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Independent Auditor’s Report

Board of County Commissioners
Burke County
Bowbells, North Dakota

Report on the Audit of the Financial Statements
Qualified and Unmodified Opinions

We have audited the modified cash basis financial statements of the governmental activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information
of Burke County, North Dakota (the County) as of and for the year ended December 31, 2022, and the
related notes to the financial statements, which collectively comprise the County’s basic financial
statements as listed in the table of contents.

Qualified Opinion on the Aggregate Remaining Funds

In our opinion, except for the effects of the matter described in the Basis for Qualified and Unmodified
Opinions section of our report, the accompanying financial statements referred to above present fairly,
in all material respects, the respective modified cash basis financial position of the aggregate remaining
funds of the County, as of December 31, 2022, and the respective changes in modified cash basis
financial position thereof for the year then ended in accordance with the modified cash basis of
accounting as described in Note 1.

Unmodified Opinions on the Governmental Activities, the Discretely Presented Component Unit, and Each
Major Fund

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
discretely presented component unit, and each major fund as of December 31, 2022, and the respective
changes in modified cash basis financial position thereof for the year then ended in accordance with the
modified cash basis of accounting as described in Note 1.
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Basis for Qualified and Unmodified Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States (Government Auditing Standards). 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 Burke
County, North Dakota 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 qualified and unmodified audit opinions.

Matter Giving Rise to Qualified Opinion on the Aggregate Remaining Funds

Management has not adopted the methodology for reporting custodial funds in accordance with GASB-
84, Fiduciary Activities affecting the aggregate remaining funds. Accounting principles generally
accepted in the United States of America require that revenues and expenditures of custodial funds be
recorded at gross and closed into custodial fund net position at the end of the year. The amount by
which this departure would affect the revenues and expenditures of the custodial funds affecting the
aggregate remaining funds has not been determined.

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.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the modified cash basis of accounting described in Note 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.

Auditor’s Responsibilities for the Audit of the Financial Statements

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



In performing an audit in accordance with GAAS and Government Auditing Standards, we:

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

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

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

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

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Burke County, North Dakota’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 Burke County, North Dakota’s basic financial statements. The budgetary
comparison schedules are presented for purposes of additional analysis and are not a required part of
the 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 GAAS. In our opinion, the budgetary comparison schedules 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 Information

Management is responsible for the other information included in the report. The other information
comprises the county officials listing but does not include the basic financial statements and our
auditor’s report thereon. Our opinions on the basic financial statements do not cover the other
information, and we do not express an opinion or any form of assurance thereon.



In connection with our audit of the financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and
the basic financial statements, or the other information otherwise appears to be materially misstated. If,
based on the work performed, we conclude that an uncorrected material misstatement of the other
information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 11,
2023, on our consideration of Burke County, North Dakota’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, 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 Burke County, North Dakota’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 Burke County, North Dakota’s internal control over financial reporting
and compliance.

@/&4 L7’

Bismarck, North Dakota
December 11, 2023



Burke County
Statement of Net Position — Modified Cash Basis
December 31, 2022

Assets

Cash and investments

Capital assets not being depreciated
Land
Construction in progress

Capital assets (net of accumulated

depreciation)

Buildings
Office equipment
Vehicles and road equipment
Infrastructure

Total capital assets
Total assets
Net Position

Net investment in capital assets
Unrestricted

Total net position

Total liabilities and net position

See Notes to Financial Statements

Primary Component
Government Unit
Water
Governmental Resource
Activities District
S 21,754,704 S 81,501
4,043 -
187,597 -
1,869,187 -
2,413 -
1,734,819 -
19,982,696 26,017
23,780,755 26,017

$ 45,535,459 $ 107,518

S 23,780,755 S -
21,754,704 107,518

45,535,459 107,518

$ 45,535,459 $ 107,518




Burke County
Statement of Activities — Modified Cash Basis
Year Ended December 31, 2022

Net (Expense) Revenue and

Program Revenues Changes in Net Position
Primary Component
Charges Operating Government Unit
for Grants and Governmental Water Resource
Functions/Programs Expenses Services Contributions Activities District
Primary government
Governmental activities
General government S 2,195,161 S 260,493 S 3,318 $(1,931,350) S -
Public safety 967,990 1,450 77,910 (888,630) -
Highways 2,648,689 387,316 334,584 (1,916,838) -
Health and welfare 17,894 - 24,184 6,290 -
Culture and recreation - 44,588 - 44,588 -
Conservation of natural
resources 246,625 - - (246,625) -
Economic development 49,957 - - (49,957) -
Other 56,528 - - (56,528) -
Interest 1,657 - - (1,657) -
Total primary
government S 6,184,501 S 693,847 S 439,996 (5,040,707) -
Component unit
Woater Resource District $ 16,165 S - S - - (16,165)
Total component
units S 16,165 S - S - - (16,165)
General revenues
Taxes
Property taxes, levied for general purposes 972,170 36,958
Property taxes, levied for special purposes 740,080 -
Oil and gas production taxes 3,914,696 -
Nonrestricted grants and contributions 2,244,229 -
Earnings on investments 182,446 -
Loss on disposal of capital assets (59,833) -
Miscellaneous revenue 230,107 -
Total general revenues 8,223,895 36,958
Change in net position 3,183,188 20,793
Net position - January 1 42,352,271 86,725
Net position - December 31 $45,535,459 § 107,518

