JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
BEULAH, NORTH DAKOTA
AUDITED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2021



TABLE OF CONTENTS

Page

INDEPENDENT AUDITOR'S REPORT 1
BASIC FINANCIAL STATEMENTS

Statement of Net Position - Modified Cash Basis 4

Statement of Revenues, Expense and Changes in Net Position - Modified Cash Basis 5
Statement of Cash Flows - Modified Cash Basis 6
Notes to the Financial Statements 7
INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 15

Schedule of Findings and Responses 17



BradyMartz

INDEPENDENT AUDITOR’S REPORT

To the Job Development Board
Job Development Authority
Beulah, North Dakota

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying modified cash basis financial statements of the Job
Development Authority, a component of the City of Beulah, North Dakota, as of and for the year
ended December 31, 2021, and the related notes to the financial statements, which collectively
comprise the Job Development Authority’s basic financial statements as listed in the table of
contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
modified cash basis financial position of Job Development Authority as of December 31, 2021, and
the respective changes in modified cash basis financial position, and, cash flows thereof for the
year then ended in accordance with the modified cash basis of accounting as described in Note 2.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the Job
Development Authority and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinions.

Basis of Accounting
We draw attention to Note 2 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. Our
opinion is not modified with respect to this matter.
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Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the modified cash basis of accounting described in Note 2, and for determining that
the modified cash basis of accounting is an acceptable basis for the preparation of the financial
statements in these 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.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
generally accepted auditing standards and Government Auditing Standards will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they
would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Job Development Authority’s internal control.
Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Job Development Authority’s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Make Every Day Count |



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 31,
2022, on our consideration of the Authority’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is solely to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the Authority’s internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Authority's internal controls over financial
reporting and compliance.

Torudl, Mart5

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

May 31, 2022
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JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
STATEMENT OF NET POSITION - MODIFIED CASH BASIS
DECEMBER 31, 2021

ASSETS
Current assets:

Cash and cash equivalents $ 294,014
Non-current assets:

Capital assets, net of accumulated depreciation 1,212,309
Total assets 1,506,323
LIABILITIES
Current liabilities:

Interest buydown payable 14,038

Current portion of long-term debt 99,578

Total 113,616

Non-current liabilities:

Interest buydown payable 72,852
Non-current portion of long-term debt 324,018
Total 396,870
Total liabilities 510,486
NET POSITION
Net investment in capital assets 788,713
Unrestricted 207,124
Total net position $ 995,837

See Notes to the Financial Statements
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JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION - MODIFIED
CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2021

Operating revenues:

Charges for services $ 121,426
Property taxes 38,946
Miscellaneous 1,114

Total operating revenue 161,486

Operating expenses:

Contracts and projects 14,435
Maintenance and supplies 16,152
Depreciation 20,570
Utilities 10,539
Grants 2,490
Real estate taxes 4,740
Insurance 1,525
Buydown 8,590
Miscellaneous 14,916
Total expenses 93,957
Operating income 67,529
Nonoperating revenues (expenses):
Investment earnings 65
Loss on sale of comfort station (136,209)
Interest on long-term debt (14,390)
Total nonoperating revenues (expenses) (150,534)
Change in net position (83,005)
Net position - beginning, as originally stated 1,078,842
Net position - ending $ 995,837

See Notes to the Financial Statements
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JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
STATEMENT OF CASH FLOWS - MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2021

Cash flows from operating activities:

Receipts from customers $ 110,147
Receipts from taxes 38,946
Payments to suppliers (73,387)

Cash provided (used) by operating activities 75,706

Cash flows from investing activities
Interest income 65

Cash flows from capital and related financing activities

Purchase of capital assets (128,585)
Payments on long-term debt (46,519)
Proceeds from issuance of long-term debt 139,561
Interest paid (14,390)
Cash provided (used) by capital and related financing activities (49,933)
Change in cash and cash equivalents 25,838
Cash and cash equivalents, beginning of period 268,176
Cash and cash equivalents, end of period $ 294,014

Reconciliation of operating income to net cash provided (used)
by operating activities:
Operating income (loss) $ 67,529
Adjustments to reconcile operating gain (loss) to net cash
provided (used) by operating activities:

