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CITY OF MANDAN
NOTES TO THE FINANCIAL STATEMENTS – CONTINUED 

DECEMBER 31, 2019 

NOTE 17 RESTATEMENT

The City determined the 1% City Sales Tax / Mandan Growth, BNSF 
Settlement and Mandan SEP Trust funds did not meet the definition of special revenue funds and 
accordingly, reclassified the funds from their own special revenue funds to now be included with the 
General Fund in accordance with GASB. An adjustment of $  was made to increase general 
fund and decrease total special revenue funds beginning fund balances. 

The City determined the Downtown Redevelopment fund did not meet the definition of a special revenue 
fund and accordingly, reclassified it from its own special revenue fund to now be included with the agency 
funds. An adjustment of $23,762 was made to decrease beginning total special revenue fund balance and 
government wide governmental activities net position.

NOTE 18 RECENT PRONOUNCEMENTS 

The City will implement the following recent 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. 



Conduit Debt Obligations

Omnibus 2020

Replacement of Interbank Offered Rates

Public-Private and Public-Public Partnerships and Availability 
Payment Arrangements



Subscription-Based Information 

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 

Fiduciary Activities, 

Financial Reporting for Pension Plans, 
Financial Reporting for Postemployment Benefit Plans Other 

Than Pension Plans, 
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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 Honorable Mayor and 
  City Commissioners 
City of Mandan 
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 the governmental activities, the business-type activities, each major fund, and the 
aggregate remaining fund information of the City of Mandan, as of and for the year ended 
December 31, 2019, and the related notes to the financial statements, which collectively
comprise the City of Mandan’s basic financial statements and have issued our report thereon 
dated September 2 , 2020.

Internal Control over Financial Reporting 

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

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. However, as described in the 
accompanying schedule of findings and questioned costs, we did identify certain deficiencies in 
internal control that we considered to be a material weakness 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 deficiency described in the 
accompanying schedule of findings and questioned costs as item 2019-003 to be a material 
weakness. 
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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 accompany schedule of findings 
and questioned costs as items 2019-001 and 2019-002 to be significant deficiencies.

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the City of Mandan’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.   

City of Mandan’s Response to Findings 

City of Mandan’s responses to the findings identified in our audit are described in the 
accompanying schedule of findings and questioned costs. City of Mandan’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 City’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 City’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

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

September , 2020
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH 
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT 
ON THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY THE 

UNIFORM GUIDANCE 

To the Honorable Mayor and 
  City Commissioners 
City of Mandan 
Mandan, North Dakota 

Report on Compliance for Each Major Federal Program 

We have audited the City of Mandan’s compliance with the types of compliance requirements 
described in the OMB Compliance Supplement that could have a direct and material effect on 
each of the City’s major federal programs for the year ended December 31, 2019.  The City of 
Mandan’s major federal programs are identified in the summary of auditor’s results section of 
the accompanying schedule of findings and questioned costs.   

Management’s Responsibility 

Management is responsible for compliance with federal statutes, regulations, and the terms and 
conditions of its federal awards applicable to its federal programs. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on compliance for each of the City of Mandan’s major 
federal programs based on our audit of the types of compliance requirements referred to above. 
We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America; the standards applicable to financial audits contained 
in Government Auditing Standards, issued by the Comptroller General of the United States; and 
the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and 
perform the audit to obtain reasonable assurance about whether noncompliance with the types 
of compliance requirements referred to above that could have a direct and material effect on a 
major federal program occurred.  An audit includes examining, on a test basis, evidence about 
the City’s compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances.   

We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program.  However, our audit does not provide a legal determination of the City’s 
compliance. 
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Opinion on Each Major Federal Program 

In our opinion, the City of Mandan complied, in all material respects, with the types of 
compliance requirements referred to above that could have a direct and material effect on each 
of its major federal programs for the year ended December 31, 2019. 

