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INDEPENDENT AUDITOR'S REPORT 
 
 
 
To the City Commission 
City of Crosby  
Crosby, North Dakota 
 
Report on the Audit of the Financial Statements 
 
Disclaimer of Opinions  
 
We were engaged to audit the financial statements of the governmental activities, the business-
type activities, the discretely presented component unit, each major fund, and the aggregate 
remaining fund information of the City of Crosby, North Dakota, as of and for the year ended 
December 31, 2022, and the related notes to the financial statements as listed in the table of 
contents, which collectively comprise the City’s basic financial statements as listed in the table 
of contents. 
 
Summary of Opinions 
 
Opinion Unit Type of Opinion 
Governmental Activities 
Business-Type Activities 

Disclaimer 
Disclaimer 

Discretely Presented Component Unit Disclaimer 
General Fund Disclaimer 
Municipal Highway Fund Disclaimer 
Water, Sewer & Treatment Plant Fund Disclaimer 
Landfill Fund Disclaimer 
Tree Fund Disclaimer 
Aggregate Remaining Fund Information Disclaimer 
 
Disclaimer of Opinions on the Governmental Activities, Business – Type Activities, Each 
Major Fund and the Aggregate Remaining Fund Information 
 
We do not express an opinion on the financial statements of the governmental activities, the 
business-type activities, the discretely presented component unit, each major fund, and the 
aggregate remaining fund information. Because of the significance of the matter described in 
the Basis for Disclaimer of Opinions section of our report, we have not been able to obtain 
sufficient appropriate audit evidence to provide a basis for the audit opinions on the financial 
statements of the governmental activities, the business-type activities, discretely presented 
component unit, each major fund, and the aggregate remaining fund information of the City of 
Crosby. Accordingly, we do not express an opinion on these financial statements. 
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Basis for Disclaimer of Opinions 
 
Matter Giving Rise to Disclaimer of Opinion on the Governmental Activities, Business-
Type Activities, Each Major Fund and the Aggregate Remaining Fund Information 
 
We were engaged to conduct an audit in accordance with auditing standards generally accepted 
in the United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. Our 
responsibilities under those standards are further described in the Auditor's Responsibilities for 
the Audit of the Financial Statements section of our report. We are required to be independent 
of the City of Crosby, and to meet our other ethical responsibilities, in accordance with the 
relevant ethical requirements relating to our audit.  
 
City of Crosby did not maintain detailed financial accounting records and supporting 
documentation for the year ended December 31, 2022.  
 
Matter Giving Rise to Disclaimer of Opinion on the Discretely Presented Component Unit 
 
The financial statements of the City of Crosby Housing Authority have not been audited, and we 
were not engaged to audit the City of Crosby Housing Authority financial statements as part of 
our audit of the City of Crosby’s basic financial statements. City of Crosby Housing Authority’s 
financial activities are included in the City of Crosby’s basic financial statements as a part of the 
discretely presented component unit and represent 100 percent of the assets, net position, 
revenues and expenses of the City of Crosby’s discretely presented component units. 
 
Emphasis of Matters 
 
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. 
 
Correction of Error 
 
As described in Note 13 to the financial statements, a prior period adjustment has been made to 
adjust the beginning fund balance of non-major governmental funds and beginning net position 
of the governmental activities. Our opinions are not modified in respect to this matter. 
 
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 as described in Note 1, 
this includes determining that the modified cash basis of accounting is an acceptable basis for 
presentation 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. 
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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. Because of the matter described in the Basis for 
Disclaimer of Opinion section, however, we were not able to obtain sufficient appropriate audit 
evidence to provide a basis for an audit opinion on the Governmental Activities, Business-Type 
Activities, the Discretely Presented Component Unit, Each Major Fund and the Aggregate 
Remaining Fund Information. Reasonable assurance is a high level of assurance but is not 
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with 
generally accepted auditing standards and Government Auditing Standards will always detect a 
material misstatement when it exists. The risk of not detecting a material misstatement resulting 
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they 
would influence the judgment made by a reasonable user based on the financial statements. 
 
In performing an audit in accordance with generally accepted auditing standards and 
Government Auditing Standards, we: 
 

 Exercise professional judgment and maintain professional skepticism throughout the 
audit. 
 