See Notes to Financial Statements 7



Burke County
Balance Sheet — Governmental Funds — Modified Cash Basis
December 31, 2022

County American Other Total
Road Rescue Plan Governmental Governmental
General and Bridge Act Funds Funds
Assets
Cash and investments S 17,094,361 S 1,983,944 S 1,356,202 S 1,320,197 S 21,754,704
Total assets S 17,094,361 S 1,983,944 S 1,356,202 S 1,320,197 S 21,754,704
Fund Balances
Assigned for
General government S - S - S - S 403,289 S 403,289
Public safety 110,792 - - 165,818 276,610
Highways - 1,983,944 - 347,656 2,331,600
Conservation of natural
resources 176,715 - - 403,434 580,149
Unassigned 16,806,854 - 1,356,202 - 18,163,056

Total fund balances S 17,094361 _S 1,983,944 S 1,356,202 $ 1,320,197 S 21,754,704

See Notes to Financial Statements 8



Burke County
Reconciliation of Governmental Funds Balance Sheet to the Statement of Net Position — Modified Cash Basis
December 31, 2022

Total fund balances for governmental funds S 21,754,704

Total net position reported for government 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 S 36,832,446
Less accumulated depreciation (13,051,691)
Net capital assets 23,780,755
Total net position of governmental activities S 45,535,459

See Notes to Financial Statements 9



Burke County

Statement of Revenues, Expenditures and Changes in Fund Balance — Governmental Funds — Modified Cash

Basis

Year Ended December 31, 2022

Revenues

Taxes

Licenses, permits and fees
Intergovernmental
Charges for services

Fines and forfeits

Interest income
Miscellaneous

Total revenues

Expenditures

Current

General government

Public safety
Highways

Health and welfare

Conservation of natural
resources

Economic development

Other
Capital outlay
Debt Service

Principal

Interest

Total expenditures

Excess (Deficiency) of Revenues
over Expenditures

Other Financing Sources (Uses)

Transfers in

Transfers out
Total other financing
sources and uses

Net Change in Fund Balances

Fund Balance - January 1

Fund Balance - December 31

County American Other Total
Road and Rescue Plan Governmental Governmental

General Bridge Act Funds Funds
S 5,116,549 S 308,149 S - S 202,248 S 5,626,946
246,093 - - - 246,093
381,288 346,626 1,500,870 465,392 2,694,176
14,400 387,316 - 44,588 446,304
1,450 - - - 1,450
182,446 - - - 182,446
140,869 33,134 - 56,104 230,107
6,083,095 1,075,225 1,500,870 768,332 9,427,522
2,116,035 - 27,057 - 2,143,092
710,939 - - 135,857 846,796
- 1,053,336 - 535,250 1,588,586
- - - 17,894 17,894
161 - - 246,464 246,625
49,957 - - - 49,957
546 - - 55,982 56,528
130,097 452,439 117,611 47,745 747,892
464,135 - - - 464,135
1,657 - - - 1,657
3,473,527 1,505,775 144,668 1,039,192 6,163,162
2,609,568 (430,550) 1,356,202 (270,860) 3,264,360
- 2,000,000 - 280,000 2,280,000
(2,280,000) - - - (2,280,000)
(2,280,000) 2,000,000 - 280,000 -
329,568 1,569,450 1,356,202 9,140 3,264,360
16,764,793 414,494 - 1,311,057 18,490,344
S 17,094,361 S 1,983,944 S 1,356,202 S 1,320,197 S 21,754,704

See Notes to Financial Statements

10



Burke County

Reconciliation of Governmental Funds Statement of Revenues, Expenditures and Changes in Fund Balances to
the Statement of Activities — Modified Cash Basis

Year Ended December 31, 2022

Net change in fund balance - total governmental funds S 3,264,360

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 effect of capital

outlay, depreciation expense and other capital asset

transactions in the current period
Current year capital outlay S 747,892
Current year depreciation expense (1,233,366)
Loss on disposal of capital assets (59,833)

(545,307)

The proceeds of debt issuances are reporting 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 assets. This is the amount by
which debt proceeds exceeded debt repayment
Repayment of debt 464,135

Change in net position of governmental activities S 3,183,188

See Notes to Financial Statements 11



Burke County
Statement of Fiduciary Net Position — Fiduciary Funds — Modified Cash Basis
December 31, 2022

Assets

Cash and investments S 1,015,726
Net position

Restricted - held for others S 1,015,726

See Notes to Financial Statements 12



Burke County

Statement of Changes in Fiduciary Net Position — Fiduciary Funds — Modified Cash Basis

December 31, 2022

Additions

Taxes
Intergovernmental
Miscellaneous revenue

Total revenues
Deductions
Tax disbursements to other governments

Other governmental disbursements
Total expenditures

Change in net position

Net position, January 1

Net position, December 31

See Notes to Financial Statements

Custodial
Funds

$ 38,095
218,673
46,144

302,912

38,095
126,897
164,992

137,920

877,806

S 1,015,726

13



Burke County
Notes to Financial Statements
December 31, 2022

Note 1- Summary of Significant Accounting Policies

The financial statements of Burke County, North Dakota, have been prepared in conformity with the modified
cash basis of accounting. The Governmental Accounting Standards Board (GASB) is the accepted standard
setting body for establishing governmental accounting and financial reporting principles. The more significant of
the government’s accounting policies are described below.

