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To the City Council
City of Lakota. North Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities. the business-iype
activities, the aggregate diseretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Lakota, North Dakota. as of and for the vear ended December
31, 2020, and the related notes to the financial statements. which collectively comprise the City’s basic
financial statements as listed in the table of contents.

Muanagement's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the modified cash basis of accounting described in Note 1; this includes determining that
the modified cash basis of accounting is an acceptable basis for the preparation of the financial statements
in the circumstances. Management is also responsible for 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.

Auwditor's Responsibility

Owr 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 comtained in Govermment Auditing Standards. issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit 1o
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing precedures 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. [n 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 audil 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 ol
accounting policies used and the reasonableness of significant accounting estimates made by management.
as well as evaluating the overall presentation of the financial statements,

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

In our opinion. the financial statements referred to above present fairly. in all material respects, the
respective modified cash basis financial position of the governmental activities. the business-type activitics,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Lakota, North Dakota. as of December 31. 2020, and the respective changes in
modified cash basis financial position. and, where applicable, cash flows thereof for the vear then ended in
accordance with the modified cash basis ol accounting described in Note 1,

Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the modified cash basis of accounting. which is a basis of accounting
other than accounting principles generally accepted in the United States of America. Qur opinions are not
maodified with respect to this matter.

(eher Matters

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City Of Lakota, North Dakota’s basic financial statements. The budgetary comparison
information. Schedules of Emplover’s Share of Net Pension Liability, Schedules of Employer's
Contributions - Pensions, Schedule of Employer’s Share of Net OPEB Liability, Schedule of Emplover’s
Contributions — OPEB, and Schedule of Fund Activity — Modified Cash Basis are presented for purposes
of additional analysis and are not a required part of the basic financial statements.

The budgetary comparison information, Schedules of Employer’s Share of Net Pension Liability, Schedules
of Employer’s Contributions - Pensions, Schedule of Employer’s Share of Net OPEB Liability, Schedule
of Emplover’s Contributions — OPEB, and Schedule of Fund Activity — Modified Cash Basis are the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected 1o the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves. and
other additional procedures in accordance with auditing standards generally aceepted in the United States
of America. In our opinion, the budgetary comparison information, Schedules of Employer’s Share of Net
Pension Liability. Schedules of Employer’s Contributions - Pensions. Schedule of Emplover’s Share of Net
OPEB Liability. Schedule of Employer's Contributions — OPEB, and Schedule of Fund Activity — Modified
Cash Basis are fairly stated, in all material respects, in relation to the modified cash basis financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Crovermment Awditing Stemdards. we have also issued our report dated February 15,
2022, on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing. and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Gavernment Auditing Standards in considering the City’s internal control over financial reporting and
compliance.




Dlewitt, [dpdeniers Ay

Hurtt, Mortenson & Ryeh
Certified Public Accountants
Park River. North Dakota

February 15, 2022
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CITY OF LAKOTA, NORTH DAKOTA
Statement of Net Position - Modified Cash Basis
December 31, 2020

ASSETS:

CURRENT ASSETS
Cash & Cash Fguivalents
Matenals Inventory

Total Current Assels

CAPITAL ASSETS
Capital Assets net of Accumulated Depreciation
T'otal Capital Asses

THER. ASSETS

Centificate of Deposits Reserved for Debt Service
Internal Balances

I'otal Other Assets

Totsl Assets

LIABILITIES AND NET POSITION:
CURRENT LIABILITIES
Customer Deposits

Current Maturity on Long Term Delt
‘Total Current Liabilities

MON CURRENT LIABILITIES

Bonds Pavable

Capital Lease Payable

Motes Payvable

[Less: Carrent Maturitics on Long Term Deht
Total Mon Current Liabilitics

Tural Liabalities

NET POSITION
Met investment in Capital Assets
Restricted For
Capital Prijects
Deht Service
Economic Development
Infrastructure
Fyuipment Replacement
(ther
Unrestricted

Total Met Position

Total Liabilities & Net Position

Covernmental  Business-iype
Activities Aclivities Tustal

% 592435 % LaR6. 728 & 2279.160
= 25,747 23,747
592 435 1.712.472 2304807
T.1l6.516 4.335.155 11.451.67I
T.116.516 1,335,155 11.451.671
. b4l b656 B4l 636
{177.813) 77,813 -
(177.813) BRI L TN
$ 7330138 5  okee09n S5 14397234
% 37500 8 23733 0§ 2TA83
177.993 (LD 3E1 278803
181743 124,543 306,287
3,371,002 2081, 2000 5.462.202
- 23,949 23949
(177.993) (I 810y (2TH.803)
3,095,004 014,559 3207548
3.374.752 2 138883 5.513.63%
3745514 2.220.005 5,965,519
- 670,133 679,133
299,425 - 299,425
202,447 - 202 447
- 23,100 23,1000
114,976 - 114,976
[205.977) R0 975 | 598 908
4.156,385 4.727.213 §.885.599
§ 7531138 §  68660% S 14397234

The accompanying notes are an integral part of these financial statements.
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CITY OF LAKOTA, NORTH DAKOTA
Statement of Activities — Modified Cash Basis
For the Year Ended December 31, 2020

et Disbursements) Heceipts and

Program Heceipts Change in Net Position
Operating Capital Business
Charges for Crants and Gramts and Governmental T
Fnht‘L'mnﬁp'I“'rllnrarm: IRis T rse ments Services Conlrilutions  Contributions Activities Activities Toatal
Croveemnament Aihiviiies
Cremveral Government 5 [40,491 5 e & - % - 5 129092 % L1 (130 0at)
Pubhic Safety - - - 27.912) - {21.911)
Public Service 12,205 63, 104 25200 (230 841 - {236, B41)
Parks, Recrcation & O cimonon R 3. T63 (115,734 . {11570
Inerest Fxpense 6537 = - 5 (60,537 = A3
Toeal Govermment Activines 1180765 23604 13,084 523942 (560,115} - (5 115)
Business Type Activities
Unility Svstems 1.338.273 1.674,763 - R . 441,185 447 185
{Mber 93,554 T43E3 . - - T (191 |
Imerest Fxpense 48215 - - - 48215 (48.215)
Totol Business Tyvpe Activities 1 470,043 L749. 140 - LA - ERER ] 373 TO |
I
Toml Primary Government 5 2650808 5 L7T7rT4R § 13084 % Hl18.638 5 (3601151 & iTiTE & i 1R6.316)
.
General Receipts:
Property Taxes Levies for
Cieneral Purposes 5 150264 5 - % 150 264
Special Assesdamens 3 02 15348 334,350
Sales & Lodging Tax B4 EE - 4, 9EE
Federal & Suste Aid not resmmiceed 1o special purposes 51691 - 51,691
Earmngs on Inveslmenis 56355 R L] A0 504
{Hher Receipts 54308 o7l 81389
Total General Roceipis 5 LR YIE. % BL268 5 TALIRA
Tramsfers To & From (hher Funds T2 34710
Change m Net Posthion D515 46 354 506870
et Position - January 1 1.015.870 1 30 B59 6,761 457
et Position - December 31 5 A0563R5 § 4723 5 88835599

The accompanying notes are an integral part of these financial statements.
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CITY OF LAKOTA, NORTH DAKOTA
Balance Sheet — Modified Cash Basis

Governmental Funds
December 31, 2020

Major Funds

Spocaal Lales & Dbt (ther Tonal
Creneral et Lodpnng Pisal & Pack EYEFITE L1 AT LETN oy '
ASKETS: ¥ urml Pkl Fax Faiids Furkl Frand Fuand Fumis Fund=
CLURRENT ARSFTS
Cash & Cash Equavalenrs 5 174N % = & &5 o % = K e 1 T %
Tiwal Cwmenr Aszets 2147 - 433 M - - - 10,7104
OTHER ARSETS
Internal Balances = = DAl < 5 = = B.all
Total Chher Assets & Debits 4 %611 3 3 GRAE
Tl Assits -] 12470 % - 5  SOL.ETI 'S - - ] 116704 & &61.045
LIARILITIES AND FUND BALANLE:
CURRENT LIARILITIES
Dieposis S i 3 5 75 - 8 iRt & 5730
Due To Chber Funids 10,795 - 75274 S1.744 S8.611 246,424
Tartal £t L abehitees 5 bs 1795 § e 75,349 ) B B 8611 S 3675 5. MO0
FUSDBALANCES
Restrigred For
Feomomic Development - - 200 424 - 2 - = T AT
Infrastruciure 202447 - N
{hier 1,947 R EH (e 182 9740
Unassepsd, Reported |o:
Creneral Fund 40,523 - - - - - 4,535
Megmive Fund Balaness - { 1L TS5 - {75344 (91,740 (68,6111 {2445, 454
Total Fisnd Balance 4 470 {1095y S0l &7 {73,349 (1,734 e NCTu bl TrEAs LHLET]
Total Liabifitics & Fund Hadancoe & 1247 % - % S01LETE % - - =% 16704 S  &61.045

The accompanying notes are an integral pan of these financial statements.
]




CITY OF LAKOTA, NORTH DAKOTA
Reconciliation of the Governmental Funds Balance Sheet to Statement of Net Position
Modified Cash Basis
December 31, 2020

Total Fund Bafance for Governmental Funds % 410,871

Towl wer position reported for governmental activities in the statement of net position is different

because;

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

Cost of Capital Assets 9,703,202
Less: Accumulated Depreciation {2.586.686)

MNet Capital Assels 6506

Long-term liabilitics that pertain to governmental funds are not due and pavable in the current
period and therefore arce not reported as fund lisbilitics.  All liabilitics, both current and long-term
ane reported in the statement of net position.