Report on Internal Control over Compliance 

Management of the City of Mandan is responsible for establishing and maintaining effective 
internal control over compliance with the types of compliance requirements referred to above. In 
planning and performing our audit of compliance, we considered the City's internal control over 
compliance with the types of requirements that could have a direct and material effect on each 
major federal program to determine the auditing procedures that are appropriate in the 
circumstances for the purpose of expressing an opinion on compliance for each major federal 
program and to test and report on internal control over compliance in accordance with the 
Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of 
internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the City's internal control over compliance. 

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

Our consideration of internal control over compliance 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 compliance that might be material weaknesses or significant deficiencies. We did 
not identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses.  However, material weaknesses may exist that have not been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the 
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other 
purpose. 

Report on Schedule of Expenditures of Federal Awards Required by the Uniform 
Guidance

We have audited the financial statements of the governmental activities, business-type 
activities, major funds, and the aggregate remaining fund information of the City of Mandan as 
of and for the year ended December 31, 2019, and the related notes to the financial statements, 
which collectively comprise the City of Mandan’s basic financial statements.  We issued 
our report thereon dated September 2 , 2020, which contains unmodified opinions on 
those financial statements. Our audit was conducted for the purpose of forming an opinion 
on the financial statements as a whole. The accompanying schedule of expenditures of federal 
awards
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is presented for purposes of additional analysis as required by the Uniform Guidance and is not 
a required part of the financial statements. Such information is the responsibility of management 
and was derived from and relates directly to the underlying accounting and other records used 
to prepare the financial statements. The information has been subjected to the auditing 
procedures applied in the audit of the financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and 
other records used to prepare the financial statements or to the financial statements 
themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the schedule of expenditures of federal 
awards is fairly stated in all material respects in relation to the basic financial statements as a 
whole.

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

September 2 , 2020
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Federal Grantor / Pass-Through Grantor / Program Title
Pass-Through Grant 

Number
Federal CFDA 

Number
 Federal 

Expenditures 

U.S. DEPARTMENT OF AGRICULTURE

Passed through ND Forestry Service

Cooperative Forestry Assistance 219-ATBPD-008 10.664 10,000$       

U.S. DEPARTMENT OF TRANSPORTATION

Airport Improvement Program 20.106 674,593       

Passed through ND Department of Transportation:

Highway Planning and Construction Cluster:
Highway Planning and Construction UGP-NHU-1-

094(202)915
20.205 269,202       

Highway Safety Cluster:
State and Community Highway Safety PHSPC1907-02-02 20.600 3,000           

National Priority Safety Programs PHSPOP1905-05-11 20.616 8,163           
Total Highway Safety Cluster 11,163         

ENVIRONMENTAL PROTECTION AGENCY

Passed through ND Department of Health:
Drinking Water State Revolving Fund Cluster:

Capitalization Grants for Drinking Water State Revolving Funds  3000596-08 66.468 388,344       

DEPARTMENT OF HOMELAND SECURITY

Passed through ND Game and Fish:
Boating Safety Financial Assistance 3319FAS190138 97.012 268              

Passed through ND Department of Emergency Services:
Disaster Grants - Public Assistance-Presidentally Declared Disasters DR-4444 97.036 11,438         

DEPARTMENT OF JUSTICE

Law Enforcement Assistance Narcotics and Drug Training 16.004 633              

Grants to Encourage Arrest Policies and Enforcement
of Protection Orders Program 16.590 40,103         

Bulletproof Vest Partnership Program 16.607 3,211           

Passed through ND Attorney General:
Edward Byrne Memorial Justice Assistance Grant Program 18220/18209/CY19404 16.738 44,447         

EXECUTIVE OFFICE OF THE PRESIDENT

Passed through ND Office of Attorney General
High Intensity Drug Trafficking Areas Program 59418/59419 95.001 136,954       

Total Federal Expenditures 1,590,356$
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NOTE 1 BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the schedule) includes the 
federal award grant activity of the City of Mandan under programs of the federal government for 
the year ended December 31, 2019.  The information in this schedule is presented in 
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance).  Because the Schedule presents only a selected portion of operations of 
the City of Mandan it is not intended to and does not present the financial position, change in 
net position, or cash flows of the City of Mandan.   

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Expenditures reported on the Schedule are reported on the accrual basis of accounting.  Such 
expenditures are recognized following Uniform Guidance, wherein certain types of expenditures 
are not allowable or are limited as to reimbursement.  

