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Independent Auditor's Report

The Honorable Mayor, City Council and City Auditar
City of Dunseith, North Dakota

Report on the Audit of the Financial Statements
Adverse, Qualified, and Unmodified Opinions and Disclaimer of Opinion

We have audited the accompanying modified cash financial statements of the governmental activities
and each major fund (except as described below for the water and garbage funds), of the City of
Dunseith, North Dakota (“the City”), as of and for the years ended December 31, 2021, 2020, 2019, and
2018 and the related notes to the financial statements, which collectively comprise the City's basic
financial statements as listed in the table of contents. We were engaged to audit the City's Business-
Type Activities, Water Fund, Garbage Fund and Aggregate Remaining Fund Information as of and for the
years ended December 31, 2021, 2020, 2015, and 2018.

Summary of Opinions

Dp:'nfa_.r'J Unit Type of Opinion | Years
Governmental Activities N : | Adverse - . | AliYears ]
| Business-Type Activities - ) Disclaimer B All Years
‘___[}i_s_cite_li Presented Companent Unit Adverse All Years
| General Fund Cualified 2020, 2019,
2018
| General Fund Unmaodified 2021
Street Fund Unmaodified | All Years
Industrial Development Fund Unmaodified All Years
Water Fund Disclaimer All Years
Garbage Fund | Disclaimer | All Years
| Aggregate Remaining Fund Information Disclaimer All Years

Disclaimer of Opinions on Business-type Activities, Water and Garbage funds and Aggregote Remaining
Fund Information — All Years

We do not express an opinion on the business-type activities, water, garbage, and aggregate remaining
fund information. Because of the significance of the matter described in the “Basis for Disclaimer of
Opinion” section of our report, we have not been able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion on the financial statements for the business-type activities, water
and garbage funds and aggregate remaining fund information of the City of Dunseith, as of December
31, 2021, 2020, 2019 and 2018.
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Adverse Opinion on Governmental Activities and Discretely Presented Compaonent Unit — All Years

In our opinion, because of the significance of the matter discussed in the "Basis for Adverse, Qualified
and Unmadified Opinions” section of our report, the accompanying financial statements referred to
above do not present fairly, the financial position of the governmental activities and the discretely
presented component unit of the City of Dunseith, as of December 31, 2021, 2020, 2015 and 2018, or
the changes in financial position for the year then ended in accordance with the maodified cash basis of
accounting.

Qualified Opinions on General Fund — 2020, 2019 and 2018

In our opinion, except for the effects of the matter described in the “Basis for Adverse, Qualified and
Unmodified Opinions” section of our repart, the accompanying financial statements referred to above
present fairly, in all material respects, the financial position of general fund of the City of Dunseith, as of
December 31, 2020, 2019 and 2018, and the changes in financial position thereof for the year then
ended in accordance with the modified cash basis of accounting.

Unmodified Opinion on the 2021 General Fund

In our opinion, the accompanying the financial statements referred to above present fairly, in all
material respects, the respective financial position of the 2021 general fund for City of Dunseith, as of
December 31, 2021, and the respective changes in financial position thereof for the year then ended in
accordance with the modified cash basis of accounting.

Unmodified Opinion on the Street Fund and Industrial Development Fund — All Years

In our opinion, the accompanying the financial statements referred to above present fairly, in all
material respects, the respective financial position of the street fund and industrial development fund
for City of Dunseith, as of December 31, 2021, 2020, 2019 and 2018, and the respective changes in
financial position thereof for the year then ended in accordance with the modified cash basis of
accounting.

Basis for Disclaimer of Opinion

Because of the inadequacy of the accounting records for the proprietary fund receipts, we were unable
to form an opinion regarding the amounts at which these receipts are recorded and the allocation
among the business-type activities, water, garbage and aggregate remaining fund information in the
accompanying statement of net position, statement of changes in net position and statement of cash
flows for the years ending December 31, 2021, 2020, 2019, and 2018, for the business-type activities,
water and garbage fund and aggregate remaining fund information financial statements.




Basis for Adverse, Qualified and Unmedified Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards (Governmental Auditing Stondards), 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 City of
Dunseith 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 adverse, qualified and unmaodified audit opinions.

Maotters Giving Rise to Adverse Opinions on Governmental Activities and Discretely Presented Component
Unit — All Years

As explained in Note 1 to the financial statements, management has not recorded capital assetsin
governmental activities, and accordingly, has not recorded depreciation expense on those assets,
Modified cash basis of accounting requires that those capital assets be capitalized and depreciated,
which would increase the assets, net position and change the expenses of the governmental activities.
The amount by which this departure would affect the assets, net position, and expenses of the
governmental activities has not been determined,

The financial statements do not include financial data for the City of Dunseith’'s legally separate
component unit. The modified cash basis of accounting reguires the financial data for this component
unit to be reported with the financial data of the City of Dunseith’s primary government unless the City
of Dunseith’s also issues financial statements for the financial reporting entity that include the financial
data for its component unit. The City of Dunseith’s has not issued such reporting entity financial
statements. The effects of nat including the City of Dunseith’s legally separate component unit has not
been determined.

Matter Giving Rise to Qualified Opinion on General Fund

We were unable to obtain sufficient appropriate audit evidence about the receipts of the City's fines,
forfeitures and penalties as of December 31, 2020, 2019, and 2018, recorded in the general fund.
Conseguently, we were unable to determine whether any adjustments to these amounts were
necessary o the general fund in each of these years.

Emphasis of Matter - 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. Our opinion is not
modified with respect to this matter.




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; and 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

Auditor's Responsibilities for the Audit of the Business-type Activities, Water, Garbage and Aggregate
Remaining Fund Information

Our responsibility is to conduct an audit in accordance with GAAS, Government Auditing Standords, and
to issue an auditor's report. However, because of the matter described in the Basis for Disclaimer of
Opinion section of our report, we were not able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion.

We are reguired to be independent of the City of Dunseith and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit.

Auditor’s Responsibilities for the Audit of the Governmental Activities, Discretely Presented Component
Unit, General Fund, Street Fund, and Industrial Development Fund

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 opinions. 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 GAAS 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 contral. Misstatements are considered material if there is a substantial likelithood 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 GAAS and Government Auditing Standards, we:

o Exercise professional judgment and maintain professional skepticism throughaout the audit.

» |dentify 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.

# Obtain an understanding of internal control relevant to the audit in order to design audit
pracedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of City of Dunseith’s internal control. Accordingly, no such
opinion is expressed.

* 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.

* Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about City of Dunseith’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.

Supplementary Information

Management is responsible for the supplementary information included in the annual report. The
supplementary information comprises the budgetary comparison schedules are presented for the
purposes of additional analysis and not a required part of the financial statements. Qur opinions on the
basic modified cash basis financial statements do not cover the other information, and we do not
express an opinion or any form of assurance on them. In connection with our audit of the basic modified
cash basis financial statements, our responsibility is to read the supplementary information and consider
whether a material inconsistency exists between the supplementary information and the basic modified
cash financial statements, or the supplementary information otherwise appears to be materially
misstated. If, based on the work performed, we conclude that an uncorrected material misstatement of
the supplementary information exists, we are required to describe it in our report, Because of the
significance of the matter described above in the Matters Giving Rise to Adverse Opinions on
Governmental Activities, Business-type Activities and Discretely Presented Component Unit = All Years
and in the Matters Giving Rise to Disclaimer of Opinion on Water and Garbage Fund and Aggregate
Remaining Fund Information — All Years, it is inappropriate to and we do not express an opinion on the
supplementary information referred to above.




Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 17,
2022 on our consideration of the City of Dunseith, North Dakota'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 "City of Dunseith’s internal control over financial
reporting or on compliance. That report is an integral part of an audit perfermed in accordance with
Government Auditing Standards in considering City of Dunseith's internal control over financial
reporting and compliance.

