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BradyMartz

INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Morton Mandan Public Library
Mandan, North Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the
major fund of the Morton Mandan Public Library, a governmental 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 Library’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 opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and the major fund of the Morton
Mandan Public Library, a governmental fund of the City of Mandan, North Dakota, as of
December 31, 2019, and the respective changes in financial position for the year ended in
accordance with the accounting principles generally accepted in the United States of America.

Emphasis of Matters

As discussed in Note 1, the financial statements of the Morton Mandan Public Library, a
governmental fund of the City of Mandan, North Dakota, are intended to present the financial
position and the changes in financial position of only that portion of the governmental activities
and each major fund of the City of Mandan that is attributable to the transactions of the Morton
Mandan Public Library. 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 or the changes in its financial
position 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
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
budgetary comparison information, as listed in the table of contents, be presented to
supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Management has omitted the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to
be an essential part of 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.
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Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Morton Mandan Public Library’s basic financial statements. The Board
of Trustees and Appointed Officials listing is presented for purposes of additional analysis and is
not a required part of the basic financial statements.

The Board of Trustees and Appointed Officials listing has not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not
express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report
dated September 29, 2020 on our consideration of the Library’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
Library’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 Library's internal controls over financial reporting and compliance.

torudy Mo

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

September 29, 2020
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MORTON MANDAN PUBLIC LIBRARY
STATEMENT OF NET POSITION
DECEMBER 31, 2019

Governmental
Activities
ASSETS
Cash and cash equivalents $ 651,853
Accounts receivable 3,016
Taxes receivable 20,373
Due from City 86,774
Prepaid items 7,435
Capital assets (net of depreciation):
Buildings and improvements 724,724
Buildings and infrastructure 20,381
Machinery and equipment 2,863
Total assets 1,517,419
LIABILITIES
Salaries and benefits payable 10,239
Accounts payable 3,346
Noncurrent liabilities:
Due within one year:
Compensated absences 19,459
Due after one year:
Compensated absences 22,668
Total liabilities 55,712
NET POSITION
Net investment in capital assets 747,968
Unrestricted 713,739
Total Net Position $ 1,461,707

See Notes to Financial Statements
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MORTON MANDAN PUBLIC LIBRARY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019

Function/Program
Governmental Activities:
Culture and recreation

Total governmental activities

Program Revenues

Operating Net (Expense)

Charges Grants Revenue and

for and Changes in

Expenses Services Contributions Net Position
$ 792,180 $ 66,226 $ 246,308 $ (479,646)
$ 792,180 $ 66,226 $ 246,308 (479,646)

General Revenues

Property, delinquent, mobile home taxes 501,949
Disabled veterans credit 3,743

Homestead credit 7,388

Interest 1,506

Miscellaneous 6,331

Total general revenues 520,917

Change in net position 41,271

Net position - January 1 1,420,436

Net position - December 31 $ 1,461,707

See Notes to Financial Statements
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MORTON MANDAN PUBLIC LIBRARY
BALANCE SHEET — GOVERNMENTAL FUND
DECEMBER 31, 2019

General
ASSETS
Cash and cash equivalents $ 651,853
Accounts Receivable 3,016
Taxes receivable 20,373
Due from City 86,774
Prepaid items 7,435
Total assets $ 769,451
LIABILITIES
Salaries and benefits payable $ 10,239
Accounts payable 3,346
Total liabilities 13,585
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property taxes 16,827
FUND BALANCES
Nonspendable:
Prepaid items 7,435
Committed for:
Bookmobile replacement 93,661
Capital reserve 186,978
Unassigned 450,965
Total fund balance 739,039
Total liabilities, deferred inflows of resources and fund balance $ 769,451

See Notes to Financial Statements
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MORTON MANDAN PUBLIC LIBRARY
RECONCILIATION OF THE BALANCE SHEET OF
GOVERNMENTAL FUND TO THE STATEMENT OF NET POSITION
DECEMBER 31, 2019

Total fund balance for governmental fund $

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

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the fund:

Buildings and improvements (net of depreciation) 724,724
Buildings and infrastructure (net of depreciation) 20,381
Machinery and equipment (net of depreciation) 2,863

