.
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Pension Plan — cont.
Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions wili be recognized in pension expense as follows:

Year ended December 31:

2018 $ 15,829
2019 18,263
2020 16,316
2021 9,196
2022 5,307
Thereafter -

Actuarial assumptions. The total pension liability in the July 1, 2017 actuarial
valuation was determined using the following actuarial assumptions, applied to all
periads included in the measurement:

Inflation 3.50%
Salary increases Service at Beginning of Year: Increase Rate:
0 15.00%
1 10.00%
2 8.00%
Age*
Under 36 8.00%
36 - 40 7.50%
41 -49 6.00%
50+ 5.00%

*Age-based salary increase rates apply for employees
with three or more years of service

Investment rate of 7.75%, net of investment expenses
return

Cost-of-living None

adjustments

For active members, inactive members and healthy retirees, mortality rates were
based on the RP-2000 Combined Healthy Mortality Table set back two years for
males and three years for females, projected generationally using the SSA 2014
ntermediate Cost scale from 2014. For disabled retirees, mortality rates were
based on the RP-2000 Disabled Mortality Table set back one year for males (no
setback for females) multiplied by 125%.

The long-term expected rate of return on pension plan investments was
determined using a building-block 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.
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Pension Plan — cont.
These ranges are combined to produce the long-term expected rate of return by

weighting the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. Best estimates of arithmetic reai
rates of retumn for each major asset class included in the Fund's target asset
allocation are summarized in the following table:

Asset Class Target Allocation Long-Term Expected
Real Rate of Return
Domestic Equity 31% 6.05%
International Equity 21% 6.70%
Private Equity 5% 10.20%
Domestic Fixed Income 17% 1.43%
International Fixed Income 5% -0.45%
Global Real Assets 20% 5.16%
Cash Equivalents 1% 0.00%

Discount rate. For PERS, GASB Statement No. 67 includes a specific
requirement for the discount rate that is used for the purpose of the measurement
of the Total Pension Liability. This rate considers the ability of the System to meet
benefit obligations in the future. To make this determination, employer
contributions, employee contributions, benefit payments, expenses and investment
returns are projected into the future. The current employer and employee fixed
rate contributions are assumed to be made in each future year. The Plan Net
Position (assets) in future years can then be determined and compared to its
obligation to make benefit payments in those years. In years where assets are not
projected to be sufficient to meet benefit payments, which is the case for the
PERS plan, the use of a municipal bond rate is required.

The Single Discount Rate (SDR) is equivalent to applying these two rates to the
benefits that are projected to be paid during the different time periods. The SDR
reflects (1) the long-term expected rate of return on pension plan investments
(during the period in which the fiduciary net position is projected to be sufficient to
pay benefits) and (2) a tax-exempt municipal bond rate based on an index of 20-
year general obligation bonds with an average AA credit rating as of the
measurement date (fo the extent that the contributions for use with the long-term

expected rate of return are not met).

The pension plan’s fiduciary net pasition was projected to be sufficient to make all
projected future benefit payments through the year of 2061. Therefore, the long-
term expected rate of return on pension plan investments was applied to projected
benefit payments through the year 2061, and the municipal bond rate was applied
to all benefit payments after that date. For the purpose of this valuation, the
expected rate of return on pension plan investments is 7.75%; the municipal bond
rate is 3.56%; and the resulting Single Discount Rate is 6.44%.
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Pension Plan — cont.

Sensitivity of the Employer’s proportionate share of the net pension liability
to changes in the discount rate. The following presents the Employer's
proportionate share of the net pension liability calculated using the discount rate of
6.44 percent, as well as what the Employer's proportionate share of the net
pension liability would be if it were calculated using a discount rate that is 1-
percentage-point lower (5.44 percent) or 1-percentage-point higher (7.44 percent)
than the current rate:

1% Decrease Current Discount 1% Increase
(5.44%) Rate (6.44%) (7.44%)
Employer's proportionate share '
of net pension liability $ 178,085 ) 131,897 3 92,664

Pension plan fiduciary net position. Detailed information about the pension
plan's fiduciary net position is avaiiable in the separately issued NDPERS financial

report.

Commitments
The District has committed to pay $4,102 per year to the City of Bowman for the
use of a skid steer loader. $4,102 was paid in 2018 and $4,102 will be paid for the

next four years, through 2022.

Other Post-employment Benefits
The District is required to implement GASB Statement No. 75, Accounting and

Financial Reporting for Post-employment Benefits Other Than Pensions. The
effect of this statement is not material to the District's financial statements.

Subsequent Events
Subsequent events have been evaluated through the date of these financials.
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BOWMAN PARK AND RECREATION

Schedule of Revenues, Expenditures, and Changes in Fund Balances -

Budget and Actual
General Fund

Year Ended December 31, 2018

Revenues:

Taxes/Special Assessments
intergovernmental Revenue

Charges for Service
Miscellaneous Revenues

Investment and Royaity Earmings

Total Revenues

Expenditures:
Current;
Culture and Recreation
Capital Cutlay
Total Expenditures

Excess Of Revenues Over (Under) Expenditures

Other Financing Sources (Uses):

Operating Transfers [n

Operating Transfers (Out)
Total Other Financing Sources (Uses)

Excess (Deficiency) Of Revenues and Other Sources

Over Expenditures and Other Uses

Fund Balances - January 1, 2018
Fund Balances - December 31, 2018

Original Final Variance
Budget Budget Actual Favorable
Amounts Amounts Amounts {Unfavorable)
5 180,500 % 180,500 & 159,169 § (21,331)
121,580 121,580 108,402 (13,178}
144,375 144,375 135,792 (8,583)
800 800 17,991 17,191
225 225 1,367 1,142
447 480 447 480 422,721 {24,759)
466,336 506,336 472,533 33,803
466,336 506,336 472,533 33,803
{18,856) {58,856) (49,812) 9,044
) (18,856) $ (58,858) (49,812) § 9,044
197,792
5 147,980
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BOWMAN PARK AND RECREATION

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

DECEMBER 31, 2018

Budgets

Section 40-40-10, NDCC requires that immediately after the completion of the final
budget and the adoption of the annual tax levy and not later than October 10, the Park
Board shalt send to the County Auditor a certified copy of the levy and a certified copy

of the final budget.

