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CERTIFIED FUBLIC ACCDUMNTANTS

Independent Auditor's Report

City Commissioners
City of Bowman, North Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of City
of Bowman, as of and for the year ended December 31, 2019, and the related notes to the
financial statements, which collectively comprise City of Bowman's basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

City of Bowman's management is responsible 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 accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a

basis for our adverse audit opinion on the governmental activities and unmodified audit opinions
on the business-type activities, major funds, and aggregate remaining fund information.
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Basis for Adverse Opinion on Governmental Activities

As discussed in Note 1 to the financial statements, management has not recorded certain general
infrastructure assets in governmental activities and, accordingly, has not recorded depreciation
expense on those assets. Accounting principles generally accepted in the United States of
America require that those general infrastructure assets be capitalized and depreciated. which
would increase the assets, net position, and expenses of the governmenta! activities. The amount
by which this departure would affect the assets, net position, and expenses of the governmental
activities is not reasonably determinable.

Adverse Opinion on Governmental Activities

In our opinion, because of the significance of the matter discussed in the Basis for Adverse
Opinion on Governmental Activities paragraph, the financial statements referred to above do not
present fairly, in accordance with accounting principles generally accepted in the United States
of America, the financial position of the governmental activities of City of Bowman, as of
December 31, 2019, and the changes in financial position thereof for the year then ended.

Unmodified Opinions on Business-Type Activities, Aggregate Discretely Presented
Component Units, Major Funds, and Aggregate Remaining Fund Information

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the business-type activities, each major fund, and the
aggregate remaining fund information for City of Bowman, as of December 31, 2019, 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.

Emphasis of Matter
As discussed in Note 2 to the financial statements;

+« OPEB and pension balances were not reported. Accordingly, adjustments have been
rmade to the net position to correct the error.

e Water Building was included as an enterprise fund rather than a government fund.
Accordingly, a restatement has been made.

Our opinions are not modified with respect to these matters.
Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
schedule of the employer's proportionate share of net OPEE liability and employer contributions,
schedule of the employer’s proportionate share of net pension liability and employer contributions,
statement of revenues, expenditures, and changes in fund balances — comparison of budget to
actual general fund, statement of revenues, expenditures, and changes in fund balances —
comparison of budget to actual Healthcare Sales Tax Fund, comparison of budget to actual
Gateway Industrial Park Fund, comparison of budget to actual Nonmajor Governmental Funds,
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and notes to the required supplementary information on pages 42 — 50 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 omitted 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, economical, 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 City of Bowman's basic financial statements. The city officials listing is
presented for purposes of additional analysis is not a required part of the basic financial
statements,

The city officials listing 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 Auditing Standards, we have also issued our report dated May
19, 2021 on our consideration of City of Bowman's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the effectiveness of 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 City of Bowman's internal control over financial reporting and
compliance.

’éw"a‘r__/,r}-‘#najh—m”iﬁ P

Bismarck, North Dakota
May 19, 2021




I CITY OF BOWMAN
STATEMENT OF NET POSITION
I DECEMBER 31, 2019
Governmental Business-Type
l Activities Activities Total
ASSETS
Cash and cash equivalents $ 3668677 $ 1532952 $ 5201629
Intergovernmental receivable 442 65T - 442 857
Taxes receivable 16,105 - 16,105
Accounts receivable 727 82 400 83127
Other receivables - 6 B84 5,884
I Prepaid expenses 215648 6,661 28,309
Intangible assets, net of accumulated amortization 577,750 - 577,750
Capital assets not being depreciated 196,340 144 411 340,751
l Capital assets net of accumulated depreciation 2,265 680 1,025,124 3.290,804
Total assets 7,189 584 2,798 432 9988018
I DEFERRED OUTFLOWS OF RESOURCES
Derived from pension and OPEB 217,108 221 938 439,047
LIABILITIES
l Accounts payable 33572 9,607 43,179
Moncurrent liabilities
Due within cne year
Capital lease payable 6,821 - 6.821
Due in more than one year
Compensated absences 38,737 29733 68,470
_ Capital lease payable 14,874 - 14 B74
I Met pension and OPEB liabilities 427 215 436,715 BE63 930
Total liabilities 521.219 476,055 997 274
I DEFERRED INFLOWS OF RESOURCES
Derived from pension and OPEB 226 489 231 526 458 015
NET POSITION
Met investment in capital assets 2,447 146 1,169,535 3,616 681
Restricted
General government 133,258 - 133,258
l Healthcare 180,984 - 180,984
Parks and recreation 171,660 - 171,660
Public works 84 484 - 84 484
I Unrestricted 3,641,453 1,143,254 4,784 707
Total net position $ 65,658,985 § 2312789 $ 8971774
l See Motes to the Financial Statements
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CITY OF BOWMAN

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019

Mot [Expense) Revenwe and

Program Revenue Changes in Net Position
Charges for Operating
Bensces, Fines Grants and Capitsl Grants =~ Governmental  Business-Type
Functions/Programs Expenses and Forfellures  Contribubons  and Contributons Acthilies Actvites Total
Primary gove rmment
Governmental activiies
Ganersl government 5  GT4054 3 a 3 - 5 - § (Bra0od) 5 - 5 {(874.004)
Public safely 804 150 -] - = (203, 785) [B03.7B5)
Pubiic works 524,851 10420 - - 1914,441) = (814447
Cuiture and recreation 455 189 - - - (485, 389 + (465, 389)
Unallocaied depreciation 146,932 - - - {146,932} . (146,932
Tolal govemmental activbes 3115425 10.785 . = (3,104 641} - (3104 541)
Business-type activites
Wiaber 283,342 333834 - = = 50, 552 50,582
Garbage 552 621 570,450 - - i 17,869 17,868
Other 157,030 147 BS54 - - (18,178 {19,178}
Total business fype sciivilies 1,002,933 1,052 278 - - 49 285 49 285
Tatal primary goveenment 5 4118419 5 1063053 § 5 - {3,104 641} 43 M5 13.055 356)
Genaral revenues
Property tames 360,081 - 350,081
Sales taxes 893,631 - 893 831
Lacenses and permils 28.929 - 28 929
State axd and revenues not restricted to speclic programsa 1,468 080 1,468,080
Unresiricted irmesiment samings 13827 - 138217
Mscallaneous 21,288 {1,180y 20,108
Imamal senices 18,752 E 19,752
Transfers 28400  (28.400) -
Tolal peneral revanues 2. 758,388 128 5B} 2728808
Change in nel pasdon [346_253) 19,705 (325 548
el posion, Jenuary 1 5425039 3217 Bas 9,652 924
Restatemeant 570,193 1524 B01) (354 507
MNet position. January 1, &s reststed 7,005,238 2,263 084 9,258 322
Ml positeon, December 31 5 6,658 885 5 2312789 § 897174

See Notes to the Financial Statements
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CITY OF BOWMAN

BALANCE SHEET - GOVERNMENTAL FUNDS
DECEMBER 31, 2019

Major Funds
City Gaeway Oitrver Total
Genaral Sales Indusitrial Water Gavernmenta Governmental
Fund [a: Furd Park Fund Busiding Furnds Funds
ASSETS .
Cash and cash equivalents 3 2365400 5 108,217 5 37 BoE 5 553,852 § 803,340 -] 3,668,677
Intergovernmental receivable 283538 72,766 - . 85951 447 555
Tawes receivable 16,105 - - - 16,105
ACCOUNES recenabie T27 - - - - 127
Prepad expense 21648 - - o == - 21548
Tolal assets 2587818 180,983 37 868 953852 5BS,291 4149 812
LIABILITIES, DEFERRED
INFLOWS OF RESOURCES,
AND FUND BALANCES
LIABLITIES
Accounts payabhe 7122 . 2 . 26,450 33572
DEFERRED INFLOWS OF
RESOURCES
Property taxes 16,105 = = 2 . 18,105
FUND BALANCES
Nom-spendable 21 648 - - - 21648
Restricted - 180 584 . - 389,402 570.386
Aasigred 2 . 37 BEA 553,852 273,440 B85 160
Unassgned 2642043 - . 3 - - 2,542 543
Tatal fund balances 2564581 180,984 3788 553,868 BE2A42 4,100,137
Total liabiibes, deferred
nfiows of resources, and
fund balances % Z2BATEIB £ 180,983 H] 37 B6A 5 553,852 5 63‘9@91 5 4,143,812

See Notes to the Financial Statements
Fi




CITY OF BOWMAN

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET POSITION
DECEMEER 31, 2019

Total fund balance, governmental funds $ 4100137

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

Capital assets used in governmental activities
are not current financial resources and therefore
are not reported in the governmental funds.