NOTE 3 INDIRECT COST RATE 

The City of Mandan has not elected to use the 10-percent de minimis indirect cost rate as 
allowed under the Uniform Guidance. 
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Section I – Summary of Auditor’s Results 

Financial Statements       
Type of auditor’s report issued:  Unmodified   
Internal control over financial reporting:       

Material weakness(es) identified?  x yes   no 
Significant deficiency(ies) identified?  x yes   none reported 

       
Noncompliance material to financial  

statements noted? yes x no
       
Federal Awards       
       
Internal control over major programs:       

Material weakness(es) identified?   yes  x no 
Significant deficiency(ies) identified?   yes  x none reported 

       
Type of auditor’s report issued on compliance 

for major programs: Unmodified
       
Any audit findings disclosed that are  

Required to be reported in accordance with 
2 CFR 200.516(a)? yes x no

       
CFDA Number(s) Name of Federal Program or Cluster

66.468 Capitalization Grants for Drinking Water State Revolving Funds 

Dollar threshold used to distinguish  
between Type A and Type B programs: $750,000
       
Auditee qualified as a low-risk auditee?  x yes   no 
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Section II – Financial Statement Findings

2019-001: Segregation of Duties – Airport – Significant Deficiency 

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.   

Views of Responsible Officials 
The Airport’s board has implemented some mitigating controls and also has a CPA that sits on 
the board that assists in the review of the financial functions of the Airport.  City staff reviews the 
financials of the Airport throughout the year and at year end.  Any concerns or discrepancies are 
brought to the Airport’s attention. 

Indication of Repeat Finding 
This is a repeat finding of prior year finding 2018-002. 

2019-002: Payroll Approval - City – Significant Deficiency 

Condition
City’s policies and procedures require that supervisors review and approve employee 
timesheets. During our testing of ten payroll disbursements, we noted that two employee payroll 
disbursements sampled did not have approved timesheets. Both unapproved disbursements 
were for employees of the Mandan Municipal Court.  

Criteria
Supervisors are to review and approve employee timecards prior to disbursement.  
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Cause
The City’s internal control policies and procedures over payroll disbursements were not properly 
implemented for Mandan Municipal Court employees.  

Effect
Payroll internal controls are effective, but have not been properly implemented for the Mandan 
Municipal Court, which increases the risk of fraud and/or error related to misappropriation of 
assets, financial statement misstatement, or both.  

Recommendation 
We recommend that all departments of the City ensure payroll internal control policies and 
procedures are properly implemented.  

Views of Responsible Officials 
Communicated to Municipal Court that timecards must be approved before processing payroll

Indication of Repeat Finding 
This is a new finding.  

2019-003: Fund Reclassification – City – Material Weakness  

Condition
The City is required to identify and properly classify funds in accordance with the Governmental 
Accounting Standards Board (GASB). 

Criteria
A special revenue fund is used to account for and report the proceeds of specific revenue 
sources that are restricted or committed to expenditure for specified purposes other than debt 
service or capital projects. The City reclassified the Alarm – Equipment Reserve, 1% City Sales 
Tax / Mandan Growth, BNSF Settlement and Mandan SEP Trust funds from individual special 
revenue funds to be included with the General Fund in accordance with GASB. Additionally, the 
City reclassified the Downtown Redevelopment fund from a special revenue fund to be included 
with the agency funds.  

Cause
The City determined the Alarm – Equipment Reserve Fund did not meet the definition of a 
special revenue fund because all restrictions of money come from City ordinances which the 
City can change at any time.  

The City determined the 1% City Sales Tax / Mandan Growth Fund did not meet the definition of 
a special revenue fund because the City Commission controls how the money raised from the 
1% city sales tax is spent. The 1% city sales tax ordinance allows property tax reduction, budget 
stabilization, specified capital projects and economic development, all of which are approved by 
the City Commission annually.  Because the uses vary greatly and the amounts can vary from 
year to year, the funds are not deemed to be restricted, and therefore such money is considered 
to be committed or assigned. Accordingly, this fund should be included with the general fund. 

