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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Mandan Airport Authority
Mandan, North Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of the Mandan Airport Authority, an
enterprise fund of the City of Mandan, North Dakota, as of and for the year ended December 31,
2019, and the related notes to the financial statements, which collectively comprise the Mandan
Airport Authority 's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with 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 an opinion 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 audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the Mandan Airport Authority, an enterprise fund of the City of
Mandan, North Dakota, as of December 31, 2019, and the respective changes in financial
position and cash flows for the year ended in accordance with the accounting principles
generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1, the financial statements of the Mandan Airport Authority, an enterprise
fund of the City of Mandan, North Dakota, are intended to present the financial position, the
changes in financial position, and cash flows of only that portion of the business-type activities
of the City of Mandan that is attributable to the transactions of the Mandan Airport Authority.
They do not purport to, and do not, present fairly the financial position of the City of Mandan,
North Dakota as of December 31, 2019, the changes in its financial position, or its cash flows for
the year then ended in conformity with accounting principles generally accepted in the United
States of America. Our opinion is not modified with respect to this matter.

Other Matters

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 the 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 an opinion on the financial statements that
collectively comprise the Mandan Airport Authority’s basic financial statements. The Governing
Board and Appointed Official listing is presented for purposes of additional analysis and is not a
required part of the basic financial statements.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report
dated September 29, 2020 on our consideration of the Mandan Airport Authority’s internal
control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is solely to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Mandan Airport Authority’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Authority's internal controls over financial
reporting and compliance.

orudy Mars

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

September 29, 2020
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MANDAN AIRPORT AUTHORITY
STATEMENT OF NET POSITION — PROPRIETARY FUND
FOR THE YEAR ENDED DECEMBER 31, 2019

ASSETS

Current assets

Cash and cash equivalents $ 724,921
Restricted cash and cash equivalents 794,792
Taxes receivable 14,678
Accounts receivable 38,493
Intergovernmental receivable 892
Inventories 24,703
Prepaid expenses 8,183
Total current assets 1,606,662
Capital assets not being depreciated
Land 856,771
Construction work in progress 1,324,063
Capital assets (net of depreciation)
Buildings and infrastructure 9,831,047
Machinery and equipment 134,146
Total capital assets 12,146,027
Total noncurrent assets 12,146,027
Total assets 13,752,689
LIABILITIES
Current liabilities
Salaries and benefits payable 2,290
Accounts payable 82,428
Construction and retainage payable 103,961
Compensated absences 4,271
Due to City of Mandan 7,914
Interest payable 3,738
Prepaid revenues 61,144
Revenue bonds payable 168,070
Total current liabilities 433,816
Noncurrent liabilities
Compensated absences 28,163
Revenue bonds payable, net of discount 749,901
Total noncurrent liabilities 778,064
Total liabilities 1,211,880
NET POSITION
Net investment in capital assets 11,124,095
Restricted for:
Debt service 110,217
Capital projects 684,575
Unrestricted 621,922
Total net position $ 12,540,809

See Notes to Financial Statements



MANDAN AIRPORT AUTHORITY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN
NET POSITION - PROPRIETARY FUND
DECEMBER 31, 2019

Operating revenues
Charges for services $ 379,645
Total operating revenues 379,645

Operating expenses

Salaries and benefits 114,956
Professional fees and services 4,282
Insurance 8,775
Travel and training 2,648
Utilities 26,427
Publishing and printing 2,446
Dues and memberships 1,897
Supplies and maintenance 226,707
Repairs and maintenance 6,024
Depreciation 510,295
Possesory leasehold tax 13,856
Total operating expenses 918,313
Operating income (loss) (538,668)
Nonoperating revenues (expenses)
Taxes 371,075
Intergovernmental 856,531
Interest income 3,396
Miscellaneous 5,361
Gain (loss) on disposal of capital assets (25,714)
Debt service:
Interest expense (14,859)
Total nonoperating revenues (expenses) 1,195,790
Change in net position 657,122
Net position - January 1 11,883,687
Net position - December 31 $ 12,540,809

See Notes to the Financial Statements
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MANDAN AIRPORT AUTHORITY
STATEMENT OF CASH FLOWS - PROPRIETARY FUND
FOR THE YEAR ENDED DECEMBER 31, 2019