Cost of capital assets 4,269,376
Less accumulated depreciation (1,807,356)
Net capital assets 2,462 020

Intangible assets recorded in governmental
activities are not current financial resources and
therefore are not reported in the governmental funds., 577,750

Property taxes will be collected after year-end, but

are not available soon enough to pay for the current

period's expenditures and are reported as deferred

inflows in the governmental funds. 16,105

Net deferred outflows (inflows) of resources relating
to the cost sharing defined benefit pension and
OPEB plans in the governmental activities are not
financial resources and, therefore, are not reported
in the governmental funds.

Deferred outflows of resources 217,109
Deferred inflows of resources (226,489)
Net deferred outflows (inflows) of resources (9,380)

Liabilities applicable to the City's governmental
activities that are not due and payable in the
current period are therefore not reported as fund

liabilities.
Compensated absences (38,737)
Capital lease payable {21,695)
Net pension and OPEB liabilities (427 215)
Total liabilities (487 B47)
Total net position of governmental activities $ 6,658,985

See Notes to the Financial Statements
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CITY OF BOWMAN

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

Revanues
Taxes
Licenses and permits
niergovenmaental reverues
Chnarges for services
Fireg and lorfedures
Invesirment &armings
Criher incorme
Internal senices

Total revenues

Expendiures

Current
General government
Pz safety
Prulihc works
Culture and recreation
Crtimer

apital outlay

Det senice
Principal
Interest

Total expanditmes

Excess (deficiency) of

MEVEMNIUSE OVBI BxXpendims

Diher financing s0uUrces (uses|
Traralers in
Trangfers oul

Total atfwer firancing
SOUTCES [USES)

Met change in fund balances
Fund batance, January 1

Fund batance, Decambar 31

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2019
Major Funds =~
Healhcare Diher Toesal
Genaral Sales s tnal ‘Water Govarmmental Governmental
Fund Tax Fund Park Fund Bu.uﬂr'g__ Funds Funds

] 360,081 5 422 BE] 3 5 - 5 280,815 & 1,083,559

11,428 - - = 17 600 28,929

1181421 : : 276869 1,468,090

10,420 - - - 10,420

365 - - 385

138217 - - 138 217

11,441 = - 11,441

13,752 - - 19 752

1,743 178 422 853 - 574,784 2740773

455 658 - 154 065 813,723

452 384 - = - - 482,388

156 428 == 411 7BZ - 283,092 851,282

182 Ba1 - - - ZEZ 408 485 3849

19,726 485 341 S ki 505,057

= = 172,000 172,000

= 100,000 100,000

- 1,132 1,132

1,311,181 485341 411782 - 952 69T 3,200,881
431,845 (E2.478) (411,762} _ {a1Tmid _ (450.208)
56 762 - - 26,400 271433 155,595
[271.433) - = {56.762) (328 125)
{214,671) - 28400 T148T1 28,400
217,274 62, 478) {411,762 28 400 {203,242 {431 BO8)
2447007 243 481 A45630 5254352 866085 4 531945
$ 2864501 S 180883 0§ I7@S8 3 S53852 5 GE2A43 5 4100137

See MNotes to the Financial Statements
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CITY OF BOWMAN

RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES WITH THE
GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019

Net change in fund balances - total governmental funds $ (431,808)

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 cost of those assets is allocated

over their estimated useful lives and reported as

depreciation expense.
Capital outlay 172,000
Current year depreciation (146,932)

25,068

Some expenses reported in the statement of
activities do not require the use of current financial
resources and therefore are not reported as
expenditures in governmental funds.
Change in net pension and OPEB liabilities (171,652)

(171,652)

Deferred outflows of resources and deferred

inflows of resources related to pension and OPEB

are reported in the government-wide statements.

However, activity related to these items do not

involve current financial resources and therefore

are not reported in governmental funds.
Change in deferred outflows of resources (45,930)
Change in deferred inflows of resources 171,628

125,698

Repayment of long-term debt principal is an

expenditure in the governmental funds, but the

repayment reduces long-term liabilities in the

statement of net position.
Bond principal retirement 100,000
Capital lease payments 6,441

106,441

$  (346,253)

See Notes to the Financial Statements
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l CITY OF BOWMAN
I STATEMENT OF NET POSITION — PROPRIETARY FUNDS
DECEMBER 31, 2019
Nonmajor Total
l Enterprise Enterprise
Water Garbage Funds Funds
ASSETS
CURRENT ASSETS
Cash and cash equivalents 3 504 790 $ 144 710 % 793 452 g 1,632 952
Accounts receivable 24 262 43 482 14,655 82,399
Other receivables 1,542 5343 - 6,885
I Prepaid expenses - 6,661 - 6,661
Total current assets 620,594 200,196 B08.107 1,628 897
l NOMNCURRENT ASSETS
Capital assets
MNondepreciable 15,180 98 459 30,773 144 412
l Depreciable, net ) 497,604 BOA401 447118 1,025,123
Total noncurrent assets 512,784 178,860 477 891 1,168,535
l Total assets 1,133,378 379,056 1,285,998 2,798 432
DEFERRED QUTFLOWS OF
RESOURCES
l Derived from pension and OPEB 35475 159 681 28,782 221,938
LIABILITIES
CURRENT LIABLLITIES
Accounts payable 3628 5,431 547 9,606
Compensated absences 8,648 17,054 4032 28,734
l Total current liabiliies 12,276 22,485 4579 39,340
NONCURRENT LIABILITIES
I Met pension and OPEB liabilities 69,805 314 211 o 52,699 438,715
Total liabilities 82,081 336,696 57,278 476,085
DEFERRED INFLOWS OF
RESOURCES
Derived from pension and OPEB 37,007 166,580 27,5939 231,526
l NET POSITION
Met investment in capital assets 512,784 178,860 477 891 1,169,535
Unrestricted 536,981 (143,399) 748 672 1,143,254
l Total net position 3 1.048,7635 $ 35,461 & 1,227.563 ] 2,312, 7859
See MNotes to the Financial Statements
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CITY OF BOWMAN
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION -

PROPRIETARY FUNDS

FOR THE YEAR ENDED DECEMBER 231, 2019

REVENUES
Charges for services

EXPENSES
Salaries and benefits
Supplies
Purchased services
Repairs and maintenance
Administration
Depreciation
Total operating expenses
Operating income (loss)

NONOPERATING REVENUES
(EXPENSES)

Debt service interest and fees
Income (loss) before transfers
TRAMSFERS
Change in net position
TOTAL NET POSITION, January 1

FRestatement

TOTAL NET POSITION, January 1,

as restated

TOTAL NET POSITION,
December 31

Nonmajor Total
Enterprise Enterprise
Water Garbage Funds Funds

b 333,934 5 570,490 5 147 B54 5 1,052,278

118812 348776 72.887 538,475

2304 3amn7 - 6,021

55,870 46 806 6,470 109,146

40,945 77214 16,345 134,504

58,286 76,462 - 134 748

7.124 1,645 71.328 80,087

283 341 562 620 167.030 1,002,991

50593 17870 (19,176) 49,287
- (1,182) - {1,182)

50,593 16,668 (19,176) 48 105
(52,900) (69,400) 93 900 (28.400)
(2,307) (52.712) 74,724 19,705
1,115,904 37s5.5M 1.201.028 2,692 433
(63.832) (287.328) (48,189) (399,349
1,062,072 88,173 1,152 839 2,293 084

5 1049765 3 35,4681 § 1227553 ] 2312789

See Notes to the Financial Statements
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CITY OF BOWMAN

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2019

Nonmajor Total
Enterprize Enterprise
Water Garbage Funds Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers & 330,108 § 569873 -] 145 658 5 1.045648
Payments to suppliers {159,394) (203 ,998) (23.042) (386,435)
Payments to employess 111,307) (312 994) (672200 {491.521)
Net cash provided by operating activises 59,407 52 880 55,406 167,693
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Acquisition and construction of capital assets 153,959) (220.273) (274 232)
Principal payments on long-term debt (30,000) - {30,000)
Interest and fees {1,182} (1,182)
Met cash used for capital and related
financing activities - = (85.141) (220 273) {305,414)
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Transfers from (lo) other funds {52 500) (59.400) 93,500 |28 400)
MET CHANGE IN CASH AND CASH EQUNALENTS 6.507 {101,661) [(T0.967) 138,111
CASH AND CASH EQUIVALENTS, beginning of year 588,283 245 371 ged4419 1699.073
CASH AND CASH EQUIVALENTS, end of year 5 504 790 ] 144710 5 793452 $ 1837184
Reconciliation of operating income (loss) to net
cash prowded by operating activites
Cperating income (loss) -1 50,593 5 17,870 5 (19176} 5 49287
Adjustments to recancile operating income to
net cash provided by operating activities
Depreciation expensa 7,124 1,645 71.328 BO,097
Effects on cash flows due to changes in
Accounts receivable (3.828) {618) (2,188) {6,632}
Deferred outfliows 7505 33,781 5,666 43,952
Accounis payable (1,987} 20 (227) (2,013)
Deferred inflows 28,043 126,230 21172 175,445
Met pension and OPEB habilties (28.043) (126220 (21,171} [175.443)
MNet cash prowded by operating activities 3 59 407 g 52 BA0 5 _ 55,406 -3 167,693

See Notes to the Financial Statements
13




CITY OF BOWMAN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Bowman, North Dakota (the “City") operates under a Home Rule Charter. The financial
statements of the City have been prepared in conformity with accounting principles generally
accepted in the United States of America as applied to government units. 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.