Reporting Entity

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

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

Component Unit

In conformity with a modified cash basis, the financial statements of the component unit has been included in
the financial reporting entity as a discretely presented component unit.

Discretely Presented Component Unit — The component unit column in the combined financial statements
includes the financial data of the County’s component unit. This component unit is reported in a separate
column to emphasize that it is legally separate from the County.

Burke County Water Resource District — The members of the governing board are appointed by the Board of
County Commissioners and can be removed from office for just cause. The County Commission can approve,
disapprove or amend the District’s annual budget. The District has the authority to issue debt.

Component Unit Financial Statements — The financial statements of the discretely presented component unit

are presented in the County’s basic financial statements. Separate financial statements of the component unit
are not prepared.

14



Burke County
Notes to Financial Statements
December 31, 2022

Government-Wide and Fund Financial Statements

Government-Wide Statements — The government-wide financial statements (i.e., the statement of net position
and the statement of activities) report information on all of the nonfiduciary activities of the primary
government and its component units. Governmental activities normally are financed through taxes,
intergovernmental revenues, and non-exchange transactions. The primary government is reported separately
from certain legally separate component units for which the primary government is financially accountable.

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

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter
are excluded from the government-wide financial statements. Major individual governmental funds are
reported as separate columns in the fund financial statements.

Fund Financial Statements — The fund financial statements provide information about the County’s funds

including its fiduciary funds. Separate statements for each fund category-governmental and fiduciary-are
presented. The emphasis of fund financial statements is on major governmental funds, each displayed in a
separate column. All remaining governmental funds are aggregated and reported as nonmajor funds.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide and fiduciary fund financial statements are reported using the economic resources
measurement focus and the modified cash basis of accounting. Under this method, revenue is recognized when
collected rather than when earned, and expenditures are generally recognized when paid rather than when
incurred. This basis differs from accounting principles generally accepted in the United States of America
because accounts receivable, accounts payable, and accrued expenses are not included in the financial
statements.

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

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

15



Burke County
Notes to Financial Statements
December 31, 2022

The County reports the following major governmental funds:

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

County Road and Bridge Fund — This fund accounts for the maintenance and repair of roads within the County.
American Rescue Plan Act — This fund accounts for the federal funds from the American Rescue Plan Act.
Additionally, the County reports the following fund type:

Custodial Funds — These funds account for assets by the County in a custodial capacity as an agent on behalf of
others. The County’s custodial funds are used to account for property taxes collected on behalf of other
governments.

The County follows the pronouncements of the Governmental Accounting Standards Board (GASB), which is the
nationally accepted standard setting body for establishing accounting principles generally accepted in the United
States of America for all governmental entities. For the government-wide financial statements, the District
follows all applicable GASB pronouncements to the extent they are applicable to the modified cash basis of
accounting.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Elimination of these charges would distort the direct costs and program revenues reported for the
various functions concerned.

Amounts reported as program revenue include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including
special assessments. Internally dedicated resources are reported as general revenues rather than as program
revenues. Likewise, general revenues include all taxes.

Equity Classifications

Government-wide Statements

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

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

Restricted net position — Consists of net position with constraints placed on their use either by (a) external

groups such as creditors, grantors, contributors, or laws and regulations of other governments; or (b) law
through constitutional provisions or enabling legislation.

16



Burke County
Notes to Financial Statements
December 31, 2022

Unrestricted net position — All other net position that do not meet the definition of “restricted” or “net
investment in capital assets.”

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

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

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

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

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

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

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

When both restricted and unrestricted net position resources are available for use, it is the County’s policy is to
use restricted net position resources first, then unrestricted net position resources as they are needed.

Cash and Investments

Cash includes amounts in demand deposits and money market accounts with a maturity date of 90 days or less.
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
secured with pledges of securities equal to 110% of the uninsured balance.

The investments consist of certificates of deposit, with maturity dates in excess of 90 days, stated at cost.
Interfund Transactions

In the governmental 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.

17



Burke County
Notes to Financial Statements
December 31, 2022

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

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

Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the government-wide financial
statements when the initial transaction arose from cash transactions or events. Capital assets are defined by the
government as assets with an initial, individual cost of more than $5,000. Such assets are recorded at historical
cost.

General infrastructure assets consist of the road and bridge projects constructed since January 1, 2004 and are
reported at historical cost. 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:

Assets Years
Buildings 50
Office equipment 5
Vehicles and road equipment 5-20
Infrastructure 30-50

Long-Term Obligations

In the government-wide modified cash basis financial statements, long term debt and other long-term
obligations are reported as liabilities in the governmental activities statement of net position when the initial
transaction arose from cash transactions or events. Bond premiums and discounts are deferred and amortized
over the life of the bonds using the effective interest method. Bond issuance costs are expensed in the year
incurred. 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.
Payments on debt are recognized as debt service expenditures. 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.

