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INDEPENDENT AUDITOR'S REPORT

Governing Board
City of Underwood
Underwood, North Dakota

Report on the Audit of Financial Statements
Opinions

We have audited the modified cash basis financial statements of the governmental activities, the
business-type activities, the discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Underwood, as of and for the years ended
December 31, 2021 and 2020, and the related notes to the financial statements, which collectively
comprise the city’'s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective modified cash basis financial position of the governmental activities, the
business-type activities, the discretely presented component units, each major fund, and the
aggregate remaining fund information of the city as of December 31, 2021 and 2020, and the
respective changes in modified cash basis financial position, and where applicable, cash flows thereof
for the years then ended in accordance with modified cash basis of accounting described in Note 1.

Basis for Opinions

We conducted our audits 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, 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 city, 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.

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
opinions are 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 these financial statements in
accordance with the modified cash basis of accounting described in Note 1, and for determining that
the modified cash basis of accounting is an acceptable basis for the preparation of the financial
statements in the circumstances. Management is also responsible for the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the city’'s ability
to continue as a going concern for twelve months beyond the financial statement date, including any
currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Qur 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 one resulting from error,
as fraud may invalve 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 judgement made by a reasonable user
based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
s Exercise professional judgement and maintain professional skepticism throughout the audit.

s |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 audits 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 city’'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 judgement, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the city’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

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the city’s basic financial statements. The budgeting comparison information and
the schedules of fund activity arising from cash transactions are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements
or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the budgeting
comparison information and the schedules of fund activity arising from cash transactions are fairly
stated, in all material respects, in relation to the basic financial statements as a whole on the basis of
accounting described in Note 1.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 22,
2022 on our consideration of the city’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is 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 city’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 city's internal control over financial reporting and compliance.

Do omd Mebre—
Rath and Mehrer, P.C.
Bismarck, North Dakota
July 22, 2022



CITY OF UNDERWOOD
Underwood, North Dakota

Statement of Net Position - Modified Cash Basis

December 31, 2021

Primary Government Component Units

Governmental Business-Type Housing Economic
Activities Activities Total Authority  Development
ASSETS:
Cash, Cash Eguivalents and Investments 2.127,558.71 674,642.25 2,B02,200.96 39,564.16 14,009.68
Capital Assets (net of accumulated depreciation):
Buildings and Infrastructure 6,110,827.00 1,371,240.00 7.482,067.00 383,338.00
Machinery and Vehicles 168,491.00 168,491.00
Total Capital Assets 6,279,318.00 1,371,240.00 7,650,558.00 383,338.00
Total Assets 8,406,876.71 2,045,882 25 10,452,758.96 422,902.16 14,009.68
LIABILITIES:
Long-Term Liabilities:
Due Within One Year:
Capital Lease Payable 22,735.73 2273573
General Obligation Bonds Payabie 20,000.00 20,000.00
Special Assessment Bonds Payable 385,000.00 385,000.00
Revenue Bonds Payable 11,048.76
Due After One Year:
Capital Lease Payahle 98.114.27 98,114.27
General Obligation Bonds Payable E0,000.00 80,000.00
Special Assessment Bonds Payable 3,225,000.00 3,225,000.00
Revenue Bonds Payable 378,620.13
Total Liabilities 3,830,850.00 3,830,850.00 389,668.89
NET POSITION:
Met Investment in Capital Assets 2,448 468.00 1,371,240.00 3,819,708.00 (6,330.89)
Restricted for:
Debt Service 417,705.24 417,705.24
Water Pipeline Maintenance and Repair 15,113.44 15,113.44
Water Main Replacement 56,818.45 56,818.45
Water Meter Replacement 91,484.93 91,484.593
Wastewater Replacerment 124,226.99 124,226.99
Special Purposes 966,881.54 966,881.54
Unrestricted 742,971.93 386,998.44 1,129,970.37 39,564.16 14,009.68
Total Net Fosition 4,576,026.71 2,045 BB2.25 6,621,908.96 33,233.27 14,009.68

The accompanying notes are an integral part of these financial statements,
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CITY OF UNDERWOOD
Underwood, North Dakota

Statement of Net Position - Modified Cash Basis
December 31, 2020

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

Primary Government Component Units
Governmental Business-Type Housing Economic
Activities Activities Total Authority  Development
ASSETS:
Cash, Cash Equivalents and Investments 1,929,185.25 625,614.71 2,554 79996 37,355.04 17,483.68
Capital Assets (net of accumulated depreciation):
Buildings and Infrastructure 6,403,308.00 1,411,082.00 7,814,390.00 391,671.00
Machinery and Vehicles 30,872.00 30,872.00
Total Capital Assets 6,434,180.00 1,411,082 00 7,845,262.00 391,671.00
Total Assets B,363,365.25 2,036,696.71 10,400,061.96 429,026.04 17,483.68
LIABILITIES:
Long-Term Liahilities:
Due Within One Year:
General Obligation Bonds Payable 15,000.00 15,000.00
Special Assessment Bonds Payable 395,000.00 395,000.00
Revenue Bonds Payable 10,510.99
Due After One Year:
General Obligation Bonds Payable 100,000.00 100,000.00
Specizl Assessment Bonds Payable 3,610,000.00 3,610,000.00
Revenue Bonds Payable 389,668.89
Total Liabilities 4,120,000.00 4,120,000.00 400,179.88
MNET POSITION:
Met Investment in Capital Assets 2,314,180.00 1,411,082.00 3,725,262.00 (8,508.88)
Restricted for:
Debt Service 430,854.60 430,954.60
Water Pipeline Maintenance and Repair 15,112.81 15,112.81
Water Main Replacement 46,866.57 46,866.57
Water Meter Replacement 74.898.83 74,898 83
Wastewater Replacement 120,778.59 120,778.59
Special Purposes 796,484.45 796,484.45
Unrestricted 701,746.20 367,957.91 1,069,704.11 37.355.04 17,483.68
Total Net Position 4,243,365.25  2,036,696.71 £,280,061.96 28,846.16  17,483.68
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CITY OF UNDERWOOD
Underwood, Morth Dakota
Statement of Net Activities - Modified Cash Basis
December 31, 2021
Met [Expense] Revenue and Change in Net Pasition
Component
Program Revenues _____ Primary Government Units >
Charges for  Operating Grants Governmental  Business-Type Housing Economic
Expenses Services and Contributions Activities Activities Total Authority  Development
Functions/Programs
Primary Governmaent
Gowernmental Activities:
General Government 168,910.39 4972677 (159,183.62) {159,183.62)
Public Safety 25, 2659.80 6,229.00 10,197.53 [69,843.27) (69,843.27)
Streets and Public Works 387,921.43 120,544, 82 (267 376.61) {267,376.61)
Health and Welfare 5,469.00 {5, 469.00) {5,469.00)
Culture and Recreation 62,628.59 3,262.50 (59, 366.08) [59,366.09)
Other 28,242 78 |28.242.78) (28,242, 78]
interest on Long-Term Debt 100,408.75 343.619.10 248,210.35 249,210.35 =
Taotal Governmental Activities B30, 850.74 15955.37 48362395 {340,271.02) _[340.271.02]
Business-Type Activities:
Water 311,516.04 25104345 [60,472.59) 160,472.53)
Sewer 7026177 6798153 {2,280.24) [2,280.24)
Garbage 7355611 70,738.90 {2E17.21) [2.817.21}
Total Business Type Activilies 455,333.92 389,7H3.BE B (65,570.04]  [B5,570.04)
Total Primary Government 1,285,184.66  405,719.65 483,623.595 (340,271.02)  (65,570.04) {405,841.06) o e A R
Component Linits
Housing Autharity 34,111 58 38,220.00 4,108.42
Economic Development 5.039.70 1,564.14 (3.475.56)
General Revenues:
Tanes;
Property taxes; kevied for general purposes 151,822 1% 15182219
Property taxes; levied for special purposes 19,910.26 19,910.26
City sales taxes 24157467 24157467
Coal severance taxes 8620812
Coal conversion taxes 24,212.29
Cigarette taxes 1,792.49 1,792.49
Ol and gas production taxes 24,701,562 24, 701.62
Homestead credit taxes 3,857.12
Intergovernmental revenue not restricted
to specific programs b6, 76594 B, TE5.94
Earnings on investments and other revenue 76,411.78 2175558 98,167.36 278.65 1.56
Gain on trade-in of assets 2E,676.00
Transfers (53,000.00) 53,000.00
Total General Revenues and Transfers 672,932 48 74,75558 604,734.53 27869 1.56
Change in Net Position 332,661.46 9,1B5.54 341,847.00 4,387.11 13,474,001
Mt Position - January 1 4,243.365.25  2,036,696.71 6,280,061.96 2E,846.16  17,483.68
Net Position - December 31 4,576,026.71 204588225 6.621,908.%6 33,233.27 14 009,68

Thee actommpanying notes are an integral part of these financial statemants.




CITY OF UNDERWOOD
Underwood, North Dakota

Statement of Net Activities - Modified Cash Basis
December 31, 2020

net [Expense] Hqunu_e_anl:i Change in Nel Position

Component
Program Revenues o - Primary Governmeant Linits
Charges for  Operating Grants Governmental  Business-Type Housing Economic
Expenses SeErvices and Contributions  Activities Activities __Total Authority  Development
Functions/Programs
Primary Government
Gowernmental Activities:
General Government 16340471 10,162,593 {153, 242.12) {153,242.12)
Pubiic Safety 83,122.68 B,654.00 £5,215.07 [21,253.61) {21,253.61)
Streats and Public Warks 452,597.11 61,06859 (391,528.52) [391,528.52)
Health and Welfars 1,622.24 {1,522.24) 11,522.24)
Culture and Recreation 100,240.91 36.50 4,124 {96,060.30) (96,080.30}
Cther 31,547.21 {31,947.21) (31.347.21)
Interest on Long-Term Debt 109,196.25 317,827.83 208,631.58 208,631 58
Total Governmental Activities 942,031.11 16,853.19 43823550 (4B5942.42) ___{486.942.42)
i -T Activities:
Water 26543030 23729831 (28,131.99) [28.131.59]
Sewer 52,151.99 67,654.91 1550292 15,502.92
Garbage 58,625.19 65,985.23 7.360.04 7.360.08
Total Business-Type Activities  376,207.48  370,538.45 —_— {5, 269.03) [5,269.03}
Total Primary Government 1,318,23859 38779164 438,235.50 [4B5,943.47) _ {5263.03)  (ampiilasyy
Component Units
Housing Authority 33,995.52 38,440.00 4,444 48
Economic Development 4,353 98 12,321.63 7.967 .65
General Revenues:
Tanes:
Property taxes; levied for general purposes 129,748.82 129,748.82
Property taxes; levied for special purposes 18,350.50 18,350.50
City sales taxes 152,622.94 152,622.94
Coal severance taxes B1,95257 81,952.57
Coal conversion taxes 2421571 24,215.71
Cigarette taxes 2,049,313 2/049.33
0il and gas production taxes 16,222.71 16,232.71
Homestead credit tanes 4,026.94 4,026.94
Intergovernmental revenue not restricted
to specific programs 5685938 56,859 38
Earnings on investments and ather revenue 59,548,99 b,844.58 G0,093.67 138.43 1.56
Transfers 7,300.00 {7.300.004
Total General Revenuss and Transfers 653,197 89 (455.32) 652,742.57 138.43 1.56
Change in Net Position 16625547 {5,724.35) 160,531.12 4,582.91 706821
MNet Position - lanuary 1 4,0(-.—&,{1_2_6.&? 2,055,544, 77 6,126,370.84 2308354 951447
Prigr Period Adjustments {Mote 12 10,683.71 (17,523.71) (&,840.00) 117971
Mt Position - January 1, as Restated 4,077,109.78 2,082 42106 6,119,530.84 24, 263.25 9,514.47
Mt Position - December 31 424336525 2,035696.71 6,280,061 .96 28.846.16 17,483.68

The atcompanying notes are an integral part of these financial statements.