Ci;/diu@zgﬁ

Bismarck, North Dakota
August 17, 2022




City of Dunseith
Statements of Net Position — Modified Cash Basis
l December 31, 2021 and 2020
l 2021
Governmental Business-Type
I Activities Activities Total
Assets
Cash and investments 5 741,160 5 52,289 5 793,449
I Motes receivable 42,259 - 42,259
l Total Assets 5 783,419 5 52,289 5 835,708
Met Position
Restricted for special purposes
l Streets 5 244,972 5 . 3 244,972
Industrial revenue 126,079 - 126,079
I Unrestricted 412,368 52,289 464,657
Total net position 5 783,419 5 52,289 5 335,708
I 2020
Governmental Business-Type
Activities Activities Total
I Assets
Cash and investments 5 637,507 5 28,732 5 666,235
l MNotes receivable 30,100 - 30,100
Total Assets S 667,607 5 28,732 5 696,339
l Met Position
Restricted for special purposes
l Streets 5 255,009 5 - S 255,009
industrial revenue 156,804 - 156,304
Social security 27.305 - 27,305
Law enforcement 31,118 - 31,119
Planning study 15,923 5 15,923
Fire 31,118 - 31,119
' Unrestricted 150,328 28,732 179,060
Total net position L 667,607 S 28,732 5 696,339
' See Motes to Financial Statements 7




City of Dunseith
l Statements of Net Position — Modified Cash Basis
December 31, 2019 and 2018
l 2019
Governmental Business-Type
l Activities Activities Total
Aszzets
Cash and investments 5 716,823 5 26,376 5 743,199
l Motes receivable 9,693 - 9,693
l Total Assets S 726,516 5 26,376 5 752,892
Met Position
Restricted for special purposes
I Streets 5 272,025 S - 5 272,025
Industrial revenue 156,804 - 156,804
Social security 30,473 - 30,473
l Law enforcement 31,119 - 31,119
Planning study 15,923 - 15,923
Fire 31,119 - 31,119
l Unrestricted 189,053 26,376 215,429
Total net position 5 726,516 k) 26,376 5 752,892
I 2018
Governmental Business-Type
l Activities Activities Tatal
Assets
Cash and investments 5 672,932 5 23,168 5 696,100
l Motes receivable 24,568 - 24,568
I Total Assets 5 697,500 Y 23,168 5 720,668
Met Position
Restricted for special purposes
l Streets s 241,171 § - s 24117
Industrial revenue 165,563 - 165,563
Social security 33,626 - 33,626
l Law enforcement 31,119 . 31,119
Planning study 15,923 - 15,923
Unrestricted 210,098 23,168 233,266
l Total net position 5 697,500 5 23,168 5 720,668
I See Motes to Financial Statements 8




City of Dunseith
Statements of Activities — Modified Cash Basis
Year Ended December 31, 2021

Met | Disbursements) Receipts and
Changes in Met Position

Program Receipts Primary Government
Operating Capital
Charpes far Grants and Grants and Governmental Business-Type
Functions/Programs Disbursements Sorvices Contributions Contributions Activities Activities Tatal
Primary Government
Gavernmental activities
General government = 1497, 180 5 - 5 5 - S 1197,180) 4 - & (197,180)
Public safety 139822 . - - 1139.822| - [139,822)
Streets and highways 87,062 = 17,025 - 110,037} - “U,D}H
Capital outlay 33,749 - 133,749} [33,749)
Total povernmental activities 457,513 . 77,025 {380, 788} - 1380, 78B]
Business-type activities
Water 40,228 47,900 - - 7.672 7672
Garbage 32,764 48,649 . - . 5,925 5,525
Other proprietary 23,705 33,665 - - = 5,960 9,960
Total business-type activities 146,697 _ 170,254 - - 23,557 23,557
Total Primary Government 5 604,510 5 170,254 5 17025 5 - (380, 728) 23,557 1357,231)
General receipts
Property lawes 70,695 - 0,695
Sales tax 109,542 = 100,842
Licenses, permits, and tees 3,560 - 3,560
State aid distribution laG,212 - 166,212
Fines, forfeitures and penalties 4,213 m 4,213
Interest 7.012 . 7,012
Rent/lease £.802 - 7,802
Miscellangous 94,659 - 94,659
Total general receipts A6, 0485 - 464,095
Sale of equipment 32,505 - 32,505
Tatal other financing sources |uses) 32,505 - 32,505
Change in net position 115,812 23,557 139,369
Met position - January 1 _ BOT GO7 28,732 B96,339
Met position - December 31 5 783,419 & 52,284 5 H35,7/02

See Motes to Financial Statements o




City of Dunseith
Statements of Activities — Modified Cash Basis
Year Ended December 31, 2020

Met [Disbursements) Receipts and
Changes in Met Position

Program Receipts F"rim'ar',.r Government
Operating
Charges for Grants and Governmental Business-Type
Functions/Pragrams Disbursements Services Contributions Activities Activities Total
Primary Government
Governmental activities
General government 4 168,560 4 - 5 - S |168,560) 5 - 5 [1RA,560)
Punlic safety 155,679 - {155,679) - [155%,679)
Streets and highways 85,235 - 78,219 (17,016) . {17,016}
Health and welfare 244,500 - 244,500 5 = :
Capital outlay 55,385 : ; (55,385 ; {55,385
Tatal governmental activities 719,355 . 322,719 (296, 640) 1356, 6540
Business-type activities
Water L1,663 44,506 - . 15, 757) 15,757
Garbage B2,064 87,123 - - 4,359 4,159
Other proprietary 24,8149 28,573 . - 1754 3,754
Total business-type activities 155,246 161,602 . . 2,356 2,356
Total Primary Government 5 78,604 4 161,602 5 322,114 {396,640} 2,356 (394,284}
General receipts
Property taxes 55,115 - 55,115
Sales tax 109,842 : 109,842
Licenses, permits, and fees 3,565 - 3,565
State aid distribution 110,660 - 110,669
Fines, torfeitures and penalties 6,378 . 6,378
Interest B LE - 7AL3
Rentflease 5,754 - 5,754
Miscellaneous 38,955 - 38,955
lotal peneral receipts 337,731 - 337,731
Change in net position (58,909) 2,356 156,553)
Met position - lanuary 1 726,516 26,376 752,892
Met position - December 31 5 657 607 5 28,732 5 696,339

See Motes to Financial Statements 10




City of Dunseith
Statements of Activities — Modified Cash Basis
Year Ended December 31, 2019

Functions/Programs

Primary Government
Governmental activities
General povernment
Public safety
Streets and highways
Total povernmental activities

Business-type aclivities
Water
Garbage
Other proprietary
Total business-type activities

Total Primary Government

General receipts
Property taxes
Sales tax
Licenses, permits, and fees
State aid distribution
Fines, forfeitures and penalties
Interest
Rentflease
Miscellaneaus
Total general receipts

Iransters
Change in net position
Met pasition - lanuary 1

Met pasition - December 31

See Notes to Financial Statements

__f"rp_gram Receipts

Met [Disbursements) Receipts and
Changes in Net Position

Frimary Government

Operating
Charges far Grants and Governmental Business-Type
Dishursements Services Contributions Activities Activities Tatal
& 187,087 g 5 {187,087 5 : 5 [187,087)
128,135 - {128,135} {128,135]
H6,062 86,916 30,854 30,854
371,284 26,016 [284,368) {284, 368)
46,258 ar 176 - 14,082) [4,082)
82,764 B2043 - {721) 1721)
25,136 24973 - 1163) {163}
154,158 149,192 1d,966) (4,966)
5 525,442 149,192 5 86,016 [284,368) 14,966 (289 3134
53,228 e 53,228
80,159 ; 80,169
3,630 - 1,630
110,251 E 110:251
7,333 : 7,333
/. AR4 - 7,384
7.254 - 7,254
52,300 ; 52,309
321,558 321,558
(8,174) 8,174
20,016 3,208 32,224
697,500 23,168 20,668
5 /26,516 5 26,376 5 752,892
11
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City of Dunseith
I Balance 5heets — Modified Cash Basis
Governmental Funds
December 31, 2021 and 2020
2021
Tatal
I Industrial Other Governmental
General Strests Development Governmental Funds
Assets
Cash and invastments 5 470,109 5 244 572 5 26,079 4 - 4 741,160
Advances from other funds . . 100,000 . 100,000
Motes receivable 42,259 - 42,259
I Total Assets 5 512,368 5 244 5972 5 126,079 5 - 5 583,419
I Liabilities and Fund Balance
Liabilities
Advanced to other funds 5 100,000 5 . 3 . s . 5 100,000
I Fund Balances
Mon-spendable 5 42,259 & -5 -5 - 5 42,259
Restricted - 244,972 126,075 - a71,051
' Unassigned 370,109 £ - . 370,109
Tatal fund balances 5 412,368 5 244,972 s 126,079 5 = 5 783,419
I Total Liabilities and Fund
Balances (Deticit) 7 512,368 5 244972 5 126,079 ] - -] 883,419
2020
Total
Industrial Other Governmental
l General Streets Develppment Governmental Funds
Assets
Cash and investments 5 270,980 5 255,009 5 37,171 5 74,347 5 637,507
I Advances from{to) - - 100,000 - 100,000
Motes receivable 30,100 - - - 30,100
l Taotal Assets S 301.080 S 255,002 5 137,171 5 74,347 5 767,607
Liabilities and Fund Balances
l Liabilities
Due to other funds 5 100,000 5 - S . 5 - 5 100,000
Fund Balances
I MNan-spendable 5 30,100 5 - 5 - 5 - 5 30,100
Restricted - 255,009 137,171 74,347 456,527
Unassigned 170,980 - - - 170,980
l Total fund balances 5 201,080 5 255,009 5 137,171 S 74,347 5 667,607
Total Liabilities and Fund
I Balances (Deficit) 5 301,080 5 255,009 5 137,171 5 74,347 5 757,607
I See Notes to Financial Statements 13