Bonds Pavable (3.371.002)
Total Long-Term Liabilities

Total Net Fosition - Governmental Activitics

The accompanying notes are an integral part of these financial statements.
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CITY OF LAKOTA, NORTH DAKOTA
Statement of Receipts, Disbursements and Changes in Fund Balance -
Muodified Cash Basis
Governmental Funds
December 31, 2020

Major Funds

Special Sales & Dbt {¥her oital
Ciemeral Slrevt Lodzmy Mol & Pazk Airpuet Service o't Crowrl
Fund Fund Tax Fungds Tumd Tumned Funil Funids Fumds
Receipis:
Properny Tawes 107 454 iaT EERIE f T L THI mET 5 12,661 5§ 345.357
Special Assesamenty = T = = = IR0 - 30002
Licemsss & Pomals [RUE: L = = B 500 16399
Imerzon cmmicnlal Searces 19.523 i6.89] £ 8. 763 211700 6,158 622 544
Charges for Seraces 11,631 74 - 12208
Eamings na Investmenis 1138 H 306GR E £ 304 RE] 405
Cither Local Soarces 16024 3 i3 - 124 3 WY - 52,00 BL5)
Toenl Receiprs 155 744 T Of h5n T ARE T 3k E0 TLASS 1 286,564
[t rsements:
[T
Laencral Govermimnent - - 5 = ] 269 116,892
Public Safery - - - - - - 2T
Pabdic: Strvice 115793 17B11 - 18.453 - 108, 500 31505
Parkis. Boercation & Cemetery - - - 120,025 - - 10,250 430,275
Capital Chutlay 1B 163 183,379 7251 302405 13590 12,450 557249
Debst Servioe:
Debt Prmeaple Paad H 193681 - 195 &1
lterest Expmae - - - &53T i B %7
Fotal Expenditunss 240257 /AT 55061 1200025 320858 ITTRIT 131 859 | S (4G
Excess Becopls over
i mnder) Dhsbursemenis (24471 1 214,880 41.595 (111837} (95 GLEY 51 48T jiall 05 (415481
her Fimancing Sources {Usesp
Dheb Proceeds E55. 285 s - : |45 185
Imterfimd Transfers In 48165 4% 800 . 35 B3 Iy - 7, (]
Imterfisnd Transfers {0t } (s R {1 P95 8BTS = - (RRRET ] = (164547
Met Change tn Fund Balance (33217 {1075 5 (32370 S (75274 (90 T4y % ELEUAE Y | Wy 8 (2214340
Fund Balance - Jamoary | 75687 - 554151 75) - (1083350 ITLI2E 6312 356
Fund Balance - Decemhber 31 2AT L3S & SO0LRTE % | 75349 (9743 & 1GRA1TE % 113:029 % LIGETI

The accompanying notes are an integral part of these financial statemenis.
10




CITY OF LAKOTA, NORTH DAKOTA
Reconciliation of Governmental Funds Statement of Receipis, Dishursements and Changes
in Fund Balance to Statement of Activities — Modified Cash Basis
December 31, 2020

Amounts reporied for govermmental activities in the statement of activitics are different because:
et change in Fund Balance - Governmental Funds b {221,484)

Governmental funds report capital ootlays us expenses. However. in the statement ol activities,

assets with an initial. individual cost ol more than 53,000 gre- capitalized and the cost s allocated over
their estimated usetl lives and reported as depreciation expense. This is the amount by which capital
capital mntlays exceeded depreciation in the current period.

Capital Asset Additions 529,894
Current Year Depreciation Expense [ 206.296)

Governmental funds report debt principal payments as an expense. However in the statement
of activities debt principal is not expensed nor is the receipt of borrowed funds treated

a5 income.
Deht principal paid during the yvear 193.681
Dbt proceeds received during the vear [155.285)
Change in Met Position of Governmental Activities b 140,515

The accompanying notes are an integral part of these financial statements,
L1




CITY OF LAKOTA. NORTH DAKOTA
Statement of Net Position - Modified Cash Basis
Enterprise Funds
December 31. 2020

Business-Type Activitics - Epterprise Funds

Elecinc Water Sewer (Mher
[Fund Fund Fund Funds Total

ASSETS:
CURRENT ASSLETS
Cash & Cash Equivalents SI015.522 5§ 244839 5 136932 25592 R0 422885
Materials Inventory 18.536 7211 - - 25,747
I'otal Current Asscts 1,034,057 252,050 136,932 25,592 1448832
NOMCURRENT ASSETS
Capital Asscts net of

Accumulated Depreciation 333,424 2719956 1,009,484 220.39] 4.543.256
Certificates of Deposit reserved for debr service 192 143 357.907 - - 330,049
Total Noncurrent Assets T45.567 3.077.863 1040 4584 2391 5.3.305
Total Asscts $1.779.624 53329013 SI1.1B6417 245984 56.541.937
LIABILITIES AND NET POSITION:
CURRENT LIABILITIES
Customer Deposits % 234983 S - & - = 5 23983
Current Portion of Long Term Delq - 82810 1B, 0H00 - 1008 | O
I'otal Current Liabilitics 23.983 HLETID 18,00 10 124,793
NN CURRENT LIABILITIES
Bonds Pay able - 2102345 83000 - 2. 187,345
Mote Payable 29750 - - 29,750
l.ess Current Portion - (82,8109 (18,000 - {LOGLE T
Total Non Current Liabilities - 2049285 G700 - 2. 0116,285
Total Liabilities 23983 2132095 B5.000 (0 2241.078
NET POSITION
Met Investment in Capital Assets 533424 587.861 G964 454 220,391 2326161
Restricted for Debt Service 192,143 3537.907 34.237 - SB4.286
Restricted for Equipment Rep lacement - 16,747 - - 16,747
Linrestricted 1 AMOUTH 235,303 102,696 23.592 1.373.663
Tatal Net Position 1.755.641 1,197 818 1.101.417 245,984 4. 300 850
I atal Ligbilities & Net Position 51, 779624 53320913 51,185,417 2435984 Sn.541.917

The accompanying notes are an integral part of these financial statements.
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CITY OF LAKOTA. NORTH DAKOTA
Statement of Receipts, Disbursements and Changes in Net Position — Modified Cash Basis
Enterprise Funds
December 31. 2020

Busincss-Tyvpe Activities - Enterprise Funds

Electric Vo nter Sewer { Mther
Fumd Fund Funad Funds Tovtal

Receipts:
Utility Sales 5 1,221 605 3 247910 5 93839 % 104381 % | 667755
Other Charges for Services 5.500 1508 - T4 383 51.39%
Oher Sources 23871 100HD 200 - 27071
Towal Receipts 1.252976 250417 93059 I78.764 1.776.217
Operating Dishursements:
Salanes & Henefits 702105 47,579 20, 20 36,631 174,654
Operational Dishursements 698,752 113,041 30043 148 8352 1AM, SEE
Depreciation 55952 118,235 62 283 10 1la 246 586
Total Operating Disbursements £24919 278 835 122435 195619 1. 421,828
Met Odperating Income 5 428057 5 (28437 8§ {2837H) % (16855 % 354 389
Non=-Operating Receipts (Disbursements)
Eamings on Investments 3595 4,188 39 7 34,849
Special Asscssmenis = - 25,348 - 25348
Capital Cirants - O, it - - Ll G
Interest Capense - (45,710 {2.505) - [A8.215)
Income {Loss) Before Transfers 458.651 24737 {3473) (16849 461066
Interfund 1ransfers In 3443 36,041 12227 12,20 63917
Interfund Transfers {Chut) (68,304 (30.325) - - (58,629
Change in MNet Position b 3 393790 % 3434 8 675 § (4643 8§ 426 354
Met Position - January 1 1,755,641 1197 518 1,101 417 245 984 4,300,859
Met Position - December 31 5 2149431 % 1228271 % LIOR 170§ 241341 % 4727213

I'he accompanyving notes are an integral part of these financial statements.
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CITY OF LAKOTA. NORTH DAKOTA
Statement of Cash Flows — Modified Cash Basis
Proprietary Funds
Deécember 31. 2020
Business- Ivpe Activities - Enterprise Funds
Electnc Water Sewe R
Fund Fund Fund Funs Tatal

Cash Flaws from Operating Activities

Receipts from Customers LI e I 1 24U 417 % G330 § 1TR. 764 % 1749144

Pavmenis e Employees (TL215) 47574 (20.20%) {36.651) 1174654

Pavmenis 1o Suppliers B (2 {11040 {39,043 {148 852y (qRULR.ELS)

Uither Receipts 2387 1.000 200 - 27071
Fotal Cash Flews from COperating Activines 183 759 9797 33a07 [&.739) 6724
Cash Flows from Soncapital

Financing Activities

Iransters In 3443 3041 22337 12 206 63917

Specil Assessments - 25348 - 23348

[runsfers {Cut) 168,304) {30,323) - (98629

{Ing: ¥Decrease in Internal Bafunces {177.5813) - - [1T7RI3)
Total Cash Flows from Noncapital Financing Actvites {242.5674) 5TLT 37575 122005 (187177
Cash Flows from Capital and Related

Financing Activities

(irant Proceeds Received B B - - 54 Al

Purchases of Capital Assers |38 485) - - [34.485)

Principal Payments on Bonds 1 8.0 [RE RLEAN] ¥

Principal Payments on Notes Payable (3801 - - (5.R01)

Interest on Dehe (457100 {2505 - (44.215)
Fotal Cash Flows from Capial and Financing Activities {T73.444) {20, 505) (93 949)
Cash Flows From nvesting Activities

Investment i Certificate of Deposit (12181 (TR 4260 - - (6T

Eamings on Investments 30,593 4,188 39 T 34,849
Tatal Cash Flaws From Investing Activitses 18414 {74.238) 34 7 {55, 758}
Mt Increase (Decrease} in Cash & Cash Equilivents 235 499 (32.168) 51037 2473 263 840
Cash and Cash Equivalents - January | 1015522 244839 136,932 25592 | 422 885
Cash and Cash Equmvalents - December 31 ® 1275020 % 192671 % 378969 % 65 5 1.6E6T2S
Reconcilintion of Operating Income to et

Cash Provided by Operatimg Activitics

Cyperating Incomee [ Loss) 428057 (2B.43T) (28.376) [16,855) 154,389
Adjustments 1o Reconcile Operating Incomie

to Net Cash Provided by Operating Achivities

Depreciation Fxpense 55952 118235 62243 1116 246 586

[ Al Decrease ) i Deposizs Pavahle {23 - (250

[otal Adjustments -7 302 5 118235 8§ 62,183 % lh1ke % 246336
Net Cash Provided/{1sed) by Operating Activities ] 483759 % ¥9.797 % 3397 § 6,739 % G0 725

The accompanying notes are an integral part of these financial statements.
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CITY OF LAKOTA, NORTH DAKOTA
Notes to the Financial Statements
December 31, 2020

E'NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

I'he accounting policy of the City of Lakota, North Dakota, is to maintain the accounting records on a
modified cash basis, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America. The Governmental Accounting Standards Board
(GASB) is the accepted standard setting body for establishing governmental aceounting and financial
reporting principles. The more signiticant of the government’s accounting policies are described below.