The City determined the BNSF Settlement and Mandan SEP Trust funds did not meet the 
definition of special revenue funds because there are no continuing restricted revenue streams 
for either fund.  
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The City determined the Downtown Redevelopment fund did not meet the definition of a special 
revenue fund and should be classified as an agency fund because the fund pays bills and gets 
reimbursed for bills from the Mandan Remediation Trust.  

Effect
The City reclassified the Alarm – Equipment Reserve, 1% City Sales Tax / Mandan Growth, 
BNSF Settlement and Mandan SEP Trust funds from special revenue funds to be included with 
the General Fund in accordance with GASB. 

The City reclassified the Downtown Redevelopment fund from a special revenue fund to an 
agency fund in accordance with GASB.  

Recommendation 
We recommend the City review fund classification on an annual basis to ensure all funds are 
appropriately classified.  Furthermore, when new funds or ordinances are passed, the City 
should review the purpose and restriction of each fund or ordinance to determine if the special 
revenue fund definition is met.  

Views of Responsible Officials 
The City has now included the Alarm – Equipment Reserve, 1% City Sales Tax/Mandan Growth 
Fund, BNSF Settlement and Mandan SEP Trust funds with the General Fund.  The Downtown 
Redevelopment Fund has been reclassified as an agency fund. The City for annual budgeting 
purposes will continue to consider the 1% City Sales Tax Fund, Mandan Growth Fund, BNSF 
Settlement Fund and Mandan SEP Trust Fund as separate special revenue funds.

Indication of Repeat Finding 
This is a new finding.  

Section III – Federal Award Findings and Questioned Costs

There are no findings to report in this section for the current year. 
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Section II – Financial Statement Findings

2018-001: Segregation of Duties – City 

Criteria: Effective internal controls include defined processes, responsibilities and controls over 
key accounting functions such as expenditures and accounts payable, as well as utility billing 
and collection. 

Condition:  During out audit, we noted the account payable technician is coding invoices, 
however the City’s internal control policies require invoices are coded by the City’s Department 
heads as a form of their approval of the expenditure.   

We also noted that utility billing coordinator is normally responsible for generating utility invoices 
and the accounts payable technician normally applies utility payments, however both of these 
individuals are backups for each other and have the ability to perform each position’s duties, 
which would include generating utility invoices and applying payments to utility accounts.  

Cause: Invoices are coming to the accounts payable technician not coded and the accounts 
payable technician is coding the invoice so that the expenditure can be processed in a timely 
manner.  There is a limited segregation of duties in the internal control process. 

Effect: Invoices are not being approved by the City’s Department heads, as required by the 
City’s internal policies and procedures, and therefore there is a lack in segregation of duties.  
The deficiency for lack of segregation of duties could result in a misstatement to the financial 
statements that would not be detected or prevented in the normal course of business.  The 
deficiency also could result in unauthorized transactions or loss of assets. 

Recommendation: We recommend the City follow its internal control policies and procedures, 
which would include the accounts payable technician sending invoices back to the departments 
for coding / approval if one is received that is not coded.  In addition, we recommend the City 
require the department heads to initial the invoices as part of the coding to properly document 
approval of the expenditure.  We also recommend the City review its current accounting 
operations to see if duties can be shifted amongst other staff for backup positions in order to 
obtain proper segregation of duties. 

Views of Responsible Officials:  
Management agrees with this finding and has planned corrective action to address this finding. 

Current Status: Finding has been corrected during the current fiscal year.  

2018-002: Segregation of Duties – Airport

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. 
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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. 

Current Status: Finding was repeated during the current fiscal year as 2019-001. 

2018-003: Reconciliation of Property Taxes  

Criteria: A good system of internal accounting control includes proper reconciliation of all 
general ledger accounts and adjustments of those accounts to the reconciled balances.   

Condition:  There were misstatements related to revenue recognition from property taxes in the 
City’s financial statements for property taxes withheld from the City for the Library. 

Cause:  The City recorded the property taxes in their internal fund, however this fund was 
excluded from the financial report of the City. 

Effect: The need for these adjustments indicates the City’s interim financial information is not 
correct; however there is minimal effect on appropriations and management’s decisions. 