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers $ 341,152
Payments to employees (93,828)
Payments to suppliers (222,960)

Net cash provided (used) by operating activities 24,364

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Taxes 371,261
Intergovernmental 182,273
Miscellaneous receipts 5,360
Due to City of Mandan 722

Net cash provided (used) by noncapital financing activities 559,616

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Intergovernmental 677,831
Purchases of capital assets (1,071,948)
Proceeds from issuance of long term debt 684,575
Principal paid on capital debt (94,316)
Interest paid on capital debt (15,812)

Net cash provided (used) by capital and related financing activities 180,330

CASH FLOWS FROM INVESTING ACTIVITIES

Interest received 3,396
Net cash provided (used) by investing activities 3,396
Net increase (decrease) in cash and cash equivalents 767,706
Cash and cash equivalents - January 1 752,007
Cash and cash equivalents - December 31 $ 1,519,713

RECONCILIATION OF CASH AND CASH EQUIVALENTS

Cash and cash equivalents $ 724,921
Restricted cash and cash equivalents 794,792
$1510713

NONCASH DISCLOSURES
Loss of disposal of building $ 25,714

See Notes to Financial Statements
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MANDAN AIRPORT AUTHORITY
STATEMENT OF CASH FLOWS — PROPRIETARY FUND — CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2019

Reconciliation of operating loss to net cash used by operating activities

Operating income (loss) $ (538,668)
Adjustments to reconcile operating income (loss)
to net cash provided (used) by operating activities:

Depreciation expense 510,295
Effect on cash flows due to changes in:
Accounts receivable (35,253)
Inventories 19,985
Prepaid expenses (818)
Salaries and benefits payable 2,290
Compensated absences 18,838
Accounts payable 50,935
Prepaid revenues (3,240)
Total adjustments 563,032
Net cash provided (used) by operating activities $ 24,364

See Notes to Financial Statements
-7 -



MANDAN AIRPORT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE1l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Mandan Airport Authority, Mandan, North Dakota, operates under Chapter 2-06 of the
North Dakota Century Code. The financial statements of the Mandan Airport Authority, an
enterprise fund of the City of Mandan, North Dakota, have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as applicable
to governments. The Airport has adopted the pronouncements of the Governmental Accounting
Standards Board (GASB), which is the nationally accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more significant of
the Airport's accounting policies are as follows:

Reporting Entity

For financial reporting purposes, the Airport has included all funds and activities that make up its
legal entity. The Airport has also considered all potential component units for which it is
financially accountable, and other organizations for which the nature and significance of their
relationship with the Airport are such that exclusion would cause the Airport's financial
statements to be misleading or incomplete. The Governmental Accounting Standards Board has
set forth criteria to be considered in determining financial accountability. These criteria include
appointing a voting majority of an organization’s governing body and (1) the ability of the Airport
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 Airport.

As required by accounting principles generally accepted in the United States of America, these
financial statements present the Airport’s funds and activities based on these criteria since there
are no component units to include in the Airport’s reporting entity.

Measurement Focus and Basis of Accounting

The proprietary statements are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of cash flows.

The Airport Authority follows the pronouncements of the Governmental Accounting Standards
Board (GASB), which is the nationally accepted standard-setting body for establishing
accounting principles generally accepted in the United States of America for governmental
entities.

Non-exchange transactions, in which the Airport gives (or receives) value without directly
receiving (or giving) equal value in exchange, include property taxes, grants, entitlements, and
donations. 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 is recognized in
the fiscal year in which all eligibility requirements have been satisfied.

Under the terms of grant agreements, the Airport funds certain programs by a combination of
specific cost-reimbursement grants and general revenues. Thus, when program expenses are
incurred, both restricted and unrestricted net position is available to finance the program, it is
the Airport’s policy to first apply cost-reimbursement grant resources to such programs, and
then by general revenues.



MANDAN AIRPORT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2019

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

Cash and Cash Equivalents

Cash and cash equivalents for reporting purposes includes cash on hand, demand deposits,
and short-term, highly liquid investments that are readily convertible to known amounts of cash
and so near their maturity that they present insignificant risk of changes in value because of
changes in interest rates. This includes investments with original maturity of three months or
less.