ASSETS:

Cash, Cash Equivalents and Investments

FUMD BALANCES:

Restricred for:
Strests and Public Works
Community and Economic Development
Culture and Recreation
Health and Welfare
Emergency Purposes
Fublic Buildings
Debt Service
Other Purposes
Assigned to:
Equipment Replacement

Unassigned

Total Fund Balances

CITY OF UNDERWOOD
Underwood, North Dakota

Balance Sheet - Modified Cash Basis
Governmental Funds
December 31, 2021

Major Funds

Flood Water Other Total
Municipal Special 2016 5treet Gowernmental Gowvernmental

General Highway Sales Tax Assessment  Construction Funds Funds
541,043.84 289,349.47 480,138.09 358 428.44 318,598.87 2,127,558.71
289,349.47 57.700.59 347,050.06
480,138.09 480,138.09
30,766.25 30,766.29
20,239.68 20,239.68
29.579.27 29,579.27
32,453.40 32,453.40
398,428.44 15,276.80 417,705.24
26,654.75 26,654.75
101,528.09 101,928.09
641,043.84 641,043.84
641,043,854 289,345.47 480,138.08 . 398,428.44 318,598.87 2,127,558.71

The accompanying notas are an integral part of these financial statements.



CITY OF UNDERWOOD
Underwood, Narth Dakota

Balance Sheet - Modified Cash Basis
Governmental Funds
December 31, 2020

Major Funds
Flood Water Other Total
Municipal Special 1016 5treset  Governmental Governmental
General Highway Sales Tax Assessment  Construction Funds Funds
ASSETS:
Cash, Cash Equivalents and Investments 626,820.29 264,087.17 403,990.78 394,835.59 239,451.42 1,9291B5.25
FUND BALANCES:
Restricted for:
Streets and Public Works 264,087.17 264,087.17
Community and Economic Development 403,990.78 403,990.78
Culture and Recreation 24 BR9.88 24,889 B&
Health and Welfare 22,031.56 22.031.56
Emergency Purposes 24,147 .92 24,147.92
Public Buitdings 32,290.23 32,290.23
Debt Service 394,835.59 36,119.01 430,954.60
Other Purpases 25,046.93 25,046.93
Assigned to:
Equipment Replacement 74,593591 74,925.91
Unassigned 626,820.29 626,820.29
Total Fund Balances 626,820.29 264,087.17 403,590.78 = 394,835.59 23945142 1,929,185.25

The accompanying notes are an integral part of these financial statements.
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CITY OF UNDERWOOD
Underwood, North Dakota

Reconciliation of Governmental Funds Balance Sheet

to the Statement of Net Position - Modified Cash Basis
Far the Year Ended December 31, 2021

Total Fund Balances for Governmental Funds 2,127,558.71

Total net position reported for governmental activities in the statement of
net position is different because:

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

Cost of Capital Assets 9,029,690.00
Less Accumulated Depreciation {2,750,372.00)
MNet Capital Assets 6,279,318.00

Long-term liabilities applicable to the city's governmental activities are
not due and payable in the current period and accordingly are not
reported as fund liabilities. Long-term liabilities -both current and
long-term- are reported in the statement of net position. Balances at
December 31, 2021 are:

Capital Lease Payable (120,850.00)
General Obligation Bonds Payabie (100,000.00)
Special Assessments Bonds Payable {3,610.000.00)

Total Long-Term Liabilities (3,830,850.00)

Total Net Position of Governmental Activities 4,576,026.71

The accompanying notes are an integral part of these financial statements.
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CITY OF UNDERWOOD
Underwood, Morth Dakota

Reconciliation of Governmental Funds Balance Sheet

to the Statement of Net Position - Modified Cash Basis
For the Year Ended Decernber 31, 2020

Total Fund Balances for Governmental Funds 1,929,185.25

Total net position reported for governmental activities in the statement of
net position is different because:

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

Cost of Capital Assets 8,982,065.00
Less Accumulated Depreciation (2,547 885.00)
Met Capital Assets 6,434,180.00

Long-term liabilities applicable to the city’s governmental activities are
not due and payable in the current period and accordingly are not
reported as fund fabilities. Long-term liabilities -both current and
long-term- are reported in the statement of net position. Balances at
December 31, 2020 are:

General Obligation Bonds Payable (115,000.00)
Special Assessments Bonds Payable (4,005,000.00)
Total Long-Term Liabilities (4,120,000.00)
Total Net Position of Governmental Activities 4,243,365.25

The accompanying notes are an integral part of these financial statements.
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Revenues:
Tanes
Special Assessments
Licenses, Permits and Fees
Intergovernmental
Charges for Services
Fines and Forfeits
Miscellanegus

Total Revenues

Expenditures:
Current:
General Government
Public Safety
Streets and Public Works
Health and Welfare
Culture and Recreation
Other
Debt Service:
Principal
interest and Service Charges
Total Expenditures

Excess [Deficiency) of Revenue
Ower Expendituras

her Financing Sources
Transfers in
Transfers Out

Total Other Financing Sources (Uses)

Met Changes in Fund Balances
Fund Balance - January 1

Fund Balance - December 31

CITY OF UNDERWOOQD

Underwood, North Dakota

Statement of Revenues, Expenditures and Changes in Fund Balances -

Madified Cash Basis
Governmental Funds

For the Year Ended December 31, 2021

The accompanying notes are an integral part of these financial statements.

) Major Funds
Flood Water Other Total
Municipal Special 2016 Street Governmental Governmental
General Highway Sales Tax Assessment Construction Funds Funds
156,163.69 231,012.10 2,583.69 3.637.38 15,910.26 413,307.12
115,281.59 199.,533.55 34,803.56 349.619.10
5,025.00 5,025.00
217,278.95 62,844.23 61,419.25 341,542.43
425177 450.00 4,701.77
6,229.00 b6,223.00
47,376.65 1,523.39 542.73 1.46 2268 16,944.87 76,411.78
436,325.06 64,367.62 231,554.83 117,866.74  203,193.61 143,528.34  1,196,836.20
161,943.39 1,300.00 163,243.39
85,965 80 B5,965.80
20,033.27 39,106.32 3,101.24 102,240.43
3,579.00 1,890.00 5,469.00
2,332.67 34,107.52 13,448.40 49,888.59
28,242.78 28,242.78
345,000.00 65,000.00 410,000.00
- 592.467.50 7,941.25 100,408.75
342,101.51 39,105.32 35,407.52 437,467.50 91,3B0.85 045,462.74
94,723.55 35,262.30 19614731 (31960076 203,193.61 52,14745 25137346
315,600.76 20,000.00 62,509.13 402,109.89
{80,000.00} {120,000.00} {219,600.76) [35.509.13) (455,109.89)
(80,000.00) - {120,000.00) 315,600.76 {199,600.75) 27.000.00 {53,000.00]
1427355  25262.30 76,147.31 3,582 .85 79,147.45 198,373.45
626,820.29 264,087.17 403,990.78 .- 394,835.53 235,451.42 1,929,185.25
641,043 54 289,345.47 480,138.09 - 358,428.44 318,598.87  2,127,558.71
13



Revenues:
Taxes
Special Assessments
Licenses, Permits and Fees
Intergovernmental
Charges for Services
Fines and Forfaits
Miscellanegus

Total Revenues

Expenditures;

Current:
General Government
Public Safety
Streets and Public Works
Health and Walfare
Culture and Recreation
Other

Debt Service:
Principal

Interest and Service Charges

Total Expenditures

Excess (Deficiency) of Revenue

Over Expenditures

Other Financi u 5

Transfers In
Transfers Qut

Total Other Financing Sources (Uses)

Net Changes in Fund Balances

Fund Balance - January 1

Prior Period Adjustments {Mote 12}
Fund Balance - lanuary 1 as Restated

Fund Balance - December 31

CITY OF UNDERWOOD

Underwood, North Dakata

Statement of Revenues, Expenditures and Changes in Fund Balances -
Maodified Cash Basis
Governmental Funds

Major Funds

For the Year Ended December 31, 2020

Flood Water Other Total
Municipal Special 2016 Street  Governmental  Governmental
General Highway Sales Tax Assessment Construction Funds Funds
123,769.69 252.622.94 244801 3,531.12 18,350.50 400,722 26
105,939.77 183,452.69 28,43537 317,827.83
4,845.00 4,845.00
240,022.11 61,068.59 4,643.61 305,734.31
4,788.59 525,00 531359
6,654.00 36.60 6,690.60
25,342.19 1,525.85 792.64 2,929.03 42.55 29,216.73 55,B48.93
405,425.58 62,504 44 25341558 111,316.81 187,026.36 £81,207.81  1,10098658
14548771 12,250.00 157.737.71
82,822 68 82 B33 68
82,773.13 71,080.97 1544401 169,288.11
1,522.24 1,522.24
5,397.67 53,155.68 18,947.56 87,500.91
31,947.21 31,947.21
345,000.00 65,000.00 410,000.00
~ o 95,442.50 9,753.75 109,196.25
349,550.64 71,080.97 75,405.68 44444250 * 109.145.32 1,050,025.11
55,474.94 (8.48553)  173009.50 (333,125.69) 187,026.36 (27,937.51) 50,561.47
37,000.00 7.300.00 322.731.72 20,000.00 7198672 #4539,018.44
{80,000.00) (120,000.00] {222,731.72) (28,986.72]  (451,718.44]
{43,000.00) 7,300.00 (120,000.00)  332,731.72 {202,731.72) 4100000  7,300.00
12,474.94 (1,186.53] 58,009.90 [10,393.97) {15,705.36) 15,062.49 58, 261.47
655,088.13 256,425.54 471,854.45 1,413.48 397,149.52 218,145.90  1,950,881.07
_ [41,542.83) B.848.16 {75,873.57) 5,980.49 13,391.43 6,239.03 [79.557.29)
614,345.3% 265,273.70 345,980.88 10,393.97 410,540.95 224,3B8.53 1,B70,923.78
B26,820.29 264,087.17 403,590.78 394,835.59 235,451.42 1,929,185.25

The accompanying notes are an integral part of these financial statements.
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CITY OF UNDERWOOD
Underwood, North Dakota

Reconciliation of Governmental Funds Statement of Revenues, Expenditures and
Changes in Fund Balances to the Statement of Activities - Modified Cash Basis
For the Year Ended December 31, 2021

Net Change in Fund Balances - Total Governmental Funds 198,373.46

The change in net position reported for governmental activities in the statement
of activities is different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
depreciation exceeded capital outlay in the current year.