Total capital assets

Other long-term assets are not available to pay for current-period
expenditures and therefore are deferred in the fund:
Taxes receivable

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

Compensated absences

Total net position of governmental activities $

See Notes to Financial Statements
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MORTON MANDAN PUBLIC LIBRARY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE — GOVERNMENTAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2019

General
REVENUES
Taxes $ 504,287
Intergovernmental 257,438
Charges for services 28,369
Fines and forfeits 4,757
Interest 1,506
Rent 33,100
Miscellaneous 6,331
Total revenues 835,788
EXPENDITURES
Current
Culture and recreation 759,548
Net change in fund balance 76,240
Fund balance - January 1 662,799
Fund balance - December 31 $ 739,039

See Notes to Financial Statements
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MORTON MANDAN PUBLIC LIBRARY
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE OF GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019

Net change in fund balance - total governmental fund $ 76,240

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

Governmental fund report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives as
depreciation expense:
Depreciation (29,891)
Total (29,891)

Revenues in the statement of activities that do not provide
current financial resources are not reported as revenue
in the fund:
Taxes receivable (net) (2,337)

Some expenses reported in the statement of activities do not
require the use of current financial resources and therefore are
not reported as expenditures in governmental fund:
Net increase in compensated absences (2,741)

Change in net position of governmental activities $ 41,271

See Notes to Financial Statements
-10 -



MORTON MANDAN PUBLIC LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE1l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Morton Mandan Public Library, a governmental fund of the City of Mandan, North Dakota, is
a joint public library serving Morton County and the City of Mandan, and is governed by a joint
board of trustees comprising of four members from Morton County and four members from the
City of Mandan, and operates under a Memorandum of Understanding between Morton County
and the City of Mandan. The Library 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 Library's accounting policies are as follows:

Reporting Entity

For financial reporting purposes, the Library has included all funds and activities that make up
its legal entity. The Library 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 Library are such that exclusion would cause the Library’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 Library
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 Library.

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

Government-Wide Financial Statements

The statement of net position and statement of activities report information on all non-fiduciary
activities of the Library. The Library’s activities are governmental activities.

Governmental activities generally are financed through taxes, intergovernmental revenues, and
other nonexchange revenues.

The statement of net position presents the reporting entity’s non-fiduciary assets, deferred
outflows of resources, liabilities and deferred inflows of resources, with the difference reported
as net position. Net position is reported in two categories:

Invested in capital assets consists of capital assets, net of accumulated depreciation.

Unrestricted net position consists of net position that does not meet the definition of the
preceding category. Unrestricted net position often is designated, to indicate that management
does not consider them to be available for general operations. Unrestricted net position often
has constraints on resources which are imposed by management, but can be removed or
modified.
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MORTON MANDAN PUBLIC LIBRARY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2019

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment is offset by program revenues. Direct expenses are those that are clearly
identifiable within a specific function. Program revenues include 1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by
a given function and 2) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function. Taxes and other items not meeting the definition of
program revenues are instead reported as general revenue.

Fund Financial Statements
Separate financial statements are provided for the governmental fund.
Measurement Focus and Basis of Accounting

The government-wide financial 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.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
they become susceptible to accrual; generally when they are both measurable and available.
Revenues are considered to be available when they are collected within the current period or
soon enough thereafter to pay liabilities of the current period.

The Library considers revenues to be available if they are collected within 60 days of the end of
the current fiscal year. Major revenues that are determined to be susceptible to accrual include
taxes and intergovernmental. Unearned revenue is recorded for receivables that are
measurable but not available at year-end.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, expenditures related to compensated absences are recorded only when payment is
due and payable.

Financial Statement Presentation

The Library reports the following governmental fund:

General Fund - This fund is the principal operating fund of the Library. It is used to account for
all financial resources that are not accounted for in other funds.

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.
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MORTON MANDAN PUBLIC LIBRARY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2019

Investments

State statutes authorize the Library 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.

Prepaid Items

Prepaid items reflect payments for costs applicable to future accounting periods. Prepaid items
in the governmental fund financial statements are reflected as a reservation of fund balance on
the balance sheet.