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

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

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

 Conclude whether, in our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the City of Crosby’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. 
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Other Information 
 
Disclaimer of Opinion on Supplementary Information 
 
Management is responsible for the other information included in the annual report. The other 
information comprises the budgetary comparison schedules 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 basic 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 
January 21, 2025 on our consideration of the City of Crosby’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 of 
Crosby’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 of Crosby’s internal control over financial reporting and compliance. 
 
 
 
BRADY, MARTZ & ASSOCIATES, P.C. 
BISMARCK, NORTH DAKOTA 
 
January 21, 2025 
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Governmental 
Activities

Business-type 
Activities Total

Component 
Unit

ASSETS
Current assets:

Cash and cash equivalents 4,740,290$     -$               4,740,290$     84,351$          
Interfund balances 384,884          (384,884)        -                     -                     

Total current assets 5,125,174       (384,884)        4,740,290       84,351            

Non-current assets
Capital assets, depreciable 224,632          976,046          1,200,678       22,412            

Total non-current assets 224,632          976,046          1,200,678       22,412            
Total assets 5,349,806       591,162          5,940,968       106,763          

LIABILITIES
Long term debt -                     -                     -                     582,089          

NET POSITION
Net investment in capital assets 224,632          976,046          1,200,678       (559,677)        
Restricted for:

Economic development 34,964            -                     34,964            -                     
Emergency 48,592            -                     48,592            -                     

Unrestricted 5,041,618       (384,884)        4,656,734       84,351            
Total net position 5,349,806$     591,162$        5,940,968$     (475,326)$      
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Functions/Programs Expenses
Charges for 

Services

Operating 
Grants and 

Contributions

Capital 
Grants and 

Contributions
Governmental 

Activities

Business-
type 

Activities Total
Component 

Unit
Governmental activities:

General government 1,109,834$     7,142$        -$               -$               (1,102,692)$  (1,102,692)$  
Public safety 193,122          -                 -                 -                 (193,122)      (193,122)      
Highways and streets 216,029          -                 -                 -                 (216,029)      (216,029)      
Economic development 579,410          -                 -                 -                 (579,410)      (579,410)      

Total governmental activities 2,098,395       7,142          -                 -                 (2,091,253)    (2,091,253)    
Business-type activities:

Water, Sewer & Treatment Plant 937,775          504,957 -                 -                 (432,818)$    (432,818)      
Landfill 224,936          217,979      -                 -                 (6,957)         (6,957)          
Tree 10,670            5,380          -                 -                 (5,290)         (5,290)          

Total business-type activities 1,173,381       728,316      -                 -                 (445,065)     (445,065)      

Total primary government 3,271,776$     735,458$     -$               -$               (2,091,253)    (445,065)     (2,536,318)    

Housing Authority 150,233$        164,136$     -$               -$               13,903$       

General receipts:
Taxes:

Property taxes 143,408       -                 143,408       -                  
Cigarette tax 2,035 -                 2,035           -                  
Sales taxes 563,805       -                 563,805       -                  
Highway tax 103,154 -                 103,154       -                  
Oil and gas tax 1,615,862 -                 1,615,862     -                  

State aid 82,988 -                 82,988         -                  
Interest income 6,786 -                 6,786           -                  
Miscellaneous 245,007 3,174          248,181 991
Transfers In (Out) (9,511)          9,511          -                  -                  

Total general receipts 2,753,534     12,685        2,766,219     991              

Change in net position 662,281       (432,380)     229,901       14,894         

Net position - beginning of year, as originally stated 4,586,647     1,023,542    5,610,189     (490,220)      
Prior period adjustment - see note 13 100,878       -                 100,878       -                  

Net position - beginning of year, restated 4,687,525     1,023,542    5,711,067     (490,220)      

Net position - ending 5,349,806$   591,162$     5,940,968$   (475,326)$     

Program Revenues
Net (Expenses) Receipts and 

Changes in Net Position
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General
Municipal 
Highway

Nonmajor 
Governmental 

Funds Total
ASSETS

Cash and cash equivalents 4,655,763$   -$                  84,527$        4,740,290$   
Due from other funds 939,911        -                    -                    939,911        