City of Dunseith

Balance Sheets — Modified Cash Basis
Governmental Funds

December 31, 2019 and 2018

2019
Total
Industrial Other Governmental
General Streets Development Governmental Funds
Assets
Cash and investments 208,142 272,025 5 156,804 s 79 B52 5 716,823
Motes receivable - - 9,693 - 9,692
Total Assets 208,142 272,025 5 166,497 = 79,852 ) 726,516
Fund Balances
MNon-spendable - - 5 9,693 5 = 5 8,693
Restricted - 272,025 156, E04 79,852 508,681
Unassigned 208,142 - - - 208,142
Total fund balances 208,142 272,025 5 166,497 5 79,852 5 726,516
2018
Total
Industrial Other Governmental
General Strests Development Governmental Funds
Assets
Cash and investments 210,098 241,111 5 140,995 5 80,668 $ 672,532
Motes receivable - - 24,568 - 24,568
Total Assets 210,098 241,171 3 165,563 5 20,663 5 A97,500
Fund Balances
Non-spendable - . 5 24 568 5 - 5 24,568
Restricted - 241,171 140,995 ED,6GE 462,834
LUnassigned 210,098 - - - 210,098
Total fund balances 210,098 241,171 5 165,563 5 80,668 3 697,500

See Motes to Financial Statements

14




City of Dunseith

Statements of Receipts, Disbursements, and Changes in Fund Balances ~Muodified Cash Basis
Governmental Funds

Year Ended December 31, 2021

Total
Industrial Other Governmental
General Streets Development Governmental Funds
Receipts
Taxes 5 178,270 5 = 5 - 5 2,267 5 180,537
Licenses, permits, and fees 3,560 - - - 3,560
Intergovernmental 166,212 #7025 - 243,237
Fines, forfeitures and penalties 4,213 - - - 4,213
Interest B,980 - 32 - 71.012
Rent/lease 6,900 - 1,002 - 7,902
Miscellaneous 94,659 - - - 94,659
Total receipts 460,794 77,025 1,034 2,267 541,120
Disbursements
General government 185,739 . - 11,441 197,180
Public safety 135,298 - 4,524 139,822
Streets and highways - 87,062 - 87,062
Capital outlay 33,749 . . - 33,749
Total dishursements 354,786 B7.062 - 15,965 457 813
Excess (Deficiency) of Receipts over (under)
Disbursements 106,008 {10,037} 1,034 (13,698) 83,307
Other Financing Sources (Uses)
Transfers in 12,115 - - - 72,775
Transfers out - - (12,126) (B0,649) (#2,775)
Sale of equipment 32,505 - - - 32,505
Total other financing sources (uses) 105,280 - [12,126] [60,649] 32,505
Met change in fund balances 211,288 {10,037) (11,092) [74,347] 115,812
Fund Balance - January 1 201,080 255,009 137,171 714,347 bE67,607
Fund Balance - December 31 5 412,368 5 244,972 5 126,079 5 - 5 783,419

See Motes to Financial Statements 15




City of Dunseith
Statements of Receipts, Disbursements, and Changes in Fund Balances — Modified Cash Basis

Governmental Funds
Year Ended December 31, 2020

Total
Industrial Other Governmental
General Streets Development Governmental Funds
Receipls
Taxes 5 162,770 5 - 5 - 5 2,187 5 164,957
Licenses, permits, and fees 3,565 - = - 3,565
Intergovernmental 355,168 78,219 - . 433,388
Fines, forfeitures and penalties b,378 - . - 6,378
Interest 7,239 - 214 - 7453
Rent/lease 5,194 - 560 - 5,754
Miscellanenus 38,955 E - - 38,955
Total receipts 79,270 TR219 774 2,187 a60,450
Disbursements
General government 165,392 - 3,168 168,560
Public safety 151,155 - - 4,524 155,679
Streets and hiphways - 05,235 - - 95,235
Culture and recreation £ = -
Health and welfare 244,500 244,500
Economic development . - - -
Capital cutlay 55,385 - - . 55,385
Total disbursements hl6,432 05,235 7,602 719,359
Excess [Deficiency] of Receipts aver {under)
Disbursements [37,162) (17,016) 774 [5,505) 158,909)
Other Financing Sources {Uses)
Transfers in 30,100 . - 30,100
Transfers out : . (30,100) 2 {30,100
Tatal other financing sources (uses) 30,100 : [30,100) - .
Met change in fund balances (7.062) {17,016) (29,326) 15,505) (58,909)
Fund Balance - lanuary 1 208,142 272,025 166,497 ‘ 79,852 126,516
Fund Balance - December 31 5 201,080 4 255,009 5 137,171 5 74,347 s 667,607

See Notes to Financial Statements 16




City of Dunseith

Statements of Receipts, Disbursements, and Changes in Fund Balances —Modified Cash Basis
Governmental Funds

Year Ended December 31, 2019

Total
Industrial Other Governmental
General Streets Development Governmental Funds
Receipts
Taxes 5 131,060 5 - 5 - 5 2,337 5 133,397
Licenses, permits, and fees 3,630 - - - 3,630
Intergovernmental 110,251 86,916 . . 197,167
Fines, forfeitures and penalties 7,333 = . - 7,333
Interest 6,842 - 542 - 7.384
Rentflease 6,862 - 352 . 7,254
Miscellaneous 52,309 - - - 52,309
Total receipts 318,287 B6,916 934 2,337 408,474
Disbursements
General government 183,934 - - 3,153 187,087
Public safety 128,135 - - . 128,135
Streets and highways - 56,062 - . 56,062
Economic development & - = : ;
Capital outlay - = . ]
Total disbursements 312,069 56,062 - 3,153 371,284
Excess (Deficiency) of Receipts over (under)
Disbursements 6,218 30,854 934 (816) 37,190
Other Financing Uses
Transfers in - - - - -
Transfers out (8,174) - - (8,174)
Total other financing uses (8,174] - - - 8,174)
MNet change in fund balances {1,956) 30,354 934 {816} 29,016
Fund Balance - lanuary 1 210,098 241,171 165,563 BO,668 697,500
Fund Balance - December 31 5 208,142 5 272,025 5 166,497 5 79,852 5 726,516

See Motes to Financial Statements 17




City of Dunseith

Statements of Receipts, Disbursements, and Changes in Fund Balances — Modified Cash Basis
Governmental Funds