A. Financial Reporting Entity

I'he accompanying financial statements present the activities of the City of Lakota. For financial reporting
purposes, the City of Lakota’s primary government includes all funds. account groups. elected officials,
departments. boards, commissions, and authorities that make up the city’s legal entity. The City’s reporting
entity also is comprised of its component units, legally separate organizations for which the City’s elected
officials are financially accountable.

Financial accountability is defined in GASB Statement No. 14 “The Financial Reporting Entity™. The
criteria includes appointing a voting majority of an organization's governing board and (1) the ability of
the city to impose its will on that organization or (2) the potential for the organization to provide specific
financial benefits to, or impose specific financial burdens on the City of Lakota:

Based upon the application of these criteria. the following is a brief review of each potential unit addressed
defining the government's reporting entity:

BLENDED COMPONENT UNITS — None

DISCRETELY PRESENTED COMPONENT UNITS - None

EXCLUDED ORGANIZATIONS — The following governmental entities are not included in these financial
statements since they do not meet the criteria contained in Statement 14:

Lakota Public School District - With different boundaries than the City. the school district does not
entirely or exclusively benefit City residents. The City has no authority to appoint board members
and has no fiscal responsibilities. The school district can levy taxes and issue debt in its own name.

Lakota Park District — The Park District elects its own governing body, levies its own taxes,
approves its own budget and authorizes debt. The City has no authority to govern or fiscal
responsibility for the Park Board.

The City's basic financial statements include all of the City operations. The basic financial statements
presented herein do not include agencies which have been formed under applicable state laws or separate
and distinct units of government apart from City of Lakota.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of activities)
report information on all of the non-fiduciary activities of the City. For the most part. the effect of inter-
fund activity has been removed from these statements. Governmental activities, which normally are
supported by taxes and imtergovernmental revenues. are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support. Likewise. the primary government is
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reported separately from certain legally separate component units for which the primary government is
financially accountable.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct Expenses are those that are clearly identifiable with a
specific function. Program revenues include 1) charges to entities or individuals who purchase, use or
directly beneflit 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.
l'axes and other items not properly included among program revenues are reported instead as general
revenues, as are internally dedicated resources.

The fund linancial statements provide information about the City"s funds. Separate Ninancial statements for
each fund category. governmental, proprietary, and fiduciary funds, are presented. Major individual
governmental and major individual enterprise funds are reported as separate columns in the fund fnancial
statements. All remaining povernmental and enterprise funds are aggregated and reported as non-major
funds.

The city reports the following major governmental funds:
Crovernmental Funds:

General Fund - The general fund is the general operating fund of the City. It is used to account for all
financial resources except those required to be accounted for in another fund.

Special Street Fund — This is the City's primary street and highway maintenance fund but it also funds tree
projects, weed control and mosquito control, The major source of revenue is from the State Treasury
Highway Tax,

Sales & Lodeging Tax Funds - This fund accounts for a 1% sales tax imposed on purchases in the City. and
a lodging tax imposed upon gross receipts of every hotel located in the City. Revenues are to be spent on
infrastructure and economic development.

Pool & Park Fund - This fund is used to account for all financial resources relating to repairs to the City's
swimming pool.

Airport Fund - This fund is used to account for all financial resources relating to the Lakota Municipal
Airport.

Debt Service Funds - This fund is used to account for the collection of special assessments designated to
service bonds outstanding. Tax revenue teceived in this fund is restricted for payment of principal and
interest on debt.

Proprietary funds:

Enterprise Funds — This account group provides basic utility service to the City residents. The fund group
operates utility systems and borrows money for capital improvements through revenue bonds. Enterprise
funds use the modified cash basis of accounting as defined at Note 1C above,

. Measurement Focus, Basis of Accounting, and Financial Statements Presentation

The government-wide and proprietary financial statements are reported using the economic resources
measurement focus, within the limitations of the modified cash basis of accounting. This basis recognizes
assets, liabilities, net position. revenues, and expenditures when they result from cash transactions with a
provision for depreciation in the government-wide statements, and proprietary financial statements. This
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basis is a comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America.

Measurement Focus

In the fund financial statements, the “current financial resources™ measurement focus or the “economic
resources” measurement focus, within the limitations of the modified cash basis of accounting, as defined
below:

aj Governmental funds wtilize a “current financial resources™. Only current financial assels and
liabilities are generally included on their balance sheets, Their operating statements present sources and
uses of available spendable financial resources during a given period. These funds use fund balance as their
measure of available spendable financial resources at the end of the period.

b) Proprietary funds wilize an “economic resources™ measurement focus. The accounting objectives
of this measurement focus are the determination of operating income. changes in net position (or cost
recover), [inancial position, and cash flows. Only cash and cash equivalents, capital assets, long term debt
and inter-fund balances are generally included on their balance sheets. Short term liabilities for payroll
withholding may be recognized. Proprietary fund equity is classified as net position.

Basis of Accounting
In the povernment-wide statement of net position and statement of activities and the fund financial

statements, governmental. and business-type activities are presenied using a modified cash basis of
accounting. This basis recognizes assets, liabilities, net position/Tund  equity. revenues, and
expenditures/expenses when they result from cash transactions in the government-wide statements and
proprietary fund statements, with a provision for depreciation in the government-wide statements, and
proprietary fund statements. This basis is a comprehensive basis of accounting other than accounting
principles generally accepted in the United States of America.

As a result of the use of this modified cash basis of accounting, certain assets and their related revenues
(such as accounts receivable and revenue for billed or provided services not yet collected) and certain
liabilities and their related expenses (such as accounts payable and expenses for goods or services received
but not yet paid. and accrued expenses and liabilities) are not recorded in these financial statements.

If the City utilized the basis of accounting recognized as generally accepted, the fund Anancial statements
for governmental funds would use the modified accrual basis of accounting., while the fund financial
statements for proprietary fund types would use the accrual basis of accounting. All government-wide
financials would be presented on the accrual basis of accounting.

Proprietary funds distinguish operating receipts and disbursements from non-operating items. Operating
receipts and disbursements generally result from providing services and producing or delivering goods in
connection with the fund’s normal ongoing operations. The principal operating receipts of the City's
proprietary funds are charges to customers for goods and services. Operating disbursements include the
cost of sales and services, administrative expenses and depreciation on capital assets, All other receipts or
disbursements are recorded as non-operating

When both restricted and unrestricted resources are available for use. it is the City’s policy 1o use restricted
resources first. then unrestricted resources, as they are needed,

D. Cash and Cash Equivalents
Cash includes amounts in demand deposits. money market accounts and certificates of deposit with

maturity of three months or less. The investments consist of certificates of deposit. with a maturity date in
excess of 9 days. stated at cost.

For purposes of the statement of cash flow, the enterprise tunds consider all highly liquid investments with
a maturity of three months or less when purchased to be cash equivalents.
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E. Capital Assets

Capital assets. which include land. buildings and improvements and furniture and equipment, are reported
in the government-wide financial statements. The City defines capital @ssets as assets with an initial.
individual cost of more than %35 000 (amount not rounded) and an estimated useful life in excess of five
wvears. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed,
Donated capital assets are recorded at estimated fair market value at the date ol donation,

The costs of normal maintenance and repairs that do not add 1o the value of the asset or materially extend
assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Buildings &
improvements, furniture & equipment, distribution svstems and infrastructure of the City are depreciated
using the straight-line method over the following estimated useful lives:

Assets Years
Buildings 40
Building Improvements 20-40
Infrastructure 40
Distribution systems 40
Furniture & equipment 10
Vehicles 3
Computer & electronic equipment 5

In the fund financial statements, fixed assets used in governmental fund operations are accounted for as
capital outlay expenditures of the governmental fund upon acquisition. Fixed assets used in proprietary
fund operations are accounted for the same as in the government-wide statements.

F. Long-Term Obligations

Long-term debt is recognized as a liability of a governmental fund when due, or when resources have been
accumulated in the debt service fund for payment early in the following year. For other long-term
obligations, only that portion expected to be financed from expendable available financial resources is
reported as a fund liability of a povernmental fund.

(;. Fund Balances and Net Position
Government-wide Financial Ntatements

Prior to GASB 63, amounts were reported as equity on the statement of nel assets in three primary
categories, invested in capital assets net of related debt. restricted and unrestricted. Subsequent to GASB
63. the statement of net assets was changed to the statement of net position. and net asscts equity was
changed to net position. Net position is shown in three primary categories:

Net investment in capital assers — Consists of capital assets including restricted capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds. mortzages. notes, or other
borrowings that are attributable to the acquisition. construction, or improvement of those assets,

Restricied — Restrictions of net position shown in the statement of net positions are due to constraints placed
on the use either by (1) external groups such as creditors. grantors, contributors. or laws or regulations of
other governments: or (2) law through constitutional provisions or enabling legislation,

Unrestricted net positions — All other assets Lhat do not meet the definition of “restricted™ or “net investment
in capital assets.”
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Fund Financial Statement

Beginning with fiscal vear 201 1. the City implementad GASB Statement 34, Fund Balance Reporting in
Governmental Fund Types Definitions. The governmental fund finanecial statements present fund balances
based on a hierarchy that shows, from highest 1o lowest, the level or form of constraints on fund balance
resources and the extent to which the City is bound to honor them. The City first determines and reports
non-spendable balances, then resiricted. then committed, and so forth. The Citv's governmental fund
balances have been restated to reflect the below classifications. Fund balance classifications are
summarized as follows:

Non-spendable fimd balance — This category includes fund balance amounts that cannot be spent because
they are either (a) not in spendable form, ar (b) legally or contractually required to be maintained inlact,

Restricied fund balance — This category includes net fund resources that are subject to external constraints
that have been placed on the use of resources either (a) imposed by creditors. grantors, contributors, or laws
regulations of other governments, or {b) imposed by law through constitutional provisions or enabling
legislation.

Commirted fund balance — This category includes amounts that can only be used for specific purposes
pursuant to constraints imposed by formal action of the government’s highest level of decision making
authority, the City Council. The commitment can only be removed through the same action. This
classification also includes contractual obligations to the extent that existing resources have been
specifically committed for use in satisfying those contractual requirements.

Assigned fund balance — This category includes Governmental Fund balance that the town indents to be
used for a specific purpose but are neither restricted nor committed. This intent is expressed by written
approval of the City’s administration comprised of the City administrative council.

Unassigned fund balance — This category included the residual balances in the governmental fund. This
classification represents fund balance that has not been assigned to other funds and that has not been
restricied, committed, or assigned to specific purpose within the General Fund.