Capital Assets

Capital assets, which include buildings and improvements, 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 their
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. Library books
are not capitalized as capital assets.

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 governmental activities column in
the government-wide financial statements. Exceptions include: buildings and improvements, the
threshold is $25,000 and building and infrastructure assets, the threshold is $50,000. 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. In governmental activities, 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.
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MORTON MANDAN PUBLIC LIBRARY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2019

Infrastructure consists of parking lots. Infrastructure is reported in the governmental activities
column in the government-wide financial statements.

Fixed assets in governmental funds are recorded as expenditures in the funds used to acquire
or construct them in the governmental fund financial statements. Capital assets, along with
accumulated depreciation and depreciation expense, are reported in the governmental activities
column in the government-wide financial statements.

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

Assets Years
Buildings and improvements 50
Buildings and infrastructure 30
Machinery and equipment 5

Due from City

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 2018 and 2019, 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. As of December 31, 2019, the balance of funds retained by
the City of Mandan for the Library amounted to $86,774.

Deferred Inflows of Resources

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future period(s)
and so will not be recognized as an inflow of resources (revenue) until that time. The Library has
only one type of item, which arises only under a modified accrual basis of accounting that
qualifies for reporting in this category. Accordingly, the item, unavailable revenue, is reported
only in the governmental funds balance sheet. The governmental fund reports unavailable
revenues from property taxes. This amount is deferred and recognized as an inflow of resources
in the period that the amount becomes available.

Compensated Absences

Annual Leave

Eligible Library 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 date of the
employee’s anniversary. The amount of annual leave earned ranges between eight and

eighteen hours per month. The governmental fund financial statements recognize annual leave
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MORTON MANDAN PUBLIC LIBRARY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2019

when the liability is incurred and payable from available expendable resources. This normally
occurs only if an employee has unused reimbursable leave still outstanding at the time of their
retirement or resignation. The government-wide financial statements present the cost of
accumulated annual leave as a liability.

Sick Leave

Eligible Library 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
City 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 Library is liable for all the employee’s
accumulated unused sick leave up to a maximum of 60 days. The governmental fund financial
statements recognize sick leave as it is incurred. The government-wide financial statements
present the estimated cost of sick leave as a liability after an employee has reached age 62.

Long-Term Obligations

In the government-wide financial statements, long-term obligations are reported as liabilities in
the governmental activities.

Revenues and Expenditures/Expenses

In the government-wide statement of activities, revenues and expenses are segregated by
activity (governmental), then further by function for governmental activities. Additionally,
revenues are classified between program and general revenues. Program revenues include 1)
charges to customers or applicants for goods or services, 2) operating grants and contributions,
and 3) capital grants and contributions. Internally dedicated resources are reported as general
revenues, rather than as program revenue. General revenues include all taxes.

In the government-wide financial statements, revenues are reported by source and are further
classified as either “general purpose” or “restricted”. General purpose revenues are available to
fund any activity accounted for in the fund. Restricted revenues are, either by State law or by
outside restriction, available only for specified purposes. Unused restricted revenues at year-
end are recorded as restricted fund balance. When revenues are not restricted or do not have
constraints placed on their use, the funds are considered by the Library’s board to be committed
or set aside for a specific purpose. When an expenditure is incurred for purposes for which both
restricted and unrestricted fund balance is available, the Library considers restricted funds to
have been spent first. When an expenditure is incurred for which committed, assigned, or
unassigned fund balances are available, the Library considers amounts to have been spent first
out of committed funds, then assigned funds, and finally unassigned funds, as needed, unless
the Library’s board has provided otherwise in its commitment or assignment actions.

In the governmental fund financial statements, expenditures are reported by character: “Current”
or “Capital Outlay”. Current expenditures are subclassified by function.

Capital outlay includes expenditures for capital assets.
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MORTON MANDAN PUBLIC LIBRARY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2019

Net Position

The difference between fund assets and liabilities is “Net Position” on the government-wide
financial statements, and “Fund Balance” on governmental fund financial statements.