Current Year Capital Outlay -
Current Year Depreciation Expense (304,388.00) (304,388.00)

The proceeds of debt issuances are reported as financing sources in governmental
funds and thus contribute to the change in fund balance. In the statement of net
position, issuing debt increases long-term liabilities and does not affect the
statement of activities, Repayment of debt principal is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities in the
statement of net position. This is the amount by which repayment of debt
exceeded debt proceeds.

Debt Proceeds -
Repayment of Debt 410,000.00 410,000.00

In the statement of activities, only the gain on the trade-in/disposal of capital

assets is reported, whereas in the governmental funds, the result of this

transaction has no effect on financial resources. Thus, the net effect of

transactions (i.e., sales, trade-ins) is to increase net position. 28,676.00

Change in Net Position of Governmental Activities 332,661.46

The accompanying notes are an integral part of these financial statements.
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CITY OF UNDERWOOD
Underwood, North Dakota

Reconciliation of Governmental Funds Statement of Revenues, Expenditures and
Changes in Fund Balances to the Statement of Activities - Modified Cash Basis
For the Year Ended December 31, 2020

Net Change in Fund Balances - Total Governmental Funds 58,261.47

The change in net position reported for governmental activities in the statement
of activities is different because:

Governmental funds report capital cutlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense, This is the amount by which
depreciation exceeded capital outlay in the current year.

Current Year Capital Outlay =
Current Year Depreciation Expense (302,006.00) (302,006.00)

The proceeds of debt issuances are reported as financing sources in governmental
funds and thus contribute to the change in fund balance. In the statement of net
position, issuing debt increases long-term liabilities and does not affect the
statement of activities. Repayment of debt principal is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities in the
statement of net position. This is the amount by which repayment of debt
exceeded debt proceeds.

Debt Proceeds -
Repayment of Debt 410,000.00 410,000.00
Change in Net Position of Governmental Activities 166,255.47

——

The accompanying notes are an integral part of these financial statements.
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CITY OF UNDERWOQOD
Underwood, North Dakota

Statement of Net Position - Modified Cash Basis
Proprietary Funds
December 31, 2021

Major Enterprise Funds

Total
Enterprise
Water Sewer Garbage Fund
ASSETS
Current Assets:
Cash and Cash Equivalents 409,358.13 245,610.78 19,673.24 674,642.25
MNoncurrent Assets:
Capital Assets (net of accumulated
depreciation):

Buildings and Infrastructure 1,342,685.00 28,545.00 1,371,240.00
Total Assets 1,752,053.13 274,155.78 19,673.34  2,045,882.25
NET POSITION

Net Investment in Capital Assets 1,342,695.00 28.545.00 1,371,240.00
Restricted for:

Water Pipeline Maintenance and Repair 15,113.44 15,113.44

Water Main Replacement 56,818.45 56,818.45

Water Meter Replacement 91,484.93 91,48493

Wastewater Replacement 124,226.99 124,226.9%

Unrestricted 245,941.31 121,383.79 19,673.34 386,998.44
Total Net Position 1,752,053.13 274,155.78 19.673.34  2,045,882.25

The accompanying notes are an integral part of these financial statements.
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CITY OF UNDERWOOD
Underwood, North Dakota

Statement of Net Position - Modified Cash Basis
Proprietary Funds
December 31, 2020

Major Enterprise Funds

Total
Enterprise
Water Sewer Garbage Fund
ASSETS
Current Assets:
Cash and Cash Equivalents 360,099.34 245,474.36 20,041.01 625,614.71
Noncurrent Assets:
Capital Assets [net of accumulated
depreciation):

Buildings and Infrastructure 1,381,672.00 29,410.00 1,411,082.00
Total Assets 1,741,771.34 274,884.36 20,041.01 2,036,696.71
NET POSITION

Net Investment in Capital Assets 1,381,672.00 29,410.00 1,411,082.00
Restricted for:

Water Pipeline Maintenance and Repair 15,112.81 15,112.81

Water Main Replacement 46,866.57 46,866.57

Water Meter Replacement 74 898.83 74,898.83

Wastewater Replacement 120,778.59 120,778.59

Unrestricted 223,221.13 124,695.77 20,041.01 367,957.91
Total Net Position 1,741,771.34 274,884.36 20,041.01 2,036,6596.71

The accompanying notes are an integral part of these financial statements.
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CITY OF UNDERWOOD
Underwood, North Dakota

Statement of Revenues, Expenses and Changes in Fund Net Position - Modified Cash Basis

Proprietary Funds
For the Year Ended December 31, 2021

Major Enterprise Funds

Total
Enterprise
Water Sewer Garbage Fund
Operating Revenues:
Charges for Sales and Services:
Water Charges 224,497 60 224,497.60
Surcharges 26,545.85 26,545.85
Sewer Charges 67,981.53 67,981.53
Garbage Charges 70,728.90 70,738.90
Total Operating Revenues 251,043.45 67,981.53 70,738.90 389,763.88
Operating Expenses:
Salaries 47,366.48 29,047.31 76,413.79
Health Insurance 8,603.55 5,823.53 14,427.08
FICA 1,726.50 1,152.25 2,878.75
Electricity 7,146.34 2,397.08 9,543.42
MNatural Gas 639.26 639.26
Garbage 71,994.20 71,994.20
Computer Billing 1,289.13 1,295.83 1,292.66 3,877.62
Telephone 765.70 272.80 23.17 1,061.67
Gas and Oil 1,750.33 1,773.00 3,523.33
Water Purchase 120,572.19 120,572.19
Chemical Supplies 5,228.59 5,228.59
Operation, Repairs and Maintenance 69,868.73 21,547.39 91,416.12
Miscellaneous 12,810.83 85899 246.08 13,915.90
Depreciation 38,977.00 865.00 39,842.00
Total Operating Expenses 311,516.04 70,261.77 73,556.11 455,333.92
Operating Income (Loss) (60,472.59) (2,280.24) (2,817.21) (65,570.04)
MNon-Operating Revenues:
Interest income 1,009.71 379.90 0.62 1,390.23
Miscellaneous Revenues 16,744.67 1,171.76 2,443.92 20,365.35
Total Non-Operating Revenues 17,754.38 1,551.66 2,449.54 21,755.58
Income Before Transfers (42,718.21) {728.58) (367.67) (43,814.46)
Transfers In 53,000.00 3,000.00 56,000.00
Transfers Out (3,000.00) (3,000.00)
Changes in Net Position 10,281.79 {728.58) (367.67) 9,185.54
Met Position - January 1 1,741,771.34 274,884 .36 20,041.01 2,036,696.71
MNet Position - December 31 1,752,053.13 274,155.78 19,673.34 2,045,882.25

The accompanying notes are an integral part of these financial statements.
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CITY OF UNDERWOOD
Underwood, North Dakota
Statement of Revenues, Expenses and Changes in Fund Net Position - Modified Cash Basis
Proprietary Funds
For the Year Ended December 31, 2020
Major Enterprise Funds
Total
Enterprise
Water Sewer Garbage Fund

Operating Revenues:
Charges for Sales and Services:

Water Charges 210,940.36 210,940.36

Surcharges 26,357.95 26,357.95

Sewer Charges 67,654.91 67,654.91

Garbage Charges 65,985.23 65,985.23
Total Operating Revenues 237,298.31 67,654.91 65,985.23 370,938.45
Operating Expenses:

Salaries 35,510.21 22,821.00 59,331.31

Health Insurance 13,873.58 8,184.41 22,057.99

FICA 3,103.83 2,013.79 5.117.62

Engineering 6,006.66 6,006.66

Electricity 6,122.41 2,530.74 8,653.15

MNatural Gas 563.27 563.27

Garbage 56,875.75 56,875.75

Computer Billing 1,749.21 1,749.26 1,749.44 5247891

Telephone 685.61 204.30 88991

Gas and Oil 1,080.87 1,143.04 2,232.91

Water Purchase 123,648.64 123,648.64

Publishing and Printing 248.27 248.27

Chemical Supplies 7,406.16 7,406.16

Operation, Repairs and Maintenance 27,038 84 4,808.80 31,847.64

Miscellaneous 5,812 80 425.49 6,238.29

Depreciation 38,977.00 865.00 39,842.00
Total Operating Expenses 265,430.30 52,151.99 58,625.19 376,207.48
Operating Income [Loss) (28,131.99) 15,502.92 7,360.04 (5,269.03)
Mon-Operating Revenues:

Interest Income 1,285.79 472.70 1.38 1,763.87

Miscellaneous Revenues 1,591.49 961.11 2,528.21 5,080.81
Total Non-Operating Revenues 2,881.28 1,433.81 2,529.59 6,844.68
Income Before Transfers (25,250.71) 16,936.73 9,8859.63 1,575.65