H. Interfund Transactions

Quasi-external transactions are accounted for as receipts or disbursements. Transactions that constitute
reimbursements to a fund for receipts/disbursements initially made from it that are properly applicable to
another fund, are recorded as disbursements in the fund that is reimbursed.

All other interfund transactions, except quasi-external transactions and reimbursements. are reported as
transfers. Nonrecurring or none routine permanent transfers of equity are reported as residual equity
transfers. All other interfund transfers are reported as operating transfers.

I. Use of Estimates in Preparing Financial Statements

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management 1o make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

NOTE 2 LEGAL COMPLIANCE - BUDGETS

Budget Amendments




'he City 's governing board did not amend the budget during 2020,

NOTE 3 DEPOSITS AND INVESTMENTS|

A. Deposits

In accordance with North Dakota statutes. the City maintains deposits in financial institutions situated and
doing business within the state. Deposits. other than with the Bank of North Dakota, must be fully insured
or secured with a pledge of securities equal to | 10% of the uninsured balance.

State statutes authorize the City to invest in:

a) Bonds, treasury bills and notes, or other securities that are a direct obligation of. or an obligation
insured or guaranteed by, the Treasury of the United States, or its agencies. instrumentalities, or
organizations created by an act of Congress.

b) Securities sold under agreements 1o 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 pledee of
governmental securities,

d) Obligations of the state.

The City's deposits at balance sheet date were entirely covered by federal depository insurance or pledge
of governmental securities, Securities pledged were held by the District’s agent in the District’s name
(Category 11 assets).

Custodial Credit Risk — This is the risk that deposits would be lost in the event of a bank failure. Deposits
that exceed federal agency insurance limits are collateralized as stated above in accordance with state law.
The City requires depository banks to furnish the City with periodic assurance of collateral coverage of
district deposits.

B. Investments

Concentration of credit risk — The risk of loss due to the magnitude of investments in a single issuer, The
City only invests in Cerificates of Deposit wherein the issuer collateralizes the cenificate with
governmental securities.

Interest rate risk — The risk that changes in interest rates of debt investments will adversely affect the fair
value ol an investment. The City only invests in Certificates of Deposit which are always purchased and
redeemable at face value.

At year ended December 31, 2020, the City’s carmying amount of deposits and CDs totaled $2.919.816 and
the bank balances totaled $2.928.792. Of the bank balances, $300.000 was covered by Federal Depository
Insurance. The remaining bank balances totaling 52,428 792 were collateralized with securities held by the
pledging financial institution’s agent in the government’s name,

NOTE 4 ACCOUNTS RECEIVABLE]

Accounts receivable consists of amounts owed to the City by private individuals and organizations for
goods or services provided by the utility funds,

NOTE 5 INVENTORIES

The proprietary funds maintain an inventory of materials and supplies used for operation of the utility.
Inventory is valued at cost. No perpetual records are Kept but a periodic count is taken. There is very little
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variation in inventory from vear to vear because the same quantities of the same items are generally kept
on hand and replaced as used.

NOTE 6 CAPITAL ASSETS]

The following are summaries of changes in capital assets. governmental activities, for the year ended
December 31, 2020:

| Balance Balance
' Governmental Activities 1172020 Additions { Dipsosals) 12/31/2020
Capital assets not being depreciated
Construction in Progress $ 36HR63F & 439601 % (4148.236) S 4
Fotal capital assets not being depreciated 3688635 459,000 (4.144.236) -
Capital assets being depreciated
Building & Improvements § 1762322 % 6115 % - & 1833438
Infrastructure 3274915 4 148,236 = 7423151
Equipment 440,430 6,183 - 446613
Toual capital assets being depreciated § 5484667 5% 42185334 % - 5 9703202
Less: accumulated depreciation
Buildings & Improvements {593.815) (49.167) - (642.982)
Infrastructurs (1. 446.681) (143.520) - (1.590.201)
Fquipment (339.894) {13.601) - {353.503)
Total accumulated depreciation § (2380390 § (206295 § - % (2.5806.686)
MNet capital assets being depreciated, Net 3.104.277 4,012,238 - 7116516
Governmental activities capital assets, Net £ 6792912 5§ 4471840 5 (4.148236) 5 7116516

Depreciation expense was charged to the functions/programs of the city as follows:

CGovernmental Activities

Public Service % 25 844
Parks, Recreation, Cemetery 452
Total Depreciation Expense -
Governmental Activitics 5 206.296




The following are summaries of changes in capital assets, business-type activities. for the year ended
December 31, 2020:

Balance Balance
Business-Tvpe Activities 12/31/2020 Additions i Disposals) 12/31/2020
Non-depreciated assets
[.and b 17045 & - % - 5 | 7.045
Construction in Frogress T IR AR (970, 094%) JRABS
Total non-depreciated assels 5 9BT.141 % SRARS S (970099 S 33,530
Capital assets being depreciated
Electric Litility 5 2205114 % - 5 (7.346) 5 2197.768
Water Litility 4,064,630 970,04 - 5.054.729
Sewer Liilin 2.151.921 - - 2151921
Gol [ Coyrse 337 843 - = 137,845
Total capital assets being depreciated 5  BI59.510 & 970.009 & {7.346) & 97222363
Less: accumulated depreciation
Electric Ltility S (1.655.689) % (55.952) % 7346 5 (1,702,295)
Water Lititiny {2329.817) 1118.235) - (2.448.052)
Sewer Litility (1102437 (62.283) - (1.164.720)
Golf Course (117.453) (10, 116) - {127.569)
F'otal accumulated depreciation S (5203.3%) 5§ (246.586) % 7346 8 (5442 636)
Tatal capital assets being depreciated, Net 3556114 7213513 = 4279627
Total Business-Tvpe activities, Net § 43432548 % 761998 % (970,099) 5 4,335,155

NOTE 7 DUE TO/FROM OTHER FUNDS]

At year ended December 31, 2020 an interfund receivable of $177.813 was reported in the electric fund,
The amount is negative cash amounts in the Street Fund, Pool Fund, and Airport Fund., The negative cash
balances were due to timing difterences between expenditure paid and reimbursements received. The
intertund receivable is expected to be paid back during 2021.

At vear ended December 31, 2020 an interfund receivable of $68.61 | was reported in the debt service fund.
The amount is a timing difference between debt service obligations and tax receipts. The interfund
receivable is expected to be paid back with future tax revenues..
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The following is a summary of inerfund balances:

January 1, 2020 December 31, 2020

Due (To) From Due (To) From
Governmental Activities Other Funds Increase Decrease (Mher Funds
Highway Fund - { 10.795) - {10, 795
Sales Tax Fund 10%.335 (0} (39.924) 68,611
Pool & Park Fund - (73,274} - 175.274)
Airpor Authonity Fund - (91.744) - [91.744)
Debt Service Fund {1D8.535) ] 39924 {68,611}
Total Governmental Activities - (177.813) - [177.813)
Business-Type Activities
Electric Fund - 177.813 - 177,813
Total Business Type Activities - 177.813 - 177,813

NOTE 8 PENSION PLAN|

Because the City reports its financial statements on the modified cash basis, as described in Note 1, the net
pension liability and related deferred inflows and outflows are not required to be reported in the basic
financial statements. The following information is for informational purposes.

Summary of Significant Accounting Policies

Pensions, For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related 10 pensions. and pension expense. information about the fiduciary net position
of the North Dakota Public Emplovees Retirement System (NDPLERS) and additions wo/deductions from
NDPERS fiduciary net position have been determined on the same basis as they are reported by NDPERS,
For this purpose, benefit payments (including refunds of employvee contributions) are recognized when due
and payable in accordance with the benefit terms. Investments are reported at fair value.

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

The following brief description of NDPERS is provided for general information purposes only. Participants
should refer to WDCC Chapter 34-32 for more complete information.

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

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

Pension Benefits
Benefits are set by statute. NDPERS has no provisions or policies with respect to automatic and ad hoc
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post-retirement benefit increases. Member of the Main System are entitled to unreduced monthly pension
benefits beginning when the sum of age and yvears of credited service equal or exceed 85 (Rule of 83). or at
normal retirement age (65). For members hired on or after January 1. 2016 the Rule of 85 was be replaced
with the Rule of 90 with a minimum age of 6. The monthly pension benefit is equal to 2.00% of their
average monthly salary, using the highest 36 months out of the last 1380 months of service. for each vear of
service. I'or members hired on or after January 1. 2020 the 2.00% multiplier was replaced with a 1.75%
multiplier. The plan permits early retirement at ages 35-64 with three or more vears of service.

Members may elect 1o receive the pension benefits in the form of a single life; joint and survivor, term-
certain annuity, or partial lump sum with ongoing annuity, Members may elect to receive the value of their
accumulated contributions, plus interest. as a lump sum distribution upon retirement or termination, or they
may elect to receive their benefits in the form of an annuity.  For each member electing an annuity. total
pavment will not be less than the members’ accumulated contributions plus interest.

Death and Disability Benefits

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

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

Refundy of Member Account Balance

Upon termination, il a member of the Main System is not vested (is not 65 or does not have three vears of
service), they will receive the accumulated member contributions and vested employer contributions. plus
interest, or may elect to receive this amount at a later date. If the member has vested. they have the option
of applyving for a refund or can remain as a terminated vested participant. I 2 member terminated and
withdrew their accumulated member contribution and is subsequently reemployed, they have the option of
repurchasing their previous service,

Member and Employer Contributions

Member and employer contributions paid to NDPERS are set by statute and are established as a percent of
salaries and wages. Member contribution rates are 7% and emplover contribution rates are 7.12% of
covered compensation. For members hired on or after January 1, 2020 member contribution rates are 7%
and employer contribution rates are 8.26% of covered compensation

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

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

13 to 24 months of service — Greater of two percent of monthly salary or $23

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

Longer than 36 months of service — Greater of four percent of monthly salary or §23
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Pension Liabilities, Pension Expense, and Deferred Ouiflows of Resources and Deferred Inflows of
Resources Related to Pensions

At December 31, 2020, the Emplover reported a liability of $639.209 for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30. 2020, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of that date. The
Emplover's proportion of the net pension liability was based on the Employer's share of covered pavroll in
the Main System pension plan relative to the covered payrol] of all participating Main System emplovers,
At June 30, 2020, the Emplover's proportion was (.020318 percent, which was an increase of (L003548
percent from its proportion measured as of June 30, 2019.