Fund Balance Classifications

In the fund financial statements, fund balance for governmental funds are reported in five
classifications that comprise a hierarchy based primarily on the extent to which the Library is
bound to honor constraints on the specific purposes for which amounts in those funds can be
spent:

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

Restricted results when constraints placed on the use of resources are either (a) externally
imposed by creditors, grantors, contributors, or laws or regulations of other governments or (b)
imposed by law through constitutional provisions or enabling legislation.

Committed consists of amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action (simple majority vote) of the Library’s highest level of
decision-making authority (Library board) and cannot be used for any other purpose unless the
Library removes or changes the specified use by taking the same type of action it employed to
previously commit the amounts.

Assigned consists of amounts that are constrained by the Library’s intent to be used for specific
purposes, but are neither restricted nor committed, as expressed by the director to which the
City of Mandan’s commission has delegated the authority to assign amounts to be used for
specific purposes. The City of Mandan’s budget and finance committee has the authority to
remove or change the assignment of funds.

Unassigned is the residual classification for the general fund and represents the amount that
has not been assigned to other funds and that has not been restricted, committed, or assigned
to specific purposes within the general fund.

Minimum Fund Balance

The unrestricted fund balance is the amount in the fund balance less nonspendable and
restricted fund balance. The Library will strive to maintain a minimum unrestricted general fund
balance equal to 17% of the general fund’'s subsequent year budgeted expenditures (less debt
service and capital outlay). This will assist in maintaining an adequate level of fund balance to
provide for economic and financial stability. If spending unrestricted fund balance in designated
circumstances has reduced unrestricted fund balance to a point below the minimum target, as
noted above, the replenishment will be within five years.

The minimum fund balance in the General Fund at December 31, 2019 was $144,279.
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MORTON MANDAN PUBLIC LIBRARY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2019

NOTE 2 STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
Excess of Expenditures over Appropriations at the Legal Level of Control

The appropriated budget is prepared by fund and function. The Library may make transfers of
appropriations for operations and maintenance expenditures within a fund. Transfers of
appropriations for salaries and benefits, capital outlay, or between funds require the approval of
the Library's board. The legal level of budgetary control (i.e., the level at which expenditures
may not legally exceed appropriations) is the fund level.

NOTE 3 DEPOSITS
Custodial Credit Risk

The Library 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 Library would not be able to recover its deposits
or collateralized securities that are in the possession of outside parties. The Library does not
have a formal policy that addresses custodial credit risk for deposits. However, in accordance
with state statutes, the Library’s board requires that all Library 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.

At December 31, 2019, the carrying amount of the Library’s deposits was $617,181 and the
bank balance was $659,230 all of which was insured and collateralized. The Library also
maintains a petty cash balance of $200.

The deposits presented in the financial statements at December 31, 2019, are as follows:

Primary Government

Cash and cash equivalents $ 651,853
Less: Petty cash (200)
Total deposits $ 651,653

NOTE 4 INVESTMENTS

The investment policies of the Library 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 Library does not have a formal investment policy
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MORTON MANDAN PUBLIC LIBRARY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2019

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 Library 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 Library 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 Library does not have a formal investment policy
governing foreign currency risk.

NOTES5 CAPITAL ASSETS

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

Balance Balance

Governmental Activities 1/1/2019 Additions Deletions 12/31/2019
Capital assets being depreciated:

Buildings and improvements $ 1,020,735 $ - $ - $ 1,020,735

Buildings and infrastructure 139,339 - - 139,339

Machinery and equipment 610,304 - - 610,304
Total capital assets being depreciated 1,770,378 - - 1,770,378
Less accumulated depreciation for:

Buildings and improvements 275,597 20,415 - 296,011

Buildings and infrastructure 114,314 4,644 - 118,958

Machinery and equipment 602,609 4,832 - 607,441
Total accumulated depreciation 992,520 29,891 - 1,022,410
Total capital assets being depreciated, net 777,858 (29,891) - 747,968
Total capital assets, net $ 777,858 $ (29,891) $ - $ 747,968

Depreciation expense was charged to function/program of the Library as follows:

Governmental Activities

Culture and Recreation $ 29,891
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NOTE 6 LONG-TERM DEBT

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

Balance Balance Due Within

Governmental Activities 1/1/19 Additions Reductions 12/31/19 One Year

Compensated absensces $ 39386 $ 38906 $ (36,165 $ 42,127 $ 19,459
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 Library employees. The Defined Contribution Plan had 8 participants 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 Library 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.