Recommendation: We recommend the City implement a corrective action plan and make 
adjustments for these differences noted. 

Views of Responsible Officials:  
Management agrees with this finding and has planned corrective action to address this finding. 

Current Status: Finding has been corrected during the current fiscal year.  

Section III – Federal Award Findings and Questioned Costs

2018-004: This finding pertains to all Federal Programs. 

Criteria: 2 CFR §200.302(b) requires the City to have formal written documented procedures 
used for procurements within federal programs that are in compliance with Uniform Guidance.  
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Condition:  The City’s procurement policies have not been updated to conform with the U.S. 
Office of Management and Budget’s (OMB) Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards (Uniform Guidance).   

Cause: Due to staff turnover, the City did not have enough resources available to update their 
procedures to comply with Uniform Guidance. 

Effect:  There is a potential that the City is not in compliance with procurement requirements of 
their grants.  

Recommendation: We recommend the City revise its procurement policy to comply with Uniform 
Guidance.

Views of Responsible Officials: 
Management agrees with this finding and has planned corrective action to address this finding. 

Current Status: Finding has been corrected during the current fiscal year.  

2018-005: CFDA #66.468, Capitalization Grants for Drinking Water State Revolving Funds 
  Allowable Costs / Period of Performance / Davis Bacon  

Criteria: Effective internal controls over grants includes a clear line of responsibility for who is 
responsible for compliance with grant requirements, which include allowable costs, period of 
performance and Davis Bacon payroll reporting.  

Condition:  The City contracts with an engineering firm who performs oversight of Davis Bacon 
reporting and reviews contractor invoices that are sent to the City for payment.  However, no 
person at the City is performing oversight of the engineering firm nor is any person from the City 
receiving and reviewing payroll reports to ensure compliance with Davis Bacon payroll testing.  
Likewise, no person at the City is reviewing contractor invoices to ensure they meet the grant 
requirements for allowable costs and period of availability.   

Cause: The City has relied on the engineering firm for compliance with grant requirements. 

Effect:  There is a potential that the City is not in compliance with Davis Bacon payroll 
requirements.  There is also a potential that unallowable expenses could be charged to a grant.  
The City is relying on the engineering firm for compliance with material grant requirements, 
however the City is not performing any oversight / review process of the engineering firm.  

Recommendation: We recommend the City develop policies and procedures for compliance and 
monitoring of allowable costs, which includes review for period of availability.  In addition, we 
recommend the City receive the payroll reports from their engineers to ensure their compliance 
with Davis Bacon requirements.  

Views of Responsible Officials: 
Management agrees with this finding and has planned corrective action to address this finding. 

Current Status: Finding has been corrected during the current fiscal year.  





CITY OF MANDAN - Summary Schedule of Prior Audit Findings 

Finding 2019-001 

Finding Summary:  The Airport has a lack of segregation of duties due to a limited number of 
employees

Responsible Individuals:  Jim Lawler, Airport Manager 

Corrective Action Plan: The Airport’s board has implemented some mitigating controls and also has a 
CPA that sits on the board that assists in the review of the financial functions of 
the Airport.  City staff reviews the financials of the Airport throughout the year and 
at year end.  Any concerns or discrepancies are brought to the Airport’s attention. 

Anticipated Completion Date: Ongoing. Accounting functions will be reviewed throughout the year to determine 
if additional segregation is feasible. 

Finding 2019-002 

Finding Summary:  The Municipal Court was not approving timecards for their employees. 

Responsible Individuals:  Greg Welch, Finance Director 

Corrective Action Plan: Communicate to Municipal Court that timecards must be approved before 
processing payroll 

Anticipated Completion Date: Completed during current fiscal year.  The Municipal Court is now approving their 
timecards

Finding 2019-003 

Finding Summary:  The City determined that the 1% City Sales Tax/Mandan Growth Fund, BNSF 
Settlement and Mandan SEP Trust and Downtown Redevelopment funds did not 
meet the definition of special revenue funds. 