Year Ended December 31, 2018

Tatal
Industrial Other Governmental
General Streets Development Governmental Funds
Receipts
Taxes 5 118,447 5 - 5 = 5 1,809 5 120,256
Licenses, permits, and fees 3,640 z _ . 3,640
Intergovernmental 43,567 86,787 - - 160,354
Fines, farfeitures and penalties 16,508 - . - 16,308
Interest 15,236 - 510 - 15,746
Rentflease 6,634 . 7,023 - 13,657
Miscellaneous 41,030 . - 41,0030
Total receipts 275,062 B6, 787 7,533 1,809 371,191
Disbursements
General government 185,716 - . 1,809 187,525
Public safety 115,943 3,588 119,531
Streets and highways 82,694 - - 82,694
Economic development ; : 2 E
Capital outlay 4,311 - - - 4,311
Total dishursements 305,970 82,694 5,397 394,061
Excess (Deficiency) of Receipts over (under)
Disbursemeants [30,908) 4,093 7,533 {3,588) [22,870)
Other Financing Sources {Uses)
Iransfersin - 12,000 8,065 20,065
Transfers out (56,541) - - {56,541]
Total other financing sources (uses) 156,541) 12,000 8,065 [36,476]
Met change in fund balances [B7,449) 4,093 19,533 4,477 {59,346)
Fund Balance - January 1 297,547 237,078 146,030 76,1491 7h6 846
Fund Balance - December 31 5 210,098 5 241,171 5 165,563 5 80,668 g 697,500

See Motes to Financial Statements 18




City of Dunseith

Statements of Net Position = Modified Cash Basis
Proprietary Funds

December 31, 2021 and 2020

2021
Total
Qther Proprietary
Water Garbage Proprietary Funds
Assels
Current Assets
Cash and investments 5 8,224 S 22,298 5 21,767 5 52,289
MNet Position
Unrestricted 5 8,224 5 22,298 5 21,767 S 52,289
2020
Tatal
Other Proprietary
Water Garbage Proprietary Funds
Assets
Current Assets
Cash and investments 5 552 5 16,373 5 11,807 5 28,732
MNet Position
Unrestricted 5 552 5 16,373 5 11,807 S 28,732
See Motes to Financial Statements 19




City of Dunseith
Staterments of Net Paosition— Modified Cash Basis
Proprietary Funds
December 31, 2019 and 2018

Azsets
Current Assets
Cash and investments

MNet Position
Unrestricted

Assets
Current Assets
Cash and investments

Met Position
Unrestricted

See Motes to Financial Statements

2019
Total
Other Proprietary
Water Garbage Proprietary Funds
L 6,309 5 12,014 5 8,053 5 26,376
5 6,309 5 12,014 5 8.053 5 26,376
2018
Total
Other Proprietary
Water Garbage Proprietary Funds
5 2,217 5 12,735 ] 8,216 5 23,168
8 2,217 5 12,735 5 8,216 5 23,168
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City of Dunseith
Statements of Changes in Net Position — Modified Cash Basis

Proprietary Funds

Years Ended December 31, 2021 and 2020

Operating Receipts
Charges for services

Operating Disbursements
Wages and benefits
Power and utilities
Chemicals
Supplies
Equipment
Contracted services
Other

Total operating disbursements
Change in net position
Met Pasitian - January 1

Met Pasition - December 31

Operating Receipts
Charges for services

Operating Disbursements
Wages and benefits
Power and utilities
Chemicals
Supplies
Equipment
Contracted services
Other

Total operating disbursements
Change in net position
MNet Position - January 1

Met Position - December 31

See Notes to Financial Statements

2021
Total
Other Proprietary

Water Garbage Proprietary Funds
47,900 5 88,689 5 33,665 5 170,254
20,639 - 20,639 41,278
7,580 - 1,733 9,313
9,408 = = 9,408
1,290 . = 1,290
687 . 1,333 2,020
* 82,764 - 82,764
624 = - 624
40,228 82,764 23,705 146,697
7,672 5,925 9,960 23,557
552 16,373 11,807 28,732
8.224 5 22,298 s 21,767 3 52,289

2020
Total
Other Proprietary

Water Garbage Proprietary Funds
45,906 S 87,123 s 28,573 S 161,602
20,534 - 20,533 41,067
6,858 - 2,280 9,138
12,334 - - 12,334
676 = 2 676
10,115 - 2,006 12,121
- 82,764 - 82,764
1,146 = 1,146
51,663 82,764 24,819 159,246
(5,757) 4,359 3,754 2,356
6,309 12,014 8,053 26,376
552 5 16,373 3 11,807 5 28,732
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City of Dunseith

Statements of Changes in Net Position — Modified Cash Basis
Proprietary Funds

Years Ended December 31, 2019 and 2018

Operating Receipts
Charges for services

Cperating Disbursements
Wages and benefits
Power and utilities
Chemicals
Supplies
Equipment
Contracted services
Other

Total operating disbursements
Operating [Loss] Income

Other Financing Sources
Transfers in

Change in net position
Met Position - January 1

Met Position - December 31

DOperating Receipts
Charges for services
DOperating Disbursements
Wages and benafits
Power and utilities
Chemicals
Supplies
Equipment
Contracted services
Cther

Total operating disbursements
Operating Income (Loss)

Other Financing Uses
Transfers in

Change in net pasition
Net Position |Deficit) - January 1

Net Position - December 31

See MNotes to Financial Statements

2015
Total
Qther Proprietary
Water Garbage Proprietary Funds

2 42,174 2 82,043 5 24,973 5 143,192

19,433 - 19,439 3E 578
£.883 d 2,196 3,075
9,372 . - 3,372
9,654 - H 2555
- = 3,501 3,501
= 82,764 - 87,764
205 = a5
45,258 g2, 764 25,136 154,158
(4,082] {721} {163} {4,965]
£,174 - 8,174
4,092 (721] [163) 3,208
2,217 12,735 £216 23,168
s £,309 5 12,014 S B,053 5 26,376
2018
Total
Other Proprietary
Water Garbage Proprietary Funds

5 43,138 2 81,946 5 24,254 ? 143,338

18,834 - 18,834 37,668
5,880 1,997 8,877
7,351 . 7,391
4,080 4,080
4,248 1,790 6,038

- BZ,764 = 82,754
&04 . - 504

42,037 B2 754 22,621 147,422
1,101 (B15} 1,633 1,916

316,475 : 36,478

37577 {818) 1,633 38,392

(35,360) 13,553 6,583 [15,224)

5 2,217 5 12,735 5 8,216 5 23,168
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City of Dunseith
Statements of Cash Flows — Madified Cash Basis
Proprietary Funds
Years Ended December 31, 2021 and 2020

Operating Activities
Receipts from customers
Payments to suppliers
Payments to employees

Met cash provided by
operating activities

Change in Cash and cash equivalents
Cash and cash equivelants balance - January 1

Cash and cash equivalents balance - December 31

Operating Activities
Receipts from customers
Payments to suppliers
Payments to employees

Met cash provided by {used for)
operating activities

Change in Cash and cash equivalents
Cash and cash equivalents balance - January 1

Cash and cash equivalents balance - December 31

See Notes to Financial Statements

2021
Total
Other Proprietary
Water Garbage Proprietary Funds
s 47,500 5 88,685 s 33,665 5 170,254
(19,589) (82,764) (3,066) (105,419)
[20,639) - (20,639} (41,278)
7,672 5,925 9,960 23,557
7.672 5,925 9,960 23,557
552 16,373 11,807 28,732
= 8,224 3 22,298 5 21,767 5 52,289
Total
Other Proprietary
Water Garbage Proprietary Funds
5 45,906 5 87,123 5 283,573 5 161,602
(31.129) (82,754) {4,288} (113,173}
(20,534} - (20,533) {41.067)
(5,757) 4,355 3,754 2.356
(5.757) 4,359 3,754 2,356
5,308 12,014 8,053 26,376
? 552 5 16,373 3 11,807 3 28,732
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City of Dunseith

Statements of Cash Flows —-Modified Cash Basis
Proprietary Funds

Years Ended December 31, 2019 and 2018

Operating Activities
Receipts from customers 5
Payments to suppliers
Payments to employees

Met cash used for
operating activities

Maoncapital Financing Activities
Transfers fram other funds

MNet cash provided by
noncapital financing activities

Change in Cash and cash equivalents

Cash and cash equivalents balance - January 1

Cash and cash equivalents balance - December 31 3

20149
Total
Other Proprietary
Water Garbage Proprietary Funds
42176 5 82,043 5 24,973 5 145,192
(26,819) (82,764) {5,697) (115,280)
(19,439) s (19,439) {38.878)
{4,082) {721) {163) {4,5966)
2174 = = B.174
8,174 - 2 8174
4,092 (721) (163} 3,208
2217 12,735 8,216 23,168
6,309 5 12,014 5 8,053 5 26,376
2018
Total
Other Proprietary
Water Garbage Proprietary Funds