For the year December 31, 2020, the Emplover's accrual basis pension expense was $124 833 At December
31. 2020, the Employer reported deferred outflows of resources and deferred inflows of resources related
to pensions from the following sources:

Deferred Outflows of Deferred Inflows of
Resources Resources

Differences between expected and actual experiencs 5 2,488 5 32.389
Changes of assumptions 142 656 36,630
Net difference between projected and actual carmings on
pension plan invesiments 20,630 -
Changes in proportion and differences between Employer
contributions and proportionate share of contributions 47.423 44.054
*Employver contributions subsequent to the measurement date
of July 1, 2020 9,528 -
Total 5 422,725 5 133.093

*39.528 reported as deferred outflows of resources related to pensions resulting from Employer
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ended December 31, 2021.

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

Year ended December 31:

2021 5 B0.196
2022 73,195
2023 56,583
2024 70,130
2025 5
Thereafter .
Total S 280.104
Actuarial Assumption

The total pension liability in the June 30, 2020 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement:




Inflation 2.25%

Salary increases 3.5% 10 17.75% including inflation
Investment rate of return 740, net of investmen! expenses
Cost-of-living adjusiments Noneg

For active members, inactive members and healthy retirees, mortality rates were based on the Sex-distingt
Pub-2010 table for General Employvees, with scaling based on actual experience. Respective corresponding
tables were used for healthy retirees. disabled retirees. and active members. Mortality rates are projected
from 2010 using the MP-2019 scale.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weizhting the expected future real rates of
return by the targetl asset allocation percentage and by adding expected inflation. Best estimates of
arithmetic real rates of return for each major asset class included in the Fund’s target asset allocation are
summarized in the following table:

Asset Class Target Allocation Ly Teom Fxpected Rewl
Rate of Return
Domestic Equity 30% 6.30%
International Equity 21% 6.85%
Private Equity % 0.75%
Domestic Fixed Income 23%% 1.25%
Global Real Estate 19%% 5.01%
Cash Equivalents 0% 0.00%

Disconnt Rate

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

The Single Discount Rate (SDR) is equivalent to applying these two rates to the benefits that are projected
to be paid during the differemt time periods. The SDR reflects (1) the long-term expected rate of return on
pension plan investments (during the period in which the fiduciary net position is projected to be sufficient
to pay benefits) and (2) a tax-exempt municipal bond rate based on an index of 20-vear gencral obligation
bonds with an average AA credit rating as of the measurement date (to the extent that the contributions for
use with the long-term expected rate of return are not met).

For the purpose of this valuation. the expected rate of return on pension plan investments is 7.00%; the
municipal bond rate is 2.45%: and the resulting Single Discount Rate is 4 64%,

Sensitivity of the Employer's Proportionate Share of the Net Pension Liabifity to Changes in the Discount
Rate

The following presents the Emplaver's proportionate share of the net pension liability caleulated using the
discount rate of 4.64 percent. as well as what the Emplover's proportionate share ol the net pension liability
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would be if it were calculated using a discount rate that is |-percentage-point lower (3.64 percent) or 1-
percentage-point higher (3.64 percent) than the current rate:

1% Decrease Current Discount Hate 1% Increase
(3.64%) {4.64%) (5.64%)

Emplover's proportionate
share of the net pension
liablity B249.323 639209 483647

Pension Plan Fiduciary Net Position

Detailed information about the pension plan's liduciary net position is available in the separately issued
NDPERS financial report.

Payables to the Pension Plan

As of December 31, 2020, the city had no accrued liability for wages attributable to the fiscal year ended
December 31, 2020.

INOTE 9 OTHER POST EMPLOYMENT BENEFITS|

Because the City reports its financial statements on the modified cash basis, as described in Note 1, the net
other post employment benefit liability and related deferred inflows and outflows are not required to be
reported in the basic financial statements. The following information is for informational purposas,

Summary of Significant Accounting Policies

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

General Information about the OPEB Plan
North Dakota Public Employees Retirement System

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

NDPERS OFEB plan is a cost-sharing multiple-emplover defined benefit OPEB plan that covers members
receiving retirement benefits from the PERS, the HPRS, and Judges retired under Chapter 27-17 of the
North Dakota Century Code a credit toward their monthly health insurance premium under the state health
plan based upon the member's yvears of credited service. Effective July I, 2013, the credit is also available
to apply towards monthly premiums under the state dental, vision and long-term care plan and any other
health insurance plan. . Effective August 1. 2019 the benefit may be used for any eligible health,
prescription drug plan, dental. vision, or long term care plan premium expense. The Retiree Health
Insurance Credit Fund is advance-tfunded on an actuarially determined basis,

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

lhe emplover contribution for the PERS, the HPRS and the Defined Contribution Plan is set by statute at
|.14% of covered compensation. The employer contribution for employvees of the state board of career and
technical education is 2.99% of covered compensation for a period of eight vears ending October 1, 2015,
Employees participating in the retirement plan as part-time/temporary members are required to contribute
1.14% of their covered compensation to the Retiree Health Insurance Credit Fund. Employees purchasing
previous service creditare also required to make an emplovee contribution to the Fund, The benefit amount
applied each vear is shown as "prefunded credit applied” on the Statement of Changes in Plan Net Position
for the OPLEB trust funds. Beginning January 1, 2020, members first enrolled in the NDPERS Main System
and the Detined Contribution Plan on or after that date will not be eligible to participate in RHIC. Therefore,
RHIC will become for the most part a closed plan. There wers no other benefit changes during the vear.

Retiree health insurance credit benefits and death and disability benefits are set by statute. There are no
provisions or policies with respect 10 automatic and ad hoc post-retirement benefit increases. Employees
who are receiving monthly retirement benefits from the PERS, the HPRS, the Defined Contribution Plan,
the Chapter 27-17 judges or an emplovee receiving disability benefits, or the spouse of a deceased annuitant
receiving a surviving spouse benefit or if the member selected a joint and survivor option are eligible o
receive a credit toward their monthly health insurance premium under the state health plan.

Effective July 1. 20135, the credit is also available 1o apply towards monthly premiums under the state dental,
vision and long-term care plan and any other health insurance plan. Effective August 1, 2019 the benefit
may be used for any eligible health. prescription drug plan, dental, vision, or long term care plan premium
expense. The benefits are equal to 53.00 for each of the emplovee’s, or deceased emplovee's vears of
credited service not to exceed the premium in effect for selected coverage. The retiree health insurance
credit is also available for early retirement with reduced benefits.

OPEER Liabilivies, OPEB Expense, and Deferred Ouiflows of Resources and Deferred Inflows of
Resources Related 1o OPEB

At December 31, 2020, the Emplover reported a liability of $13.357 for its proportionate share of the net
OPEB liability. The net OPEB liability was measured as of June 30. 2020, and the total OPEB liability used
to calculate the net OPEB liability was determined by an actuarial valuation as of that date. The Employer's
proportion of the net OPER hability was based on the Employer's share of covered payroll in the OPEB
plan relative to the covered payroll of all participating OPEB emplovers. At June 30, 2020, the Employet's
proportion was 0.001 3878 percent. which was an increase of 0.000243 percent from its proportion measured
as of June 30, 2019,

For the vear ended December 31. 2020, the Employer’s accrual basis OPEB expense was $1,721. At

December 31, 2020, the Employer reported deferred outflows of resources and deferred inflows of
resources related 1o OPEBR from the fotlowing sources:




Deferred Outflows of Deterred Inflows of

Resources Resources
Diflerences between expected and actual experiences 5 297 s 320
Changes of assumptions 1.791 -
Met difference between projected and actual earnings on
pension plan investments 459 -
Changes in proportion and differences between Emplover
contributions and proportionate share of contributions 876 2,204
*Employer contributions subsequent to the measurement date
of July 1, 2020 1.525 =
Total b 4.948 5 2614

*£1,325 reported as deferred outflows of resources related to OPEB resulting from Employer contributions
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year
ended December 31, 2021

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

Year ended December 31:

2621 5 228
2022 346
2023 325
2024 181
2025 (190}
Thereafter (81)
Total 5 RO9

Actuarial assumptions

The total OPER liahility in the July 1. 2020 actuarial valuation was determined using the following actuarial
assumptions, prﬁ;—:r.i to all periods included in the measurement:

Inflation 2.25%

Salary increases Mot applicable

Investment rate of return 6.50%%, net of investment expenses
Cost-of-living adjustments MNone

For active members, inactive members and healthy retirees, mortality rates were based on the MortalityPub-
2010 Healthy Retiree Mortality table (for General Employees). sex-distinct, with rates multiplied by 103%
for males and 101% for females. Pub-2010 Disabled Retiree Mortality table (for General Employees). sex-
distinct, with rates multiplied by 117% for males and 112% for females. Pub-2010 Employee Mortality
table (for General Employees). sex-distinct, with rates multiplied by 92% for both males and females.
Mortality rates are projected from 2010 using the MP-2019 scale.

The long-term expected investment rate of return assumption for the RHIC fund was determined using a
building-block method in which best-estimate ranges of expected future real rates of return (expected
refurns. net of RHIC investment expense and inflation) are developed for each major asset class. These
ranges are combined to produce the long-term expected rate of return by weighting the expected future real
rates of return by the target asset allocation percentage and by adding expected inflation. Estimates of
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arithmetic real rates of return, for each major asset class included in the RHIC s targzet asset allocation as
of Julv 1, 2020 are summarized in the following table:

Asset Class Target Allocation Lungi:’z}f:ﬂ:iﬁd Rral
Lg Cap Domestic Equities 33% 6.10%%
Sm Cap Domestic Equities 6% T.00%
Domestic Fixed Income 4% 1.15%
International Equitics 21% 6.45%

Disconnt rafe

The discount rate used to measure the total OPLB liability was 6.30%. The projection of cash flows used
to determine the discount rate assumed plan member and statutory/Board approved employver contributions
will be made at rates equal to those based on the July 1. 2018, and July 1, 2017. 1IPRS actuarial valuation
reports. For this purpose, only employer contributions that are intended to fund benefits of current RHIC
members and their beneficiaries are included. Projected emplover contributions that are intended to fund
the service costs of future plan members and their beneficiaries are not included. Based on those
assumptions, the RHIC fiduciary net position was projected to be sufficient to make all projected tuture
benefit payments of current plan members. Therefore, the long-term expected rate of return on RHIC
investments was applied to all periods of projected benefit pavments to determine the total OPEB liability.