Responsible Individuals:  Greg Welch, Finance Director 

Corrective Action Plan: The City has now included the 1% City Sales Tax/Mandan Growth Fund, BNSF 
Settlement and Mandan SEP Trust funds with the General Fund.  The Downtown 
Redevelopment Fund has been reclassified as an agency fund. The City for 
annual budgeting purposes will continue to consider the 1% City Sales Tax Fund, 
Mandan Growth Fund, BNSF Settlement Fund and Mandan SEP Trust Fund as 
separate special revenue funds. 

Anticipated Completion Date: Completed.  The 2019 Financial Statements have been restated 



Finding 2018-001 

Finding Summary:  The accounts payable technician is coding invoices, however the City’s internal 
control policies requires that invoices are coded by the City’s Department 
managers and supervisors as a form of their approval of the expenditure. 

Responsible Individuals:  Greg Welch, Finance Director  

Corrective Action Plan: Any coding done by the accounts payable technician must also have the sign off 
the appropriate department manager or supervisor.  Additionally, any use of the 
City credit card by the accounts payable technician must be supported with 
proper prior approval. 

Anticipated Completion Date: Finding has been corrected during the current fiscal year. 

Finding 2018-002 

Finding Summary:  The Airport has a lack of segregation of duties due to a limited number of 
employees

Responsible Individuals:  Jim Lawler, Airport Manager 

Corrective Action Plan: The Airport’s board has implemented some mitigating controls and also has a 
CPA that sits on the board that assists in the review of the financial functions of 
the Airport.  City staff reviews the financials of the Airport throughout the year and 
at year end.  Any concerns or discrepancies are brought to the Airport’s attention. 

Anticipated Completion Date: Ongoing. Accounting functions will be reviewed throughout the year to determine 
if additional segregation is feasible. 

Finding 2018-003 

Finding Summary:  There were misstatements related to revenue recognition from property taxes in 
the City’s financial statements for property taxes withheld from the City for the 
Library.  The need for these adjustments indicates the City’s interim financial 
information is not correct; however there is minimal effect on appropriations and 
management’s decisions. According to the 2006 Memorandum of Understanding 
between the Morton County Public Library and City of Mandan Public Library, the 
funding formula from each entity for the Library’s annual budget is to be based on 
population statistics and if in the future the population statistics shift, the future 
board would then determine the most equitable formula. Since the City of 
Mandan’s budget contribution exceeded Morton County’s budget contribution for 
the Library for fiscal year 2017 and 2018, the City of Mandan approved to retain 
property taxes levied and collected on behalf of the Library in an amount equal to 
the budget contribution in excess of the funding formula indicated in the 
Memorandum of Understanding and to hold the funds in a City of Mandan 
account to be used for future building improvements at the Library as determined 
by the Board of City Commissioners.  

Responsible Individuals:  Greg Welch, Finance Director  



Corrective Action Plan: The Library will record these funds as revenue and classify these funds as Due 
from City. When funds are requested from the Library for building improvements, 
the Due from City account will be adjusted.   

Anticipated Completion Date: Completed, 2018 financials are restated. 

CITY OF MANDAN – Corrective Action Plan 

Finding 2018-004 

Finding Summary:  The City’s procurement policies have not been updated to conform with the U.S. 
Office of Management and Budget’s (OMB) Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). 

Responsible Individuals:  Greg Welch, Finance Director 

Corrective Action Plan: The City will revise its procurement policy to comply with Uniform Guidance. 

Anticipated Completion Date: Completed during the current fiscal year. 

Finding 2018-005 

Finding Summary:  The City contracts with an engineering firm who performs oversight of Davis 
Bacon reporting and reviews contractor invoices that are sent to the City for 
payment. However, no person at the City is performing oversight of the 
engineering firm nor is any person from the City receiving and reviewing payroll 
reports to ensure compliance with Davis Bacon payroll testing. Likewise, no 
person at the City is reviewing contractor invoices to ensure they meet the grant 
requirements for allowable costs and period of availability. 

Responsible Individuals:  Justin Froseth, Planning and Engineering Director 

Corrective Action Plan: The City will obtain weekly certified payrolls and ensure that someone initialed for 
review. 

Anticipated Completion Date: Completed during the current fiscal year. 