Depreciation 20,570
Effects on operating cash flows due to changes in:

Buydown payable (12,393)

Total adjustments 8,177

Net cash provided (used) by operating activities $ 75,706

See Notes to the Financial Statements

-6 -



JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE1 DESCRIPTION OF THE JOB DEVELOPMENT AUTHORITY (COMPONENT UNIT)

The City of Beulah operates under a city council form of government. The Job Development Board
of Directors is appointed by the City Council. The Job Development Authority is accounted for as a
special purpose government engaged in a business-type activity.

As discussed in Note 2, these financial statements are presented on a modified cash basis of
accounting. This modified basis of accounting differs from accounting principles generally accepted
in the United States of America (U.S. GAAP). Generally accepted accounting principles include all
relevant Governmental Accounting Standards Board (GASB) pronouncements. The Job
Development Authority's significant accounting policies are as described below in Note 2.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The Job Development Authority’s basic financial statements consist of the statement of net position,
statement of revenues, expenses and changes in net position, and statement of cash flows.

Financial Reporting Entity

Component units are legally separate organizations for which a government is financially
accountable. The Job Development Authority is included as a component unitin a separate report
of the City of Beulah (the primary government) because of the significance of the operational and
financial relationship with the City.

The Government Accounting Standards Board has set forth criteria to be considered in determining
financial accountability. This criterion includes appointing a voting majority of an organization’s
governing body and (1) the ability of the government 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 government. Component units may also include organizations that are fiscally
dependent on the government.

The members of the governing board of the Job Development Authority are appointed by the City
Council. Although the City does not have the authority to approve or modify the Job Development
Authority’s operational and capital budgets, the tax rates established by the Job Development
Authority and bonded debt must be approved by the City Council.

Based on the above criteria, the Job Development Authority has no component units included in its
report.



JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2021

Fund Accounting

The Job Development Authority uses fund accounting to report on its financial position and the
results of its operations. The activities of the various funds are accounted for with a separate set of
self-balancing accounts that comprise its assets, liabilities, net position, revenues and expenses.
Fund accounting is designed to demonstrate legal compliance and to aid financial management by
segregating transactions related to certain functions and activities.

The following fund type is used by the Job Development Authority:

Proprietary Fund Type: The Proprietary Funds measurement focus is upon determination of net
income, financial position, and changes in financial position. These funds are used to account for
activities that are similar to those found in the private sector. They are maintained on the modified
cash basis of accounting. The following is the Job Development Authority’s Proprietary Fund type:

Enterprise Funds: account for operations (a) that are financed and operated in a manner similar to
private business enterprises — where the intent of the governing body is that the costs of providing
goods or services to the general public on a continuing basis by financing or recovered primarily
through user chargers; or (b) where the governing body has decided that periodic determination of
revenue earned, expenses incurred, and/or net income is appropriate for capital maintenance,
public policy, management control, accountability, or other purposes.

Basis of Accounting

The Authority follows the modified cash basis of accounting. This basis recognizes assets, liabilities,
net position, revenues, and expenditures/expenses when they result from cash transactions with a
provision for capital assets including related depreciation and long term liabilities. 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), deferred outflows, 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), and deferred inflows are not recorded in these financial statements. Under the modified
cash basis of accounting, economic development loans are recorded as expenditures when
advanced and collections on the note receivables are recorded as income when received.

Funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues
of the Authority are charges from services and tax used for the purpose of economic development.
Operating expenses include expenses related to the buildings that are used for economic
development, grants and advertising costs. All revenues and expenses not meeting this definition
are reported as non-operating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the government's policy
to use restricted resources first, and then unrestricted resources as they are needed.
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JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2021

Budget — Legal Compliance

The City Council follows the procedures established by North Dakota law for the budgetary process.
The operating budget includes proposed expenditures and the means of financing them for the
upcoming year, along with estimates for the current year and actual data for the preceding year.
Formal budgetary integration is employed as a management control device during the year.