Operating Activities
Receipts from customers 5
Payments to suppliers
Payments to empmyees

43,138 5 81,946 5 24,254 & 149,338

Met cash provided by [used for)
operating activities

Moncapital Financing Activities
Interfund barrowing
Transfers from other funds

Met cash provided by
noncapital financing activities

Change in Cash and cash eguivalents

Cash and cash equivalents balance - January 1

Cash and cash eguivalents balance - December 31 3

See Notes to Financial Statements

(23,203) (82,754) (3,787) (108,754}
(18,834) - (18,834) 137,568)
1,101 (818) 1,633 1,916
(35,360] 13,553 f,583 (15,224)
36,476 p ; 36,476
1,116 13,553 8,583 21,252
2,217 12,735 B,216 23,168
2,217 5 12,735 5 8,216 5 23,168
24




City of Dunseith
Motes to Financial Statements
December 31, 2021, 2020, 2019,and 2018

MNote 1- Principal Business Activity and Significant Accounting Policies
Basis of Presentation

The City of Dunseith operates under a City commission form of government. The financial statements of City of
Dunseith, North Dakota, have been prepared in conformity with the modified cash basis of accounting as
applicable to governments. The Governmental Accounting Standards Board [GASB) is the accepted standard
setting body for establishing governmental accounting and financial reporting principles. The more significant of
the government's accounting policies are described below.

Reporting Entity

The accompanying financial statements present the activities of the City of Dunseith, North Dakota {the City).
The City has considered all potential component units for which the City is financially accountable and other
organizations for which the nature and significance of their relationships with the City are such that exclusion
would cause the City's financial statements to be misleading or incomplete. The Governmental Accounting
Standards Board has set forth criteria to be considered in determining financial accountability. This criteria
includes appointing a voting majority of an organization’s governing body and (1} the ability of City of Dunseith
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 City of Dunseith.

Based on these criteria, the companent unit discussed below is included within the City's reporting entity
because of the significance of its operational or financial relationship with the City.

Component Units

The financial statements of the Dunseith Community Mursing Home is not displayed in this financial statement
as required. The organization has the potential to impose a financial burden on the City of Dunseith.

Complete financial statements may be obtained from the Dunseith Community Nursing Home, 15 1st 5t W NE,
Dunseith, ND 58329.

Government-Wide and Fund Financial Statements

The goal of government-wide financial statements is to present a broad overview of government's finances. The
basic statements that form the government-wide financial statements are the statement of net position and the
statement of activities. Governmental activities, which are normally financed through taxes and
intergovernmental receipts, are reported separately from business-type activities, which are normally financed
through user fees and charges for goods or services.

The City has a departure from the modified cash method of accounting for not recording capital asset activity

and related depreciation within the government-wide and business-type financial statements for the years
ended December 31, 2021, 2020, 20189, and 2018.
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City of Dunseith
Motes to Financial Statements
December 31, 2021, 2020, 2019,and 2018

The statement of activities reports gross direct disbursements by function reduced by program receipts. This
results in a measurement of net receipts or disbursements for each of the government’s activities. Direct
expenses are those that are clearly identifiable with a specific function. Program receipts are directly associated
with the function or business-type activity and include 1) charges for services and 2) operating or capital grants
and contributions that are restricted to a particular function. Tax and other items not properly included among
program receipts are reported instead as general receipts.

Separate financial statements are prepared for governmental funds and proprietary funds. Major individual
governmental funds are reported as separate columns in the fund financial statements.

Fund Balance Classification Policies and Procedures
The City classifies governmental fund balances as follows:

* Nonspendable - includes fund balance amounts that cannot be spent either because it is not in spendable
form or because of legal or contractual constraints.

» Restricted — includes fund balance amounts that are constrained for specific purposes which are externally
imposed by providers, such as creditors or amounts constrained due to constitutional provisions or
enabling legislation.

 Committed — includes fund balance amounts that are constrained for specific purposes that are internally
imposed by the government through formal action of the highest level of decision making authority and
does not lapse at year-end.

» Assigned —includes fund balance amounts that are intended to be used for specific purposes that are
neither considered restricted or committed. Fund Balance may be assigned by management.

s Unassigned - includes positive fund balance within the General Fund which has not been classified within
the above mentioned categories and negative fund balances in other governmental funds.

The City uses restricted amounts first when both restricted and unrestricted fund balance is available unless
there are legal documents/contracts that prohibit doing this, such as a grant agreement requiring dollar for
dollar spending. Additionally, the Government would first use committed, then assigned, and lastly unassigned
amounts of unrestricted fund balance when expenditures are made.

Equity Classifications

Government-wide Statements

Equity is classified as net position and is displayed in two components:

Restricted net position — Consists of net position with constraints placed on their use either by (a) external
groups such as creditors, grantors, contributors, or laws and regulations of other governments; or (b} law

through constitutional provisions or enabling legislation.

Unrestricted net position — All other net position that does not meet the definition of "restricted”.
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City of Dunseith
Notes to Financial Statements
December 31, 2021, 2020, 2019,and 2018

Measurement Focus, Basis of Accounting and Financial Statement Presentation

Governmental fund and proprietary fund financial statements are reported using the economic resources
measurement focus and the modified cash basis of accounting.

Under this method, revenue is recognized when collected rather than when earned, and expenditures are
generally recognized when paid rather than when incurred. This basis differs from accounting principles
generally accepted in the United States of America because accounts receivable, accounts payable, and accrued
expenses are not included in the financial statements.

Governmental funds are reported using the current financial resources measurement focus and the modified
cash basis of accounting. Under this method, revenue is recognized when collected rather than when earned,
and expenditures are generally recognized when paid rather than when incurred.

This basis differs from accounting principles generally accepted in the United States of America because
accounts receivable, accounts payable, and accrued expenses are not included in the financial statements, Only
capital assets, notes receivable and long-term debt are recorded under the basis of accounting described above
on the statement of net position. Operating statements of these funds’ present increases (i.e., revenues and
other financing sources) and decreases (i.e., expenditures and other financing uses} in net current assets.

The City reports the following major governmental funds:

General Fund — For the years ended December 31, 2021, 2020, 2019, and 2018, the general fund is a major
governmental fund that 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.

Streets Fund - For the years ended December 31, 2021, 2020, 2019, and 2018, the streets fund is a major
governmental fund in which the City accounts for cash receipts and disbursements relating to upkeep of City
streets for the City and surrounding townships in this fund.

Industrial Development Fund — For the years ended December 31, 2021, 2020, 2019, and 2018, the industrial
development fund is a major governmental fund in which, in conjunction with the reimbursement fund, the City
accounts for cash receipts and disbursements relating to the rental agreement with Turtle Mountain
Corporation.

The City reports the following major proprietary funds;

Water Fund - For the years ended December 31, 2021, 2020, 2015, and 2018, the water fund is a major
proprietary fund in which the City accounts for cash receipts and disbursements relating to the furnishing of
water service to residents of the City.

Garbage Fund - For the years ended December 31, 2021, 2020, 2018, and 2018, the water fund is a major
proprietary fund in which the City accounts for cash receipts and disbursements relating to the furnishing of
garbage service to residents of the City.
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City of Dunseith
Motes to Financial Statements
December 31,Aasen, Barb2021, 2020, 2019,and2018

Amounts reported as program receipts include the following: amounts received from those whe purchase, use,
or directly benefit from a program; amounts received from parties outside the City that are restricted to one or
mare specific programs; and earnings on investments that are legally restricted for a specific program. Receipts
that do not meet the previous criteria are reported as general receipts, including all taxes,

Proprietary funds report operating receipts and disbursements separately from nonoperating items. Operating
receipts and disbursements generally result from providing services or producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating receipts of the City's
enterprise funds are charges to customers for sales and services. Operating disbursements for enterprise funds
include the costs of sales and services and administrative disbursements. All receipts and disbursements not
meeting this definition are reported as nonoperating receipts and disbursements,

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

Interfund Transactions

Quasi-external transactions are accounted for as receipts or disbursements. Transactions that constitute
reimbursements to a fund for disbursements initially made from it that are properly applicable 1o another fund,
are recorded as disbursements in the reimbursing fund and as reductions of disbursements in the fund thatis
reimbursed.