Transfers In 3,000.00 3,000.00

Transfers Out (32,000.00) (7,200.00) {10,300.00)
Changes in Net Position (25,250.71) 16,936.73 2,589.63 (5,724.35)
Met Position - January 1 1,776,347.68 267,476.72 16,120.37 2,059,944.77
Prior Period Adjustment (Note 12) (9,325.63) (9,529.09) 1,331.01 (17,523.71)
Net Position - January 1, as Restated 1,767,022.05 257,947.63 17,451.38 2,042,421 06
Met Position - December 31 1,741,771.34 274,884 .36 20,041.01 2,036,696.71

The accompanying notes are an integral part of these financial statements.
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CITY OF UNDERWOOD
Underwood, North Dakota

Statement of Cash Flows - Modified Cash Basis

Proprietary Funds
For the Year ended December 31, 2021

Major Enterprise Funds

Total
Enterprise
Water Sewer Garbage Funds
Cash flows from operating activities:

Receipts from customers 251,043.45 67,981.53 70,738.90 389,763.88

Payments to suppliers (214,842.51) (33,373.68) (73,556.11) (321,772.30)

Payments to employees (57,696.53)  (36,023.09) (93,719.62)
Met cash provided (used) by operating activities (21,495.59) (1,415.24) (2,817.21) (25,728.04)
Cash flows from noncapital financing activities:

Miscellaneous receipts 16,744.67 1,171.76 2,448.92 20,365.35

Transfers in 53,000.00 3,000.00 56,000.00

Transfers Out (3,000.00) (3,000.00)
Net cash provided by (used in) noncapital

financing activities 69,744.67 1,171.76 2,448.92 73,365.35
Cash flows from investing activities:

Interest income 1,009.71 379.90 0.62 1,390.23
Met increase in cash and cash equivalents 49,258.79 136.42 (267.67) 49,027.54
Cash and cash equivalents, January 1 360,099.34 245.474.36 20,041.01 625,614.71
Cash and cash equivalents, December 31 409,358.13 245,610.78 19,673.34 674,642.25

Reconciliation of Operating Income to Net

Cash Provided (used) by Operating Activities:
Operating income (loss) (60,472.59) (2,280.24) (2,817.21) (65,570.04)
Adjustments to reconcile gperating income to
net cash provided (used) by operating activities:

Depreciation expense 38,977.00 865.00 = 39,842.00
Met cash provided (used) by operating activities (21,495.59) (1,415.24) (2,817.21) (25,728.04)

The accompanying notes are an integral part of these financial statements.
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CITY OF UNDERWOOD

Underwood, North Dakota

Statement of Cash Flows - Modified Cash Basis

Proprietary Funds

For the Year ended December 31, 2020

Cash flows from operating activities:
Receipts from customers
Payments to suppliers
Payments to employees

Met cash provided (used) by operating activities

Cash flows from noncapital financing activities:
Miscellaneous receipts
Transfers In
Transfers Out

Net cash provided by (used in) noncapital
financing activities

Cash flows from investing activities:
Interest income

Met increase in cash and cash equivalents

Cash and cash equivalents, January 1

Prior period adjustment (Note 12}

Cash and cash equivalents, January 1, as restated

Cash and cash equivalents, December 31

Reconciliation of Operating Income to Net
Cash Provided (used) by Operating Activities:

Operating income (loss)

Adjustments to reconcile operating income to
net cash provided (used) by operating activities:

Depreciation expense

Net cash provided (used) by operating activities

The accompanying notes are an integral part of these financial statements.

Major Enterprise Funds

Total
Enterprise
Water Sewer Garbage Funds
237,298.31 67,654.91 65,985.23 370,938.45
{172,965.58) (18,267.79) (58,625.19) (249,858.56)
(53,487.72) (33,0159.20) (86,506.92)
10,845.01 16,367.92 7.360.04 34,572.97
1,591.49 961.11 2,528.21 5,080.81
3,000.00 3,000.00
(3,000.00) (7,300.00) (10,300.00)
1,591.49 961.11 (4,771.79) (2,219.19)
1,289.79 472.70 1.38 1,763.87
13,726.29 17,801.73 2,589.63 34,117.65
355,698.68 237,201.72 16,120.37 609,020.77
(9,325.63) (9,529.09) 1,331.01 (17,523.71)
346,373.05 227,672.63 17,451.38 591,497.06
360,099.34 245,474.36 20,041.01 625,614.71
(28,131.99) 15,502.92 7.360.04 (5,269.03)
38,977.00 865.00 - 39,842.00
10,845.01 16,367.92 7.360.04 34,572.97
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CITY OF UNDERWOOD
Underwood, North Dakota

Statement of Fiduciary Net Position

Modified Cash Basis - Fiduciary Fund
December 31, 2021 and 2020

Custodial Fund

2021 2020
Assets:
Cash and Investments 119,911.93 119,911.13
Liabilities:
Due to Other Governments 119,911.93 119,911.13

The accompanying notes are an integral part of these financial statements.
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CITY OF UNDERWOOD
Underwood, North Dakota

Statement of Changes in Fiduciary Net Position

Modified Cash Basis - Fiduciary Fund
December 31, 2021 and 2020

Custodial Fund

2021 2020
Additions: - -
Deductions: - 2
MNet Position - January 1 119,911.93 119,911.13
Net Position - December 31 119,911.93 119,911.13

The accompanying notes are an integral part of these financial statements.
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MNote 1

CITY OF UNDERWOOD
Underwood, North Dakota

Motes to the Financial Statements
December 31, 2021 and 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Underwood operates under a city council form of government. The financial statements of the city
have been prepared on a modified cash basis, which is a basis of accounting other than accounting principles
generally accepted in the United States of America (GAAP) as applied to government units. The Government
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.

A. Financial Reporting Entity

The accompanying financial statements present the activities of 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 Government Accounting Standards Board has set farth criteria
to be considered in determining financial accountability. These criteria include appointing a voting majority of
an organization's governing body and (1) the ability of the city to impose its will on that organization or (2) the
potential for the organization to provide specific financial benefits to, or impose specific financial burdens on
the city.

Based on these criteria, the component units discussed below are included within the city’s reporting entity
because of the significance of their operational or financial relationship with the city.

Discretely presented component units: The component units’ columns in the basic financial statements
include the financial data of the city’s two component units. These units are reported in separate columns to
emphasize that they are legally separate from the city.

Underwood Housing Authority: The Underwood Housing Authority's governing board is appointed by the
city’s governing board. The housing authority has the authority to issue its own debt.

Underwood Area Economic Development Authority: The Underwood Area Economic Development
Authority’s governing board is not appointed by the city’s governing board. However, the city commission
approves the UAEDC's annual budget and thus determines the amount of funding the city will provide to
UAEDC from the city's sales tax.

The financial statements of the discretely presented component units are presented in the basic financial
statements.

B. Basis of Presentation

Government-wide Financial Statements: The statement of net position and the statement of activities display
information about the primary government, the City of Underwood and its component units. These statements
include the financial activities of the overall government, except for fiduciary activities. Eliminations have been
made to minimize the double-counting of internal activities. These statements distinguish between the
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governmental and business-type activities of the city. Governmental activities generally are financed through
taxes, intergovernmental revenues, and other nonexchange transactions. Business-type activities are financed
in whole or in part by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and program revenues for each
function of the city’s governmental activities. Direct expenses are those that are specifically associated with a
program or function and, therefore, are clearly identifiable to a particular function. Program revenues include
(a) fees and charges paid by the recipients of goods or services offered by the programs and (b) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues, including all taxes, are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about the city’s funds including
its fiduciary funds. Separate statements for each fund category — governmental, proprietary and fiduciary — are
presented. The emphasis of fund financial statements is on major governmental and enterprise funds, each
displayed in a separate column. All remaining governmental and enterprise funds are aggregated and reported
as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party receives
and gives up essentially equal values. Nonoperating revenues, such as subsidies and investments earnings,
result from nonexchange transactions or ancillary activities.

The city reports the following major governmental funds:

General Fund. This is the city’s primary operating fund. It accounts for all financial resources of the general
government, except those required to be accounted for in another fund.

Municipal Highway. This fund accounts for the accumulation of the highway tax distribution to be used for
street repairs and maintenance.

Sales Tax: This fund accounts for the accumulation of sales tax to be used for the purpose of community and
economic development for the city and on third of collections paid to the Underwood Park District.

Flood Water Special Assessments. This fund accounts for the accumulation of resources to be used for the
payment of long-term debt principal and interest related to the Refunding Improvement Bonds of 2016.

2016 Street Construction. This fund accounts for the accumulation of resources to be used for the payment of
long-term debt and principal. The city transfers a portion of these funds to the Flood Water Special
Assessments Fund to help pay the debt service related to the Refunding improvement Bonds of 2016.

The city reports the following major enterprise funds:

Water. This fund accounts for the activities of the city’s water distribution system.

Sewer. This fund accounts for the activities of the city's sewer collection system.

The city reports the following type of fiduciary fund:

Custodial Fund: This fund accounts for assets held by the city in a custodial capacity as an agent on behalf of
others. The city’s custodial fund is used to account for various deposits of other governments.
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C. Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe “how” transactions are recorded within the various financial
statements. Basis of accounting refers to “when” transactions are recorded regardless of the measurement
focus applied.

Measurement Focus

In the government-wide Statement of Net Position and the Statement of Activities, both governmental and
business-like activities are presented using the economic resources measurement focus, within the limitations
of the modified cash basis of accounting, as defined in item b below.

In the fund financial statements, the "current financial resources” measurement focus or the “economic
resources” measurement focus, as applied to the modified cash basis of accounting, is used as appropriate:

a. All governmental funds utilize a “current financial resources” measurement focus. Only current financial
assets and liabilities are generally included on their balance sheets. Their operating statements present
sources and uses of available spendable financial resources during a given period. These funds use fund
balance as their measure of available spendable financial resources at the end of the period.

b. The proprietary fund utilizes an “economic resources” measurement focus. The accounting objectives of
this measurement focus are the determination of operating income, changes in net position (or cost
recovery), financial position and cash flows. All assets and liabilities (whether current or noncurrent,
financial or nonfinancial) associated with their activities are reported. Proprietary fund equity is classified
as net position.

Basis of Accounting

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

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

If the city utilized the basis of accounting recognized as generally accepted, the fund financial statements for
governmental funds would use the madified accrual basis of accounting, while the fund financial statements for

proprietary fund types would use the accrual basis of accounting. All government-wide financials would be
presented on the accrual basis of accounting.

D. Cash, Cash Equivalents and Investments

Cash and cash equivalents include amounts in demand deposits, money market accounts and highly liguid short-
term investments with original maturities of three months or less.