Restricted Cash

Restricted cash consists of certain resources set aside as required by debt service agreements
and unspent bond proceeds.

Investments

State statutes authorize the Airport to invest in state and local securities, commercial paper,
bonds, treasury bills and notes, or other securities that are a direct obligation of, or an obligation
insured or guaranteed by, the treasury of the United States, or its agencies, instrumentalities, or
organizations created by an act of Congress, securities sold under agreements to repurchase
written by a financial institution in which the underlying securities for the agreement to
repurchase are of the type listed above, certificates of deposit fully insured by the federal
deposit insurance corporation or the state, obligations of the state.

Taxes Receivable

Taxes receivable represent the past three years of delinquent uncollected taxes. No allowance
has been established for uncollectible taxes receivable.

The county treasurer acts as an agent to collect property taxes levied in the county for all taxing
authorities. Any material collections are distributed after the end of the month. Property taxes
are levied as of January 1. The property taxes attach as an enforceable lien on property on
January 1. The tax levy may be paid in two installments: the first installment includes one-half of
the real estate taxes and all the special assessments; the second installment is the balance of
the real estate taxes. The first installment is due by March 1 and the second installment is due
by October 15. A five percent discount is allowed if all taxes and special assessments are paid
by February 15. After the due dates, the bill becomes delinquent and penalties are assessed.
Most property owners choose to pay property taxes and special assessments in a single
payment on or before February 15 and receive the five percent discount on the property taxes.

Accounts Receivable

Accounts receivable consists of amounts owed on open accounts from private individuals or
organizations for goods and services furnished by the Airport and are shown net of an
allowance. Accounts receivable in excess of 90 days comprise the accounts receivable
allowance.



MANDAN AIRPORT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2019

Intergovernmental Receivable

Intergovernmental receivable consists of amounts due to the Airport from the Federal Aviation
Administration and from the North Dakota Aeronautics Commission.

Inventories and Prepaid Expenses

Inventories consist of fuel for internal use and not held for re-sale. Inventories are valued at
lower of cost or market using the first-in/first-out method.

Prepaid expenses reflect payments for costs applicable to future accounting periods.
Capital Assets

Capital assets, which include land, buildings and infrastructure, machinery and equipment, and
construction work in progress, are valued at historical cost or at estimated historical cost if
actual historical cost is not available. Donated capital assets are valued at acquisition value on
the date of donation. Where necessary, estimates of original cost are derived by factoring price
levels from the current period to the time of acquisition.

All other capital assets with an original cost of $5,000 or more per unit and an estimated useful
life in excess of two years are capitalized and reported in the financial statements. Capital asset
costs include the purchase price or construction cost, plus the costs necessary to place the
asset in its intended location and condition for use. Interest costs on self-constructed assets are
not capitalized. Normal maintenance and repair costs that do not materially add to the value or
extend the life of the asset are not capitalized.

Infrastructure consists of runways, including those infrastructure assets acquired prior to June
30, 1980. Infrastructure is reported in the financial statements.

Capital assets, along with accumulated depreciation and depreciation expense, are reported in
the financial statements.

Land and construction work in progress are not depreciated. Capital assets are depreciated
using the straight-line method over the following estimated useful lives:

Assets Years
Buildings 50
Infrastructure 30
Machinery and equipment 5

Due to City of Mandan

Due to City of Mandan consists of a payable to the City of Mandan at December 31, 2019.

-10 -



MANDAN AIRPORT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2019

Prepaid Revenues

Prepaid revenues are recognized when cash, receivables, or other assets are received prior to
their being earned.

Compensated Absences
Annual Leave

Eligible Airport employees accrue vested annual leave at a variable rate based on years of
service. In general, accrued annual leave cannot exceed 240 hours as of the employee’s
anniversary date. The amount of annual leave earned ranges between eight and sixteen hours
per month.

The financial statements present the cost of accumulated annual leave as a liability. Proprietary
Funds recognize the expense and accrued liability when the annual leave is earned.

Sick Leave

Eligible Airport employees accrue sick leave at the rate of 8 hours per month without limitation
on the amount that can be accumulated. Employees vesting between the ages of 62 to 64, the
Airport is liable for one-third of the employee’s accumulated unused sick leave up to a maximum
of 60 days. Employees vesting at age 65 or older, the Airport is liable for all the employee’s
accumulated unused sick leave up to a maximum of 60 days. The financial statements present
the estimated cost of sick leave as a liability after an employee has reached age 62.