Financial Reporting Entity

The accompanying financial statements present the activities of the City. The City has considered
all potential component units for which the City is financially accountable and other organizations
for which the nature and significance of their relationships with the City are such that exclusion
would cause its financial statements to be misleading or incomplete. The Governmental
Accounting Standards Board has set forth criteria to be considered in determining financial
accountability. This criterion includes appointing a voting majority of an organization’s governing
body and (1) the ability of the City 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
City.

Based on these criteria, there are no component units to be included within the City of Bowman
as a reporting entity.

Basis of Presentation
Government-Wide Financial Statements

The statement of net position and the statement of activities display information about the primary
government. These statements include the financial activities of the overall government, except
for fiduciary funds. The statements distinguish between governmental activities, which are
normally financed through taxes, intergovernmental revenues, and other nonexchange
transactions and business-type activities, which are normally financed in whole or in part by fees
and charges to external parties for services.

The statement of net position presents the financial condition of the governmental activities of the
City at year-end. The statement of activities presents a comparison between direct expenses and
program revenues for each function of the City's governmental activities. Direct expenses are
those that are specifically associated with a program or function and are therefore clearly
identifiable to a particular function. Program revenues include (a) fees, fines, and charges paid
by the recipients of goods or services offered by the programs and (b) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues are presented as general revenues.

14




CITY OF BOWMAN

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2019

Fund Financial Statements

The fund financial statements provide information about the City's funds including its fiduciary
funds. Separate statements for each category-governmental, proprietary, and fiduciary are
presented. The emphasis of fund financial statements is on major governmental and enterprise
funds, each displayed in a separate column. All remaining governmental funds are aggregated
and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those in
which each party receives and gives up essentially equal values. Nonoperating revenues, such
as subsidies and investment earnings, result from nonexchange transactions or ancillary
activities.

The City reports the following major governmental funds:

General Fund — This is the general operating fund of the City and is always classified as a
major fund. It is used to account for all financial resources except those required to be
accounted for in another fund.

Healthcare Tax Fund — This fund is used for health care within the City. The City has a 1%
sales tax that provides the revenue. Funds are disbursed upon request from a health care
facility.

Gateway Industrial Park Fund — This fund is used to track the Gateway Industrial Park Project.

Wiater Building — This fund is used to set aside funds for and track water building projects.
The City reports the following major enterprise funds:

Water — This fund is used to account for the operating and non-operating revenues and
expenses of the water department. This fund is maintained on the full accrual basis of
accounting.

Garbage — This fund is used to account for the operating and non-operating revenues and
expenses for the garbage fund. The fund is maintained on the full accrual basis of accounting.

Measurement Focus and Basis of Accounting

The government-wide, proprietary, and fiduciary fund financial statements are reported using the
economic resources measurement focus. The government-wide and proprietary fund financial
statements are reported using the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred, regardless of when the
related cash flows take place. On an accrual basis, revenue from property taxes is recognized in
the fiscal year for which the taxes are levied. Revenue from grants, entitlements, and donations
are recognized in the fiscal year which all eligibility requirements have been satisfied.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues
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are recognized when they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the City considers tax revenues to be available
within 60 days of the end of the current fiscal year period. Special assessments,
intergovernmental revenues, charges for services, and investment income are considered
susceptible to accrual. Expenditures are recorded when a liability is incurred, as under accrual
accounting. However, principal and interest on long-term debt and compensated absences are
recognized as expenditures to the extent they have matured. General capital asset acquisitions
are reported as expenditures in governmental funds. Proceeds of long-term debt and acquisitions
under capital leases are reported as other financing sources.

As a general rule, the City has eliminated the effect of interfund activity from the government-wide
financial statements. Exceptions to this rule are when various charges exist between different
functions of government. Elimination of these charges would distort direct costs and program
revenues reported for the various functions concerned.

Proprietary funds report operating revenues and expenses separately from nonoperating items.
Operating revenues and expenses generally result from providing services or producing and
delivering goods in connection with a proprietary fund’'s principal ongoing operations. The
principal operating revenues of the City’s enterprise funds are charges to customers for sales and
services. Operating expenses for enterprise funds include the costs of sales and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not
meeting this identification are reported as nonoperating revenues and expenses.

Budgets and Budgetary Accounting

The City Commission follows the procedures established by North Dakota law for the budgetary
process. The operating budget includes proposed expenditures and the means of financing them
for the upcoming year, along with estimates for the current year and actual data for the preceding
year.

The governing board reviews the preliminary budget, may make revisions, and approves it onor
before September 10. On or before October 7, a public hearing is held for taxpayers to discuss
any budgeted items. The governing body reviews the preliminary budget at the hearing and may
make revisions that do not increase the total budget and prepares the final budget. The governing
board adopts an ordinance approving the tax levy requested in the final budget. The final budget
must be filed with the county auditor by October 10, The legal level of control is total expenditures
by fund.

The budget may be amended during the year for any revenues and appropriations not anticipated
at the time the budget was prepared, except no amendment changing the taxes levied can be
made after October 10 except as provided by North Dakota Century Code, the balance of each
appropriation becomes a part of the unappropriated fund balance at year-end.

Cash and Cash Equivalents
The City considers all highly liquid investments purchased with an original maturity of three

months or less to be cash equivalents, except for certificates of deposit which are considered
cash equivalents regardless of their term since there is no loss of principal for early withdrawal.
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Intangible Assets

Intangible assets are recorded at historical costs less accumulated amortization. A portion of the
intangible assets is charged against earnings each year as amortization expense. Amortization
is computed on the straight-line basis over the estimated useful life of the asset.

The City has not recorded accumulated amortization for governmental activities on the statement
of net position.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g. roads,
bridges, sidewalks, curbs, eic.), are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements. All capital assets are recorded at
cost (or estimated historical cost). The assets are updated for additions and retirements during
the City's fiscal year. Improvements that significantly extend the useful life of the asset are also
capitalized. Donated capital assets are recorded at acquisition value. The City'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 asset lives
are expensed, not capitalized.

The City does not have historical cost information for most of its general government
infrastructure, (primarily transportation related infrastructure such as streets). Therefore, the City
has not reported the general government infrastructure as capital assets. Accounting principles
generally accepted in the United States of America require that those general infrastructure assets
be capitalized and depreciated.

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

Buildings and infrastructure 20-100 years
Improvements other than buildings 15-40 years
Machinery and equipment 5-20 years
Vehicles 5-20 years

Compensated Absences

The City allows employees to accumulate earned but unused vacation, comp and sick leave
benefits. Unused vacation leave and comp benefits are 100% payable upon termination. Any
unused sick leave benefits are not payable upon termination, but once an employee has
accumulated the maximum accrued sick leave days, any additional accrued sick leave is awarded
at a rate of two sick days for one day of vacation. The current maximum accrued sick days is a
total of 80 days. Amounts are reported as liabilities in the appropriate governmental or business
type activity in the government wide statements. Expenditure for unpaid vacation, comp, and sick
leave benefits are recorded when paid in the governmental funds on the modified accrual basis
of accounting and expenses for vacation, comp, and sick leave benefits are recorded when
accrued in the proprietary funds on the full acerual basis of accounting.
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Other Post-Employment Benefits (OPEB)

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

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
to/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.

Deferred Qutflows and 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 future period(s) and so will
not be recognized as an outflow of resources (expenses/expenditures) until then.