18



Burke County
Notes to Financial Statements
December 31, 2022

Note 2 - Stewardship, Compliance, and Accountability

The County commission adopts an “appropriated budget” on the modified cash basis of accounting. The County
auditor prepares an annual budget for the General Fund and each special revenue fund of the County. NDCC 11-
23-02. The budget includes proposed expenditures and means of financing them. The current budget, except for
property taxes, may be amended throughout the year for revenues or appropriations anticipated when the
budget was prepared. NDCC 57-15-31.1. Each budget is controlled by the County auditor at the revenue and
expenditure function/object level. All appropriations lapse at year-end. When expenditures are in excess of
appropriations the County will fund these items through revenues in excess of budget, cash reserves of the fund,
or from a cash transfer from other funds.

The County holds public hearings regarding disbursements. All tax levies and all taxes shall be levied in specific
amounts and shall not exceed the amount specified in the published estimates. NDCC 11-23-04. The County
commissioners meet on or before October to determine the amount of taxes that shall be levied for County
purposes and shall levy all such taxes in specific amounts. NDCC 11-23-05.

Note 3- Deposits and Investments
Deposits

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

Custodial Credit Risk (Deposits) — 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.

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 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 such other securities approved by the banking board.
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At December 31, 2022, the pooled bank balances for all County and fiduciary funds was $7,285,946. The carrying
amount of the pooled deposits was $6,994,768 with $5,979,047 in County funds, and 1,015,726 in fiduciary
funds. Of the bank balances, $1,250,000 was covered by Federal Depository Insurance. The remaining balance of
$6,035,946 was collateralized with securities held by the pledging financial institution’s agent in the
government’s name.

At December 31, 2022, Burke County Water Resource District, a discretely presented component unit of Burke
County, had deposits with a bank balance and carrying balance of $71,501. The bank balances were covered by
Federal Depository Insurance.

Investments
Interest Rate Risk — The County does not have a formal investment policy that limits investments as a means of

managing its exposure to fair value losses arising from changing interest rates. The following shows the
investments by type, amount and duration at December 31, 2022:

Less Than More Than
1 Year 1-5 Years 5-10 Years 10 Years Total
Certificates of Deposit,
valued at cost
$12,340,131 S 3,435,526 S - S - $ 15,775,657

Investments of the Burke County Water Resource Board, a discretely presented component unit of Burke
County, consisted of certificates of deposit totaling $10,000 that mature in less than one year.

Credit Risk - The County may invest idle funds as authorized in North Dakota Statutes, as follows:

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

b) Securities sold under agreements to repurchase written by a financial institution in which the underlying
securities for the agreement to repurchase are the type listed above.

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

d) Obligations of the state.

Concentration of Credit Risk - The County does not have a limit on the amount the district may invest in any one
issuer.

Note4 - Property Tax Revenue

The County treasurer acts as an agent to collect property taxes levied in the County for all taxing authorities. Any
material collections are distributed after the end of the month.
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Property taxes are levied as of January 1. The property taxes attach as an enforceable lien on property on
January 1. The tax levy may be paid in two installments: the first installment includes one-half of the real estate
taxes and all the special assessments; the second installment is the balance of the real estate taxes. The first
installment is due by March 1 and the second installment is due by October 15. A 5% discount is allowed if all
taxes and special assessments are paid by February 15. After the due dates, the bill becomes delinquent and

penalties are assessed.

Most property owners choose to pay property taxes and special assessments in a single payment on or before

February 15 and receive the 5% discount on the property taxes.

Note 5- Capital Assets

The following is a summary of changes in capital assets for the year ended December 31, 2022:

Governmental Activities

Capital assets not being depreciated
Land
Construction in progress

Total capital assets not being
depreciated

Capital assets being depreciated
Buildings
Office equipment
Vehicles and road equipment
Infrastructure

Total capital assets, being
depreciated

Less accumulated depreciation for
Buildings
Office equipment
Vehicles and road equipment
Infrastructure

Total accumulated depreciation

Total capital assets being
depreciated, net

Governmental activities -
capital assets, net

Balance Balance
January 1 Increases Decreases December 31
4,043 - S - 4,043
166,208 21,389 - 187,597
170,251 21,389 - 191,640
2,464,437 95,761 100,000 2,460,198
91,917 - - 91,917
3,625,658 630,742 188,425 4,067,975
30,020,716 - - 30,020,716
36,202,728 726,503 288,425 36,640,806
584,387 46,791 40,167 591,011
84,226 5,278 - 89,504
2,036,806 484,775 188,425 2,333,156
9,341,498 696,522 - 10,038,020
12,046,917 1,233,366 228,592 13,051,691
24,155,811 (506,863) 59,833 23,589,115
$24326,062 _S (485474) S 59,833 _$23,780,755

The County has a contract commitment totaling $2,489 at December 31, 2022.
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Depreciation expense was charged to functions/programs of the County as follows:

Governmental Activities

General government S 52,069
Public safety 121,194
Highways 1,060,103
Total depreciation expense -
governmental activities S 1,233,366
Note 6 - Interfund Transfers
The following is a reconciliation between transfers in and transfers out as reported in the basic financial
statements for the years ended December 31, 2022:
Transfers Transfers
Funds In Out
General Fund S - S 2,280,000
County Road and Bridge 2,000,000 -
Other Governmental Funds 280,000 -
Total transfers S 2,280,000 S 2,280,000

The interfund transfers consist of budgeted transfers and transfers of interest income allocated to the funds.

Interfund transfers move revenues from the funds that are required to collect them to funds that are allowed to
expend them.