Total assets 5,595,674$   -$                  84,527$        5,680,201$   

LIABILITIES
Due to other funds -$                  547,765$      7,262$          555,027$      

FUND BALANCES
Restricted -                    -                    83,556          83,556          
Committed 761,071 -                    -                    761,071        
Unassigned 4,834,603     (547,765)       (6,291)           4,280,547     

Total fund balances (deficit) 5,595,674     (547,765)       77,265          5,125,174     
Total liabilities and fund balances 5,595,674$   -$                  84,527$        5,680,201$   
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Total Governmental Funds Balance 5,125,174$ 

Amounts reported for governmental activities in the Statement of Net Position
are different because:

Capital assets used in governmental activities are not current financial 
resources and therefore are not reported in the fund financial statements, 
but are reported in the governmental activities of the Statement of Net Position. 224,632

Net Position of Governmental Activities 5,349,806$ 
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General
Municipal 
Highway

Nonmajor 
Governmental 

Funds  Total 
REVENUES

Taxes 122,691$      -$                  20,717$        143,408$      
Sales taxes 563,805 -                    -                    563,805        
Licenses and permits 7,142 -                    -                    7,142            
Intergovernmental 1,700,884 103,154 -                    1,804,038     
Fines and forfeits 80                 -                    -                    80                 
Interest 6,786 -                    -                    6,786            
Miscellaneous 77,635 -                    102,292        179,927        

Total revenues 2,479,023     103,154        123,009        2,705,186     

EXPENDITURES
General government 888,315 -                    209,190        1,097,505
Public safety 193,122 -                    -                    193,122        
Highways and streets 654               215,375        -                    216,029        
Economic development 575,203        -                    4,207            579,410        

Capital outlay -                    214,510        -                    214,510        
Total expenditures 1,657,294     429,885        213,397        2,300,576     

Excess of revenues over (under) expenditures 821,729        (326,731)       (90,388)         404,610        

OTHER FINANCING SOURCES (USES)
Proceeds from sale of non-capital assets -                    65,000 -                    65,000          
Transfers in -                    11,665          -                    11,665          
Transfers out (21,176)         -                    -                    (21,176)         

Total other financing
 sources (uses) (21,176)         76,665          -                    55,489          

Net change in fund balances 800,553        (250,066)       (90,388)         460,099        

Fund balances - beginning, as originally stated 4,795,121 (297,699)       66,775          4,564,197     
Prior period adjustment - see note 13 -                    -                    100,878        100,878        
Fund balances - beginning, as restated 4,795,121     (297,699)       167,653        4,665,075     

Fund balances - ending 5,595,674$   (547,765)$     77,265$        5,125,174$   
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Net Change in Fund Balance - Governmental Funds 460,099$    

Amounts reported for governmental activities in the Statement of Activities
are different because:

Capital outlay 214,510      
Depreciation expense (12,328)       

Excess of capital outlay over depreciation expense 202,182      

Change in Net Position 662,281$    
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Water, Sewer 
& Treatment 

Plant Landfill Tree Total
ASSETS
Non-current assets

Capital assets, depreciable 976,046$      -$                  -$                  976,046$      
Total non-current assets 976,046        -                    -                    976,046        

Total assets 976,046$      -$                  -$                  976,046$      

LIABILITIES
Current liabilities

Due to other funds 35,143$        263,397$      86,344$        384,884$      
Total current liabilities 35,143          263,397        86,344          384,884        

NET POSITION
Net investment in capital assets 976,046        -                    -                    976,046        
Unrestricted (35,143)         (263,397)       (86,344)         (384,884)       
Total net position 940,903        (263,397)       (86,344)         591,162        

Total liabilities and net position 976,046$      -$                  -$                  976,046$      

Business-type Activities - Proprietary Funds
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Water, Sewer 
& Treatment 

Plant Landfill Tree Total
OPERATING REVENUES
Charges for sales and services

Water, sewer, treatment plant operations 504,957$      -$                  -$                  504,957$      
Landfill operations -                    217,979        -                    217,979        
Tree operations -                    -                    5,380            5,380            
Miscellaneous 3,174 -                    -                    3,174            