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 peried(s) and so will
not be recognized as an inflow of resources (revenue) until that time.

Long-Term Debt

In the government-wide financial statements and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
statement of net position. Bond premiums and discounts are deferred and amortized over the life
of the bonds. Bonds payable are reported net of the applicable bond premium or discount. Bond
issuance costs are recognized in the period incurred.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts during the current period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. |ssuance costs, whether or
not withheld from the actual debt proceeds received, are reported as debt service expenditures.

18




CITY OF BOWMAN

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2019

Net Position

Net investment in capital assets is reported for capital assets less accumulated depreciation, as
well as net of any related debt to purchase or finance the capital assets. These assets are not
available for future spending.

Restrictions of net position in the statement of net position are due to restricted tax levies.
Fund Balance

In the fund financial statements, governmental funds report aggregate amounts for five
classifications of fund balances based on the constraints imposed on the use of these resources.

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

Restricted — This classification reflects the constraints imposed on resources either (a)
established externally by creditors, grantors, or contributors; or (b) imposed by law through
constitutional provisions or enabling legislation.

Committed — These amounts consist of internally composed restraints which are
established by formal action of the City Commission. To be reported as committed,
amounts cannot be used for any other purpose unless the City takes the same highest
level action to remove or change the constraint.

Assigned — This consists of internally imposed constraints which reflect the City's intent
for the use of funds, but are neither restricted nor committed.

Unassigned — This fund balance is the residual classification for the general fund. Itis also
used to report negative fund balances in other governmental funds,

When both restricted and unrestricted resources are available for use, it is the City's policy to first
use restricted resources and then use unrestricted resources as they are needed.

When committed, assigned, or unassigned resources are available for use, it is the City's policy
to use resources in the following order; 1) committed, 2) assigned, and 3) unassigned.

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 do not lapse at
the close of the fiscal year but are carried forward as reserved fund balance until liquidated.

Property Taxes
All real estate is assessed as of the current value in April of each year. Property taxes are attached
as an enforceable lien on the real estate and become due on January 1 of the year following the

assessment date.
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A 5% reduction of the taxes is allowed if the taxes are paid in full by February 15. Penalty and
interest are added on March 1 if the first half of the taxes is not paid. Additional penalty and
interest are added October 15" of not paid. Taxes are collected by the county and remitted
monthly to the City.

Abatements

A tax abatement is defined as a reduction in tax revenues that results from an agreement between
one or more governments and an individual or entity in which (a) one or more governments
promise to forgo tax revenues to which they are otherwise entitied and (b) the individual or entity
promises to tax a specific action after the agreement has been entered into that contributes to
economic development or otherwise benefits the governments or the citizens of those
governments. As of December 31, 2018, the City of Bowman has eight properties that have
received abatements; three in accordance with North Dakota Century Code 40-57.1-03 (Tax
Incentives for New or Expanding Business), and five with Renaissance Zone Exemptions.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America reguires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

NOTE 2 — PRIOR PERIOD ADJUSTMENTS
A prior period adjustment was necessary to report OPEB and adjust pension liabilities, deferred

outflows and inflows and related expenses. A current year restatement was also necessary to
report the Water Building as a government fund rather than an enterprise fund.

The net result of these prior period adjustments increased net position for governmental activities
by $570,199 and decreased net position for business-type activities by $924 801

NOTE 3 - CASH AND CASH EQUIVALENTS
The City pools cash resources of its various funds in order to facilitate the management of cash.
Cash applicable to a particular fund is readily identifiable. The balance in the pooled cash

accounts is available to meet current operating requirements.

Custodial Credit Risk

This is the risk that, in the event a financial institution fails, a government is unable to recover the
value of its deposits, investments, or collateralized securities in the possession of the institution.
The City does not have a formal policy regarding deposits. In accordance with state statutes, the
fair value of the collateral pledged must be equal to or greater than 110% of the deposits not
covered by insurance or bonds.
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At year end December 31, 2019, the City's carrying amount of deposits was $5,201,628 and the
bank balance was $5873567. Of the bank balances $276,652 was covered by Federal
Depository Insurance or coverage substantially the same as that provided by federal deposit
insurance. The remaining balance was collateralized with securities held by the pledging financial
institution's agent in the government’'s name.

NOTE 4 - ACCOUNTS RECEIVABLE

Accounts receivable consist of billings for December and accounts delinquent at December 31.
Accounts receivable are presented net of allowance for uncollectible accounts. Management
determines the allowance for doubtful accounts by identifying troubled accounts and by using
historical experience applied to an aging of accounts.

Accounts receivable are written off when deemed uncollectible. Recoveries of accounts
receivable previously written off are recorded when received. A receivable is considered past due
if any portion of the balance is outstanding after the due date. As of December 31, 2019, all
accounts were considered collectible and accordingly no allowance was recorded.

Activity between funds that are representative of lending/borrowing arrangements outstanding at
fiscal year-end are referred to as “due to/from other funds.” Advances between funds are not
available to appropriation and are not expendable financial resources.

NOTE 5 - TAXES RECEIVABLES
Taxes receivables consist of delinquent uncollected taxes at December 31.

Property tax revenue is recognized in compliance with the National Council on Government
Accounting (NCGA) Interpretation 3, Revenue Recognition-Property Taxes. The 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, tax receivable are recorded as unavailable revenue.

NOTE 6 - INTERGOVERNMENTAL RECEIVABLE

Intergovernmental receivables consist of reimbursements due from the State Treasurer for city
sales tax and special assessments.
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NOTE 7 - CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2019 is as follows:

Balance Balance
Governmental Activities 1118 Additions Reductions 1213119
Capital assets not being
depreciated
Land 3 196,340 5 - g - 3 196,340
Capital assets being depreciated
Buildings and infrastructure 1,910,665 - - 1,910, 669
Machinery and equipment 1,219,720 172,000 (136,204) 1,256 516
improvements other than
buildings 906,851 - - 906,851
Total capital agsets being
depreciated 4,037,240 172,000 {136,204) 4 073,038
Less accumulated depreciation
Buildings and infrastructure 602,533 38,300 - 541,433
Machinery and equipment 806 245 105.747 (123,902) 788,090
improvements other than
buildings 375,548 2,285 - 377,833
Total accumulated
depreciation 1,784 326 146 932 (123.902) 1,807 356
Total capital assets being
depreciated, net 2252914 25,068 (12,302) 2 265 680

Governmental capital assets, net  § 2449 254 $ 25 068 $ (12,302) 3 2462020

Depreciation expense for governmental activities is not allocated amongst the various
governmental functions.
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Balance Balance
Business-Type Activities 1119 Additions Reductions 12/31/19
Capital assets not being
depreciated
Land 25,180 3 - 3 - 3 25,180
Construction in progress 34,500 84 731 - 119.231
Total capital assets not
being depreciated 59,680 B4 731 - 144 411
Capital assets being depreciated
Buildings and infrastructure 90,209 - - 90,208
Machinery and equipment 895,537 189,500 - 1,085,037
Utility plant 531,700 - - 531,700
Infrastructure 365,155 + - 365,155
Total capital assets being
depreciated 1,882 601 189,500 - 2072101
Less accumulated depreciation
Buildings and infrastructure 24 241 1,804 - 26,045
Machinery and equipment 646 180 78,292 - 724 472
Utility plant 296 460 - 296 460
Total accumulated
depreciation 866,881 80,096 - 1,046 977
Total capital asseats being
depreciated, net 915,720 109 404 - 1,025,124
Business-type capital assets. net  § 975 400 5 184,135 5 - § 1,168,535

Depreciation expense was charged to the following business-type functions:

Water 7,124
Garbage 1,645
Other 71,327

Total depreciation expense $ 80,096
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NOTE 8 - LONG-TERM DEBT

The following is a summary of long-term debt transactions of the City for the year ended
December 31, 2019:

Balance Balance Due Within
Governmental Activities 17Me _ Additions Reductions 12131719 One Year
Compensated absences g 38737 5 - 5 - S 38,737 %
Refunding bonds 100,000 - 100,000 -
Total $ 138737 § - § 100000 S 38737 S
Balance Balance Due Within
Business-Type Activities 11119 Additions Reductions 1213119 One Year
Compensated absences 5 29733 5 - £ - £ 29733 3 -
Refunding bonds o000 - 30,000 -
Total $§ 50733 _§ - $ 30000 § 20733 §

The City has no outstanding debt at December 31, 2019 (excluding compensated absences).
NOTE 9 - TRANSFERS

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

All other interfund transactions. except guasi-external transactions and reimbursements, are
reported as transfers.