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 $27,281, $27,211, and $26,427, 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.
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NOTE 8 RISK MANAGEMENT

The Library 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 Library carries
commercial insurance. Settlements, resulting from these risks, have not exceeded insurance
coverage in any of the past three fiscal years.

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 Library pays an annual premium to NDIRF for its general liability,
auto, and public asset insurance coverage. The coverage by NDIRF is limited to losses of
$2,000,000 per occurrence for general liability and automobile coverage.

Machinery and Equipment

The Library pays an annual premium to The Cincinnati Insurance Company for its machinery
and equipment insurance coverage. The coverage by The Cincinnati Insurance Company is
limited to losses of $3,000,000.

State Fire and Tornado Fund

The Library participates in the State Fire and Tornado Fund. The Library 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 Library with an aggregate coverage limit of $250,000,000 with specific
special limits varying from $500 to $500,000.

State Bonding Fund

The Library participates in the State Bonding Fund. The Fund currently provides the Library 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.

Workforce Safety & Insurance

The Library 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 Library 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 Library
contributes a percentage of the monthly premium based upon an employee’s years of service.
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NOTE9 NEW PRONOUNCEMENTS
The Library will implement the following 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.

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
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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.

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.
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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.

NOTE 10 SUBSEQUENT EVENTS

On March 11, 2020, the World Heath 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 Library. While the Library
expects this matter to negatively impact its results of operations and financial condition, the
extent of the impact is uncertain.

Subsequent events have been evaluated through September 29, 2020, which is the date the
financial statements were available to be issued.
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Variance
Original Final with
Budget Budget Actual Final Budget
REVENUES
Taxes $ 522,618 $ 522,618 504,287 $ (18,331)
Intergovernmental 262,126 262,126 257,438 (4,688)
Charges for services 11,650 11,650 28,369 16,719
Fines and forfeits 5,500 5,500 4,757 (743)
Interest 200 200 1,506 1,306
Rent 33,100 33,100 33,100 -
Miscellaneous 8,550 8,550 6,331 (2,219)
Total revenues 843,744 843,744 835,788 (7,956)
EXPENDITURES
Current
Culture and recreation 820,318 853,002 759,548 (93,454)
Total expenditures 820,318 853,002 759,548 (93,454)
Excess (deficiency) of revenues
over (under) expenditures 23,426 (9,258) 76,240 85,498
Net change in fund balance $ 23,426 $ (9,258) 76,240 $ 85,498
Fund balance - January 1 662,799
Fund balance - December 31

739,039

See Note to the Required Supplementary Information
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NOTE 1 GENERAL BUDGETARY POLICIES AND PROCEDURES

The Morton Mandan Public Library, a governmental fund of the City of Mandan, North Dakota, is
required to prepare the annual Budget in accordance with the state’s Municipal Budget Law and
also with existing City Ordinances, Resolutions, contacts and agreements. In addition to these
legal requirements, the City's Significant Budget Policies provide further direction and guidance
to the budgeting process.

The annual budget is adopted on a basis consistent with generally accepted accounting
principles for the governmental fund. All annual appropriations lapse at fiscal year-end.

The appropriated budget is prepared by fund and function. The Library may make transfers of
appropriations for operations and maintenance expenditures within a fund. Transfers of
appropriations for salaries and benefits, capital outlay, or between funds require the approval of
the Library’s board. The legal level of budgetary control (i.e., the level at which expenditures
may not legally exceed appropriations) is the fund level.
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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 Trustees
Morton Mandan Public Library
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 and the major fund of Morton Mandan Public Library,
a governmental 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 Morton Mandan Public Library’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 Morton Mandan
Public Library’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 Library’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Library’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. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Morton Mandan Public
Library’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.

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.

torudy Mo

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

September 29, 2020
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