Long-Term Obligations

In the financial statements, long-term debt and other long-term obligations are reported as
liabilities in the statement of net position.

Revenues and Expenditures/Expenses

Revenues and expenses of proprietary funds are classified as operating or nonoperating and
are subclassified by object. Operating revenues consist of sales of goods and services, rentals
and leases. All other revenues that do not meet the above criteria should be classified as non-
operating.

NOTE 2 DEPOSITS

The Airport minimizes custodial credit risk by restrictions set forth in state statute. Custodial
credit risk is the risk associated with the failure of a depository financial institution. In the event
of a depository financial institution’s failure the Airport would not be able to recover its deposits
or collateralized securities that are in the possession of outside parties. The Airport does not
have a formal policy that addresses custodial credit risk for deposits. However, in accordance
with state statutes, the Airport’'s board requires that all Airport funds be deposited at financial
institutions that are covered by federal deposit insurance. State statutes also require that the
deposits be protected by insurance, collateral or a surety bond. The fair value of the collateral
pledged must be equal to or greater than 110% of the deposits not covered by insurance or
bonds. The only exception is for funds that are deposited with the Bank of North Dakota, which
is owned and backed by the full faith and credit of the State of North Dakota.
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MANDAN AIRPORT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2019

At December 31, 2019, the carrying amount of the Airport's deposits was $1,519,713 and the
bank balance was $1,523,636. The bank balance was covered by Federal Depository Insurance
and securities held by the pledging financial institutions’ agents in the government’s names.

NOTE 3 INVESTMENTS

The investment policies of the Airport are governed by state statutes, indicating that all public
funds must be deposited in the Bank of North Dakota unless there are other constitutional or
statutory provisions.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates of debt securities will adversely affect
the fair value of an investment. The price of debt security typically moves in the opposite
direction of the change in interest rates. The Airport does not have a formal investment policy
that limits investment maturities as a means of managing its exposure to potential fair value
losses arising from future changes in interest rates.

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The Airport does not have an investment policy that specifically addresses credit
risk.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s
investment in a single issuer. The Airport does not have an investment policy that specifically
addresses concentrations of credit risk in a single issuer.

Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair

value of an investment or a deposit. The Airport does not have a formal investment policy
governing foreign currency risk.
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MANDAN AIRPORT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS — CONTINUED

NOTE 4 CAPITAL ASSETS

DECEMBER 31, 2019

The following is a summary of capital assets during the fiscal year:

Balance Balance
1/1/2019 Additions Deletions Transfers 12/31/2019
Capital assets not being depreciated:
Land $ 441771 $ - $ - $ 415000 $ 856,771
Construction work in progress 652,964 1,086,099 - (415,000) 1,324,063
Total capital assets not being depreciated 1,094,735 1,086,099 - - 2,180,834
Capital assets being depreciated:
Buildings and infrastructure 15,536,985 - (55,899) 15,481,086
Machinery and equipment 643,864 66,065 - 709,929
Total capital assets being depreciated: 16,180,849 66,065 (55,899) - 16,191,015
Less accumulated depreciation for:
Buildings and infrastructure 5,234,721 445,504 (30,186) 5,650,039
Machinery and equipment 510,992 64,791 - - 575,783
Total accumulated depreciation 5,745,713 510,295 (30,186) 6,225,822
Total capital assets being depreciated, net 10,435,136 (444,230) (25,713) 9,965,193
Total capital assets, net $11,529,871 $ 641,869 $ (25,713) $ - $12,146,027

Contract Commitments

The Airport has active contract project commitments of $1,098,777 as of December 31, 2019.

NOTES5 LONG-TERM DEBT

Revenue Bonds Payable

Current state statutes empower the Airport to issue bonds as part of its activities and pledge
income derived from operations to pay debt service. This debt is not backed by the full faith and

credit of the Airport.