Note 7 - Long-Term Liabilities

During the year ended December 31, 2022, the following changes occurred in liabilities reported as long-term
debt:

2022
Balance Balance Due Within
January 1 Additions Decreases December 31 One Year
Certificate of indebtedness S 464,135 S - S 464,135 S - S -
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Note 8 - Leases
In 2018, Burke County entered into a lease agreement for the use of equipment utilized by the County for road
maintenance. Right-of-Use Lease assets and liabilities are not recorded in the financial statements under the

modified cash basis of accounting. The future lease obligations as of December 31, 2022 are as follows:

Capital Lease

Year Ending December 31 Principal Interest Total
2023 ) 21,207 ) 2,125 ) 23,332
2024 22,244 1,088 23,332

S 43,451 S 3,213 S 46,664

Note 9 - Joint Venture

Burke County entered into a joint venture with Bottineau, McHenry, Mclean, Renville, Sheridan, and Ward
Counties for the operation of the First District Health Unit. Each participating county’s share of the cost of
operations and board member appointments is determined by the property valuation of each county. During
2022, the County’s contributions to the joint venture was $76,069.

Audited summary financial information for the year ended December 31, 2022, the most recent year audited, is
as follows:

Cash and cash equivalents S 6,411,951
Other assets 4,345,892
Total assets 10,757,843
Deferred outflows of resources 3,930,679
Total assets and deferred outflows of resources S 14,688,522
Total liabilities S 6,334,458
Deferred inflows of resources 2,423,946
Total net position 5,930,118
Total liabilities, deferred inflows of resources, and net position S 14,688,522
Total revenues S 7,425,877
Total expenses 6,359,834
Change in net position S 1,066,043

Completed financial statements may be obtained from the First District Health Unit; 801 11" Ave SW, Minot,
North Dakota 58701.
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Note 10 - Risk Management

Burke County 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. During the year ended December 31, 2022,
the County managed its risks as follows:

Liability Insurance

In 1986 state agencies and political subdivisions of the State of North Dakota joined together to form the North
Dakota Insurance Reserve Fund (NDIRF), a public entity risk pool currently operating as a common risk
management and insurance program for the state and over 2,000 political subdivisions. Burke County pays an
annual premium to NDIRF for its general liability, auto, and inland marine insurance coverage. The coverage by
NDIRF is limited to losses of two million dollars per occurrence for personal injury and property damage and
governance liability.

Property and Bond Insurance

Burke County also participates in the North Dakota Fire and Tornado Fund and the State Bonding Fund. Burke
County 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 one million dollars per occurrence during a 12-month period. The State Bonding Fund currently
provides Burke County with blanket fidelity bond coverage in the amount of $2,000,000 for its employees. The
State Bonding Fund does not currently charge any premium for this coverage.

Burke County has workers compensation with the North Dakota Workforce Safety and Insurance. The County
pays for a single policy health insurance from a commercial insurance carrier.

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

Note 11 - Pension Plan
North Dakota Public Employees Retirement System (Main System)

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

Pension Benefits

Benefits are set by statute. NDPERS has no provisions or policies with respect to automatic and ad hoc post-
retirement benefit increases. Member 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 was 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.

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 $100. 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 for disabled is set by the NDPERS in the North Dakota
Administrative Code.
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Member and Employer Contributions

Member and employer contributions paid to NDPERS are set by statute and are established as a percent of
salaries and wages. Member contribution rates are 7% and 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.

Pension Contributions

During the year ended December 31, 2022, the County made employer cash contributions for the pension and
OPEB plans totaling $142,090.

Note 12 - Other Post-Employment Benefits

North Dakota Public Employees Retirement System

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

NDPERS OPEB plan is a cost-sharing multiple-employer defined benefit OPEB plan that covers members
receiving retirement benefits from the PERS, the HPRS, and Judges retired under Chapter 27-17 of the North
Dakota Century Code a credit toward their monthly health insurance premium under the state health plan based
upon the member's years of credited service. Effective July 1, 2015, the credit is also available to apply towards
monthly premiums under the state dental, vision and long-term care plan and any other health insurance plan.
Effective August 1, 2019 the benefit may be used for any eligible health, prescription drug plan, dental, vision, or
long-term care plan premium expense. The Retiree Health Insurance Credit Fund is advance funded on an
actuarially determined basis.

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

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

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

Effective July 1, 2015, the credit is also available to apply towards monthly premiums under the state dental,
vision and long-term care plan and any other health insurance plan. Effective August 1, 2019 the benefit may be
used for any eligible health, prescription drug plan, dental, vision, or long-term care plan premium expense. The
benefits are equal to $5.00 for each of the employee’s, or deceased employee's years of credited service not to
exceed the premium in effect for selected coverage. The retiree health insurance credit is also available for early
retirement with reduced benefits.