Sensitivity of the Emplover's Proportionate Share of the Net OPER Liability fo Changey in the Discount
Rute

The following presents the net OPEDB liability of the Plans as of June 30, 2020, calculated using the discount
rate of 7.25%. as well as what the RHIC net OPLB liability would be if it were calculated using a discount
rate that is T-percentage-point lower (6.25 percent) or 1-percentage-point higher (8.25 percent) than the
current rate;

1% Decrease Current Discount Rate 1% Increase
(5.50%0) {6.50%) {7.50%)

Employer's proportionate
share of the net pension
lubility 17.517 13357 9.838

Pension Plan Fiduciary Net Position

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

Pavables to the Pension Plan

As of December 31, 2020, the City had no acerued payable for wages attributable to the fiscal vear ended
December 31, 2020 )

NOTE 10 COMPENSATED ABSENCES|

The City does not account for compensated absences. The amount of liability cannot be readily ascertained.




NOTE 11 LONG-TERM LIABILITIES]

During the year ended December 31, 2020, the following changes occurred in long-term liabilities of the
city:

Halance Balange Due Within
Ciovernmental Activities 010120 Decreases Increases 12731720 One Year
Special Assessments § 3409397 5 (193680 % 155285 % 3371002 % 177,993
Other Debt - - - - -
I'otal Governmental Activities S 3409397 5 (193.680) S 155285 5 3371002 5§ 177.993
Business-Tvpe Activities
Revenue Bonds S 2187345 % (96.143) % = 5 2091200 % 97.151
Other Deky 29,750 (5.801) - 23,949 3.032
Total Business-Type Activilies $ 2217095 % (101.946) S - 5 XI115149 § 101182

SPECIAL ASSESSMENT BONDS (governmental activities) - The City of Lakota is obligated to the
following special assessment bonds:

Definitive Improvement Warrant, Series 2018

Authorized issue amount of $4,160,000, of which 33,564,682 has been advanced. The warrants are due to
the Bank of North Dakota over twenty years to maturity on June 1, 2038 at an interest rate of 2.0%. Principal
and interest payments of $254.218 are due annually.

$3.371.002

Total special assessment bonds

$3,371.002

REVENUE BONDS (business-tvpe activities) - The city issues bonds where the city pledges income
derived from the operations to pay debt service. The proceeds of the bonds are used to finance various
capital improvement projects. The Refunding Revenue Bonds are special obligations of the city payable
solely from, and secured as to payment of principal and interest by a pledge of the receipts from revenues
of the water, sewer and garbape utility systems.

The City of Lakota is obligated to the following revenue bond issues;

Wastewater Treatment Assessment Warrant, Series 2006

Authorized issue amount is $414,948. The warrants are due to the North Dakota Public Finance Authority
payable over twenty vears at an interest rate of 2.53%. Interest is due semi-annually and principal due
annually.

567.000

Water Revenue Bonds of 98, 95-2
Original issue amount is $327,600, Interest is payable at 3% per annum, pavable semi-annually with
principal due annually over a 40 vear amortization.

315179

Water Revenue Refunding Bonds, Series 2012
Original issue amount is $1.195.000. due in annual installments ranging from $45.000 to $55.000.Interest
is pavable semiannually starting at %1 and increasing to 4.25% over the 25 year amortization period.

$£795.000




Water Treatment Plant Revenue Bonds. Series 2017
Original issue amount is $343.000, due in 40 annual installments of $12.266. Interest is payable annually
al 1.8754%%.

$322,185

Water Revenue Bond of 2018
Original 1ssue amount is $601,000. Interest rate is 3%. Principal and interest payments are due in annual
instaliments of $26.533 over a 40 vear period. scheduled to mature in 2038,

v

g1.836
Total Enterprise Revenue Bonds 52.091.200

Governmental and business-type activities debt service requirements to maturity at December 31, 2020,
are as follows:

Business-Tvpe

Giovernmental Activities Activities

Year FEnding Special Assessment Revenue onds
December 31 Principal Interest Principal Interest
2021 % 177.993 % Th225 S 97,151 8 39,743
2022 181,353 T2 665 Q7889 57422
2023 183184 (9034 103,635 35.081
2024 1RE BER (3,330 Y9 4k0 52.608
225 192 6635 61,333 7725 43,113
2026 - 2030 F.022.69] 248,398 A0, 061 208,406
2031 - 2035 1.129.134 141,956 432,775 141.635
2036 - 2040 33135 29.519 244,659 73858
2041 - 2045 = - 125,116 33444
2046 - 2030 - - 139440 39.120
2051 - 2055 - - 135423 23,135
2056 - 2060 - - 109,309 5,989

Total 5 JRI243 8 Thh6R0 0§ 2,091,200 § B20.553




NOTE 12 OTHER DEBT PAYABLE|

Ihe City of [akota is obligated to several other debt obligations as itemized below:
Business Type Activities:

Tri-County Water District — May 6, 2008 the City entered into an agreement with the Tri-County Water
District for a temporary sale and purchase of water. The amount financed was $54.125 payable over 19
yvears. The base interest rate is 3.00% and is fixed over the |9 vear amortization period. Annual lease
payments are fixed at $3.750.

$23,949
Total Other Debt $23.949

Future principal and interest requirements on other debt are as follows;

Business-Type

Activities
Year Ending Orther Dett
December 31 Principal Interest
2021 $ 3032 8 TIR
2022 3122 621
2023 3.216 534
2024 3313 437
2025 3,412 338
2026 - 2030 7.855 366
Total b 23949 S 3.014

NOTE 13 RISK MANAGEMENT]

The City of Lakota is exposed to various risks of loss related to torts; theft of. damage to. and destruction
of assets: errors and omissions: injuries to emplovees: and natural disasters. In 1986, state agencies and
political subdivisions joined together to form the North Dakota Insurance Reserve Fund (NDIRF), a public
entity risk pool currently operating as a commaon risk management and insurance program for the state and
over 2,000 political subdivisions. The City pays an annual premium to NDIRF for its general liability, auto.
and inland marine insurance coverage. The coverage by WDIRF is limited to losses of one million dollars
per occurrence. The City of Lakota also participates in the North Dakota Fire and Tomado Fund and the
State Bonding Fund. The City of Lakota pays an annual premium to the Fire and Tornado Fund to cover
property damage to buildings and personal property. Replacement cost coverage is provided by estimating
replacement cost in consultation with the Fire and Tormmado Fund. The Fire and Tornado Fund is reinsured
by a third party insurance carrier for losses in excess of one million dollars per occurrence during a 12-
month period. The State Bonding fund currently provides the City of Lakota with blanket fidelity bond
coverage in the amount of $1,000.000 for its employees. The State Bonding Fund does not currently charge
any premium for this coverage.

The City of Lakota also participates in the North Dakota Worker's Compensation Bureau. Settled claims
resulting from these risks have not exceeded insurance coverage in any of the past three fiscal vears.

INOTE14 _ PROPERTY TAXES




The county treasurer acts as an agent to collect property taxes levied in the county for all 1axing authoritics.
Any material tax collections are distributed afier the end of each month.

Property taxes are levied as of January |. The property taxes attach as an enforceable lien on property on
January 1 and may be paid in two instaliments. The first installment includes one-half of the real estate
taxes and all the special assessments and 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 5% discount on
property laxes is allowed it 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 discount on the property taxes.

NOTE 15 TAX ABATEMENTS|

Nelson County and certain political subdivisions within the county can negotiate property tax abatement
agreements with the individuals and various businesses. Nelson County has the following tvpes of tax
abatement and tax exemption agreements with various individuals and commercial entities at December
31, 2020.

New or Expanding Business Exemption under NDOC Ch. 40-57.1, provides property tax abatements
by assisting in establishing industrial plants, expanding, and retaining existing businesses, A property tax
exemption allows for the property to be excluded for up to five years. The property must have prior
certification as a primary sector business by the ND Commerce Department. A partial or complete
exemption from ad valorem taxation under this section for retail sector projects may receive a partial or
complete exemption from the governing body of the ¢ity or county,

Public Charity Exemption: Public charities are eligible for property tax exemption if they meet siate
requirements at NDCC-57-02-08 (8). All buildings belonging to institutions of public charity, including
public hospitals and nursing homes licensed pursuant Lo section 23-16-01 under the control of religious
or charitable institutions. used wholly or in part for public charity. together with the land actually occupied
by such institutions not leased or otherwise used with a view to profit. The exemption provided by this
subsection includes any dormitory. dwelling, or residential-type structure, together with necessary land
on which such structure is located, owned by a religious or charitable organization recognized as tax
exempt under section 501(cK3) ot the United States Intemal Revenue Code which is occupied by
members of said organization who are subject to a religious vow of poverty and devote and donate
substantiallv all of their time to the religious or charitable activities of the owner.

Property Tax Exemption of Improvements to Buildings: Improvements to commercial and residential
buildings and structures as defined in NDCC 57-02.2-03 may be exempt from assessment and taxation
for up to live years from the date of commencement of making the improvements. if the exemption is
approved by the governing body of the city, for property within city limits, or the governing body of the
county. for property outside citv limits.

FProperty Tax Exemption for Builders of Certain New Single-Family Residential Properties.
N.DUC.C. § 57-02-08(35) provides a discretionary exemption for certain new single-family residential
properties from property taxes for the taxable year in which construction began and the next two taxable
years. if the property remains owned and occupied for the first time, and other conditions are met. Up to
one hundred fifty thousand dollars of the true and full value of all new single-family and condominium
and townhouse residential property. exclusive of the land on which it is situated is eligible for
consideration.

Various businesses and individuals located in Nelson County have received property tax abatements and/or
exemptions under the above programs. The value of these abatements and exemptions are currently not
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calculated by the county. so the resulting reduction to the City’s property tax revenues could not be
determined.

INOTE 16 TRANSFERS|

The operating transfers were as follows:

Fund In Ot
General § 48165 £ (56.910)
Highway Fund 48,800 -
Community Building Fund 41.434 -
Library Fund 20.873 -
Sales Tax Fund 2 (95.875)
Swimming Pool Fund 35863 -
Adrport Authority Fund 3,924 -
City Share of Specials - (11,563)
Electric Fund 3443 (68,304
Water 36,041 (30.325)
Sewer 12,227 -
Golf Course Fund 12,206 -

£ 262976 S (262,976)

Transfers were made for cash management, fixed asset management needs, and debt service requirements.