The Airport Improvement Revenue Bonds were issued to finance improvements for the Mandan
Airport Facility. The Bonds are payable solely from charges for services received from the
Mandan Airport Authority and are payable through October 2023. Annual principal and interest
payments on the bonds are expected to require less than the net revenues. The total principal
and interest remaining to be paid on the bonds is $1,017,490. Principal and interest paid for the
current year and total net revenues were $110,128 and $110,127, respectively.
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MANDAN AIRPORT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2019

Revenue bonds outstanding:

$649,071 Airport Improvement Revenue Bonds of 2005,
due in semi-annual installments of $30,517 through
August 15, 2020, interest at 4.76% $ 58,922

$500,000 Airport Improvement Revenue Bonds of 2008,

due in semi-annual installments of $24,547 through

October 8, 2023, interest at 5.41% 174,474
$695,000 Airport Improvement Revenue Bonds of 2019,

due in annual installments of $65,000 to $75,000 through

April 1, 2029, interest at 1.6% to 2% 695,000

Total $ 928,396

Debt service requirements on long-term debt at December 31, 2019 are as follows:

Year Ending Revenue Bonds of 2005 Revenue Bonds of 2008
December 31 Principal Interest Principal Interest
2020 $ 58,923 $ 2,111 $ 40,190 $ 8,903
2021 - - 42,394 6,699
2022 - - 44,719 4,375
2023 - - 47,170 1,923
2024 - - - -
2025-2029 - - - -
Total $ 58,923 $ 2,111 $ 174,473 $ 21,900
Year Ending Revenue Bonds of 2019 Total
December 31 Principal Interest Principal Interest
2020 $ 70,000 $ 9,383 $ 169,113 $ 20,397
2021 65,000 10,920 107,394 17,619
2022 65,000 9,880 109,719 14,255
2023 65,000 8,840 112,170 10,763
2024 70,000 7,760 70,000 7,760
2025-2029 360,000 18,300 360,000 18,300
Total $ 695,000 $ 65,083 $ 928,396 $ 89,094
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MANDAN AIRPORT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2019

Changes in Long-term Liabilities

Changes in Long-term Liabilities for the year ended December 31, 2019, are summarized as
follows:

Balance Balance Due within

1/1/2019 Additions Reductions 12/31/2019 one year
Compensated absences $ 13,596 $ 23,758 $ (4,920) $ 32,434 $ 4,271
Revenue bonds payable 327,712 695,000 (94,316) 928,396 169,113
Less unamortized discount - (10,425) - (10,425) (1,043)
Total $ 341,308 $ 708,333 $ (99,236) $ 950,405 $ 172,341

NOTE6 LAND LEASES

The Airport leases tracts of land to patrons who agree to use the premises solely for regular
airport and aviation business purposes. These various lease agreements are typically for a
period of 20 years. At which time there is an option to renew for an additional ten-year term. On
each biennial review, the Airport shall not increase the rent in excess of 10% above the then
existing rent. Rent is calculated based on square footage times a set fee.

NOTE 7 EMPLOYEE PENSION PLAN
Defined Contribution Plan

The City of Mandan Employee Retirement Plan and Trust is a Defined Contribution Plan that
covers eligible Airport employees. The Defined Contribution Plan had 1 participant as of
December 31, 2019.

Upon the death of a participating employee or former participating employee, the vested
account balance of that deceased participant is available to the participant’s designated
beneficiary(ies). An employee who becomes totally and permanently disabled while employed
by the Airport is eligible to receive a distribution of the vested account balance. To qualify under
this section, the employee must meet the criteria established by the Plan for being totally
disabled.

Employees are entitled to their vested account balance. A participating employee is immediately
100% vested in the employee’s contributions. A participating employee vests in the employer
contributions made on the employee’s behalf as follows:

Upon completion of one year of service 25%
Upon completion of two years of service 50%
Upon completion of three years of service 75%
Upon completion of four years of service 100%

Employees may elect to receive their account balance in a lump sum, lump sum direct rollover,
or periodic distribution.
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MANDAN AIRPORT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2019

Contributions are set by City ordinance and are a percentage of salaries and wages. Employee
contributions are established at 2%, and employer contributions are established at 8% of regular
compensation. The employer’s required contributions for the years ended December 31, 2019,
2018, and 2017, were $6,035, $5,705, and $5,875, respectively.