OPEB Contributions

During the year ended December 31, 2022, the County made employer cash contributions for the pension and
OPEB plans totaling $142,090.
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Burke County
Budgetary Comparison Schedule — General Fund
Year Ended December 31, 2022

Revenues
Taxes
Licenses, permits and fees
Intergovernmental
Charges for services
Fines and forfeits
Interest income
Miscellaneous

Total revenues
Expenditures
Current
General government
Public safety
Economic development
Conservation
Other
Capital outlay
Debt Service
Total expenditures

Excess of Revenues
over Expenditures

Other Financing Uses
Transfers out
Total other financing uses
Net Change in Fund Balances
Fund Balance - January 1

Fund Balance - December 31

Variance
Original Final With Final
Budget Budget Actual Budget

$ 1,147,800 $ 1,147,800 $ 5,116,549 $ 3,968,749

215,600 215,600 246,093 30,493
2,054,725 2,054,725 381,288 (1,673,437)
2,000 2,000 14,400 12,400
1,000 1,000 1,450 450
100,000 100,000 182,446 82,446
40,000 40,000 140,869 100,869
3,561,125 3,561,125 6,083,095 2,521,970
2,609,112 2,609,112 2,116,035 493,077
800,628 800,628 710,939 89,689
71,015 71,015 49,957 21,058
- - 161 (161)
30,500 30,500 546 29,954
- - 130,097 (130,097)
- - 465,792 (465,792)
3,511,255 3,511,255 3,473,527 37,728
49,870 49,870 2,609,568 2,559,698
(4,500,000) (4,500,000) (2,280,000) 2,220,000
(4,500,000) (4,500,000) (2,280,000) 2,220,000
(4,450,130) (4,450,130) 329,568 4,779,698
16,764,793 16,764,793 16,764,793 -

$ 12,314,663 $ 12,314,663 S 17,094,361 $ 4,779,698
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Variance
Original Final With Final
Budget Budget Actual Budget
Revenues
Taxes S 285,000 S 285,000 S 308,149 S 23,149
Intergovernmental 1,000 1,000 346,626 345,626
Charges for services 215,000 215,000 387,316 172,316
Miscellaneous - - 33,134 33,134
Total revenues 501,000 501,000 1,075,225 574,225
Expenditures
Current
Highways 850,000 850,000 1,053,336 (203,336)
Capital outlay 2,274,060 2,076,844 452,439 1,624,405
Total expenditures 3,124,060 2,926,844 1,505,775 1,421,069
Excess (Deficiency) of
Revenues over Expenditures (2,623,060) (2,425,844) (430,550) 1,995,294
Other Financing Sources
Transfers in 3,000,000 3,000,000 2,000,000 (1,000,000)
Total other financing
sources 3,000,000 3,000,000 2,000,000 (1,000,000)
Net Change in Fund Balances 376,940 574,156 1,569,450 995,294
Fund Balance - January 1 414,494 414,494 414,494 -
Fund Balance - December 31 S 791,434 S 988,650 S 1,983,944 S 995,294
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CPAs & BUSINESS ADVISORS

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

Board of County Commissioners
Burke County
Bowbells, North Dakota

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States (Government Auditing Standards), the modified
cash basis financial statements of the governmental activities, the discretely presented component unit,
each major fund, and the aggregate remaining fund information of Burke County, North Dakota as of
and for the year ended December 31, 2022, and the related notes to the financial statements, which
collectively comprise Burke County’s basic financial statements, and have issued our report thereon
dated December 11, 2023.

In our report we issued a qualified opinion on the aggregate remaining funds.
Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Burke County'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 Burke County’s internal control.
Accordingly, we do not express an opinion on the effectiveness of Burke County’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that have not been identified. We identified certain deficiencies in internal control, described in
the accompanying Schedule of Findings and Responses as items 2022-001 through 2022-007 that we
consider to be material weaknesses.

What inspires you, inspires us. | eidebailly.com

1730 Burnt Boat Loop, Ste. 100 | P.O. Box 1914 | Bismarck, ND 58502-1914 | T 701.255.1091 | F 701.224.1582 @ EOE

30



Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Burke County's financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards and which is described in the accompanying Schedule
of Findings and Responses as items 2022-001, 2022-005, 2022-006, and 2022-008.

Burke County’s Responses to Findings

Government Auditing Standards requires the auditor to perform limited procedures on Burke County’s
responses to the findings identified in our audit and described in the accompanying Schedule of Audit
Findings. Burke County’s responses were not subjected to the other auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on the responses.

Purpose of this Report

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

@M L7’

Bismarck, North Dakota
December 11, 2023REPORT DATE
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Schedule of Audit Findings
Year Ended December 31, 2022

Financial Statement Audit Findings

2022-001 - Lack of Payroll Tax Documents — Component Unit — Material Noncompliance
Material Weakness in Internal Controls

Condition — Burke County Water Resource District (“the District”) did not assess an individual as an employee or
contractor that receive a total of $1,000 in 2022. Also, the District did not issue any W-2 or 1099 tax statement
for one individual and issued a 1099 tax statement for the incorrect amount for one individual.

Criteria — United States Department of the Treasury Internal Revenue Service 2022 General Instructions for
Forms W-2 and W-3 states "You must file Form(s) W-2 if you have one or more employees to whom you made
payments (including noncash payments) for the employees' services in your trade or business during 2022.
Complete and file Form W-2 for each employee for whom any of the following applies (even if the employee is
related to you).
e You withheld any income, social security, or Medicare tax from wages regardless of the amount of
wages; or
e You would have had to withhold income tax if the employee had claimed no more than one withholding
allowance (for 2019 or earlier Forms W-4) or had not claimed exemption from withholding on Form W-
4; or
e You paid $S600 or more in wages even if you did not withhold any income, social security, or Medicare
tax.