Investments consist of certificates of deposit stated at cost.
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E. Capital Assets

Capital assets include plant and equipment, Assets are reported in the governmental activities column and the
business-type activities column in the government-wide financial statements. Assets are also reported in the
proprietary fund statements. Capital assets are defined by the city as assets with an initial, individual cost of
$5,000 or more. Such assets are recorded at cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend assets lives are not
capitalized. Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase of capital assets is not capitalized.

Capital assets are depreciated using the straight-line method over the following estimated useful lives:

Buildings and Infrastructure 20to 75 years
Machinery and Vehicles 10to 20 Years

F. Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported as
liabilities in the governmental activities statement of net position. Bond premiums, discounts and issuance
costs are recognized in the current period since the amounts are not material.

In the fund financial statements, governmental fund types recognize bond premiums, discounts and issuance
costs in the current period. The face amount of the debt is reported as other financing sources. Premiums
received on debt issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses. Issuance costs are reported as debt service expenditures.

G. Fund Equity

Fund equity at the governmental fund financial reporting level is classified as “fund balance”. Fund equity for
all other reporting is classified as “net position”.

Fund Balance — Generally, fund balance represents the difference between the current assets and current
liabilities. In the fund financial statements, governmental funds report fund classifications that comprise a
hierarchy based primarily on the extent to which the city is bound to honor constraints on the specific purposes
for which amounts in those funds can be spent. Fund balances are classified as follows:

Nonspendable — Fund balances are reported as nonspendable when amounts cannot be spent because
they are either {a) not in spendable form (i.e., items that are not expected to be converted to cash
such as inventories or prepaid expenses) or (b) legally or contractually required to be maintained intact
(i.e., endowment funds).

Restricted — Fund balances are reported as restricted when there are limitations imposed on their use
gither through the enabling legislation adopted by the city or through external restrictions imposed by
creditors, grantors, contributors, or laws or regulations of other governments (i.e., funds restricted by
state statute, unspent bond proceeds, grants earned but not spent, debt covenants or taxes raised for
a specific purpose).
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Note 2

Committed — Fund balances are reported as committed when they can be used only for specific
purposes pursuant to constraints imposed by formal action of the city council through the adoption of
a resolution. The city council also may modify or rescind the commitment.

Assigned — Fund balances are reported as assigned when amounts are constrained by the city’s intent
to be used for specific purposes, but are neither restricted nor committed.

Unassigned — Fund balances are reported as unassigned as the residual amount when the balances do
not meet any of the above criterion. The city reports positive unassigned fund balance only in the
general fund. Negative fund balances may be reported in all funds.

Flow Assumptions — When both restricted and unrestricted amounts of fund balance are available for use for
expenditures incurred, it is the city’s policy to use restricted amounts first and then unrestricted amounts as
they are needed. For unrestricted amounts of fund balance, it is the city’s policy to use fund balance in the
following order:

* Committed

s Assigned

* lnassigned

Net Position — Net position represents the difference between assets and liabilities. Net investment in capital
assets consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any
borrowing used (i.e., the amount that the city has not spent) for the acquisition, construction or improvement
of those assets. Net position is reported as restricted as described in the fund balance section above. All other
net position is reported as unrestricted.

H. Interfund Transactions

In the governmental and proprietary fund statements, transactions that constitute reimbursements to a fund for
expenditures initially made from it that are properly applicable to another fund, are recorded as expenditures in the
reimbursing fund and as reductions of expenditures in the fund that is reimbursed.

All other interfund transactions, except reimbursements, are reported as transfers.

In the government-wide financial statements, interfund transactions have been eliminated.

. Use of Estimates

The preparation of financial statements in conformity with the special purpose framework (S5PF) used by the city
requires management to make estimates and assumptions that affect certain reported amounts and disclosures
{such as estimated useful lives in determining depreciation expense); accordingly, actual results could differ from
those estimates.

DEPOSITS AND INVESTMENTS

In accordance with North Dakota Statutes, the city maintains deposits at the 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,
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Mote 3

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
the State of North Dakota, its boards, agencies or instrumentalities or by any county, city, township, school
district, park district or any other political subdivision of the State of North Dakota, whether payable from
special revenues or supported by the full faith and credit of the issuing body and bonds issued by another state
of the United States or other securities approved by the banking board.

At December 31, 2021 the city’s carrying amount of deposits was 52,922,112 and the bank balance was $2,875,045.
Of the bank balance, $250,000 was covered by Federal Depository Insurance. The remaining balance of 52,625,045
was collateralized with securities held by the pledging financial institution’s agent in the government’s name.,

At December 31, 2020 the city’s carrying amount of deposits was 52,674,711 and the bank balance was 52,598,329,
Of the bank balance, $250,000 was covered by Federal Depository Insurance. The remaining balance of 52,348,329
was collateralized with securities held by the pledging financial institution’s agent in the government’s name.
Credit Risk

The city may invest idle funds as authorized in North Dakota Statutes, as follows:

{1} 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.

(2) Securities sold under agreements to repurchase written by a financial institution in which the underlying
securities for the agreement to repurchase are of the type listed above,

(3] Certificates of deposit fully insured by the federal deposit insurance corporation.
{4) Obligations of the State.

At December 31, 2021, the city held certificates of deposit in the amount of 51,271,500, which are all considered
deposits.

At December 31, 2020, the city held certificates of deposit in the amount of 51,260,300, which are all considered
deposits.

Concentration of Credit Risk

The city does not have a limit on the amount the city may invest in any one issuer.

PROPERTY TAXES

The county treasurer acts as an agent to collect property taxes levied in the county for all taxing authorities. Any
material tax collections are distributed after the end of each month.

Property taxes are levied as of January 1. The property taxes attach as an enforceable lien on the property on January
1 and may be paid in two installments. The first instaliment includes one-half of the real estate taxes

and all the special assessments and the second installment is the balance of the real estate taxes. The first
installment is due by March 1 and the second installment is due by October 15. A 5% discount on property taxes is
allowed if all taxes and special assessments are paid by February 15. After the due dates, the bill becomes delinquent
and penalties are assessed.
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MNote 4

Most property owners choose to pay property taxes and special assessments in a single payment on or before
February 15 and receive the discount on the property taxes.

CAPITAL ASSETS

The following is a summary of changes in capital assets for the city of Underwood for the years ended

December 31;

December 31, 2021

Governmental Activities:
Capital assets being depreciated:

Buildings and Infrastructure
Machinery and Vehicles

Total
Less accurnulated depreciation for;

Buildings and Infrastructure
Machinery and Vehicles

Total

Governmental Activities
Capital Assets, Net

December 31, 2020

Governmental Activities:
Capital assets being depreciated:

Buildings and Infrastructure
Machinery and Vehicles

Total
Less accumulated depreciation for:

Buildings and Infrastructure
Machinery and Vehicles

Total

Governmental Activities
Capital Assets, Net

Balance Balance
January 1 Increases Decreases December 31
8,669,160 8,669,160
312,905 160,850 113,225 360,530
8,982,065 160,850 113,225 9,029,690
2,265,852 292,481 2,558,333
282,033 11,907 101,901 192,039
2,547,885 304,388 101,501 2,750,372
6,434,180 (143,538) 11,324 6,279,318
Balance Balance
January 1 Increases Decreases December 31
8,669,160 8,669,160
312,905 312,905
8,982,065 8,982,065
1,973,371 292,481 2,265,852
272,508 9,525 282,033
2,245,879 302,006 2,547,885
6,736,186 (302,006) 6,434,180
11



December 31, 2021 Balance Balance
lanuary 1 Increases Decreases December 31

Business-type Activities:
Capital assets being depreciated:

Buildings and Infrastructure 2,033,750 2,033,750

Machinery and Vehicles 26,065 26,055
Total 2,059,805 - - 2,059,805
Less accumulated depreciation for:

Buildings and Infrastructure 622,668 39,842 662,510

Machinery and Vehicles 26,055 26,055
Total 648,723 39,842 = 688,565
Business-Type Activities

Capital Assets, Net 1,411,082 (35,842) = 1,371,240
December 31, 2020 Balance Balance

January 1 Increases Decreases December 31

Business-type Activities:
Capital assets being depreciated:

Buildings and Infrastructure 2,033,750 2,033,750

Machinery and Vehicles 26,055 26,055
Total 2,055,805 — 2,059,805
Less accumulated depreciation for:

Buildings and Infrastructure 582,826 39,842 622,668

Machinery and Vehicles 26,055 26,055
Total 608 2881 35,842 = 648,723
Business-Type Activities

Capital Assets, Net 1,450,924 (39,842) = 1,411,082

Depreciation expense was charged to functions/programs of the city as follows for the years ended December

a1:

Governmental Activities: 2021 2020
General Government 5,667 5,667
Public Safety 300 300
Streets and Public Works 285,681 283,299
Culture and Recreation 12,740 12,740

Total 304,388 302,006

Business-type Activities:

Water 38,977 38,977
Sewer 865 865
Total 39,842 39,842
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Discretely Presented Component Unit:

The following is a schedule of changes in the capital assets for the discretely presented component unit for the
years ended December 31:

December 31, 2021 Balance Balance
January 1 Increases Decreases December 31

Capital assets being depreciated:

Buildings and Infrastructure 500,000 500,000

Less accumulated depreciation for:

Buildings and Infrastructure 108,329 8,333 116,662
Capital Assets, Net 391,671 (8,333) - 383,338
December 31, 2020 Balance Balance

January 1 Increases Decreases December 31

Capital assets being depreciated:

Buildings and Infrastructure 500,000 500,000

Less accumulated depreciation for:

Buildings and Infrastructure 99,996 8,333 108,329

Capital Assets, Net 400,004 (8,333) - 391,671

Depreciation expense was charged to functions/programs of the Housing Autharity as follows for the years
ended December 31:

Discretely Presented Component Unit: 2021 2020
Housing Authority 8,333 8,333

Mote 5 CAPITAL LEASE PAYABLE

The city has entered into the following lease agreement:

5120,850 lease-purchase of a John Deere 544K Wheel Loader
due in annual installments of 526,436.09 through lune 21,
2026; payments include interest at 3.02% 120,850.00
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This lease agreement qualifies as a capital lease for accounting purposes (title transfers at the end of the lease
term). The following is a schedule of the future minimum lease payments under this capital lease, and the net
present value of the minimum lease payments at December 31, 2021:

Year Ending
December 31 Principal
2022 26,436.09
2023 26,436.09
2024 26,436.09
2025 26,436.09
2026 26,436.09
Total minimum lease payments 132,180.45
Less: amount representing interest (11,330.45)
Present value of future minimum
lease payments 120,850.00