The governing board reviews the preliminary budget, may make revisions, and approves it on or
before September 10. On or about 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 notincrease the total budget and prepares the final budget. The governing board
adopts an ordinance approving the tax levy requested in the final budget. The final budget must be
filed with the county auditor by October 10.

The budget may be amended during the year for any revenues and appropriations not anticipated at
the time the budget was prepared, except no amendment changing the taxes levied can be made
after October 10.

Except as provided by North Dakota Century Code, the balance of each appropriation becomes a
part of the unappropriated fund balance at year-end.

The Authority prepares its budget and reports it funds on the same basis of accounting.
Cash and Cash Equivalents

The Job Development Authority considers all highly liquid investments purchased with a maturity of
three months or less to be cash equivalents, except for certificates of deposit which are considered
cash equivalents regardless of their term since there is no loss of principal for early withdrawal.

Capital Assets

Property and equipment are carried at historical cost or estimated historical cost if actual historical
cost is not known. Contributed assets are recorded at acquisition fair value on the date received.
Additions, improvements and other capital outlays that significantly extend the useful life of an asset
are capitalized. Costs incurred for repairs and maintenance are expensed as incurred.

Depreciation is provided over the assets' estimated useful lives using the straight-line method of
depreciation. A capitalization threshold of $5,000 is used to report capital assets. The range of
estimated useful lives by type of asset is as follows:

Asset Estimated life
Buildings and improvements 25— 75 years

Long-term Debt
Long-term obligations are reported at face value, net of applicable premiums and discounts.

Premiums and discounts and gains or losses on advance refunding and defeasances are deferred
and amortized over the life of the bonds. Bond issue costs are expensed in the period incurred.

-9-



JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2021

Equity Classifications
Equity is classified as net position and displayed in three components:

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

e Restricted - Consists of net position for which constraints are placed thereon by external
parties, such as lenders, grantors, contributors, laws, regulations and enabling legislation,
including self-imposed legal mandates, less any related liabilities.

e Unrestricted net position - All other net position that do not meet the definitions of "net
investment in capital assets” or “restricted.”

Use of Estimates

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

NOTE3 DEPOSITS

In accordance with North Dakota statutes, the Job Development Authority maintains deposits at
depository banks designated by the governing board. All depositories are members of the Federal
Reserve System.

Deposits must either be deposited with the Bank of North Dakota or in other financial institutions
situated and doing business within the state. Deposits other than with the Bank of North Dakota
must be fully insured or bonded. In lieu of a bond, a financial institution may provide a pledge of
securities equal to 110% of the deposits not covered by insurance or bonds.

Credit Risk:

The Job Development Authority may invest idle funds as authorized by North Dakota statutes, as
follows:

(a) Bonds, treasury bills and notes, or other securities that are a direct 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 agreement to repurchase written by a financial institution in which the
underlying securities for the agreement to repurchase are the type above

(c) Certificates of deposits fully insured by the federal deposit insurance corporation

(d) Obligations of the state

(e) Commercial paper issued by a United States corporation rated in the highest quality
category by at least two nationally recognized rating agencies and matures in two hundred
seventy days or less

-10 -



JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2021

The Job Development Authority has no investments as of the year ended December 31, 2021. All
funds are held in demand checking accounts.

Custodial Credit Risk

Custodial credit risk is the risk that, in the event a financial institution fails, a government is unable
to recover the value of its deposits, investments, or collateralized securities in the possession of the
institution.

The Job Development Authority maintains cash on deposit at various financial institutions. The
amounts on deposit were insured by the FDIC up to $250,000. At December 31, 2021, none of the
Job Development Authority’s deposits were exposed to custodial credit risk, as all deposits were
covered by FDIC coverage.

NOTE4 CONCENTRATIONS OF CREDIT RISK

The Job Development Authority encourages and assists in development of employment within the
City and in this capacity grants credit to business enterprises.

NOTE 5 RELATED PARTY TRANSACTIONS

The Job Development Authority purchases a portion of its services and supplies from various
entities that are controlled by the City Council members. It was not reasonably possible to
determine the dollar amount of these transactions for the fiscal year ended December 31, 2021.