Total operating revenues 508,131        217,979        5,380            731,490        

OPERATING EXPENSES
Salaries and benefits 106,252        -                    -                    106,252        
Supplies, repairs and maintenance 100,737        -                    10,670          111,407        
Insurance -                    -                    -                    -                    
Utilities 20,290          -                    -                    20,290          
Professional fees 416,108        -                    -                    416,108        
Security deposit refunds -                    -                    -                    -                    
Miscellaneous 121,974        -                    -                    121,974        
Sanitation expenses -                    224,936        -                    224,936        
Depreciation 172,414        -                    -                    172,414        

Total operating expenses 937,775        224,936        10,670          1,173,381     

Operating income (loss) (429,644)       (6,957)           (5,290)           (441,891)       

OTHER FINANCING SOURCES (USES)
Transfers in 9,511            -                    -                    9,511            

Change in net position (420,133)       (6,957)           (5,290)           (432,380)       

Net position - beginning 1,361,036     (256,440)       (81,054)         1,023,542     

Net position - ending 940,903$      (263,397)$     (86,344)$       591,162$      

Business-type Activities - Proprietary Funds
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Water, Sewer 
& Treatment 

Plant Landfill Tree Total
CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers and users 508,131$      217,979$      5,380$          731,490$      
Payments to suppliers (659,109)       (224,936)       (10,670)         (894,715)       
Payments to employees (106,252)       -                    -                    (106,252)       

Net cash provided (used) by operating
activities (257,230)       (6,957)           (5,290)           (269,477)       

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Interfund receipts 294,387        6,957            5,290            306,634        

Net cash provided (used) by noncapital and
related financing activities 294,387        6,957            5,290            306,634        

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Purchase of capital assets (91,309)         -                    -                    (91,309)         

      Net cash provided (used) by capital and
      related financing activities (91,309)         -                    -                    (91,309)         
  Net change in cash and cash equivalents (54,152)         -                    -                    (54,152)         
Cash and cash equivalents, January 1 54,152          -                    -                    54,152          
Cash and cash equivalents, December 31 -$                  -$                  -$                  -$                  

Business-type Activities - Proprietary Funds

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:

Net operating income (loss) (429,644)$     (6,957)$         (5,290)$         (441,891)$     

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

Depreciation 172,414        -                    -                    172,414        

Net cash provided (used) by operating activities (257,230)$     (6,957)$         (5,290)$         (269,477)$     
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NOTE 1 DESCRIPTION OF THE CITY AND REPORTING ENTITY 
 

The City of Crosby, North Dakota operates under a City Council form of government. The 
accounting policy of the City of Crosby is to maintain the accounting records on a modified cash 
basis, which is a comprehensive basis of accounting other than accounting principles generally 
accepted in the United States of America. The Governmental Accounting Standards Board 
(GASB) is the accepted standard setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the government’s accounting policies are 
described below. 
 
As discussed further in the “Measurement Focus” and “Basis of Accounting” sections in Note 1, 
these financial statements are presented on a modified cash basis of accounting. The basis of 
accounting differs from accounting principles generally accepted in the United States of America 
(GAAP). Accounting principles generally accepted in the United States of America include all 
relevant Governmental Accounting Standards Board (GASB) pronouncements. 

 
Financial Reporting Entity 
 
The accompanying financial statements present the activities of the City of Crosby. 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 would 
cause the City’s financial statements to be misleading or incomplete. The Governmental 
Accounting Standards Board has set forth criteria to be considered in determining financial 
accountability. 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 upon the application of these criteria, the Crosby Housing Authority qualifies as 
a component unit of the City. Separate financial statements are not issued for the Crosby 
Housing Authority. 
 
Government-Wide and Fund Financial Statements 
 
The government-wide financial statements (i.e., the statement of net position and the statement 
of activities) report information on all of the non-fiduciary activities of the primary government of 
the City of Crosby. Governmental activities, which normally are supported by taxes and 
intergovernmental revenues, are reported separately from business-type activities, which rely to 
a significant extent on fees and charges for services. 
 
The statement of activities demonstrates the degree to which the direct disbursements of a 
given function or segment are offset by program receipts. Direct disbursements are those that 
are clearly identifiable with a specific function or segment. Program receipts 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 receipts are reported instead as 
general receipts.
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Fund Financial Statements 
 
The fund financial statements provide information about the City’s funds. Separate statements 
for each fund category - governmental and proprietary - 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. Non-operating revenues, 
such as subsidies and investment earnings, result from non-exchange 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 Fund. This fund is used to account for money received to be used for street 
and highway upkeep and repairs and the related expenditures made. 
 