Only in very limited situations will you not have to file Form W-2. This may occur if you were not required to
withhold any income tax, social security tax, or Medicare tax and you paid the employee less than $600, such as
for certain election workers and certain foreign agricultural workers."
United States Department of the Treasury Internal Revenue Service 2022 Instructions for Forms 1099-MISC and
1099- NEC states "File Form 1099-MISC, Miscellaneous Income, for each person in the course of your business to
whom you have paid the following during the year:
e Atleast $10 in royalties (see the instructions for box 2) or broker payments in lieu of dividends or tax-
exempt interest (see the instructions for box 8).
e Atleast $600 in:
o 1.Rents (box 1);
o 2. Prizes and awards (box 3);
o 3. 0therincome payments (box 3);
o 4. Generally, the cash paid from a notional principal contract to an individual, partnership, or
estate (box 3);
5. Any fishing boat proceeds (box 5);
6. Medical and health care payments (box 6);
7. Crop insurance proceeds (box 9);
8. Payments to an attorney (box 10) (see Payments to attorneys, later);
9. Section 409A deferrals (box 12); or
10. Nonqualified deferred compensation (box 14).

O O O O O O
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You must also file Form 1099-MISC for each person from whom you have withheld any federal income tax
(report in box 4) under the backup withholding rules regardless of the amount of the payment."

Cause - Burke County Water Resource District may have been unaware that a W-2 or 1099 tax statement was
required to be issued to the individuals.

Effect — Burke County Water Resource District may not be in compliance with IRS Regulations in regards to W-2s
and 1099s.

Recommendation — We recommend Burke County Water Resource District assess all individuals to determine if
they are employees or contractors and issue the proper tax statements to the individuals.

Views of Responsible Officials — Agree. We plan to start issuing W-2 or 1099 tax statements for said individuals.

2022-002 - Segregation of Duties — Material Weakness

Condition - The County and Component Unit have a lack of segregation of duties in certain areas, including
review and approval of manual journal entries, due to a limited staff.

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

Cause — The County has limited staff to be able to adequately segregate duties.

Effect - Inadequate segregation of duties could adversely affect the County’ and Component Unit’s ability to
detect misstatements in amounts that would be significant in relation to the financial statements in a timely
period by employees in the normal course of performing their assigned function.

Recommendation — All accounting functions should be reviewed to determine if additional segregation is
feasible and to improve efficiency and effectiveness of financial management of the County and Component
Unit.

Views of Responsible Officials — Burke County and the Component Unit recognize this is a serious issue;
however, we do not feel it would be a wise use of our resources to employ additional staff for the sole purpose
of ensuring segregation of duties. While we realize there is always a possibility, we have so far been able to rely
on the integrity of our staff.
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2022-003 Preparation of Financial Statements and GASB-84 GAAP Departure — Material Weakness

Condition — Burke County does not have an internal control system designed to provide for the preparation of
the financial statements. Burke County has not appropriately implemented GASB-84 due to a significant number
of custodial funds not being accounted for appropriately in terms of reporting of revenues, expenditures, and
net position. As auditors, we were requested to write the financial statements, and the accompanying notes to
the financial statements.

Criteria — A good system of internal accounting control contemplates an adequate system for the preparation of
the financial statements. Proper internal controls include controls that allow management or employees, in the
normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a
timely basis.

Cause — The County does not have trained staff in GASB reporting standards to prepare the accompanying notes
to the financial statements. Custodial fund revenue and expenditure activity is not recorded accurately and
closed to net position which could cause a material misstatement to the Statement of Changes in Fiduciary Net
Position — Fiduciary Funds — Modified Cash Basis.

Effect — Inadequate control over financial reporting of Burke County could result in more than a remote
likelihood that the financial statements and accompanying notes to the financial statements are not materially
correct without the assistance of auditors. The GAAP Departure has resulted in a misstatement to the Statement
of Changes in Fiduciary Net Position — Fiduciary Funds — Modified Cash Basis resulting in a qualified audit opinion
over the aggregate remaining funds.

Recommendation — Management and the Board should continually be aware of the financial reporting of the
County and changes in reporting requirements. We recommend that the County properly implement GASB-84,
Fiduciary Activities in order for the financial statements to be presented appropriately.

Views of Responsible Officials — Since it is not cost-effective for an organization of our size to have staff to
prepare audit-ready financial statements, we have chosen to hire Eide Bailly, a public accounting firm, to
prepare the audit-ready financial statements as part of their annual audit of the County. The County has
determined that we will continue to report the custodial funds in the current manner in which they are
presented. This would cause significant changes to be made to the accounting system as currently revenues for
custodial funds are recorded as liabilities until they are paid.
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2022-004 Material Audit Adjustments — Material Weakness

Condition — We identified misstatements in the County’s financial statements causing us to propose material
audit adjustments.

Criteria — A good system of internal accounting control contemplates proper reconcilement of all general ledger
accounts and adjustments of those accounts to the reconciled balances.

Cause — Burke County did not have controls in place to properly reconcile and record all transactions materially
correct in the financial statements.

Effect — Inadequate internal controls over recording of transactions affects the County’s ability to detect
misstatements in amounts that could be material in relation to the financial statements.