Mote & LONG-TERM DEBT

Changes in Long-Term Liabilities. During the years ended December 31, 2021 and 2020, the following changes
occurred in liabilities reported in the long-term liabilities — Governmental Activities:

Capital Lease Payable

General Obligation Bonds
Special Assessment Bonds

Total

General Obligation Bonds
Special Assessment Bonds

Total

2021
Balance Balance Due Within
January 1 Increases Decreases December 31 One Year
120,850 120,850 22,736
115,000 15,000 100,000 20,000
4,005,000 395,000 3,610,000 385,000
4,120,000 120,850 410,000 3,830,850 427,736
2020
Balance Balance Due Within
January 1 Increases Decreases December 31 One Year
130,000 15,000 115,000 15,000
4,400,000 395,000 4,005,000 395,000
4,530,000 - 410,000 4,120,000 410,000

Outstanding debt at December 31, 2021 consists of the following:

Governmental Activities

General Obligation Debt. General obligation debt is a direct obligation and pledges the full faith and credit of

the government. General obligation debt outstanding at December 31, 2021 is as follows:

General Obligation Bonds. The city has issued general obligation bonds to provide funds for the

construction/renovation of the city’s swimming pool. General obligation bonds outstanding at December 31,
2021 are as follows:




5280,000 General Obligation Swimming Pool Bonds of 2007 due
in annual installments of $15,000 to $20,000 through May 1, 2026;
interest is at 4.25%. 100,000.00

The annual requirements to amortize the outstanding general obligation bond debt are as follows:

Year Ending

December 31 Principal Interest
2022 20,000.00 3,825.00
2023 20,000.00 2,975.00
2024 20,000.00 2,125.00
2025 20,000.00 1,275.00
2026 20,000.00 425.00
Total 100,000.00 10,625.00

Special Assessment Debt. The city has issued special assessment bonds to provide funds for various
improvement projects. Special assessment bonds outstanding at December 31, 2021 are as follows:

5515,000 Retunding Improvement Bonds ot 2016, due in annual
installments of 540,000 to 570,000 through May 1, 2022; interest
isat 1.1% to 2.05%. 40,000.00

55,100,000 Refunding Improvement Bonds of 2016, due in annual
installments of $150,000 to $345,000 through May 1, 2032; interest
isat 1.1% to 3%. 3,570,000.00

Total 3,610,000.00

The annual requirements to amortize the outstanding special assessment bond debt are as follows:

Year Ending
December 31 Principal Interest
2022 385,000.00 84,957.50
2023 345,000.00 78,251.25
2024 345,000.00 72,300.00
2025 345,000.00 65,917.50
2026 340,000.00 59,070.00
2027-2031 1,700,000.00 150,000.00
2032 150,000.00 2,250.00
Total 3,610,000.00 512,746.25

Discretely Presented Component Unit Debt

Changes in Long-Term Liabilities. During the years ended December 31, 2021 and 2020, the following changes
occurred in the long-term liabilities — Component Unit:
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2021

Balance Balance Due Within
January 1 Increases Decreases December 31 One Year
Revenue Bonds Payable 400,180 10,511 389,669 11,049
2020
Balance Balance Due Within
January 1 Increases Decreases  December 31 One Year
Revenue Bonds Payable 410,179 9,999 400,180 10,511

Revenue Bond Debt. The Underwood Housing Authority has issued revenue bonds to provide funds for
community housing. Revenue bonds outstanding at December 31, 2021 are as follows:

$500,000 Multifamily Housing Revenue Bonds of 2016, due in
monthly installments of $2,523.44 through August 1, 2042;
interest is at 5%. 389,668.89

The annual requirements to amortize the outstanding revenue bonds payable are as follows:

Year Ending
December 31 Principal Interest
2022 11,048.76 19,232.52
2023 11,614.03 18,667.25
2024 12,208.23 18,073.05
2025 12,832.82 17,448.46
2026 13,489.37 16,791.91
2027-2031 78,532.84 72,873.56
2032-2036 100,785.81 50,620.59
2037-2041 129,344.33 22,062.07
2042 19,812.70 374.81
Total 389,668.89 236,144.22

Mote 7 TRANSFERS

The following is a reconciliation between transfers in and transfers out as reported in the basic financial
statements for the year ended December 31:

Fund
December 31, 2021 Transfer In Transfer Qut
Water Operating 53,000.00

Coal Severance 53,000.00

To subsidize expenditures.
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Note 8

Flood Water Special Assessments
City Sales Tax
2016 Street Construction

315,600.76

2014 Refunding Bonds
#12-2016 Special Assessments
Westridge Estates

35,509.13

To subsidize debt service payments.

Wastewater Replacement
Sewer Operating

3,000.00

To set-aside funds for project reserves.

2016 Street Construction
Sales Tax

20,000.00

To set-aside funds for street projects.

Equipment Reserve
Coal Severance

27,000.00

To set-aside funds for the purchase of equipment.
December 31, 2020
General

Municipal Highway

Coal Severance
Garbage

37,000.00
7,300.00

To subsidize expenditures.

Flood Water Special Assessments
Sales Tax
2016 Street Construction

2014 Refunding Bonds
#12-2016 Special Assessments
Westridge Estates
Coal Severance

322,731.72

71,986.72

To subsidize debt service payments.

Wastewater Replacement 3,000.00

Sewer Operating
To set-aside funds for project reserves.

2016 Street Construction
Sales Tax

20,000.00

To set-aside funds for the purchase of equipment.

RISK MANAGEMENT

The City of Underwood is exposed to various risks of loss relating to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
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219,600.76

2,842.37
32,666.76

3,000.00

20,000.00
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7,300.00

100,000.00
222,731.72

2,313.65
26,673.07
43,000.00
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Note 9

In 1986, state agencies and political subdivisions of the State of North Dakota joined together to form the
MNorth 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 city pays
an annual premium to NDIRF for its general liability, automobile and public assets insurance coverage.
The coverage by NDIRF is limited to losses of 52,000,000 per occurrence for general liability and
automobile; and $452,880 for public assets.

The city also participates in the North Dakota Fire and Tornado Fund and the State Bonding Fund. The city pays an
annual premium to the Fire and Tornado Fund to cover property damage to buildings and personal property.
Replacement cost coverage is provided by estimating replacement cost in consultation with the Fire and Tornado
Fund. The Fire and Tornado Fund is reinsured by a third-party insurance carrier for losses in excess of 51,000,000
per occurrence during a 12 month period. The State Bonding Fund currently provides the city with a blanket fidelity
bond coverage in the amount of $1,008,393 for its employees. The State Bonding Fund does not currently charge
any premium for this coverage.

The city has worker's compensation with the Department of Workforce Safety and Insurance; and purchases
commercial insurance for employee health and accident insurance.

Settled claims resulting from these risks have not exceeded insurance coverage in any of the past three fiscal years.

PENSION PLAN

North Dakota Public Employees Retirement System {Main System)

The city provides benefits for all of its full-time employees through the North Dakota Public Employees Retirement
System (NDPERS).

The following brief description of NDPERS is provided for general information purposes only. Participants should
refer to NDCC Chapter 54 — 52 for more complete information.

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

Pension Benefits

Benefits are set by statute. NDPERS has no provision or policies with respect to automatic and ad hoc post-
retirement benefit increases. Members of the Main System are entitled to unreduced monthly pension benefits
beginning when the sum of age and years of credited service equal or exceed 85 (Rule of 85), or at normal retirement
age (65). For members hired on or after January 1, 2016 the Rule of 85 will be replaced with the Rule of 90 with a
minimum age of 60. The monthly pension benefit is equal to 2.00% of their average monthly salary, using the highest
36 months out of the last 180 months of service, for each year of service. For members hired on or after January 1,
2020 the 2.00% multiplier was replaced with a 1.75% multiplier. The plan permits early retirement at ages 55 - 64
with three or more years of service.

Members may elect to receive the pension benefits in the form of a single life, joint and survivor, term-certain
annuity, or partial lump sum with ongoing annuity. Members may elect to receive the value of their accumulated
contributions, plus interest, as a lump sum distribution upon retirement or termination, or they may elect to receive
their benefits in the form of an annuity. For each member electing an annuity, total payment will not be less than
the members’ accumulated contributions plus interest.
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Mote 12

Death and Disability Benefits

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

Eligible members who become totally disabled after a minimum of 180 days of service, receive monthly disability
benefits equal to 25% of their final average salary with a minimum benefit of 5100. To qualify under this section,
the member has to become disabled during the period of eligible employment and apply for benefits within one
year of termination. The definition of disabled is set by the NDPERS in the North Dakota Administrative Code.

Member and Employer Contributions

Member and employer contributions paid to NDPERS are set by statute and are established as a percent of covered
compensation. Member contribution rates are 7% and employer contribution rates are 7.12% of covered
compensation. For members hired on or after January 1, 2020 member contribution rates are 7% and employer
contribution rates are 8.26% of covered compensation. During the year ended December 31, 2021 and 2020, the
city contributed $8,396.23 and 58,088.30, respectively,

TAX ABATEMENTS

The city has not entered into any tax abatement agreements that would reduce the city’s tax revenues
for the years ended December 31, 2021 and 2020.