The City reports the following major enterprise funds: 
 
Water, Sewer, Treatment Plant Fund. This fund is used to account for customer receipts for 
water, sewer, and treatment plant fees and operating expenditures for water, sewer, and 
treatment plant services. 
 
Landfill Fund. This fund is used to account for customer receipts for landfill fees and operating 
expenditures for landfill services. 
 
Tree Fund.  This fund is used to account for fees and operating expenditures for tree services.   
 
Measurement Focus 
 
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. 
 
In the government-wide Statement of Net Position and the Statement of Activities, both 
governmental and business-type activities are presented using the economic resources 
measurement focus, within the limitations of the modified cash basis of accounting, as defined 
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 expendable financial resources 
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during a given period.  These funds use fund balance as their measure of available 
expendable financial resources at the end of the period. 
 

b) The proprietary funds utilize 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 non-current, financial, or non-financial) associated with their activities 
are reported on a modified cash basis.  Proprietary fund equity is classified as net position. 

 
Basis of Accounting 
 
The basis of accounting determines when transactions are recorded in the financial records and 
reported on the financial statements.  The City’s financial statements are prepared under the 
modified cash basis of accounting. 
 
In the government-wide statements of net position and statement of activities and the fund 
financial statements, both governmental and business-like activities are presented using the 
modified cash basis of accounting.  This basis recognizes assets and net position/fund equity, 
revenues/receipts, and expenditures/expenses/disbursements when they result from cash 
transactions in the government-wide statements, governmental fund and proprietary fund 
statements, with a provision for recording capital assets, depreciation on capital assets and 
debt. This basis is a comprehensive basis of accounting other than accounting principles 
generally accepted in the United States of America. 
 
As a result of the use of this modified cash basis of accounting, certain assets and their related 
revenues (such as accounts receivable and revenue for billed or provided services not yet 
collected) and certain liabilities and their related expenses (such as accounts payable and 
expenses for goods or services received but not yet paid, and accrued expenses and liabilities) 
are not recorded in these financial statements.  
 
If the City utilized the basis of accounting recognized as generally accepted, the fund financial 
statements for governmental funds would use the modified accrual basis of accounting, while 
the fund financial statements for proprietary fund types would use the accrual basis of 
accounting.  All government-wide financials would be presented on the accrual basis of 
accounting. 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents include amounts in demand deposits. 
 
Capital Assets 
 
Capital assets, which include infrastructure, property, plant, and equipment, are reported in the 
applicable governmental or business-type activities columns in the government-wide financial 
statements. All governmental and business-type activities capital assets in service as of 
December 31, 2020 are recorded at their insured values at that time as an estimate of the 
historical cost. Additions made after 2020 are recorded at cost. The assets are updated for 
additions and retirements during the City’s fiscal year. Improvements that significantly extend 
the useful life of the asset are also capitalized. Donated capital assets are recorded at 
acquisition value at the date of donation. 
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The City does not have a dollar threshold at which assets are capitalized.  Capital assets with 
an estimated useful life in excess of one year or more are capitalized. The costs of normal  
maintenance and repairs that do not add to the value of the asset or materially extend asset 
lives are not capitalized. 
 
Capital assets are depreciated over their estimated useful lives on a straight-line basis. The City 
has established the following useful lives: 
 
 Buildings and improvements  30 years 
 Equipment   7-30 years 
 
Equity Classifications 
 
Government-wide Financial Statements 
 
Equity is classified as net position and displayed in three components: 
 

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

2) Restricted net position - Consists of net position with constraints placed on the 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. 
 

3) Unrestricted net position - All other net position that do not meet the definition of net 
investment in capital assets or restricted. 

 
It is the City's policy to first use restricted net position prior to the use of unrestricted net position 
when an expense is incurred for purposes for which both restricted and unrestricted net position  
are available. 
 
Fund Financial Statements 
 
In the fund financial statements, governmental funds report aggregate amounts for five 
classifications of fund balances based on the constraints imposed on the use of these 
resources.  The non-spendable fund balance classification includes amounts that cannot be 
spent because they are either (a) not in spendable form - inventories; or (b) legally or 
contractually required to be maintained intact. 
 