The City, or vendors contracted by the City, has exclusive authority to invest and manage the
assets of the Employee Retirement Plan and Trust. The Plan allows each participating
employee to direct the investment of the individual’s employer and employee contributions and
earnings to one or more investment options within the available categories of investment as
established by the City.

NOTE 8 RISK MANAGEMENT

The Airport is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters for which the Airport carries
commercial insurance. Settlements, resulting from these risks, have not exceeded insurance
coverage in any of the past three fiscal years.

General Liability

The Airport pays an annual premium to Old Republic Insurance Company for its general liability
insurance coverage. The coverage by Old Republic Insurance Company is limited to losses of
$1,000,000 per aggregate and occurrence.

North Dakota Insurance Reserve Fund

In 1986, state agencies and political subdivisions of the State of North Dakota joined together to
form the North Dakota Insurance Reserve Fund (NDIRF), a public entity risk pool currently
operating as a common risk management and insurance program for the state and over 2,500
political subdivisions. The Airport pays an annual premium to NDIRF for its auto and public
asset insurance coverage. The coverage by NDIRF is limited to losses of $1,000,000 per
accident for automobile coverage and to $843,599 for public assets (mobile equipment and
portable property) coverage.

State Fire and Tornado Fund

The Airport participates in the State Fire and Tornado Fund. The Airport pays an annual
premium for the Fund to cover damage to buildings and contents. Replacement cost is
estimated in consultation with the Fund to provide replacement cost coverage. The Fund
currently provides the Airport with an aggregate coverage limit of $250,000,000 with specific
special limits varying from $500 to $500,000.

State Bonding Fund
The Airport participates in the State Bonding Fund. The Fund currently provides the Airport with

blanket fidelity bond coverage in the amount of $2,000,000 for its public employees and public
officials. The Fund does not currently charge any premium for this coverage.
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MANDAN AIRPORT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2019

Workforce Safety & Insurance

The Airport participates in the Workforce Safety & Insurance (WSI). WSI is a state insurance
fund and a “no fault” insurance system, covering employers and employees. WSI is financed by
premiums assessed to employers. The premiums are available primarily for the payment of
claims to employees injured in the course of employment.

PERS Uniform Group Insurance Program

The Airport participates in the PERS Uniform Group Insurance Program who contracts with
Sanford Health Plan to provide health care insurance to the employees of the State of North
Dakota, or any of its political subdivisions, institutions, departments or agencies. The Airport
contributes a percentage of the monthly premium based upon an employee’s years of service.

NOTE9 NEW PRONOUNCEMENTS
The Airport will implement the following new pronouncements for fiscal years ending after 2019:

GASB Statement No. 84, Fiduciary Activities, provides guidance regarding the identification of
fiduciary activities for accounting and financial reporting purposes and how those activities
should be reported. This Statement establishes criteria for identifying fiduciary activities of all
state and local governments. The focus of the criteria generally is on (1) whether a government
is controlling the assets of the fiduciary activity and (2) the beneficiaries with whom a fiduciary
relationship exists. Separate criteria are included to identify fiduciary component units and
postemployment benefit arrangements that are fiduciary activities. The requirements of this
Statement are effective for reporting periods beginning after December 15, 2019. Earlier
application is encouraged.

GASB Statement No. 87, Leases, establishes a single model for lease accounting based on the
foundational principle that leases are financings of the right to use an underlying asset. This
Statement requires recognition of certain lease assets and liabilities for leases that were
previously classified as operating leases and recognized as inflows of resources or outflows of
resources based on the payment provisions of the contract. Under this Statement, a lessee is
required to recognize a lease liability and an intangible right-to-use lease asset, and a lessor is
required to recognize a lease receivable and a deferred inflow of resources, thereby enhancing
the relevance and consistency of information about governments’ leasing activities. This
Statement is effective for reporting periods beginning after June 15, 2021. Earlier application is
encouraged.