PRIOR PERIOD ADJUSTMENTS

A prior adjustment was made to eliminate accruals for GASB No. 68 and restate the financial statements to the pure
modified cash basis of accounting and te correct ending cash balances at December 31, 2018,

Governmental
Activities
Met Position as previously reported 4,066,426.07
Adjustments to restate the January 1, 2020 balance:
Cash (79,957.29)
Deferred Outflows of Resources - Related to Pensions {55,762.00)
Net Pension Liability 132,579.00
Deferred Inflows of Resources - Related to Pensions 13,824.00
Net Position, January 1, 2020 as restated 4,077,109.78
Business-Type
Activities
Net Position as previously reported 2,059,944.77
Adjustments to restate the January 1, 2020 balance:
Cash (17,523.71)
Net Position, January 1, 2020 as restated 2,042,421.06
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Net Position as previously reported

Adjustments to restate the Jlanuary 1, 2020 balance:

Cash
Net Position, January 1, 2020 as restated

Cash and Cash Equivalents as previously reported

Adjustments to restate the January 1, 2020 balance:

Cash and Cash Equivalents
Net Position, January 1, 2020 as restated

Cash and Cash Equivalents as previously reported

Adjustments to restate the January 1, 2020 balance:

Cash and Cash Equivalents
Net Position, January 1, 2020 as restated
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Component Unit

23,083.54

1,179.71

24,263.25

Governmental
Funds

1,950,881.07

(79,957.29)

1,870,923.78

Enterprise
Funds

609,020.77

(17,523.71)

591,4597.06




CITY OF UNDERWOOD
Underwood, North Dakota

Budgetary Comparison Schedule - Modified Cash Basis
General Fund
Far the Year Ended December 31, 2021

Qriginal and Variance with
Final Budget Actual Final Budget
Revenues:

Taxes 150,700.00 156,163.69 5,463.69

Licenses, Permits and Fees 4,546.00 5,025.00 479.00

Intergovernmental 1590,850.00 217.278.95 26,428.95

Charges for Services 4,500.00 4,251.77 (248.23)

Fines and Forfeits 5,000.00 6,229.00 (2,771.00)

Miscellaneous 7,650.00 47,376.65 39,726.65
Total Revenues 367.246.00 436,325.06 69,079.06

Current:

General Government 145,383.00 161,943.39 (16,560.33)

Public Safety 86,000.00 85,969.80 30.20

Streets and Public Works £81,500.00 60,033.87 21,466.13

Health and Welfare 5,300.00 3,579.00 1,721.00

Culture and Recreation 11,000.00 2,332.67 8,667.33

Other 33,000.00 28,242.78 4,757.22
Total Expenditures 362,183.00 342,101.51 20,081.49
Excess (Deficiency) of Revenues

over Expenditures 5,063.00 94,223.55 89,160.55
Other Financing !UEES!:

Transfers Out (80,000.00) (80,000.00)
MNet Change in Fund Balances 5,063.00 14,223.55 9,160.55
Fund Balance - lanuary 1 626,820.29 626,820.29
Fund Balance - December 31 631,883.29 641,043.84 9.160.55
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CITY OF UNDERWOOD
Underwood, NMorth Dakota

Budgetary Comparison Schedule - Modified Cash Basis

General Fund

For the Year Ended December 31, 2020

Original and Variance with
Final Budget Actual Final Budget
Revenues:
Taxes 130,130.00 123,7650.69 (6,360.31)
Licenses, Permits and Fees 4,546.00 4,849.00 303.00
Intergovernmental 218,400.00 240,022.11 21,622.11
Charges for Services 5,000.00 4,7BB.59 {211.41)
Fines and Forfeits 9,000.00 6,654.00 (2,346.00)
Miscellaneous 8,000.00 25,342.19 17,342.19
Total Revenues 375,076.00 405,425.58 30,3459.58
Expenditures:
Current:
General Government 150,900.00 145,487.71 5,412.29
Public Safety 82,823.00 82,822.68 0.32
Streets and Public Works 79,817.00 82,773.13 (2,956.13)
Health and Welfare 5,300.00 1,522.24 3,777.76
Culture and Recreation 10,500.00 5,397.67 5,102.33
Other 34,000.00 31,847.21 2,052.79
Total Expenditures 3163,340.00 349,950.64 13,389.36
Excess (Deficiency) of Revenues
over Expenditures 11,736.00 55,474.94 43,738.94
Other Financing Sources (Uses):
Transfers in 37,000.00 37,000.00
Transfers Qut (80,000.00) (80,000.00)
Total Other Financing Sources (Uses) (43,000.00) (42,000.00)
Net Change in Fund Balances 11,736.00 12,474.94 738.94
Fund Balance - January 1 £55,888.18 655,888.18
Prior Period Adjustment (Note 12) (41,542.83) (41,542.83)
Fund Balance - lanuary 1, as Restated 655,888.18 614,345.35 (41,542.83)
Fund Balance - December 31 667,624.18 626,820.29 (40,803.39)
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CITY OF UNDERWOOD
Underwood, North Dakota

Budgetary Comparison Schedule - Modified Cash Basis
Municipal Highway Fund
For the Year Ended December 31, 2021

Original and Variance with
Final Budget Actual Final Budget
Revenues:
Intergovernmental 66,300.00 62,844.23 (3,455.77)
Miscellaneous 300.00 1,523.39 1,223.39
Total Revenues 66,600.00 64,367.62 (2,232.38)
Expenditures:
Current:
Streets and Public Works 92,300.00 39,105.32 53,194.68
Net Change in Fund Balances (25,700.00) 25,262.30 50,962.30
Fund Balance - lanuary 1 264,087.17 264,087.17
Fund Balance - December 31 238,387.17 289,349.47 50,962.30
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CITY OF UNDERWOOD
Underwood, North Dakota

Budgetary Comparison Schedule - Modified Cash Basis
Municipal Highway Fund
For the Year Ended December 31, 2020

Original and Variance with
Final Budget Actual Final Budget
Revenues:
Intergovernmental 66,500.00 61,068.59 (5,431.41)
Miscellaneous 300.00 1,525.85 1,225.85
Total Revenues 66,800.00 62,594.44 (4,205.56)
Expenditures:
Current:
Streets and Public Works 108,700.00 71,080.97 37,619.03
Excess (Deficiency) of Revenues
over Expenditures (41,900.00) (8,486.53) (41,824.59)
Other Financing Sources:
Transfers In 7,300.00
Met Change in Fund Balances {41,900.00) {1,186.53) (41,824.59)
Fund Balance - January 1 256,425.54 256,425.54
Prior Period Adjustment (Note 12) 8,848.16 8,848.16
Fund Balance - January 1, as Restated 256,425.54 265,273.70 8,848.16
Fund Balance - December 31 214,525.54 _254,!]811? 49 561.63
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CITY OF UNDERWOQOQD
Underwood, North Dakota

Budgetary Comparison Schedule - Modified Cash Basis

Sales Tax Fund

For the Year Ended December 31, 2021

Revenues:
Taxes

Miscellaneous

Total Revenues

Expenditures:
Current:

General Government
Culture and Recreation

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Other Financing (Uses):

Transfers Out

Met Change in Fund Balances

Fund Balance - January 1

Fund Balance - December 31

Original and Variance with
Final Budget Actual Final Budget
250,000.00 231,012.10 (18,087.90)
250.00 542.73 292.73
250,250.00 231,554.83 {18,695.17)
130,000.00 1,300.00 128,700.00
62,500.00 34,107.52 28,352.48
192,500.00 35,407.52 157,092 48
57,750.00 196,147.31 138,397.31
(120,000.00) (120,000.00)
57,750.00 76,147.31 18,397.31
403,990.78 403,990.78
461,740.78 480,138.09 18,397.31
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CITY OF UNDERWOOD
Underwood, North Dakota

Budgetary Comparison Schedule - Modified Cash Basis
Sales Tax Fund
For the Year Ended December 31, 2020

Original and Variance with
Final Budget Actual Final Budget
Revenues:

Taxes 250,000.00 252,622.94 2,622.94

Miscellaneous 250.00 792.64 542.64
Total Revenues 250,250.00 253,415.58 3,165.58
Expenditures:

Current;

General Government 130,000.00 12,250.00 117,750.00

Culture and Recreation 62,500.00 63,155.68 (655.68)
Total Expenditures 192,500.00 75,405.68 117,094 32
Excess (Deficiency) of Revenues

Over Expenditures 57.750.00 178,009.90 120Q,259.90
Other Financing [Uses):

Transfers Out (120,000.00) (120,000.00})
Met Change in Fund Balances 57,750.00 58,009.90 259.90
Fund Balance - January 1 421,854.45 421,854.45
Prior Period Adjustment (Note 12) (75,873.57) (75,873.57)
Fund Balance - January 1, as Restated 421,854.45 345,980.88 (75,873.57)
Fund Balance - December 31 479,604.45 403,990.78 (75,613.67)
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Note 1

Note 2

CITY OF UNDERWOOD
Underwood, North Dakota

Motes to the Budgetary Comparison Schedules
December 31, 2021 and 2020

SUMMARY OF SIGNIFICANT BUDGET POLICIES

Based upon available financial information and requests by the governing board, the city auditor prepares
the preliminary budget. The city budget is prepared for the general and special revenue funds by function
and activity on the cash basis of accounting. The preliminary budget includes the proposed expenditures
and the means of financing them. All annual appropriations lapse at year end.

The governing board holds a public hearing where any taxpayer may testify in favor of, or against, any
proposed expenditures or tax levies requested in the preliminary budget. After the budget hearing and
on or before October 7, the board adopts the final budget. The final budget must be filed with the county
auditor by October 10. No expenditure shall be made, or liability incurred, in excess of the total
appropriation by fund except as authorized by North Dakota Century Code Section 40-40-18. However,
the governing board may amend the budget during the year for any revenues and appropriations not
anticipated at the time the budget was prepared. The budget amendments must be approved by the
board and the approval must be noted in the official proceedings of the board.

LEGAL COMPLIANCE

Budget Amendments

The governing board did not amend the city’s budgets during the years ended December 31, 2021 and
2020,
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CITY OF UNDERWOOD
Underwood, North Dakota

Schedute of Fund Activity
Arising from Cash Transactions
For the Year Ended December 31, 2021

Balance Transfers Transfers Balance
1-1-202% Receipts In Ot Disbursements  12-31-2021
Major Governmental Funds
General Fund
General 296,638.59 349 445900 342,101.51 303,986.08
Coal Severance 330,181.70 86,876.06 80,000.00 337,057.76
Total General Fund 626,820.29 436,325.06 80,000.00 342,101.51 B41,043.84
Municipal Highway 264,087.17 63,882.32 3B 620.02 285,345.47
Sales Tax 403,590.78 231,554 83 120,000.00 35,407.52 480,138.09
Flood Water Special Assessments 117,86, 74 319,600.76 437 46750
2016 Street Construction 3594, B35.59 203,193.61 20,000.00 219,600.76 39842844
Total Major Governmental Funds 1,689,733.83 1,062 82256 339,600.76 419,600.76 853,596.55  1,808,959.84
Non-major Governmental Funds
Cemetery 9 B55.79 1,108.43 3,101.24 7,866.98
Library 22 488.08 13,828.52 11,838.85 2447775
Recreation 2.401.78 5.496.31 1,609.55 £,28R.54
Public Health 22,031.56 98.12 1,890.00 20,239 68
Public Buildings 32,290.23 163.17 32,453.40
Emergency 24,147.92 5.431.35 23,573.27
Generator 24,910.91 0.63 24,911.54
Equipment Replacement 50,015.00 155 27,000.00 77,016.55
American Rescue Plan 57,700.59 57.700.59
Industrial Park 15,187.14 3,600.63 18,787.77
#12-2006 Special Assessments 2,842.37 284237
Westridge Estates 32,666.76 32,666.76
Swimming Pool 12,251 83 20,583.52 20588.75 12,252.60
2014 Refunding Bonds 23.35?.13_‘ 0.39 35.509.13 52,352.50 7.024.20
Total Nonmajor Governmental Funds 239,451.42 14352834 62,509.13 35,509.13 51,380.89 318,598.87
Total Governmental Funds 1,929,185.25 1,196,350.90 402,105.89 455,109.89 944, 977.44 2137 558.71
Major Enterprise Funds
Water
Operating 223,221.13 242,247 68 %3,000.00 272,527.50 245,541.31
Water Pipefine Maintenance and
Repair 15,112 81 0,63 15,113.44
Water Main Replacement 46, 866.57 9,956.28 4.40 LE A1 45
Water Meter Replacement 74, B98.53 16,593.24 7.14 91,484.93
Sewer
Operating 124,695.77 B9,084.79 3,000.00 69,396.77 121,383.79
Wastewater Replacement 120,778.59 448.40 3,000.00 124,226.99
Total Major Enterprise Funds 605,573,770 338,331.02 56,000.00 3000 341,935.81 654,968.91
MNon-major Enterprise Funds
Garbage 20,041.01 73,1E8.44 73,556.11 19,673.34
Total Enterprise Funds 62561471 41151946 56,000.00 300000 41549192 67464235