The spendable portion of the fund balance comprises the remaining four classifications: 
restricted, committed, assigned, and unassigned. 
 
Restricted – This classification reflects the constraints imposed on resources either (a) 
externally by creditors, grantors, contributors, or laws or regulations of other governments; or (b) 
imposed by law through constitutional provisions or enabling legislation. 
 
Committed – These amounts can only be used for specific purposes pursuant to constraints 
imposed by formal resolutions or ordinances of the City Commission-the City’s highest level of 
decision making authority.  Those committed amounts cannot be used for any other purpose 
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unless the City Commission removes the specified use by taking the same type of action 
imposing the commitment.  This classification also includes contractual obligations to the extent 
that existing resources in the fund have been specifically committed for use in satisfying those 
contractual requirements. 
 
Assigned – This classification reflects the amounts constrained by the City’s “intent” to be used 
for specific purposes but are neither restricted nor committed.  The City Commission and City 
Auditor have the authority to assign amounts to be used for specific purposes.  Assigned fund 
balances include all remaining amounts (except negative balances) that are reported in 
governmental funds, other than the General Fund, that are not classified as non-spendable and 
are neither restricted nor committed. 
 
Unassigned – This fund balance is the residual classification for the General Fund.  It is also 
used to report negative fund balances in other governmental funds. 
 
When both restricted and unrestricted resources are available for use, the City’s preference is to 
first use restricted resources, then unrestricted resources—committed, assigned, and 
unassigned—in order as needed. 
 
The City does not have a minimum fund balance policy. 
 
Interfund Transactions 
 
Quasi-external transactions are accounted for as revenues, expenditures or expenses.  
Transactions that constitute reimbursements to a fund for expenditures/expenses initially made 
from it that are properly applicable to another fund, are recorded as expenditures/expenses in 
the reimbursing fund and as reductions of expenditures/expenses in the fund that is reimbursed. 
 
All other interfund transactions, except quasi-external transactions and reimbursements, are 
reported as transfers.  Nonrecurring or nonroutine permanent transfers of equity are reported as 
residual equity transfers.  All other interfund transfers are reported as operating transfers. 
 
Property Taxes 
 
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 
property on January 1 and may be paid in two installments. The first installment includes one-
half of the real estate taxes and all the special assessments and the second installment is the 
balance of the real estate taxes.  The first installment is due by March 1 and the second 
installment is due by October 15.  A 5% discount on property 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.  
 
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. 
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Use of Estimates 
 
The preparation of financial statements requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results 
could differ from those estimates. However, since the statements are prepared on a modified 
cash basis, management does not consider there to be any significant estimates. 
 
NOTE 2 LEGAL COMPLIANCE - BUDGETS  
 
Budgetary Information: 
 
The City Commission adopts an annual budget on a basis consistent with the modified cash 
basis of accounting for the general fund, each special revenue fund and each debt service fund 
of the municipality. The City is required to present the adopted and final amended revenues and 
expenditures for each of these funds. 
The following procedures are followed in establishing the budgetary data reflected in the 
financial statements: 
 
 On or before August 10 of the preceding fiscal year, the City prepares a preliminary budget 

for the next succeeding year beginning January 1.  The preliminary budget includes a 
detailed breakdown of the estimated revenues and appropriations. 
 

 The governing board holds a public hearing where any taxpayer may testify in favor or 
against any proposed disbursements or tax levies requested in the preliminary budget.  After 
the budget hearing which is to be held after September 7 but before October 7, the board 
adopts the final budget. 
 

 The final budget must be filed with the county auditor by October 10. 
 
 No disbursement shall be made or liability incurred in excess of the total appropriation by 

fund.  However, the governing board may amend the budget during the year for any revenue 
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 
proceedings of the board.  

 
 All annual appropriations lapse at year-end. 

 
Budget Amendments 
 
The City’s governing board did not amend the budgets during the year ended December 31, 
2022. 
 
Excess of Actual Expenditures Over Budget 
 
Expenditures exceeded budget in the General Fund by $377,894 and Municipal Highway Fund 
by $214,885 for the year ended December 31, 2022. No remedial action is anticipated or 
required by the City regarding these excess expenditures. 
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NOTE 3 DEPOSITS 
 
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. 
 