All other interfund transactions, except quasi-external transactions and reimbursements, are reported as
transfers. Nonrecurring or nonroutine permanent transfers of equity are reported as residual equity transfers.
All other interfund transfers are reported as operating transfers.

Property Taxes

Property taxes levied and due are recognized as receipts when collected within the current period.

All real estate is assessed as of the current value on February 1 of each year. Property taxes are attached as an
enforceable lien on the real estate and become due on January 1 of the year following the assessment date. A
5% reduction of the taxes is allowed if the taxes are paid in full by February 15, Penalty and interest are added
on March 1 if the first half of the taxes are not paid. Additional penalty and interest are added October 15 to
those taxes which are not paid. Taxes are collected by the County and remitted monthly to the City.

Cash and Cash Equivalents

The City maintains cash pools that are used by substantially all City funds. The City considers cash equivalents to
be money market accounts and certificates of deposit with ariginal maturities of 3 months or less.
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City of Dunseith
Motes to Financial Statements
December 31, 2021, 2020, 2019,and 2018

Note 2 - Cash Deposits

In accordance with North Dakota Statutes, the City maintains deposits at the depository banks designated by the
governing board. All such 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 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.

Authorized collateral includes bills, notes, or bonds issued by the United States government, its agencies or
instrumentalities, all bonds and notes guaranteed by the United States government, Federal land bank bonds,
bonds, notes warrants, certificates of indebtedness, insured certificates of deposit, shares of investment
companies registered under the Investment Companies Act of 1940, and all other forms of securities issued by
state of Morth Dakota, its boards, agencies or instrumentalities or by any county, city , township, school district,
park district, or other political subdivision of the state of North Dakota, whether payable from special receipts or
supported by the full faith and credit of the issuing body and bonds issued by another state of the United States
ar such other securities approved by the banking board.

As of December 31, 2021, 2020, 2019, and 2018, the City's carrying amount of pooled depaosits was 5793,4439,
5666,239, 743,199, and $696,100, respectively. As of December 31, 2021, 2020, 2019, and 2018, bank balances
of 5801,964, $674,606, 737,404, and 5696,357, respectively, $250,000 was covered by Federal Depository
Insurance each with the remaining balances collateralized with securities held by the pledging financial
institution’s agent in the government's name.

Interest Rate Risk

The City does not have a formal policy that limits investment maturities as a means of managing its exposure to
fair value losses arising from changing interest rates.

Credit Risk

The City may invest idle funds as authorized in 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 agreements to repurchase written by a financial institution in which the underlying
securities for the agreement to repurchase are the type listad above.

c) Certificates of Depaosit fully insured by the federal deposit insurance corporation.

d) Obligations of the state.

As of December 31, 2021, 2020, 2019, and 2018, the City held certificates of deposit in the amount of $462,023,
5455,403, 5448165, and 5441,372, respectively.
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City of Dunseith
Motes to Financial Statements
December 31, 2021, 2020, 2019, and 2018

The following is a summary of the certificates of deposits maturity dates and are included in the above amounts
of total deposits:

2021 2020 2019 2018
Mature in 1 year or |ess 5 286,042 5 282,654 5 279,291 5 191,208
Mature in 2-5 years 175,981 172,749 168,874 250,184
5 462,023 S 455,403 5 448,165 S 441 372

Mote 3 - Advance To/From

The following is a summary of advances from and advances to as of December 31, 2021 and 2020:

Year ending December 31, 2021:

Industrial
Development
Advance to
General Fund 5 100,000

Year ending December 31, 2020:

Industrial
Development
Advance to
General Fund 5 100,000

The above advance is a non-interest advance from the industrial revenue account to the general fund. The
general fund will repay this advance from future revenues with annual payments of 510,000 beginning in 2022
and ending in 2031.
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City of Dunseith

Motes to Financial Statements
December 31, 2021, 2020, 2019,and 2018

Note 4 - Risk Management

The City of Dunseith 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 state agencies and political subdivisions of the 5tate of North Dakota 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 over 2,000 state agencies and political subdivisions, The City pays an
annual premium to NDIRF for its general liability, auto, and inland marine insurance coverage. The coverage by
MDIRF is limited to losses of $1,000,000 per occurrence.

The City also participates in the North Dakota Fire and Tornado Fund. The agency pays an annual premium to
the Fire and Tornado Fund to cover property damage to building and personal property. Replacement cost
coverage is provided by estimating replacement cost in consultation with the Fire and Tornado 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 City participates in the North Dakota Worker's Compensation Bureau, an Enterprise Fund of the State of
Morth Dakota. The Bureau is a state insurance fund and a "no fault” insurance system covering the state's
employers and employees financed by premiums assessed to employers. The premiums are available for the
payment of claims to employees injured in the course of employment.

There have been no significant reductions in insurance coverage from the prior year and settled claims resulting
from these risks have not exceeded insurance coverage in the past five fiscal years.

Mote 5 - Excess of Disbursements over Budget

The City's disbursements exceeded budget by the following amounts:

Fund 2021 2020 2019 20138

General Fund 5 54,829 S 318,307 5 51,812 5 50,155

The above disbursements exceeding budget were covered by either excess receipts or cash reserves.
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City of Dunseith
Motes to Financial Statements
December 31, 2021, 2020, 2019,and 2018

Mote 6 - Transfers

The following is a reconciliation between transfers in and transfers out as reported in the basic financial
statements for the years ended December 31, 2021, 2020, 2019, and 2018:

Transfer In Transfer Qut

2021
General fund 5 72,775 5 -
Industrial development - 12,126
Other gopvernmental funds - 60,649
5 72,775 5 72,775

2020
General fund s 30,100 5 -
Industrial development - 30,100
S 30,100 5 30,100

2015
General fund s - 5 8,174
Water 8,174 =
& 8,174 5 8,174

2018
General fund S - 5 56,541
Industrial development 12,000 -
Other governmental funds 8,065 -
Water 36,476 -
5 56,541 5 56,541

Note 7 - Discretely Presented Component Unit

During the years ended December 31, 2020, 2019 and 2018, the City donated $256,500, 554,900 and 543,475,
respectively to the Dunseith Community Nursing Home.
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City of Dunseith
Motes to Financial Statements
December 31, 2021, 2020, 2019,and 2018
MNote 8 - MNotes Receivable
2021
Origenation riErest Beginning Firsal
Endarser Dats Rate Term Payment Balance Additiong Payments Balance Collateral
General Fund
Galf Boosters 7/29/2020 % 7/18,/2016 85,374 year % 30,100 i - S 14,773 5 25328 i3]
Ohad Counts and
Sherry Hoeger §/10/2021 e 94152076 $340/month 17,500 [5E5] 16,531 14]
S 30,100 5 17500 5 |5.341) 5 4770
2020
Owigination Intarest Beginning Fimal
Endorser Date Rate Tarm Fayrnent Batance Additions Payments Balance Coflateral
General Fund
Golf Baostery TS 20 2% 7/29/2 026 55,374/ vear 5 - 5 30,100 5 - $ 30,100 13}
Industrial Developrment
Fund
lennifer Padtra in19/2013 8.25% 12/15/2021 5235 rm anth 5 9893 5 5 [9.683) 3 1]
2019
Drigination Imterest Baginning Final
Endorser Date Rate Term Paymaent Ratance Additions Payments Balance Collateral
Industrial Development
Fund
Jennifer Potra 10/16/2018 65.25% 1271542021 5235/ month % 10,005 5 - Z {312) 5% 9,693 {1}
Thormas Hayes 3,/2/2018 5% 7212019 Balance af 1asm 14 583 - [E4 5B3] 12}
5 24568 5 - 5 (14875 5 56493
2018
Qrigination Interest Begnning Final
Endorser Date __Rate Term _ __ Payment Balance Additions Paymants Balance Collateral
Industrial Developrment
Fund
Jenmifer Potra 10/15/2018 5 25% 1271502021 5233/ month 5 - 43 10,005 E - % 10,005 1)
Thomas Hayes 301 3% 722019 Balance at term - 15,005 |44y 14,563 12]

5 - 5 35010 442 5 24,563

[1) Double Wide Mobile Home
(2) 2011 Kia Sorento Crossover
[3) 2020 Toro Greensmaster 3150 Triplex Mower

[4) taundry Equipment: Ten Certified Used Speed Queen Washing Machines and Six Certified Used Speed Queen Stack Dryers.