{continued)
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Fiduciary Fund
Custodial Fund
UsSDA Revolving Loan Fund

Total Primary Government

Discretely Presented Component Unit
Underwood Housing Authority

Underwood Area Economic
Development Corporation

Total Discretely Presented
Component Units

Total All Funds

CITY OF UNDERWOOD
Underwood, North Dakota

Schedule of Fund Activity
Arising from Cash Transactions
For the Year Ended December 31, 2021

[continued)
Balance Transfers Transfers Balance
1-1-2021 Receipts In Cut Disbursements  12-31-2021
119,911.13 119,911.13
__-2,674,711.09 1,607,870.36 458,109.89 458,109.89 136046536 2922,112.09
37,355.04 38,498 60 36,289.57 39,564.16
17 4B3.68 1565.70 5, 03970 14,005.68
54,838.72 40,064.39 - - 41,325.27 53,573.84
2,720.549.81  1,647,934.75 458,109.89 458, 109.89  1401,798.63 297568593
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CITY QF LINDERWOOD
Underwood, Morth Dakota

Schedule of Fund Activity
Arising from Cash Transactions
For the Year Ended December 31, 2020

Balance Transfers Transfers Balance
1-1-2020 Receipts In Out Disbursements  12-31-2020
Major Governmental Funds
General Fund
General 286,970.45 322,618.78 37,000.00 349,950.64 296,638.59
Coal Severance 327,374.90 82,806.80 #0,000.00 330,181.70
Total General Fund 514,345.35 405,425 58 37,000.00 £0,000.00 349,550.64 626,820.29
Municipal Highway 265,273.70 62,594 44 7.300.00 71,080.87 264,087.17
Sales Tax 345.980.88 25341558 120,000.00 75,405.68 403,990.78
Flood Water Special Assessments 10,393.97 11131681 322,731.72 A4 442 50 -
2016 Street Construction 410,540.55 187.026.36 20,000.00 222,731.72 394,835.59
Tatal Major Governmental Funds 1,646,534 B5 1,09, 778.77 387,021.72 422,731.72 940,879.79 1,689,733.83
Non-major Governmental Funds
Cemetery 12,893.14 778.16 381151 9,B59.79
Library 19, 266.09 14,600.66 11,378.67 22 48808
Recreation 337176 6,598.91 7.568.89 2.401.78
Public Health 21,932.87 98.69 22,031.56
Public Buildings 40, 875.25 22998 B,815.00 32,290.23
Emeargency 19,142.80 500512 24,147.52
Generator 24,909.53 1.38 24,5910.91
Equipment Replacement 50,011.17 3.83 50,015.00
Industrial Park 14,403.38 3.601.26 2,817.50 15,187.14
#12-2006 Special Assessments 2,313.65 2,313.65
Westridge Estates 26,673.07 26,673.07
Swimming Pool 12,250.55 21,302.53 21,301.25 12,251.83
2014 Refunding Bonds 5,332.39 057 71,986.72 53,452.50 2386718
Total Nonmajor Governmental Funds 224,388.93 81,207 81 7198672 28,986.72 109,145.32 23945142
Total Governmental Funds 1LB70923.78  1,100,986.58 455,018.44 45171844  1.050,025.11  1,929,185.25
Major Enterprize Funds
Water
Cperating 235,866.19 213,808.24 226,453.30 223,271.13
Water Pipeline Maintenance and
Repair 15,111.52 1.29 15,112 .81
Water Main Replacement 36,966.04 5,500.53 46,866.57
‘Water Meter Replacement 5842930 16,469.53 74,238 83
Sewer
Operating 110,519.96 68462 .80 3,000.00 51,286.99 124,695.77
Wastewater Replacement 117,152.67 £25.92 3,000.00 120,778.59
Total Major Enterprise Funds 574,045.68 309,268.31 3,000.00 3,000.00 277,740.29 B605,573.70
Non-major Enterprise Funds
Garbage 17,451.38 68,514 .82 7,300.00 58,625.19 20,041.01
Total Enterprise Funds 591,497.06 377,783.13 3.000.00 10,300.00 336,365.48 625,614.71

[continued)

50




Fiduciary Fund
Custodial Fund
USDA Revolving Loan Fund

Taotal Primary Government

Discretely Presented Component Unit
Underwood Housing Authority
Underwood Area Economic

Development Corporation

Total Discretely Presented
Component Units

Total All Funds

OTY OF UNDERWOOD
Underwood, North Dakota

Schedule of Fund Activity
Arising from Cash Transactions
For the Year Ended December 31, 2020

[continued)
Balance Transfers Transfers Balance
1-1-2020 Receipts In Out Disbursements  12-31-2020
119,911.13 115,511.13
2,582,331.97 1478765.71 4562,018.44 462,018.44  1,386,390.59 2,674,711.09
3443853 38,578.43 35,661.92 37,355.04
9,514.47 12,323.19 4,353.98 17,483.68
43,953.00 50,901.62 = = 40,015.90 54,838.72
2,626,284.97 152967133 462,018.44 462,018.44 142640649  2,729549.81
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Certified Public Accountants

Jayson Rath, CFA Specializing in Governmental Auditing 425 North Fifth Street
Ken Mehrar, CPA Bismarck, ND 58501
Bryce Fischer, CPA Phone 701-258-4560
Todd Goehring, CPA Fax 701-256-4983

REPORT DN 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

INDEPENDENT AUDITOR'S REPORT

Governing Board
City of Underwoaod
Underwood, North Dakota

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standaords,
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, the discretely presented component units, each major fund and the
aggregate remaining fund information of the City of Underwood, as of and for the year ended December
31, 2021 and 2020, and the related notes to the financial statements, which collectively comprise the
city’'s basic financial statements, and have issued our report thereon dated July 22, 2022.

Report on Internal Control Over Financial Reporting

In planning and performing our audits of the financial statements, we considered the city’'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 opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the city's internal control. Accordingly, we do
not express an opinion on the effectiveness of the city’s internal control.

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 combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the city’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 of significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies
in internal control that we consider to be material weaknesses. We did identify 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 significant deficiencies.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the city's financial statements are free of
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.

City’'s Response to Findings

Government Auditing Standards require the auditor to perform limited procedures on the city’s response
to the findings identified in our audit and described in the accompanying Schedule of Findings and
Responses. The city's response to the findings identified in our audit is described in the accompanying
Schedule of Findings and Responses. The city’s response was not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the city’s internal
control or on compliance. This is an integral part of an audit performed in accordance with Government

Auditing Standards in considering the city's internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

hth g Mo

Rath and Mehrer, P.C.
Bismarck, Morth Dakota

luly 22, 2022
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CITY OF UNDERWOOD
Underwood, North Dakota

Schedule of Findings and Responses
For the Years Ended December 31, 2021 and 2020

SECTION 1 - SUMMARY OF AUDIT RESULTS:
Financial Statements

Type of Auditor's Report Issued:

Governmental Activities Unmodified-Modified Cash Basis
Business-Type Activities Unmeodified-Modified Cash Basis
Discretely Presented Component Units Unmodified-Modified Cash Basis
Major Governmental Funds Unmaodified-Modified Cash Basis
Major Business-Type Funds Unmodified-Maodified Cash Basis
Aggregate Remaining Fund Information Unmodified-Modified Cash Basis

Internal control over financial reporting:
*  Material weakness(es) identified? _ Yes _ X No
« Significant deficiency(ies) identified? _X Yes ______ None Reported
s MNoncompliance material to financial

statements noted? Yes X No

SECTION Il = FINANCIAL STATEMENT FINDINGS:

Significant Deficiencies

1. 2021-001 - Segregation of Duties
Criteria: To ensure adequate internal control over financial reporting and prevent material misstatements
due to errors or fraud, there should be a segregation of the functions of approval, custody of assets, posting
and reconciliation.
Condition: The city has one person responsible for most accounting functions. The employee is responsible
to collect monies, deposit monies, issue checks, send checks to vendors, record receipts and disbursements
in journals, maintain the general ledger and prepare bank reconciliations.
Cause: The city does not have a large enough staff to properly segregate all duties.

Effect: A lack of segregation of duties leads to a limited degree of internal control.

Recommendation: We recommend that management and the governing board be aware of the lack of
segregation of duties and implement contrels whenever possible to mitigate this risk.

Views of Respansible Officials: The city is aware of the condition and segregates duties whenever possible.
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2020-002- Financial Statement Preparation

Criteria: A good system of internal controls requires the city to determine that the financial statements are
prepared based on accounting principles generally accepted in the United States of America. This means
that the city must maintain knowledge of current accounting principles and required financial statement
disclosures,

Condition: The city's financial statements, including the accompanying note disclosures, are prepared by
the city’'s external auditors.

Cause: The city feels that it is more cost effective to have their external auditors prepare the complete
financial statements and disclosures, rather than invest in ongoing specialized training that would be
necessary.

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

Recommendation: We recommend that management be aware of this condition and be prepared and able
to provide all necessary information and schedules to complete the financial statements and disclosures;

and review and approve them prior to external distribution.

Views of Responsible officials: The city will continue to have the external auditors prepare the financial
statements, including note disclosures, but will review and approve them prior to external distribution.
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