INOTE 17 CONSTRUCTION COMMITMENTS

The City began a street improvement project during 2017, As of December 31. 2020, the City had the
following contingencies remaining for the project:

Total Projected Cost 54,160,000
Cosis Incurred to Date £3.776.894)

Contingencies Remaining $ 383,106
Percent Complete 00.8%

Any remaining contingencies will be paid in 2021 with proceeds remaining from bond issues.

NOTE 18 DEFICIT FUND BALANCEH

The fund balance in the Debt Service Fund was ($68.611) at December 31, 2020. The cause of the deficit
is a timing difference between debt service obligations and tax receipts. The deficit fund balance is expected
to relieved from future tax revenues.

The fund balance in the Street Fund was ($10.793) at December 31, 2020. The cause of the deficit is a
timing difference between street improvement costs and debt service reimbursements. The deficit fund
balance is expected to relieved from [uture debt proceeds.

The fund balance in the Pool and Park Fund was {($75.349) at December 3 1. 2020, The cause of the deficit
is a timing ditference between pool improvement costs and grant reimbursements. The deficit fund balance
is expected to relieved from future grant proceeds,

The fund balance in the Airport Fund was ($91.744) at December 31. 2020. The cause of the deficit is a
timing difference between airport improvement costs and grant reimbursements. The deficit fund balance
is expected to relieved from future grant proceeds.
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NOTE 20  SUBSEQUENT EVENTS

No significant events oceurred subsequent to the City’s year end. Subsequent events have been evaluated
through June 30, 2021




SUPPLEMENTARY INFORMATION




CITY OF LAKOTA, NORTH DAKOTA
Budget Comparison Schedule — Madified Cash Basis
General Fund
December 31, 2020

Leeneral Fund

Omnginat &
Finat
Budget Actual Vanance

Receipts:
Taxes 5 105506 % IH7.580 % 2083
Licenses & Permits 10,760 10,599 1349
Intergovernmental Sources Fh.804 40,513 (7271
Earnings on Investments LR 1.138 53R
Sule of Property 2044} - 12,0001}
Dther Sources 1,0 16.624 15,624
Total Receipts 176.670 I85.784 9,014
Disbursemenis:
General Government 112.628 116623 (3.995)
Public Satets 2782 274912 (923
Public Service 6606 17557 {10951}
Capital Outlay 300 4R. 165 (47.863)
T'otal Disbursements 147.354 210,257 (62.903)
Excess Receipts over

{under) Disbursements 306 (24.473) (53.789)
Interfund Transfers In 148,224 7o 414 (T1.810)
Interfund Transfers (Out) {E77.5407% (85,159 G1381
Net change in Fund Balances % - % {23217 & (33.217)
Fund Balance - January 1 TE.6RT 75,687
Fund Balance - December 31 b TI6ET7 % 42470

The accompanying notes are an integral part of these financial staterments.
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CITY OF LAKOTA,. NORTH DAKOTA
Budget Comparison Schedule — Modified Cash Basis
Special Street Fund
December 31, 2020

Special Street Fund
Crriginal &
Final
Budget Actual Varance

Receipts:
laxes 5 B.10% % 3067 8 (5.041)
Intergovermmental Sources 5200 46,891 (5.10%)
Other Sources 11,200 17.334 6134
Total Receipts 71308 67293 14,015)
isbursements:
Public Service 120 988 118.793 11,195
Capital Outlay < 163.379 (163.379)
Total Disbursements 129988 282172 (152,184)
FExcess Receipts over

{undery Disbursements {38.680) (214.880) (156,200}
Bond Proceeds - 155,285 155,283
Interfund Transfers In 58680 48 B0 (98B0}
MNet change in Fund Balances 5 - 5 (10.795) % (10,795)
Fund Balance - January 1 . i
Fund Balance - December 31 5 - 5 (10.795)

The accompanying notes are an integral part of these financial statements.
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CITY OF LAKOTA, NORTH DAKOTA
Budget Comparison Schedule — Modified Cash Basis
Sales & Lodging Tax Funds
December 31, 2020

Sales & Lodeing Tax Funds

Original &
Final
Budget Actual Varianoe

Keceipts:
Taxes 4 TRADM % D49%8 S 16,588
Famings on Investments 2.1 668 1]
Miscellancous 150 - {150}
Total Revenucs 81,250 G8.656 17,406
Mishursements:
Economic Development T74T8 47811 29.667
Capital Chutlay - 7.251 {7,251}
Total [ishbursements 77478 55.061 22417
Excess Receipts over

(under) Disbursements 32 15,593 39,823
Fund Balance - January 1 554,151 554,151
Fund Balance - December 31 5 357923 % 301.871

The accompanying notes are an integral part of these financial statements.
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CITY OF LAKOTA, NORTH DAKOTA
Budget Comparison Schedule — Modified Cash Basis
Airport Authority Funds
December 31, 2020

Original &

Final

Budget Actual Variance
Heceipis:
Tanes b 700 % 6,950 § { Lislhy
License and Permiis 00 300 -
Charpes for Services 574 574
(ther Local Sources 8040 5.968 {2.073)
Crant Revenue 237,500 211.200 (26.301)
Total Revenues 253,150 225,190 {27 960)
Disbursements:
Public Service 15,350 18,453 {3.103)
Capital Outlay 250K} 302,403 {52.405)
Total Dishursements 265350 320,858 {55,508
Execss Keeeipts over

{under) Dizsbursements (12 204}) (95 668 (R3,468)

Interfund Transfers In 12,200 3924 (B.276)
Net change in Fund Balances b - 5 (91.744) $ (91,744}
Fund Balance - January 1 . -
Fund Balance - December 31 5 - 5 (91.744)

The accompanving notes are an integral part of these financial statements.
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CITY OF LAKOTA, NORTH DAKOTA
Schedule of Employer’s Share of Net Pension Liability
NI} Public Employees Retirement System
Last 10 Fiscal Years®

Employer's Proportionate
Share O the Net Pension

Plan Fiduciary

Employeer's Proportion Employeer's Proportionate Emplover's Liahility { Asset) as a Net Position As a
Year Ended Of the Net Pension Share OF the Net Pension Covered Y of its covered-employee Ya of the Total
December 3 Liability { Asset) Liability { Asset) Employee Payroll Fayroll Pension Liability
204 N.011978% 6,027 100,897 75.4% T7.70
205 (L2 3667 o037 210,845 T6.3%, T7.15%
206 (LM RTEA™, [83.078 [ Bu. 304 U T A6t
27 (L2051 323,893 205,708 157.5% al.thE
2018 (LO22658" IR23TR 232,770 16d.3% G280,
2y (L BT, 196,557 | 74441 112.7%% 166"
2020 CLO203 18" ni0. 200 224,127 2R5. 2% 489y

*Complete data for this schedule is not available prior to 2014,

Amounts presented for each fiscal year have a measurement date of the previous liscal year end.

The accompany ing notes are an infegral part of these financial statements,
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CITY OF LAKOTA, NORTH DAKOTA
Schedule of Employer Contributions NDPERS
ND Public Employees Retirement System
Last 10 Fiscal Years*

Contributions

Contributions in Relation Contribution as a % of

Year Ended Statutorily to the Statutorily Required Deficency Employer's Covered Covered Employee
December 31 Required Contribution Contribution { Excess) Fmployee Payroll Payroll

2004 7.184 7,184 0 [ 00,897 7.12%

2015 16,015 15,641 374 210,845 T42%

2016 13,706 13,708 (2) 89309 7.24%,

2017 14,916 15,823 (907) 205,708 T.64%,

2018 17,144 13,245 3,899 232,770 5.69%

2019 12,700 18,669 i5.909) 174,441 10,700

2020 |5.871 13,939 1,932 224127 6.22%

*Complete data for this schedule is not available prior o 2014,

Amounts presented for each fiscal year have a measurement date of the previous fiscal year end.

The accompanying notes are an integral part of these financial statements,
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CITY OF LAKOTA, NORTH DAKOTA
Schedule of Employer’s Share of Net OPEB Liability
NI Public Employees Retirement System
Last 10 Fiscal Years*

Emplover's Proportionate
Share OF the Net Pension

Plan Fiduciary

Emploveer's Proportion Employeer's Proportionate Employver's Liability ( Asset) as a Mvet Position As a
Year Ended Of the Net Pension Share OF the Net Pension Covered % of its covered-emplovee %o of the Total
December 31 Liability { Asset) Liahility {Asset) Employee Payroll Payroll Pension Liability
27 .00 5% 15,041 205,708 T.3% 5978
2018 0.021273% 16,754 232,770 T.2% o] By
2019 0.015633% 12,5356 [ 74,441 7:2% 03, 13%
2020 0.015878% 13,357 [ 80, Qs T4% 6338,

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

Amounts presented for each fiscal vear have a measurement date of the previous fiscal yvear end,

The accompanying notes are an integral part of these financial statements.
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CITY OF LAKOTA, NORTH DAKOTA
Schedule of Employer Contributions OPEB
NI Public Employees Retirement System
Last 10 Fiscal Years®

Contributions
Contributions in Relation Contribution as a % of

Year Ended Statutorily to the Statutorily Required Deficency FEmployer's Covered Covered Employee
December 31 Required Contribution Contribution (Excess) Employee Payroll Payroll

017 2391 2,533 (142) 205,708 1.23%

2018 2,730 2121 o0y 232,770 0.91%,

2019 2,029 2989 {961} 174,441 1.71%

2020 2,126 e i 15) 1 50,9494 1.18%

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

Amounts presented for cach fiscal year have a measurement date ol the previous liscal vear end.