NOTE6 CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2021 was as follows:

Balance Balance
1/1/21 Additions Deletions 12/31/21
Capital asset not being depreciated:
Land $ 10,000 $ - $ - $ 10,000
Construction in progress 191,591 - (191,591) -
201,591 - (191,591) 10,000
Capital assets being depreciated:
Buildings and improvements 1,302,221 320,176 (159,000) 1,463,397
Less accumulated depreciation:
Buildings and improvements 263,309 20,570 (22,791) 261,088
Total capital assets being depreciated, net 1,038,912 299,606 (136,209) 1,202,309
Total capital assets, net $ 1,240,503 $ 299,606 $ (327,800) $ 1,212,309

All of the Authority’s capital assets are leased and held for lease. See Note 10 for more information
regarding the leases of capital assets.
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JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2021

NOTE7 LONG-TERM DEBT
Long-term debt payable at December 31, 2021 consists of the following individual issues:

Loan for renovation of Greystone Hotel dated May 2007 for $111,300,

refinanced in 2017. Payable at a rate of 5.75% interest, in monthly

installments of $787, due June 2027. Secured by separate mortgage

dated September 18, 2006. $ 47,726

Loan for B'Dolce's Bakery dated July 2018. Payable at a rate of 3.5% in

monthly installments of $950, including interest with a final payment of

approximately $67,500 due May 2021. Secured by assignment of

contract for deed dated July 17, 2018. 58,274

Loan for renovation of USDA building dated August 19, 2020. Payable
at a rate of 3.0% in monthly installments of $3,539 until maturity at
August 19, 2030. Secured by USDA building. 317 596

Total Notes Payable $ 423,596

The following is a summary of long-term debt transactions of the Job Development Authority for the
year ended December 31, 2021:

Balance Balance Due Within
1/1/2021 Additions Reductions 12/31/2021 One Year

Notes Payable $ 330,554 $ 139561 $ (46,519) $ 423596 $ 99578

The future expected requirements to amortize long-term debt including interest, are as follows:

Year Ending
December 31 Principal Interest Total
2022 $ 99,578 $ 2,364 $ 101,942
2023 41,945 10,793 52,738
2024 43,435 9,555 52,990
2025 44,983 8,042 53,025
2026 46,591 6,468 53,059
2027-2030 147,064 12,315 159,379

Total $ 423596 $ 49,537 $ 473,133
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JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2021

NOTE8 INTEREST BUYDOWN

The Job Development Authority participates in Flex PACE program of the PACE Fund, which is
administered by the Bank of North Dakota.

The Flex PACE program is designed to provide an interest buy down opportunity to non-PACE
qualifying businesses in which the community determines eligibility and accountability standards.
Flex PACE targets essential community businesses without the job creation requirement. The
maximum amount from the fund in interest buydown may not exceed $500,000 per borrower in any
biennium.

The Job Development Authority has entered into Flex PACE agreements for the community share
of the buydown on the borrower’s loan. As of December 31, 2021, the Authority’s share of future
payments on these loans is as follows:

2022 $ 14,038
2023 13,440
2024 12,759
2025 12,054
2026 10,058
2027 - 2031 24,541
$ 86,890

NOTE9 RISK MANAGEMENT

The Job Development Authority is exposed to various risks of loss related to torts; theft of, damage
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters. In
1986, the state agencies and political subdivisions of the State of North Dakota joined together to
form the North Dakota Insurance Reserve Fund (NDIRF), a public entity risk pool currently
operating as a common risk management and insurance program for the state and over 2,000
political subdivisions. The Job Development Authority is covered under the City of Beulah NDIRF
insurance policies. The City pays an annual premium to NDIRF for its general liability, auto, and
inland marine insurance coverage. The coverage by NDIRF is limited to losses of $2,000,000 per
occurrence.

Settled claims resulting from these risks have not exceeded insurance coverage in any of the past
three years.
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JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2021

NOTE 10 TENANT LEASES

The Job Development Authority leases office space to tenants under non-cancelable operating
leases with terms of one to five years through fiscal year 2025. The following is a schedule by years
of future minimum rental payments to be received under the leases as of December 31, 2021:

2022 $ 87,780
2023 94,380
2024 96,780
2025 80,833
2026 65,684

Total rental receipts of $110,571 is included in statement of revenues, expenses, and changes
in net position for the year ended December 31, 2021.