The following is a list of transfers for the year ending December 31, 2019:

Fund Transfers In Transfers Out
Governmental funds
General fund 3 56,762 3 271,433
Water building 28,400 -
Nonmajor governmental funds 271,433 56,762
Enterprise funds 158,900 187,300
Total transfers $ 515,495 $ 515,495

The transfers in and out during 2019 were budgeted transfers.
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NOTE 10 - FUND BALANCE

At December 31, 2019, the governmental fund balance classifications are as follows:

Healthcare Gateway Nonmajor
General Salgs Industrial Water Governmental
Fund __Tax Fund Park Fund Building Funds Total
Mor-spendable H 21,548 5 - - * 5 - 5 . ] 21,648
Restmcied for
Ganeral government - - . - 133, 258 133,258
Healthcare - 180 S84 - = - 1B0 284
Muriicipal highway - - - - 51,000 61.000
Parks and recreation - - - - 171.660 171,660
Roads and bodges - - 23484 23 484
Pssigred for
General governmeant - - - - 56,221 56 721
Cultura and recreation - 40,000 40,200
Future capital projects - 7. 86 553 852 177,218 THE B3
Linassgned 2642543 - - 2842 943
5 2854591 % - 5 37,668 3 553 B52 5 525 584 g 4100137

NOTE 11 — OPEB PLAN
General Information about the OPEB Plan
North Dakota Public Employees Retirement System

The following brief description of NDPERS is provided for general information purposes only.
Participants should refer to NDAC Chapter 71-06 for more complete information.

NDPERS OPEB plan is a cost-sharing multiple-employer defined benefit OPEB plan that covers
members receiving retirement benefits from the PERS, the HPRS, and Judges retired under
Chapter 27-17 of the North Dakota Century Code a credit toward their monthly health insurance
premium under the state health plan based upon the member's years of credited service. Effective
July 1, 2015, the credit is also available to apply towards monthly premiums under the state dental,
vision and long-term care plan and any other health insurance plan. Effective August 1, 2019 the
benefit may be used for any eligible health, prescription drug plan, dental, vision, or long-term
care plan premium expense. The Retiree Health Insurance Credit Fund is advance funded on an
actuarially determined basis.

Responsibility for administration of the NDPERS defined benefit OPEB 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 elected by the retired public employees and two members of the legislative assembly
appointed by the chairman of the legislative management.
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OPEB Benefits

The employer contribution for the PERS, the HPRS and the Defined Contribution Plan is set by
statute at 1.14% of covered compensation. The employer contribution for employees of the state
board of career and technical education is 2.99% of covered compensation for a period of eight
years ending October 1, 2015 Employees participating in the retirement plan as part-
timeftemporary members are required to contribute 1.14% of their covered compensation to the
Retiree Health Insurance Credit Fund. Employees purchasing previous service credit are also
required to make an employee contribution to the Fund. The benefit amount applied each year is
shown as "prefunded credit applied" on the Statement of Changes in Plan Net Position for the
OPEB trust funds. Beginning January 1, 2020, members first enrolled in the NDPERS Main
System and the Defined Contribution Plan on or after that date will not be eligible to participate in
RHIC. Therefore, RHIC will become for the most part a closed plan. There were no other benefit
changes during the year.

Retiree health insurance credit benefits and death and disability benefits are set by statute. There
are no provisions or policies with respect to autormatic and ad hoc post-retirement benefit in-
creases. Employees who are receiving monthly retirement benefits from the PERS, the HPRS,
the Defined Contribution Plan, the Chapter 27-17 judges or an employee receiving disability
benefits, or the spouse of a deceased annuitant receiving a surviving spouse benefit or if the
member selected a joint and survivor option are eligible to receive a credit toward their monthly
health insurance premium under the state health plan.

Effective July 1, 2015, the credit is also available to apply towards monthly premiums under the
state dental, vision and long-term care plan and any other health insurance plan. Effective August
1, 2019 the benefit may be used for any eligible health, prescription drug plan, dental, vision, or
long term care plan premium expense. The benefits are equal to $5.00 for each of the
employee's, or deceased employee's years of credited service not to exceed the premium in effect
for selected coverage. The retiree health insurance credit is also available for early retirement
with reduced benefits.

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB

At December 31, 2019, the Employer reported a liability of $82,447 for its proportionate share of
the net OPEB liability. The net OPEB liability was measured as of June 30. 2019, and the total
OPERB liability used to calculate the net OPEB liability was determined by an actuarial valuation
as of that date. The Employer's proportion of the net OPEB liability was based on the Employer's
share of covered payroll in the OPEB plan relative to the covered payroll of all participating OPEB
employers. At June 30, 2019, the Employer's proportion was 0.077749 percent, which was an
increase of 0.003492 from its proportion measured as of June 30, 2018.
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For the year ended December 31, 2019, the Employer recognized OPEB expense of $8,933. At
December 31, 2019, the Employer reported deferred outflows of resources and deferred inflows
of resources related to OPEB from the following sources:

Deferred Deferred
Qutflows Inflows
of Resources of Resources

Differences between expected and actual experience $ 1,541 % 1,951
Changes of assumptions 7.443 -
Net difference between projected and actual earnings

on pension plan investments 70 -

Changes in proportion and differences between
employer contributions and proportionate share of

contributions 2,703 -
Employer contributions subseguent to the

measurement date 2815 -

Total 3 14 572 3 1,951

$2.815 reported as deferred outflows of resources related to OPEB resulting from Employer
contributions subsequent to the measurement date will be recognized as a reduction of the net
OPERB liability in the year ended December 31, 2020

Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to OPEBs will be recognized in OPEB expense as follows:

Year ended December 31:

2021 $ 456
2022 456
2023 456
2024 454
2025 453
Thereafter 428

Actuarial assumptions. The total OPEB liability in the July 1, 2019 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the

measurement:
Inflation 2.50%
Salary increases Not applicable

Investment rate of return 7.25%, net of investment expenses

Cost-of-living adjustments None
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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 Intermediate 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 investment rate of return assumption for the RHIC fund was determined
using a building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of RHIC investment expense and inflation) are developed for each major
asset class. These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and
by adding expected inflation. Estimates of arithmetic real rates of return, for each major asset
class included in the RHIC's target asset allocation as of July 1, 2019 are summarized in the
following table:

Long-Term
Expected Real
Asset Class Target Allocation Rate of Return
Large Cap Domestic Equities 33% 6.00%
Small Cap Domestic Equities 6% 7.30%
International Equities 40% 2.07%
Core-Plus Fixed Income 21% 6.95%

Discount rate. The discount rate used to measure the total OPEB liability was 7.25%. The
projection of cash flows used to determine the discount rate assumed plan member and
statutory/Board approved employer contributions will be made at rates equal to those based on
the July 1, 2018, and July 1, 2017, HPRS actuarial valuation reports. For this purpose, only
employer contributions that are intended to fund benefits of current RHIC members and their
beneficiaries are included. Projected employer contributions that are intended to fund the service
costs of future plan members and their beneficiaries are not included. Based on those
assumptions, the RHIC fiduciary net position was projected to be sufficient to make all projected
future benefit payments of current plan members. Therefore, the long-term expected rate of return
on RHIC investments was applied to all periods of projected benefit payments to determine the
total OPEB liability.

Sensitivity of the Employer's proportionate share of the net OPEB liability to changes in
the discount rate. The following presents the net OPEB liability of the Plans as of June 30, 2019,
calculated using the discount rate of 7.25%, as well as what the RHIC net OPEB liability would
be if it were calculated using a discount rate that is 1-percentage-point lower (6.25 percent) or 1
percentage-point higher (8.25 percent) than the current rate:

1% Decrease CurrentDiscount 1% Increase

(6.25%) Rate (7.25%) (B.25%)
Employer's proportionate share of
the net OPEB liability 5 79,705 5 62,447 5 47 674
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NOTE 12 — PENSION PLAN
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 elected 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 was 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. For members hired on or
after January 1, 2020 the 2.00% multiplier was replaced with a 1.75% multiplier. The plan permits
early retirement at ages 55-64 with three or more years of service.