The accompanying notes are an integral part of these Tinancial statements,
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CITY OF LAKOTA, NORTH DAKOTA
Schedule of Fund Activity — Modified Cash Basis
December 31. 2020

aher
Halance T msfers Financing Transters Balame

Laovernmental Funds 1101320 Receipts In Saouroas (RT] I Mshursements 3™
Maapoa ks

Cieneral 5 AT 5 b1 8163 % 5 56910 § {(210257) & 42470

Special Street LY 155,285 - AR 1T 10,795

Sales & g Tax 554 151 - - 195 873 I55.061) 511 870

Parka & Pool Fumd Forsd T 35,863 - + {420025) (TF349)

Arport Awghorty Fumnd - ERVES | = (320 R58) 130,74

Dbt Service | 1. 535) 111.5363) 127781 [ 210 N
Total Major Funds 5 521X % 1285115 & 130,753 % 135285 § (1643470 & [L.366,190) S T B4
Bonammor Finds

Commamrty Center 5 3 5 11434 5 5 5 Glall § 7040

Library Fund 20ETH 35.979) 16,063

Cemetery Fund - {14, CHOY AT.120

Emergency Fund - (268 42102

Economac Development Fum ] - GR35
Toval Mon-oapor Fands 5 111,128 S T1.433 § 62306 % - 5 5 (131.859) § 113020
Total Governmental Funds _ § (31386 % 1286569 § 199,059 5 IS52RS § (164347 & LG9R049) % 410871
Enterprise Funds
Major Funds

Ebecing Fund 5 1, 7535641 8 125207 § Jaaz % S 8 1S (B24919) § X 1a%43]

Winter Fumd 1167 818 35113 In041 (415 { E (2T8.8535) 1128271

Sewer Fund 1101417 EEEILE] 12,227 22002 3 (122 43%) 1,108 170
Fetal Major Funds 5 408875 § 1692148 & 51,711 S 11,975 % (9629 5 (122630 5§ 4ARSETY
Ner-major Funds

Garbage Fund L3 25y § 104 381§ - 8 - & - % (12065} 5 24859

Golf Fumd 2231432 T4 383 12 20 7 5 [93.554) 216472
Tomal Mon-major Funds ) AT ORI 5 ITR T & 12206 5 - 5 (195 619} 241341
Total Emterprise Funds 5 4. 3HL859  § 1LATLSI2 § 63917 8 11,942 5§ (98629} § (1421818 § 4, TIT 213
Total Reparting Eatity 5 4,933,213 3§ 3187481 & 262976 % 167.266 § (262976} § (XII98&8TT) § 5,138,085

The accompanying notes arc an integral part of these financial statements.
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CITY OF LAKOTA, NORTH DAKOTA
Notes to the Supplementary Information
December 31, 2020

NOTE 1 BUDGETS|

I'he City follows these procedures in establishing the budgetary data reflected in the financial statement:

a) The final budget must be adopted on or betore October 7. and must be filed with the
County Auditor by October 10. The budzet may be amended during the vear. except no
amendment changing the taxes levied can be made after October 10.

b) The City Council approves total budget appropriations only. Therefore, the level of
budgetary responsibility is by total appropriations: however, for report purposes, this
level has been expanded 10 a functional basis (General Government., Public Safety, etc.)

¢) The budget amounts shown in the financial statements are the final authorized
amounts,

The city does not prepare budgets for special assessment debt service funds, Assessments are certified to
the county for collection. The city also has some non-major special revenue funds that do not have a tax
levy and very minimal expenditures that are not budgeted. Management therefore does not prepare budget
to actual comparisons for either the debt service or non-major special revenue fund groups.

The city auditor prepares a preliminary budget for the general and some of the special revenue funds on the
cash basis of accounting. Because not all special revenue funds are budgeted, a budget to actual comparison
of non-major special revenue tunds is not done. The preliminary budget includes proposed expenditures
and the means of financing them. The governing body reviews the preliminary budget, may make revisions
and approve it on or before September 10. On or before October 7, a public hearing is held for taxpayers to
discuss any budgeted items.

The governing body reviews the preliminary budget at the hearing, and may make revisions that do not
increase the total budget and prepares the final budget. The governing board adopts an ordinance approving
the tax levy requested in the final budget. The final budget is sent to the county auditor by October 10, No
expenditure shall be made or liability incurred in excess of the appropriation, except for transfers as
authorized by North Dakota Century Code Section 40-40-21. The budget may be amended during the year
for any revenues and appropriations not anticipated at the time the budget was prepared. except no
amendment changing the taxes levied can be made after October 10. Al yvear-end, the balance of each
appropriation becomes a part of the unappropriated fund balance. except for a special appropriation that
does not lapse until the work is completed.

Budgets are prepared on the cash basis of accounting which does not differ significantly from the
medified cash method used for financial reporting.
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The following fund’s expenditures exceeded budgeted amounts tor the year ended December 31, 2020

Budget Axtual Y ariance
Cieneral I'und |47.554 210257 (62.003)
Special Street Fund 129988 282172 {132,184}
Community Cenler 441 &1.611 (17510}
Library 2R8.767 55979 (27212}
Fool 24 838 420,025 (393187}
Cemetery 34615 1400k (10.385)
Adrport 2635350 320458 [55.508)
Debt Service TO.T15 277.817 198102

Mo corrective action by the governing board is planned.

INOTE 2 PENSION PLAN|

Changes of benefit terms.

The interest rate earned on member contributions will decrease from 7.00 percent to 6.50 percent effective
January 1, 20210 (based on the adopted decrease in the investment retum assumption). New Main System
members who are hired on or after January 1, 2020 will have a benefit multiplier of 1.75 percent (compared
to the current benefit multiplier of 2,00 percent). The fixed employer comribution for new members of the
Main System will increase from 7.12 percent to 8.26 percent. For members who terminate after December
31, 2015, final average salary is the higher of the final average salary calculated on December 31, 2019 or
the average salary earned in the three highest periods of twelve consecutive months employed during the
last 180 months of employment. There have been no other changes in plan provisions since the previous
actuarial valuation as of July 1. 2019,

Changes of assumptions.
The Board approved the following changes to the actuarial assumptions beginning with the July 1, 2019
valuation;
*  The investment return assumption was lowered from 7.5% to 7.0%
# The assumed rate of price inflation was lowered lrom 2.5 1o 2,25
percent tor the July 1. 2020 valuation
¢ The assumned rate of total payroll growth was updated for the July 1,
2020 valuation
»  Mortality table updates were made for the July 1. 2020 valuation

All other actuarial assumptions and the actuarial cost method are unchanged from the last actuarial valuation
as of July 1, 2019,

INOTE 3 OTHER POST EMPLOYMENT BENEFITS)|

Changes of Benefit Termys

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

Changes of Assumptions

The Board approved the following changes to the actuarial assumptions beginning with the July
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l. 2019 valuation:
= The investment return assumption was lowered from 7.50% to 7.25%

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

INDEPENDENT AUDITOR'S ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STAEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

To the City Council
City of Lakota. 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-ty pe activities. the agpregate discretely presented component units. each major fund.
and the aggregate remaining fund information of City of Lakota, North Dakota, as of and for the vear ended
December 31, 2020, and the related notes to the financial statements, which collectively comprise City of

Lakota, North Daketa’s basic financial statements and have issued our report thereon dated February 15,
2

Internal Control over Financial Reporting

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

Our consideration of internal control was for the limited purpose described in the preceding paragraph 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 identified certain deficiencies in internal control that we consider to be a material weakness and a
significant deficiency.

A deficiency in internal control exists when the design or operation of a control does not allow management
ot emplayecs. in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A marerial 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 finding
2020- 1. described in the accompanying schedule of findings and questioned costs. to be a material weakness.

PARK RIVER LANGDON

1203 Park Street East
P.C. BOX 247
Park River, ND 58270 Lan
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal control hat is less severe
than a material weakness, vet important enough to merit attention by those charged with governance. We
consider finding 2020-2, described in the accompanyving schedule of findings and questioned costs, to be a
significant deficiency.

Compliance and Other Matters

Az part of obtaining reasonable assurance about whether the City of Lakota, North Dakota’s financial
slatements 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 Lakota, North Dakota’s Response to Findings

City of Lakota, North Dakota's response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. City of Lakota, North Dakota’s response was not
subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we
express ne opinion on it

Purpose of this Report

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

@émﬂj ‘/?erﬂ / /gﬁ/)

Hurti, Mortenson & Rygh
Certified Public Accountants
Park River, North Dakota

February 15, 2022




CITY OF LAKOTA, NORTH DAKOTA
SCHEDULE OF FINDINGS AND RESPONSES
December 31, 2020

FINDINGS RELATED TO INTERNAL CONTROL OVER FINANCIAL REPORTING:

2020-1 Segregation of Duties

Condition:
The City of Lakota. North Dakota. has one bookkeeper responsible for most accounting functions and
general ledger maintenance.

Effect:
Without adequate fraud risk programs and controls. the City of Lakota exposes itself to risk of loss of assets.
potential liabilities, and damage to reputation, whether due to ertor or fraud,

Cause;

There is no segregation of duties, as one employee is responsible to collect monies. deposit monies, issue
checks, send checks to vendors, record receipts and disbursement journals, maintain the general ledger, and
prepare financial statements. This increases the risk of misstatements to the City of Lakota’s financial
condition.

Criteria:

The guidance relating to internal control is contained in Internal Control — Integrated Framework. published
by the Commitlee ol Sponsoring Orzanizations of the Treadway Commission (COS0). This framework
includes discussions about the importance of adequate risk assessment, code of conduct, and background
investigations. Proper intemnal accounting control dictates that sufficient accounting personnel should exist
so that incompatible duties of employees are properly segregated. The segregation of duties would provide
better control over the assets of the City of Lakota

Recommendation:

If at any time, it becomes economically feasible and appropriate to add sufficient staff to segregate duties,
we recommend that the City Of Lakota do so. We further recommend that the entity implement any controls
possible to separate the functions of approval of posting of transactions. reconciliation of accounts. and
custody of assets among existing staff. In addition, the governing board’s oversight role becomes more
important.  The goverming board should diligently review financial reports and request additional
information for any items that may appear unusual before disbursements and financial reports are approved.

Client Response:

Management agrees with the recommendation. A member of the board does approve and sign all checks
from all bank accounts before release. The financial statements are also reviewed by the governing board.




2020-2 Financial Statement Preparation

Condition:
Mortenson & Rygh assist the City’s management in preparing financial statements and disclosures that are
presented in secordance with the modified cash basis of aceounting.

Effect:
Without the assistance of the auditors, the linancial statements could be misstated or omit material linancial
statement disclosures,

Cause;
The City’s internal control system is not desizned 1o provide for the preparation of the financial statements
and accompanying notes to the financial statements.

Criteria:
As @ matter of internal control, management should be responsible and capable of preparing financial
statements in conformity with generally accepted account principles.

Recommendation:

We recommend that management be aware of this condition and be prepared and able to provide all
necessary information and schedules to complete the financial statements and disclosures. We further
recommend that a responsible official review a current appropriate disclosure checklist or other guidance
to ensure the financial statements contain all necessary disclosures.

Client Response:

The City Council is aware of this condition. and will consider the risks and costs associated with the
financial statement preparation. The City will continue to request that Mortenson & Rygh assist with
preparation of financial statements.
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