Recommendation — We recommend that all general ledger accounts are reconciled in a timely manner and
adjustments made for any differences noted.

Views of Responsible Officials — Agree. The County will continue to try to identify all of the items that need to be
adjusted at year end and make the necessary adjustments.
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2022-005 Lack of Meeting Minutes — Component Unit — Material Noncompliance
Material Weakness in Internal Controls

Condition — Burke County Water Resource District (the District) has not completed board meeting minutes since
July 2018. The District confirmed that phone meetings occurred with a quorum of board members, however no
meeting minutes were documented regarding the board’s communication and the board decisions that were
made pertaining to the District.

Criteria — North Dakota Century Code 61-16.1-04 states “The water resource board shall keep accurate minutes
of its meetings and accurate records and books of account, clearly setting out and reflecting the entire
operation, management, and business of the district. These books and records shall be kept at the principal
office of the district or at such other regularly maintained office or offices of the district as shall be designated
by the board, with due regard to the convenience of the district, its customers, and residents. The books and
records shall be open to public inspection during reasonable business hours.”

North Dakota Century Code 44-04-17.1(9a) states “Meeting” means a formal or informal gathering or a work
session, whether in person or through any electronic means, of;
(1) A quorum of the members of the governing body of a public entity regarding public business; or
(2) Less than a quorum of the members of the governing body of a public entity regarding public
business, if the members attending one or more of the smaller gatherings collectively constitute a
quorum and if the members hold the gathering for the purpose of avoiding the requirements of
section 44-04-19.

North Dakota Century Code 44-04-17.1(15) states “Quorum” means one-half or more of the members of the

governing body, or any smaller number if sufficient for a governing body to transact business on behalf of the
public entity.

Cause — The District may not have been aware of when meeting minutes are to be recorded and maintained.

Effect — The District may be in violation of North Dakota Century Code 61-16.1-04.

Recommendation — We recommend the District ensure compliance with North Dakota Century Code 61-16.1-04
regarding meeting minutes.

Views of Responsible Officials — Agree. Going forward all phone conversations will be documented.
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2022-006 Conflict of Interest — Component Unit — Material Noncompliance
Material Weakness in Internal Controls

Condition — During discussions with Burke County Water Resource District (the District), it was noted that
possible conflicts of interest may have occurred without recuse involving a board member and the member’s
immediate family.

Criteria — North Dakota Century Code 44-04-22 states “A person acting in a legislative or quasi-legislative or
judicial or quasi-judicial capacity for a political subdivision of the state who has a direct and substantial personal
or pecuniary interest in a matter before that board, council, commission, or other body, must disclose the fact to
the body of which that person is a member, and may not participate in or vote on that particular matter without
the consent of a majority of the rest of the body.”

Cause — The District did not maintain meeting minutes to ensure board member recusal as identified in finding
2021-005. Additionally, the District may not have adequate procedures in place to handle a higher risk of
conflicts of interest possibilities that decision makers of this District could have.

Effect — The District may be in violation of North Dakota Century Code 44-04-22.

Recommendation — We recommend the District educate staff and board members as to what constitutes a
conflict of interest to ensure compliance with North Dakota Century Code 44-04-22.

Views of Responsible Officials — Agree. Will educate Board members as to what constitutes a conflict of interest.

2022-007 Lack of Board Oversight — Component Unit — Material Weakness

Condition — Burke County Water Resource District’s expenditures are currently not being approved by the
Board.

Criteria — The Committee of Sponsoring Organizations of the Treadway Commission (COSO) model defines
internal control as a process designed to provide reasonable assurance of the achievement of objectives that
involve the effectiveness and efficiency of operations, reliability of financial reporting, and compliance with
applicable laws and regulations. Pertaining to invoices to be paid by the District, management is responsible for
adequate internal controls surrounding the review process.

Cause — The District does not have an adequate process to ensure all expenditures are approved by the Board.
Effect — Without adequate review and approval of the expenditures by the Board, the District exposes itself to
an increased risk of loss of assets, potential liabilities, and damage to the District’s reputation, whether due to

error or fraud.

Recommendation — We recommend the District ensure that all expenditures are approved by the Board.

Views of Responsible Officials — Agree. Will get approval from the Board for all expenditures.
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2022-008 Excess Cash Reserves — Material Noncompliance

Condition — For the year ended December 31, 2022, Burke County’s general fund and one nonmajor special
revenue fund has cash reserve balances that were in excess of 75% of the annual appropriation. The general
fund and nonmajor special revenue fund have cash reserves above 75% of the annual appropriation as of
December 31, 2022, in the amount of approximately $7,155,177 and $43,000, respectively.

Criteria — N.D.C.C. 11-23-02, item 9, limits the cash reserve in the general fund and special revenue funds to not
exceed 75% of the appropriation for that fund.

Cause — The County was not aware of how to properly calculate this specific requirement within N.D.C.C. 11-23-
02.

Effect — The County being out of compliance with the cash reserve requirements of N.D.C.C. 11-23-02 caused
excess property taxes to be levied during 2022.

Recommendation — We recommend that the County adhere to all specific requirements of N.D.C.C. 11-23-02.

Views of Responsible Officials — Management agrees with the finding. The County will continue to review the
requirements of N.D.C.C. 11-23-02, item 9, in the future.

38