Note 9 - Payroll Protection Program (PPP) Loan

In 2020, the Dunseith Community Nursing Home, The City's component unit, was granted a 5244,500 loan under
the PPP administered by a Small Business Administration (SBA) approved partner. The loan is uncollateralized
and is fully guaranteed by the Federal government. In 2021, this loan was forgiven.
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City of Dunseith

Budgetary Comparison Schedules = Modified Cash Basis
General Fund

Year Ended December 31, 2021

Receipts

Taxes
Licenses, permits, and fees
Intergovernmental
Fines, forfeitures and penalties
Interest
Rent/lease
Miscellaneous
Total receipts

Dishursements
General government
Public safety

Capital outlay

Total disbursements

Excess (Deficiency) of Receipts
Over (Under) Disbursements

Other Financing Sources
Transferin
Sale of equipment

Total Other Financing Uses
Met Change in Fund Balance

Fund balance - lanuary 1

Fund Balance, December 31

See Motes to Supplementary Information

Original and Actual Variance with
Final Budget Amounts Final Budget
5 133,917 5 178,270 5 44,353
3,650 3,560 (30)
107,500 166,212 58,712
10,000 4213 (5.787)
6,000 6,980 5380
6,000 6,900 500
31,500 94,659 63,159
298,567 460,794 162,227
141,602 185,735 (44,137)
158,355 135,298 23,057
- 33,749 (33,749)
299,957 354,786 (54,829)
(1,390) 106,008 107,398
- 72,775 72,775
- 32,505 32,505
- 105,280 105,280
5 (1,390) 211,288 5 212,678
201,080
5 412,368
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City of Dunseith

Budgetary Comparison Schedules —-Maodified Cash Basis

General Fund

¥Year Ended December 31, 2020

Receipts

Taxes
Licenses, permits, and fees
Intergovernmental
Fines, forfeitures and penalties
Interest
Rent/lease
Miscellaneous
Total receipts

Disbursements

General government
Public safety
Health and welfare
Capital outlay

Total disbursements

Excess (Deficiency) of Receipts

Over (Under) Disbursements

Other Financing Sources
Transfer in

Met Change in Fund Balance
Fund balance - January 1

Fund Balance, December 31

See Motes to Supplementary information

Original and Actual Variance with
Final Budget Amounts Final Budget
5 128,046 5 162,770 5 34,724
3,650 3,565 (85)
120,500 355,165 234,669
10,000 6,378 (3,622)
2,000 7,239 5,239
6,000 5,194 (806)
26,500 38,955 12,455
296,696 579,270 282,574
135,770 165,392 (25,622)
158,355 151,155 7,200
- 244,500 (244,500)
- 55,385 [55,385)
298,125 616,432 (318,307)
(1,429) (37,162) (35,733)
- 30,100 30,100
S (1,429) {7,062) S (5.633)
208,142
5 201,080
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City of Dunseith

Budgetary Comparison Schedule — Modified Cash Basis

General Fund

Year Ended December 31, 2019

Receipts

Taxes
Licenses, permits, and fees
Intergovernmental
Fines, forfeitures and penalties
Interest
Rent/lease
Miscellaneous
Total receipts

Disbursements

General government
Public safety
Total disbursements

Excess (Deficiency) of Receipts

Over (Under) Disbursements

Other Financing Sources
Transfer out

Total Other Financing Uses
Net Change in Fund Balance

Fund balance - January 1

Fund Balance, December 31

See Notes to Supplementary Information

Original and Actual Variance with
Final Budget Amounts Final Budget
5 127,107 5 131,060 5 3,953

3,650 3,630 {20)
87,500 110,251 22,751
7,500 7,333 (167)
1,000 6,842 5,842
5,000 6,862 1,862
26,500 52,309 25,809
258,257 318,287 60,030
140,257 183,534 (43,677)
120,000 128,135 (8,135)
260,257 312,069 (51,812)
{2,000) 6,218 8,218
{8,174) (8,174}
(8,174) (8,174)
3 (2,000} (1,9586) 5 44
210,098
5 208,142
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City of Dunseith
I Budgetary Comparison Schedule — Modified Cash Basis
General Fund
Year Ended December 31, 2018
Original and Actual Variance with
' Final Budget Amounts Final Budget
Receipts
l Taxes 5 124,118 S 118,447 g {5.671)
Licenses, permits, and fees 3,600 3,640 40
Intergovernmental 82,500 73,567 (8,933)
l Fines, forfeitures and penalties 10,000 16,508 6,508
Interest 1,000 15,236 14,236
Rent/lease 5,000 6,634 1,634
l Miscellaneous 26,500 41,030 14,530
Total receipts 252,718 275,062 22,344
I Disbursements
General government 139,172 185,716 (46,544)
I Public safety 116,643 115,943 700
Capital outlay - 4,311 (4,311)
Total dishursements 255,815 305,970 (50,155)
l Excess (Deficiency) of Receipts
Owver (Under) Disbursements (3,097) (30,908) (27,811)
I Other Financing Sources
Transfer out - (56,541) (56,541)
I Net Change in Fund Balance 5 (3,097) (87,449) 5 (84,352)
I Fund balance - lanuary 1 297.547
Fund Balance, December 31 5 210,098
I See Motes to Supplementary Information 37




City of Dunseith

Budgetary Comparison Schedules — Maodified Cash Basis

Street Fund

Years Ended December 31, 2021 and 2020

Receipts
Intergovernmental
Disbursements
Streets and highways

Excess of Receipts Qver
Disbursements

Fund balance - January 1

Fund Balance, December 31

Receipts
Intergovernmental
Disbursements
Streets and highways

Excess of Receipts
Over Disbursements

Other Financing Sources
Transfer in

Met Change in Fund Balance
Fund balance - lanuary 1

Fund Balance, December 31

See Notes to Supplementary Information

2021
Original and Actual Variance with
Final Budget Amounts Final Budget
5 90,000 5 77,025 5 (12,975)
982,500 87,062 11,438
5 {8,500) (10,037) 5 {1,537)
255,008
5 244 972
2020
Original and Actual Variance with
Final Budget Amounts Final Budget
5 100,000 5 78,219 5 (21,781}
247,500 95,235 152,265
(147,500) (17,018) 130,484
25,000 - (25,000)
5 (122,500) (17,016} 5 105,484
272,025
5 255,009
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City of Dunseith

Budgetary Comparison Schedules — Modified Cash Basis

Street Fund

Year Ended December 31, 2019 and 2018

Receipts
Intergovernmental
Disbursements
Streets and highways

Excess of Receipts
Over Disbursements

Fund balance - January 1

Fund Balance, December 31

Receipts
Intergovernmental
Disbursements
Streets and highways

Excess of Receipts
Over Disbursements

Fund balance - January 1

Fund Balance, December 31

See Notes to Supplementary Information

2015
Original and Actual Variance with
Final Budget Amounts Final Budget
5 100,000 5 86,516 5 (13,084)
92,500 56,062 36,438
5 7,500 30,854 5 23,354
241,171
5 272,025
2018
Criginal and Actual Variance with
Final Budget Amounts Final Budget
5 100,000 5 86,787 5 {13,213)
52,500 82,694 9,806
5 7,500 4,093 5 (3,407)
237,078
5 241,171
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City of Dunseith

Mates to Supplementary Information
December 31, 2021, 2020, 2019, and 2018

MNote 1- Stewardship, Compliance and Accountability
Budgetary Information

The City auditor prepares an annual City budget on the modified cash basis. The budget is prepared by fund,
function and activity, and includes information on the past year, current year estimates and requested
appropriations for the next year. The City's governing board holds a public hearing where any City taxpayer may
testify in favor or against any proposed disbursements or tax levies. After the budget hearing and on or befare
October 1, the board adopts the final budget. The final budget is sent to the county auditor by October 10.

No disbursement shall be made or liability incurred in excess of the appropriation except for transfers as
authorized by North Dakota Century Code Section 40-40-15. The budget may be amended during the year for
any receipts and appropriations not anticipated at the time the budget was prepared except no amendment
changing the taxes levied can be made after October 10. At year 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.