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 to 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 to 50% of
the member's accrued normal retirement benefit, or monthly payments in an amount equal to the
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member’'s accrued 100% Joint and Survivor retirement benefit if the member had reached normal
retirement age prior to date of death. If 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 NOPERS 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. |f 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 contribution rates are 7% and employer contribution
rates are 7.12% of covered compensation. For members hired on or after January 1, 2020
member contribution rates are 7% and employer contribution rates are 8.26% of covered
compensation

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 one percent of monthly salary or $25

13 to 24 months of service — Greater of two percent of monthly salary or $25

25 to 36 months of service — Greater of three percent of monthly salary or $25

Longer than 36 months of service — Greater of four percent of monthly salary or $25

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

At December 31, 2019, the Employer reported a liability of $738,980 for its proportionate share of
the net pension liability. The net pension liability was measured as of June 30, 2019, 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 June 30, 2018, the Employer's proportion was 0.063049
percent, which was an increase of 0.02291 from its proportion measured as of June 30, 2018.
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For the year ended December 31, 2019, the Employer recognized pension expense of 3146, 112.
At December 31, 2019, the Employer reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

Deferred Deferred
QOutflows Inflows
of Resources of Resources

Differences between expected and actual experience  $ 438 3 134 111
Changes of assumptions 276,137 237,088
Net difference between projected and actual earnings

on pension plan investments 12,875 -
Changes in proportion and differences between

employer contributions and proportionate share of

contributions 43,388 17,234
Employer contributions subsequent to the

measurement date 46,043 -

Total $ 378881 $ 388433

$46.043 reported as deferred outflows of resources related to pensions resulting from Employer
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ended December 31, 2020.

Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension expense as follows:

Year ended December 31:

2021 5 35,946
2022 11,358
2023 (19,816)
2024 (63,231)
2025 (19.852)
Thereafter -
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Actuarial assumptions. The total pension liability in the July 1, 2019 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the

measurement;
Inflation 2.50%
Salary increases Service At
Beginning State Non-State
Of Year Employee Employee
8] 12.00% 15.00%
1 9.50% 10.00%
2 7.25% 8.00%
3
4
Age
Under 30 7.25% 10.00%
30-39 6.50% 7.50%
40-49 6.25% 6.75%
50-59 5.75% 6.50%
60+ 5.00% 525%

“Age-based salary increase rates apply for employees with
three or more years of sernvice

Investment rate of return 7.50%, net of investment expenses
Cost-of-living adjustments  None

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 Intermediate 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. 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.
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Best estimates of arithmetic real rates of return for each major asset class included in the Fund'’s
target asset allocation are summarized in the following table:

Long-Term

Expected Real
Asset Class Target Allocation Rate of Return
Domestic Equity 30% 6.25%
International Equity 21% 6.95%
Private Equity 7% 10.15%
Domestic Fixed Income 23% 2.11%
International Fixed Income 0% 0.00%
Global Real Assets 19% 541%
Cash Equivalents 0% 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 (to the extent that the contributions for use with the long-term expected rate of return are not
met).

For the purpose of this valuation, the expected rate of return on pension plan investments is
7.50%: the municipal bond rate is 3.13%; and the resulting Single Discount Rate is 7.50%.

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 7,50 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 (6.50 percent) or 1-percentage-point higher (8.50 percent) than
the current rate:

124 Decreasa Current Discount 1% Increase
(6.50°%) Rate (7.50%) (B8.50%)
Employer's proportionate share of
the net pension liability 3 1,059,538 5 738,980 -3 459, 655

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net
position is available in the separately issued NDPERS financial report.
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NDPERS Law Enforcement Retirement System (Law Enforcement System)

The following brief description of the Law Enforcement System is provided for general information
purposes only. Participants should refer to NDCC Chapter 54-52 for more complete information.

The Law Enforcement System is a cost-sharing multiple-employer defined benefit pension plan
that covers peace officers and correctional officers employed by participating political
subdivisions. Effective August 1, 2015, the plan will include National Guard Security Officers and
Firefighters. The Law Enforcement System 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 elected 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. The Law Enforcement System has no provision or policies with
respect to automatic and ad hoc post-retirement benefit increases. Members of the Law
Enforcement 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
(55) with three or more years of service. 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. For members first enrolled in the plan after December 31, 2019 the muitiplier
was reduced from 2.0% to 1.75%. The plan permits early retirement at ages 50-55 with three or
more years of service.

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 to 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 in the Law Enforcement 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 Law Enforcement System,
the surviving spouse will be entitled to a single payment refund, life-time monthly payments in an
amount equal to 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. If the surviving spouse dies
before the member's accumulated pension benefits are paid, the balance will be payable to the
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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 of
disabled is set by the NDPERS in the North Dakota Administrative Code.

Refunds of Member Account Balance

Upon termination, if a member of the Law Enforcement System is not vested (is not 55 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. |f 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 established as a percent of covered
compensation. Member contribution rates are set by statute and employer contribution rates are
set by the Board. Contribution rates for the Law Enforcement System are established as follows:

_ Member Employer contribution
Plan ) contribution rate  rate
| Law Enforcement with previous service
Political Subdivisions 5.50% 981%
State | 6.00% 981%
National Guard 5.50% 9.81%
Law Enforcement without previous service | 5.50% 7.93%

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 one percent of monthly salary or $25

13 to 25 months of service — Greater of two percent of monthly salary or $25

25 to 36 months of service — Greater of three percent of monthly salary or $25

Longer than 36 months of service — Greater of four percent of monthly salary or $25

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

At December 31, 2019, the Employer reported a liability of $62 503 for its proportionate share of
the net pension liability. The net pension liability was measured as of June 30, 2019, 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/contributions in the Law Enforcement System pension plan relative to
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the covered payroll/contributions of all participating Law Enforcement System employers. At June
30, 2019, the Employer's proportion was 0.525549 percent, which was a decrease of 0.020095
from its proportion measured as of June 30, 2018

For the year ended December 31, 2019, the Employer recognized pension expense of $17,396.
At December 31, 2019, the Employer reporied deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

Deferred Deferred
Qutflows Inflows
of Resources of Resources

Differences between expected and actual experience 3 7,990 ] 7,644
Changes of assumptions 44 801 45 503
Net difference between projected and actual earnings

on pension plan investments 1,766 -

Changes in proportion and differences between
employer contributions and proportionate share of

contributions 1,216 14 484
Employer contributions subsequent to the

measurement date 5,482 -

Total 3 81,255 3 67.631

$5 482 reported as deferred outflows of resources related to pensions resulting from Employer
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ended December 31, 2020.

Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension expense as follows:

Year ended December 31

2021 3 3632
2022 294

2023 1.201

2024 (7.079)
2025 (9,906)
Thereafter -
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Actuarial assumptions. Actuarial assumptions. The total pension liability in the July 1, 2019
actuarial valuation was determined using the following actuarial assumptions, applied to all
periods included in the measurement:

Inflation 2.50%
Salary increases Service At
Beginning State Non-State
Of Year Employee Employee
0 12.00% 15.00%
1 9.50% 10.00%
2 7.25% 8.00%
3
4
Age
Under 30 7.25% 10.00%
30-39 6.50% 7.50%
40-49 6.25% 6.75%
50-59 575% 6.50%
60+ 5.00% 5.25%
*Age-based salary increase rates apply for employees with
three or more years of senice
Investment rate of return 7.50%, net of investment expenses

Cost-of-living adjustments  None

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 Intermediate 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 retun
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return
by weighting the expected future real rates of return by the target asset allocation percentage and
by adding expected inflation. Best estimates of arithmetic real rates of return for each major asset
class included in the Fund's target asset allocation are summarized in the following table:
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Long-Term
Expected Real

As=zet Class Target Allocation Rate of Return
Domestic Equity 30% 6.25%
International Equity 21% 6.95%
Frivate Equity 7% 10.15%
Domestic Fixed Income 23% 211%
International Fixed Income 0% 0.00%
Global Real Assets 19% 541%
Cash Equivalents 0% 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 (to the extent that the contributions for use with the long-term expected rate of return are not
met).

For the purpose of this valuation, the expected rate of return on pension plan investments is
7.50%: the municipal bond rate is 3.13%; and the resulting Single Discount Rate is 7.50%.

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 7.50 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 (6.50 percent) or 1-percentage-point higher (8.50 percent) than
the current rate:

1% Decrease Current Discount 1% Increase
(6.50%) Rate (7.50%) (8.50%)
Employer's proportionate share of
the net pension liability $ 122,201 $ 62,503 $ 13,548

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary
net position is available in the separately issued NDPERS financial report.
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NOTE 13 - COMMITMENTS
During 2018, the City entered into a capital lease for a Skid Steer Loader. $8,102 was paid at the

signing of the lease and 4 additional annual payments of $8,102 are required, including interest
of 5.75%. Final payment is due in 2022. Remaining payments are as follows:

Year ended December 31:

2020 S 8102
2021 8,102
2022 8.102

NOTE 14 - SUBSEQUENT EVENTS

On June 2, 2020, the road crew working in Bowman gave the City of Bowman 200 tons of chips
at no cost on completion of the road project.