NOTE 11 NEW ACCOUNTING PRONOUNCEMENTS

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

Management has not yet determined what effect this statement will have on the Authority’s financial
statements.

NOTE 12 SUBSEQUENT EVENTS
No significant events occurred subsequent to the Authority’s year end. Subsequent events have

been evaluated through May 31, 2022, which is the date these financial statements were available
to be issued.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Job Development Board
Job Development Authority
Beulah, North Dakota

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to the financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the modified cash basis financial
statements of the Job Development Authority, a component unit of the City of Beulah, North Dakota,
as of and for the year ended December 31, 2021, and the related notes to the financial statements,
which collectively comprise the Authority's basic financial statements and have issued our report
thereon dated May 31, 2022.

Report on Internal Control Over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. We identified certain deficiencies in internal control,
described in the accompanying schedule of findings and responses as items 2021-001 and 2021-
002 that we consider to be material weaknesses.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the financial statements. 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.

Job Development Authority's Responses to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the Job
Development Authority’s responses to the findings identified in our audit and described in the
accompanying schedule of findings and responses. The Job Development Authority’s responses
were not subjected to the other auditing procedures applied in the audit of the financial statements
and, accordingly, we express no opinion on the responses.

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
Authority'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 Authority's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Boud, Morts-

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

May 31, 2022
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JOB DEVELOPMENT AUTHORITY, A COMPONENT UNIT
OF THE CITY OF BEULAH, NORTH DAKOTA
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2021

2021-001: Material Weakness — Preparation of Financial Statements

Criteria

An appropriate system of internal controls requires that the Authority make a determination that
financial statements and the underlying general ledger accounts are properly stated in compliance
with modified cash basis accounting. This requires the Authority’s personnel to maintain a working
knowledge of current accounting principles and required financial statement disclosures.

Condition

The Authority’s personnel prepare periodic financial information for internal use that meets the
needs of management and the board. However, the Authority currently does not prepare financial
statements, including accompanying note disclosures, as required by the modified cash basis of
accounting. The Authority has elected to have the auditors assist in the preparation of the financial
statements and notes.

Cause
The Authority has elected to not allocate resources for the preparation of the financial statements.

Effect
There is an increased risk of material misstatement to the Authority’s financial statements.

Recommendation

We recommend the Authority consider the additional risk of having the auditors assist in the
preparation of the financial statements and note disclosures and consider preparing them in the
future. As a compensating control the Authority should establish an internal control policy to
document the annual review of the financial statements and schedules and to review a financial
statement disclosure checklist.

Views of Responsible Officials and Planned Corrective Action

The Authority has engaged an outside accounting firm to maintain the journal entries and provide
financial reports, 2020 was the first year that the Authority had engaged the accounting firm. The
engagement of this firm provides an outside third party to review each journal entry and create
financial reports which are reviewed and approved by the Authority’s Board of Directors.

2021-002: Material Weakness — Proposition of Journal Entries

Criteria

The Authority is required to maintain controls at a level where support for general ledger accounts
can be developed and a determination can be made that the general ledger accounts are properly
reflected in accordance with the modified cash basis of accounting.

Condition
During our audit, a material adjustment was posted to properly reflect the financial statements in
accordance with the modified cash basis of accounting.

Cause
The Authority did not record transactions relating to the remodel of its’ building correctly.
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Effect
The Authority’s financial statements were materially misstated prior to the adjustment proposed by

its auditors.

Recommendation
The Authority will need to determine the proper balance in each general ledger account prior to the

audit and ensure all transactions are appropriately recorded.

Views of Responsible Officials and Planned Corrective Action

The Authority has engaged an outside accounting firm to maintain the journal entries and provide
financial reports, 2020 was the first year that the Authority had engaged the accounting firm. The
engagement of this firm provides an outside third party to review each journal entry and create
financial reports which are reviewed and approved by the Authority’s Board of Directors.
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