Budgets are prepared for the General Fund, the Special Revenue and Capital Projects
Funds on a cash basis, which is not materially different from the modified accrual basis.

Annual appropriations lapse at year end.

Budget Amendments QOriginal Change Final
Park & Rec Improvement § 4894 % 6,100 $ 10,994
General Fund $ 466,336 $ 40,000 $ 506,336

ND Public Employees Retirement System

Schedule of Employer’s Share of Net Pension Liability
Last 10 Fiscal Years®

2015

2016

2017

2018

Employer's proportion of the net
pension liability (asset)

0.004557%

0.008805%

0.008424%

0.008206%

Employer's proportionate share of the

net pension liability (asset) $ 28924 |% 59872 |% 82100 |9$ 131,897
Employer's covered-employee payroll |$ 38,385 |$ 784392 [$ 84893 {$ 83,766
Employer's proportionate share of the

net pension liability (asset) as a

percentage of its covered-employee

payroll 75.35% 76.33% 96.71% 157.46%
Plan fiduciary net position as a

percentage of the total pension liability 77.15% 77.70% 93.62% 152.96%

*Complete data for this schedule is not available prior to 2015.
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION - (cont.)

ND Public Employees Retirement System — (cont.)

Schedule of Employer Contributions
Last 10 Fiscal Years®

2015 2016 2017 2018
Statutorily required contribution $ 2733 [% 5958 |% 6,146 1% 6,074
Contributions in relation to the
statutorily required contribution $ (2,733)|$ (5585)|% 5575|% 6,169
Contribution deficiency (excess) $ -1 % 373 1% 571 1% (95)
Employer's covered-employee payroll |$ 38,385 [$ 78439 |$ 84,893 | $ 83,766
Contributions as a percentage of
covered-employee payrol 7.12% 7.60% 6.57% 7.36%

*Complete data for this schedule is not available prior to 2015.

Changes of assumptions.

Amounts reported in 2018 reflect actuarial assumption changes effective July 1, 2017
based on the results of an actuarial experience study completed in 2015. This includes

changes to the mortality tables,

disability

incidence

rates,

retirement

administrative expenses, salary scale, and percent married assumption.
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BOWMAN PARK AND RECREATION
Schedule of Revenues, Expenditures, and Changes in Fund Balances -

Budget and Actual
Capital Project Funds

Year Ended December 31, 2018

Revenues:

Taxes/Special Assessments

Licenses and Permits

Intergovernmental Revenue

Charges for Services

Fines and Forfeitures

Miscellaneous Revenues

Investment and Royalty Earnings
Total Revenues

Expenditures:
Current:
General Government
Public Safety
Public Works
Public Meaith
Social and Economic Services
Culture and Recreation
Miscellaneous
Capital Outlay
Debt Service:
Principal
Interest
Total Expenditures

Excess (Deficiency) Of Revenues
Over Expenditures

Other Financing Sources (Uses):
Operating Transfers In
Operating Transfers {Out)
Total Other Financing Sources {{Jses)

Excess (Deficiency) Of Revenues and Cther
Sources Over Expenditures and Other Uses

Fund Balances - January 1, 2018
Fund Balances - December 31, 2018
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Original Final Variance
Budget Budget Actual Favorable
Amounts Amounts Amounts {Unfavorable)
s - - - -
23,750 23,750 23,279 (471)
23,750 23,750 23,279 {471)
4,894 10,994 9,025 1,969
4 894 10,994 9,025 1,969
18,856 12,756 14,254 1,498
$ 18,856 12,756 14,254 1,498
77,264
91,518



PO Box 970 PO Box 602

41 Central Ave 5 115 N Main, Suite B
Beach, ND 58621-0970 Baker, MT 59313-0602
Phone: 701-872-4321 Phone: 406-778-2816

Fax: 701-872-4320 Fax. 406-778-2866

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 Directors
Bowman Park and Recreation
Bowman, North Dakota 58623

We have audited, in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States,
the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of the Bowman Park and Recreation, Bowman, North Dakota,
as of and for the year ended December 31, 2018, and the related notes to the financial
statements, which collectively comprise the Bowman Park and Recreation's basic financial
statements, and have issued our report thereon dated May 22, 2019.

Internal Control cver Financial Reporting

In planning and performing our audit of the financial statements, we considered the
Bowman Park and Recreation’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 Bowman Park and Recreation’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the Bowman
Park and Recreation’s internal control.

A deficiency in internal conifrol 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 atiention by those charged
with governance.
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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. Given these limitations,
during our audit we did not identify any deficiencies in the internal control that we consider
to be material weaknesses. However, material weaknesses may exist that have not been

identified.
Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Bowman Park and
Recreation’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 no instances of
noncompliance or other matters that are required fo be reported under Government
Auditing Standards.

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 result 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.

James J. Wosepka, PC

‘Ij / ""@ ‘f/i;/j:- A
%ﬂ % / & é;})ﬂ.ﬁf

Beach, North Dakota
May 22, 2019
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