On September 15, 2020, the City received $145,644 from the ND State Corona Virus Relief Fund
which went into the General Fund as required.

The Company has evaluated subsequent events through May 19, 2021, the date which the
financial statements were available to be issued.
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SCHEDULE OF THE EMPLOYER'S SHARE OF NET OPEB LIABILITY
AND EMPLOYER CONTRIBUTIONS
FOR THE YEAR ENDED DECEMBER 31, 2019

Schedule of Employer's Share of Net OPEB Liability
ND Public Employees Retirement System
LAST 10 FISCAL YEARS*

2017 2018 2019
Employer’'s proportion of the net
OPEB liability (asset) 0.071689% 0.074257% 0.077749%
Employer's proportionate share of
the net OPEB liability (asset) 56,707 58,482 62,447
Employer's covered-employee
payroll 775,559 812,535 867,573

Employer’s proportionate share of

the net OPEB liability (asset)

as a percentage of its covered-

employee payroll 7.31% 7.20% 7.20%
Plan fiduciary net position as a

percentage of the total OPEB

liability 59.78% 61.89% 63.13%

*Complete data for this schedule is not available prior to 2017.

Schedule of Employer Contributions
ND Public Employees Retirement System
Last 10 Fiscal Years™

2017 2018 2019

Statutorily required contribution 9,015 9,531 10,090
Contributions in relation to the

statutory required contribution (9,034) (8,516) (9,862)
Contribution deficiency (excess) (19) 1,015 228
Employer's covered-employee

payroll 775,559 812,535 867,573
Contributions as a percentage of

covered-employee payroll 1.16% 1.05% 1.14%

*Complete data for this schedule is not available prior to 2017.
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Schedule of Employer's Share of Net Pension Liability
ND Public Employees Retirement System

Last 10 Fiscal Years®
2016 2017 2018 2019
Employer's proportion of the net
pension liability (asset) 0.083534% 0.056917% 0.060858% 0.063045%
Employer's proportionate share of
the net pension liability (asset) 432 020 554 712 978,188 738,980
Employer's covered-employee
payroll 5686.010 573,582 621,269 655,819
Employer's proportionate share of
the net pension liability (asset)
as a percantage of its covered-
employee payroll 86.71% 157.45% 164 27% 112 68%
Plan fiduciary net position as a
percentage of the total pension
liability 70.46% 61.98% 62 80% 71.686%
*Complete data for this schedule is not available prior to 2015.
Schedule of Employer Contributions
ND Public Employees Retirement System
Last 10 Fiscal Years™
2016 2017 2018 2018
Statutorily required contribution 42 953 41,527 45,049 47 747
Contributions in relation to the
statutory required contribution (40,300) 47 626 43 342 (46 580)
Contribution deficiency (excess) 2,693 (6.099) 1,707 1.167
Employer's covered-employee
payroll 566,010 573,592 621.269 655,818
Contributions as a percentage of
covered-employee payroll 7.60% 8.30% 6.98% 7.10%

*Complete data for this schedule is not available prior to 2015
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Schedule of Employer's Share of Net Pension Liability
ND Public Employees Retirement System — Law Enforcement
Last 10 Fiscal Years*®

2016 2017 2018 2019
Employer's proportion of the net
pension liability (asset) 0.678775% 0.536368% 0.545644% 0.525549%
Employer's proportionate share of
the net pension liability (asset) 77777 118,088 127,158 62.503
Employer's covered-employes
payroll 191,587 154,290 188,362 211,754

Employers proportionate share of

the net pension liability (asset)

as a percentage of its covered-

employee payroll 40.60% 76.54% 67.51% 28.52%
Plan fiduciary net position as a

percentage of the total pension

liability 78.73% £9.86% 7164% 84.95%

*Complete data for this schedule is not available prior to 2015.
Schedule of Employer Contributions

ND Public Employees Retirement System — Law Enforcement
Last 10 Fiscal Years™

2016 2017 2018 2018

Statutorily required contribution 16,183 16,120 17,328 19,773
Contributions in relation to the

statutory required contribution (19,540) (18,024) {16,805) (20,685)
Contribution deficiency {excess) 3,357 1,904 (523) (812)
Employer's covered-employee

payroll 191,587 154,290 188 362 211,754
Contributions as a percentage of

covered-employee payroll 10.20% 11.68% 8.92% 9.77%

*Complete data for this schedule is not available prior to 2015.
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I CITY OF BOWMAN
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
l COMPARISON OF BUDGET AND ACTUAL — GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2019
I Original Final Variance with
Budget Budget Actual Final Budget
Revenues
I Taxes 5 362,500 5 362,500 5 360,081 5 (2.419)
Licenses and permits 11,075 11,075 11,429 354
Intergovernmental revenues 1,154 056 1,154 056 1,191,421 37,365
Charges for services 7,050 7,050 10,420 3,370
I Fines and forfeitures 150 150 365 215
Investment earnings 65,000 65,000 138,217 73217
Other income 11,450 11,450 11,441 (9)
l internal services 21,100 21,100 19,752 (1,348)
Total revenues 1,632,381 1,632 381 1,743,126 110,745
l Expenditures
General government 467 156 509 475 459658 (139,817)
Public safety 481 745 500,297 482 388 {7.909)
Public warks 227 825 244 591 156 428 (88,163)
Culture and recreation 176,450 185 462 182,281 (2,481)
Other 4250 4250 18,726 15 476
l Total expenditures 1,357,426 1,534,075 1,311,181 (222.894)
Excess (deficiency) of revenues
l over expenditures 274955 98,306 431,945 333,638
Other financing sources (uses)
Transfers in - - 56,762 56,762
l Transfers out (254,833) (304,833) (271,433) 33,400
Total other financing
sources (uses) (254 833) (304,833) (214 671) 90,162
I Met change in fund balance s 20122 $  (206,527) 217 274 5 423,801
I Fund balance - beginning 2,447 317
Fund balance - ending 5 266459
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

COMPARISON OF BUDGET AND ACTUAL — HEALTHCARE SALES TAX FUND
FOR THE YEAR ENDED DECEMBER 31, 2019

Original Final Variance with
Budget Budget Actual Final Budget
Revenues
Taxes b 300,000 $ 300,000 422 863 % 122 863
Expenditures
Other 300,000 621,348 485341  (136.007)
Met change in fund balance 5 (321.248) (62478 & 258,870
Fund balance - beginning 243 461
Fund balance - ending 180,883




I CITY OF BOWMAN
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
l COMPARISON OF BUDGET AND ACTUAL — GATEWAY INDUSTRIAL PARK FUND
FOR THE YEAR ENDED DECEMBER 31, 2019
l Original Final Variance with
Budget Budget Actual Final Budget
Expenditures
| Public safety $ - $ 449630 § 411782 §  (37.888)
Met change in fund balance b - ] 448 630 (411,762) 8 (37.868)
l Fund balance - beginning 449630
l Fund balance - ending g 37 868
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I CITY OF BOWMAN
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
I COMPARISON OF BUDGET AND ACTUAL — NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2019
I Original Final Variance with
Budget Budget Actual  Final Budget
Revenues
I Taxes 5 - 3 - 8 280,615 % 280,815
Licenses and permits - - 17,500 17,500
Intergovernmental revenues 199,685 199.685 276 669 76,884
I Total revenues 199,685 199685 574 784 375,099
Expenditures
l General government 27,400 180,876 154 065 (26,811)
Public safety 6.000 - - -
Public works 451,335 607 267 283092 (324, 175)
Culture and recreation 51,000 320,342 282 408 (37 934)
l Community development 20,000 20,000 - (20,000)
Debt service 101,150 101,150 101,132 (18)
Capital outlay 2 i 172,000 172,000
I Total expenditures 656,885 1,229 635 992 697 (236.938)
Excess (deficiency) of revenues
I gver expenditures (457 200) {1,029,950) (417 813) 612,037
Other financing sources (uses)
Transfers in 262 433 262 433 271433 9,000
I Transfers out - (56,762) (568.762) -
Total other financing
l sources (uses) 262 433 205671 214 671 §.000
Met change in fund balance $ (184767) § (B24279) (203242) & 621,037
I Fund balance - beginning 866,085
Fund balance - ending ] 662 843
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CITY OF BOWMAN

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2019

NOTE 1 - OPEB

Changes of benefit terms. Beginning January 1, 2020, members first enrolled in the NDPERS
Main System and the Defined Contribution Plan on or after that date will not be eligible to
participate in RHIC. Therefore, RHIC will become for the most part a closed plan. There have
been no other changes in plan provisions since the previous actuarial valuation as of July 1, 2018.