Note 2 - Special Revenue Budgeting Basis

The City does not prepare a budget for the following specific special revenue funds: industrial development,
juvenile counseling, housing project, water project, and economic development agency program funds.
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CPAs & BUSINESS ADVISORS

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance and
Other Matters Based on an Audit of the Financial Statements Performed in Accordance with
Government Auditing Standards

To the Honorable Mayor, City Council, and City Auditor
City of Dunseith, North Dakota

We have audited, 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, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information
of the City of Dunseith, North Dakota, as of and for the years ended December 31, 2021, 2020, 2019,
and 2018 and the related notes to the financial statements, which collectively comprise the City of
Dunseith’s basic financial statements and have issued our report thereon dated August 17, 2022, Our
report included an explanatory paragraph describing the other comprehensive basis of accounting used
by the City. The following is the types of opinions we issued for each opinion unit,

Summary of Opinions

Opinion Unit I Tyoe of Opinion | Years |
s T —— e | % . |

Governmental Activities Adverse y All Years
Business-Type Activities | Disclaimer N All Years i
Aggregate Discretely Presented Component Unit | Adverse , All Yegr_s

General Fund | Qualified | 2020-2018 |
General Fund | Unmodified 2021 |
Street Fund Unmodified All ‘;fears,_ _
Industrial Development Fund Unmaodified All Years

Water Fund | Disclaimer All Years
Garbage Fund - B Disclaimer | All Years
_Aggregate Remaining Fund Information Disclaimer | All Years

Internal Control over Financial Reporting

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

e s ; ; a1
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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 materic/ weakness is a deficiency, ora
combination of deficiencies, in internal cantrol, 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 contral
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, 2021-002, 2021-003, 2021-004,
2021-005, and 2021-006 that we consider to be material weaknesses.

Compliance and Other Matters

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

The City of Dunseith’'s Response to Findings

The City's responses to the findings identified in our audit are described in the accompanying schedule
of findings and responses. The City of Dunseith’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
entity’s internal cantrol or on compliance. This report is an integral part of an audit perfarmed 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.

gi"’/.ﬁa% Lzr®

Bismarck, North Dakota
August 17, 2022
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City of Dunseith

Schedule of Findings and Responses
Years Ended December 31, 2021, 2020, 2019, and 2018

Findings - Financial Statement Audit

2021-001 Cash Accounts
Material Weakness

Criteria: This cash account is in the City's name and the City has right to this fund, thus the City is required to
report the activity in its accounting records. A good system of internal accounting control contemplates an
adequate system for recording and processing entries significant to the financial statements.

Condition: The Industrial account was not recorded in the City’s accounting records. This would not have been
identified as a result of the City’s existing internal controls, and therefore resulted in a material misstatement of
the City’'s financial statements.

Couse: The purpose of this account was limited in nature, thus not recorded by management.

Effect: Material cash, receipts, and disbursements were omitted from the City’s accounting records. If they are
not being recorded there is no way for the council to be able to monitor the activity that takes place in these
accounts.

Recommendation: Any cash account in the City’s name should be recorded on the City's accounting records. Any
federal grant listing the City as the “grantee”, should be monitored and the related activity should be recorded

in the City's accounting records.

Response: The nature of this account has changed and management will post the audit adjustments to record
the amounts in the City's accounting records.

2021-002 Material Journal Entries
Material Weakness

Criteria: A good system of internal accounting control contemplates an adequate system for recording and
processing entries material to the financial statements.

Condition: During the course of our engagement, we proposed material audit adjustments that would not have
been identified as a result of the City's existing internal controls, and therefore could have resulted in a material
misstatement of the City’s financial statements,

Couse: The City does not have an internal control system designed to identify all necessary adjustments.

Effect: This control deficiency could result in a misstatement to the financial statements that would not be
prevented or detected.

Recommendation: A thorough review and reconciliation of accounts in each fund should take place prior to the
beginning of the audit. This review should be done at both the accounting staff and accounting supervisor levels.

Response: The City will make an effort to review and reconcile all accounts in future years,
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City of Dunseith
Schedule of Findings and Responses
Years Ended December 31, 2021, 2020, 2019, and 2018

2021-003 Segregation of Duties
Material Weakness

Criterig: A good system of internal accounting control contemplates an adeguate segregation of duties so that
no one individual handles a transaction from its inception to its completion.

Condition: The City has a lack of segregation of duties in certain areas due to a limited staff,
Couse: The City has limited staff.

Effect: Inadequate segregation of duties could adversely affect the City’s ability to detect fraudulent activity and
potential misstatements in amounts that would be material in relation to the financial statements in a timely
period by employees in the normal course of performing their assigned function.

Recommendation: All accounting functions should be reviewed to determine if additional segregation is feasible
and to improve efficiency and effectiveness of financial management of the City. Additionally, we recommend
that the City Council reviews unopened bank statements prior to the City auditor reconciling them.

Response: At the present time the City has implemented mitigating controls where feasible given its limited
staff. Due to cost constraints, there will be no further administrative employees added.

2021-004 Financial Statement Preparation and Related Footnote Disclosures
Material Weakness

Criteria: A good system of internal accounting control contemplates an adequate system for required financial
statement reporting and disclosures in the notes ta the financial statements,

Condition: The City of Dunseith does not have an internal control system designed to provide for the preparation
of the financial statements and related notes to the financial statements being audited. As auditors, we were
requested to draft the financial statements and the related notes to the financial statements.

Cause: Management has not attended training to enhance their knowledge of financial statement reporting and
disclosures in the notes to the financial statements.

Effect: This could result in material omissions in the financial statements and a lack of required disclosures in the
nates to the financial statements that would not be prevented or detected by management.

Recommendation: It is the responsibility of management and those charged with governance to make the
decision whether to accept the degree of risk associated with this condition because of cost or other

considerations.

Response: Management of the City of Dunseith will assess the risk and make timely recommendations to the
Council on a method to handle the deficiency.
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City of Dunseith
Schedule of Findings and Responses
Years Ended December 31, 2021, 2020, 2019, and 2018

2021-005 Receipts Allocation, Tracking, and Reconciliation
Material Weakness

Criteria: The City should maintain detailed customer records of balances owed, payments applied to balances,
and the allocation of the payments between each fund. They City should also reconcile cash deposits to receipts
recorded.

Condition: The City of Dunseith does not maintain detailed customer payment records for the water, sewer, and
garbage fund payments for the auditor to trace payments for allocation between funds. The City does not keep
records of customer balances owed and payments that have been applied to bills. In addition, the City does not
verify that cash deposited agrees to receipts recorded.

Couse: The City does not have a set accounting record system for recording and tracking customer payments.
The City maintains a manual ledger system for all accounting records; therefore detailed record keeping is not
consistently maintained or as accurate as other methods. The system in place is not maintained for long-term or
detailed purposes.

Effect: This could result in misallocation between funds and potentially result in negative fund balances. It could
result in the City not collecting all payments due to them and could also result in fraudulent activity.

Recommendation: The City should set up and maintain customer payment records for easy recall of non-
payment, allocation of payment to receipts source, and receipt batch. The system set up by the City can be
either a manual or computerized tracking system, as long as the information obtained can be traced back to
what is recorded in the general ledger.

Response: The City is in the process of installing remote read water meters, and is obtaining estimates for a
computer, along with Black Mountain Software.
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City of Dunseith
Schedule of Findings and Responses
Years Ended December 31, 2021, 2020, 2019, and 2018

2021-006 Muodified Cash Basis of Accounting Departures related to Capital Assets and Component Unit
Material Weakness

Criteria: The City should report the capital assets of the City and the Dunseith Community Nursing Home as a
discretely presented component unit.

Candition: The City of Dunseith does not include the capital assets in the governmental activities nor the
business-type activities. Also, the Dunseith Community Nursing Home is not included in the reporting entity

Cause: The City does not have complete records of the capital assets to include the assets and related
depreciation in the financial statements. The City does not receive financial data from the Dunseith Community
MNursing Home and it is not reported as a discretely presented component unit.

Effect: This could result in misreporting of The City's financial statements.

Recommendation: The City should report the government wide and business type capital assets and the City
shiould report the Dunseith Community Nursing Home as a discretely presented component unit.

Response: The City of Dunseith currently will not present the Dunseith Community Nursing Home in the financial

statements. Due to the cost/benefit, the City of Dunseith currently will not track and record capital assets for
financial reporting purposes.
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