GASB Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction
Period, establishes accounting requirements for interest cost incurred before the end of a
construction period. This Statement requires that interest cost incurred before the end of a
construction period be recognized as an expense in the period in which the cost is incurred for
financial statements prepared using the economic resources measurement focus. As a result,
interest cost incurred before the end of a construction period will not be included in the historical
cost of a capital asset reported in a business-type activity or enterprise fund. The requirements
of this Statement are effective for reporting periods beginning after December 15, 2020. Earlier
application is encouraged.
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GASB Statement No. 91, Conduit Debt Obligations, provides a single method of reporting
conduit debt obligations by issuers and eliminates diversity in practice associated with (1)
commitments extended by issuers, (2) arrangements associated with conduit debt obligations,
and (3) related note disclosures. This Statement clarifies the existing definition of a conduit debt
obligation; establishes that a conduit debt obligation is not a liability of the issuer; establishes
standards for accounting and financial reporting of additional commitments and voluntary
commitments extended by issuers and arrangements associated with conduit debt obligations;
and improves required note disclosures. This Statement also addresses arrangements—often
characterized as leases—that are associated with conduit debt obligations. The requirements of
this Statement are effective for reporting periods beginning after December 15, 2021. Earlier
application is encouraged.

GASB Statement No. 92, Omnibus 2020, provides additional guidance to improve consistency
of authoritative literature by addressing practice issues identified during the application of
certain GASB statements. This statement provides accounting and financial reporting
requirements for specific issues related to leases, intra-entity transfers of assets,
postemployment benefits, government acquisitions, risk financing and insurance-related activity
of public entity risk pools, fair value measurements and derivative instruments. The
requirements of this Statement are effective for reporting periods beginning after June 15, 2021.
Earlier application is encouraged.

GASB Statement No. 93, Replacement of Interbank Offered Rates, provides guidance to
address accounting and financial reporting implications that result from the replacement of an
interbank offered rate (IBOR), most notable, the London Interbank Offered Rate (LIBOR). As a
result of global reference rate reform, LIBOR is expected to cease to exist in its current form at
the end of 2021, prompting governments to amend or replace financial instruments for the
purpose of replacing LIBOR with other reference rates, by either changing the reference rate or
adding or changing fallback provisions related to the reference rate. This statement provides
exceptions and clarifications regarding hedging derivative instruments for such transactions that
result from the replacement of IBOR. The requirements of this Statement are effective for
reporting periods beginning after June 15, 2021. Earlier application is encouraged.

GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability
Payment Arrangements, improves financial reporting by addressing issues related to public-
private and public-public partnership arrangements (PPPs) and also provides guidance for
accounting and financial reporting for availability payment arrangements (APAs). The statement
provides definitions of PPPs and APAs and provides uniform guidance on accounting and
financial reporting for transactions that meet those definitions. A PPP is an arrangement in
which a government (the transferor) contracts with an operator (a governmental or
nongovernmental entity) to provide public services by conveying control of the right to operate
or use a nonfinancial asset, such as infrastructure or other capital asset (the underlying PPP
asset), for a period of time in an exchange or exchange-like transaction. An APA is an
arrangement in which a government compensates an operator for services that may include
designing, constructing, financing, maintaining, or operating an underlying nonfinancial asset for
a period of time in an exchange or exchange-like transaction. The requirements of this
Statement are effective for fiscal years beginning after June 15, 2022, and all reporting periods
thereafter. Earlier application is encouraged.
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GASB Statement No. 96, Subscription-Based Information Arrangements provides guidance on
the accounting and financial reporting for subscription-based information technology
arrangements (SBITAs). A SBITA is defined as a contract that conveys control of the right to
use another party’s (a SBITA vendor’s) information technology (IT) software, alone or in
combination with tangible capital assets (the underlying IT assets), as specified in the contract
for a period of time in an exchange or exchange-like transaction. Under this Statement, a
government generally should recognize a right-to use subscription asset—an intangible asset—
and a corresponding subscription liability. The requirements of this Statement will improve
financial reporting by establishing a definition for SBITAs and providing uniform guidance for
accounting and financial reporting for transactions that meet that definition. The requirements of
this Statement are effective for fiscal years beginning after June 15, 2022, and all reporting
periods thereafter. Earlier application is encouraged.