Changes of assumptions. The Board approved the following changes to the actuarial
assumptions beginning with the July 1, 2019 valuation:
« The investment return assumption was lowered from 7.50% to 7.25%.

All other actuarial assumptions and the actuarial cost method are unchanged from the last
actuarial valuation as of July 1, 2018,

NOTE 2 — PENSION — MAIN SYSTEM

Changes of benefit terms. The interest rate earned on member contributions will decrease from
7.25 percent to 7.00 percent effective January 1, 2020 (based on the adopted decrease in the
investment return assumption). New Main System members who are hired on or after January 1,
2020 will have a benefit multiplier of 1.75 percent (compared to the current benefit multiplier of
2.00 percent). The fixed employer contribution for new members of the Main System will increase
from 7.12 percent to 8.26 percent. For members who terminate after December 31, 2019, final
average salary is the higher of the final average salary calculated on December 31, 2019 or the
average salary earned in the three highest periods of twelve consecutive months employed during
the last 180 months of employment. There have been no other changes in plan provisions since
the previous actuarial valuation as of July 1, 2018.

Changes of assumptions. The Board approved the following changes to the actuarial
assumptions beginning with the July 1, 2019 valuation:
¢ The investment return assumption was lowered from 7.75% to 7.50%.

All other actuarial assumptions and the actuarial cost method are unchanged from the last
actuarial valuation as of July 1, 2018.

NOTE 3 — PENSION - LAW ENFORCEMENT

Changes of benefit terms. The interest rate earned on member contributions will decrease from
7.25 percent to 7.00 percent effective January 1, 2020 (based on the adopted decrease in the
investment return assumption). New Public Safety members who are hired on or after January 1,
2020 will have a benefit multiplier of 1.75 percent (compared to the current benefit multiplier of
2.00 percent). For members who terminate after December 31, 2019, final average salary is the
higher of the final average salary calculated on December 31, 2019 or the average salary earned
in the three highest periods of twelve consecutive months employed during the last 180 menths
of employment. There have been no other changes in plan provisions since the previous actuarial
valuation as of July 1, 2018.
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CITY OF BOWMAN

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION - CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2019

Changes of assumptions. The Board approved the following changes to the actuarial
assumptions beginning with the July 1, 2019 valuation:
e The investment return assumption was lowered from 7.75% to 7.50%

All other actuarial assumptions and the actuarial cost method are unchanged from the last
actuarial valuation as of July 1, 2018.

NOTE 4 - BUDGETARY INFORMATION

The City Council adopts an annual budget on a basis consistent with the cash basis of accounting
for the general fund, each special revenue fund and each debt service fund of the municipality.
Annual appropriations lapse at year end.

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 City Auditor shall send to
the County Auditor a certified copy of the levy and a certified copy of the final budget.
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HOLMSTROM o Dl

CERTIFIED PUELIC ACCOUNTANTS

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

The City Commission
City of Bowman

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 Comptrolier General of the United States, the financial statements of the
governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of City of
Bowman as of and for the year ended December 31, 2019, and the related notes to the financial
statements, which collectively comprise City of Bowman's basic financial statements, and have
issued our report thereon dated May 19, 2021,

Internal Control over Financial Reporting

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

Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting 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 that we consider to be material weaknesses and significant
deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. We consider the deficiencies described in the
accompanying schedule of findings and questioned costs as items 2019-001, 2019-002, and
2019-003 to be material weaknesses.
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A significant deficiency is a deficiency. or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described in the accompanying schedule of
findings and questioned costs as item 2019-004 to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Bowman'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 item 2018-003.

City of Bowman's Response to Findings

City of Bowman's response to the findings identified in our audit is described in the accompanying
schedule of findings and responses. City of Bowman'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 Govemment Auditing Standards in considering the entity's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Em Ut LLP

May 19, 2021
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CITY OF BOWMAN

SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2019

2019-001 Preparation of Financial Statements
Material Weakness in Internal Control over Financial Reporting

Criteria — A good system of internal accounting control contemplates an adequate system for the
preparation of the financial statements and accompanying notes to the financial statements.

Condition — The City does not have an internal control system designed to provide for the
preparation of the financial statements being audited. As auditors, we were requested to draft the
financial statements and accompanying notes to the financial statements.

Cause — The control deficiency could result in a misstatement in the presentation of the financial
statements.

Effect — Inadequate control over financial reporting of the City could result in the more than a
remote likelihood that the City would not be able to draft the financial statements and
accompanying notes to the financial statements without material errors.

Recommendation — The circumstance is not unusual in an organization of your size. [t is the
responsibility of management and those charged with governance to make the decision whether
to accept the degree of risk associated with this condition because of cost or other considerations.

Views of Responsible Officials -

Since it is not cost-effective or fiscally responsible for a municipality of our size to have staff to
prepare audit-ready financial statements, we have chosen to hire Schmitz-Holmstrom, LLP, a
public accounting firm, to assist in the preparation of the financial statements as part of the 2018
audit of the City of Bowman MNorth Dakota.

The City Commission is given monthly reports of all revenue, expenses and cash reports for
review and approval.

2019-002 Segregation of Duties
Material Weakness in Internal Control over Financial Reporting

Criteria - A good system of internal accounting control contemplates an adequate segregation of
duties so that no one individual handles a transaction from its inception to its completion and that
there is proper approval of transactions.

Condition — The City has a lack of segregation of duties in certain areas, specifically the cash
receipt process and the review and approval process of manual journal entries due to limited staff.

Cause — The City has not implemented internal control procedures to ensure there is adequate
segregation of duties related to all transactions handled in the accounting office and there are a
limited number of employees to segregate all of the duties.
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CITY OF BOWMAN

SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2018

Effect — Inadequate segregation of duties could adversely affect the City's ability to detect
potential material misstatements to the financial statements or fraudulent activity in a timely
manner.

Recommendation — While we recognize that your office staff may not be large enough to permit
complete segregation of duties in all respects for an effective system of internal control, all
accounting functions should be reviewed to determine if additional segregation is feasible.

Views of Responsible Officials —

At the present time, the City has segregated the duties of all 3 key office personnel in the most
efficient manner possible. Due to cost constraints, staff is limited and there will be no further
administrative employees added.

Manual journal entries are either approved by the finance commissioner by using a form with the
finance commissioner signing off on it or the City Commission giving approval in a meeting and
motioned for approval in the minutes, so it is unclear what more could be done.

2019-003 Recording of Fixed Assets
Material Weakness in Internal Control over Financial Reporting and Noncompliance

Criteria — Capital assets, primarily related to infrastructure, are not all recorded as capital assets
in the accounting records.

Condition — The City does not have all its capital assets recorded, primarily related to
infrastructure.

Cause — The City has not appropriately recorded all its capital assets, primarily related to
infrastructure.

Effect — Missing or inappropriately recording capital assets results in a capital assets balance that
is lower than appropriate and a net position balance that is lower than appropriate.

Recommendation — All capital assets should be recorded as assets. We recommend compiling
records and recording the capital assets appropriately.

Previous audits were completed by Jim Wosepka, PC, and he was responsible for updating the
fixed assets list for the City of Bowman, ND. The report was never printed in the audit, therefore
never reviewed by the Commission or City Financial Auditor for completeness. Upon switching
external auditors it was noticed that there were infrastructure items missing and the list will be
updated in the future.
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CITY OF BOWMAN

SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2019

2019-004 Compensated Absences Policy
Significant Deficiency in Internal Control over Financial Reporting

Criteria — City of Bowman Employee Policy Manual Vacation Benefits policy.

Condition — Under certain circumstances the City allows employees to carry over more vacation
leave than the formal policy permits.

Cause — It has been the City’s practice to allow additional carry over under certain circumstances.

Effect — Noncompliance with the formal policy. Not following the formal policy could mean
inconsistencies and excessive carry over of vacation leave.

Recommendation — The City of Bowman should follow its formal policy or adopt amendments to
the policy to bring it into alignment with current practices.

Views of Responsible Officials —

The Auditor has been given the discretion by the City Commission to adjust the use of vacation
in certain circumstances, moving forward this language will be added into the policy per board
approval.
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