GASB Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial
Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans—an
amendment of GASB Statements No. 14 and No. 84, and a supersession of GASB Statement
No. 32 provides additional guidance for determining whether a primary government is financially
accountable for a potential component unit. This Statement requires that the financial burden
criterion in paragraph 7 of Statement No. 84, Fiduciary Activities, be applicable to only defined
benefit pension plans and defined benefit OPEB plans that are administered through trusts that
meet the criteria in paragraph 3 of Statement No. 67, Financial Reporting for Pension Plans, or
paragraph 3 of Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans, respectively. This Statement (1) requires that a Section 457 plan be
classified as either a pension plan or an other employee benefit plan depending on whether the
plan meets the definition of a pension plan and (2) clarifies that Statement 84, as amended,
should be applied to all arrangements organized under IRC Section 457 to determine whether
those arrangements should be reported as fiduciary activities. The requirements of this
Statement that (1) exempt primary governments that perform the duties that a governing board
typically performs from treating the absence of a governing board the same as the appointment
of a voting majority of a governing board in determining whether they are financially accountable
for defined contribution pension plans, defined contribution OPEB plans, or other employee
benefit plans and (2) limit the applicability of the financial burden criterion in paragraph 7 of
Statement 84 to defined benefit pension plans and defined benefit OPEB plans that are
administered through trusts that meet the criteria in paragraph 3 of Statement 67 or paragraph 3
of Statement 74, respectively, are effective immediately. The requirements of this Statement
that are related to the accounting and financial reporting for Section 457 plans are effective for
fiscal years beginning after June 15, 2021.

Management has not yet determined what effect these statements will have on the entity’s
financial statements.
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NOTE 10 SUBSEQUENT EVENTS

On March 11, 2020, the World Health Organization declared COVID-19 a global pandemic.
Federal, state and local governments have since implemented various restrictions on travel,
public gatherings, and business operations. Restrictions and government social distancing
recommendations have significantly impacted the activities of the Airport. While the Airport
expects this matter to negatively impact its results of operations and financial condition, the
extent of the impact is uncertain. On May 12, 2020, the Authority was awarded up to $30,000
under a CARES Act Airport Grant Agreement by the U.S. Department of Transportation Federal
Aviation Administration.

On June 11, 2020, North Dakota Aeronautics Commission awarded the Authority approximately
$375,000 for several airport improvement projects.

On September 9, 2020, the Federal Aviation Administration awarded the Authority
approximately $435,000 to install perimeter fencing on east side of the Authority’s property.

Subsequent events have been evaluated through September 29, 2020, which is the date these
financial statements were available to be issued.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Mandan Airport Authority
Mandan, North Dakota

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of Mandan Airport Authority, an enterprise fund of the City of Mandan, North Dakota,
as of and for the year ended December 31, 2019, and the related notes to the financial
statements, which collectively comprise Mandan Airport Authority’s basic financial
statements and have issued our report thereon dated September 29, 2020.

Internal Control over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that have not been identified. Given these limitations, during
our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. We did identify a certain deficiency in internal control, described in the
accompanying schedule of findings and responses as item 2019-001 that we consider to be a
significant deficiency.

-21- Make Every Day Count |



Compliance and Other Matters

As part of obtaining reasonable assurance about whether Mandan Airport Authority’s financial
statements are free from material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Mandan Airport Authority’s Response to Finding

Mandan Airport Authority’s response to the finding identified in our audit is described in the
accompanying schedule of findings and responses. Mandan Airport Authority’s response was
not subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

toudy Mary

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

September 29, 2020
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2019-001: Segregation of Duties

Condition
The Airport has a lack of segregation of duties due to a limited number of employees.

Criteria

An effective system of internal control depends on an adequate segregation of duties with
respect to the execution and recording of transactions, as well as the custody of an entity’s
assets. Accordingly, an effective system of internal control will be designed such that these
functions are performed by different employees, so that no one individual handles a transaction
from its inception to its completion.

Cause
The limited number of employees at the Airport prevents a proper segregation of accounting
functions necessary to ensure effective internal control.

Effect
The lack of segregation of duties increases the risk of fraud related to misappropriation of
assets, financial statement misstatement, or both.

Recommendation

While we recognize that your office staff may not be large enough to permit complete
segregation of duties for an effective system of internal control, all accounting functions should
be reviewed to determine if additional segregation is feasible and to improve efficiency and
effectiveness of financial management of the Airport. It is the responsibility of management and
those charged with governance to determine whether to accept the degree of risk associated
with the condition because of cost or other considerations.

Response
The Airport is aware of the risk and monitors management duties.
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