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, 
irrevocable standby letters of credit issued by federal home loan banks of a rating of AA or 
better by Moody’s Investors Service, Inc. or Standard & Poor’s Corporation, 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. 
 
The City maintains cash on deposit at a financial institution. The amounts on deposit were 
insured by the FDIC up to $250,000. At December 31, 2022, none of the City’s deposits were 
exposed to custodial credit risk, as all deposits were covered by FDIC coverage and authorized 
collateral through local financial institutions. $4,386,214 of the City’s deposits are covered by 
pledged securities held in the City’s name. The total securities pledged exceed 110% of the 
uninsured balance.  The City does not have a limit on the amount the City may invest in any one 
issuer. The City does not have an investment policy that specifically addresses credit risk. 
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NOTE 4 CAPITAL ASSETS 
 
Capital asset activity for the year ended December 31, 2022 was as follows: 
 

Balance Balance
Governmental Activities: 1/1/2022 Additions (Disposals) 12/31/2022

Capital assets being depreciated:
Equipment -$                     214,510$    -$                214,510$    
Building and improvements 2,759,084         -                  -                  2,759,084   

Total capital assets 2,759,084         214,510      -                  2,973,594   

Less accumulated depreciation:
Equipment -                       10,726        -                  10,726        
Building and improvements 2,736,634         1,602          -                  2,738,236   

Total accumulated depreciation 2,736,634         12,328        -                  2,748,962   

Net capital assets 22,450$            202,182$    -$                224,632$    

Balance Balance
Business-Type Activities: 1/1/2022 Additions (Disposals) 12/31/2022

Capital assets not being depreciated:
Construction in Progress 320,691$          91,309$      (412,000)$   -$                

Total capital assets 320,691            91,309        (412,000)     -                  

Capital assets being depreciated:
Buildings and improvements -                       412,000      -                  412,000      
Equipment 4,189,298         -                  (2,283,688)  1,905,610   

Total capital assets 4,189,298         412,000      (2,283,688)  2,317,610   

Less accumulated depreciation:
Buildings and improvements -                       1,144          -                  1,144          
Equipment 3,452,838         171,270      (2,283,688)  1,340,420   

Total accumulated depreciation 3,452,838         172,414      (2,283,688)  1,341,564   

Net capital assets 1,057,151$       330,895$    (412,000)$   976,046$    

 
Depreciation of $12,328 was charged to general government. 
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NOTE 5 DEFICIT BALANCES 
 
The following funds were in a deficit position at December 31, 2022: 

Governmental Funds:
Municipal Highway (547,765)$ 
Cemetery (6,291)       

Proprietary Funds:
Landfill (263,397)   
Tree (86,344)     

Component Unit:
Housing Authority (475,326)    

 
The deficits will be alleviated by tax collections, fee collections, grant proceeds, or transfers 
from the general fund. 
 
NOTE 6 DUE TO/DUE FROM OTHER FUNDS 
 
The due to and due from other funds consist of cash overdrafts. They are not expected to be 
repaid in the next year. The due to and due from other funds are as follows as of December 31, 
2022: 
 

Due To Due From

Governmental Funds
General fund -$                939,911$    
Municipal highway fund 547,765      -                  
Non-major governmental funds 7,262          -                  
Total governmental funds 555,027$    939,911$    

Proprietary Funds
Water, sewer, and treatment plant fund 35,143$      -$                
Landfill fund 263,397      -                  
Non-major proprietary funds 86,344        -                  
Total proprietary funds 384,884$    -$                

Fund
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NOTE 7 TRANSFERS 
 
Interfund transfers are as follows as of December 31, 2022: 
 

Transfer In Transfer Out

Governmental Funds
General fund -$                  21,176$        
Municipal highway fund 11,665          -                    
Total governmental funds 11,665          21,176          

Proprietary Funds
Water, Sewer & Treatment Plant 9,511            -                    

Total 21,176$        21,176$        

 
Transfers consist of payroll expenses paid by the general fund on behalf of other funds. 
 
NOTE 8 PENSION PLAN 
 
The City participates in the North Dakota Public Employees’ Retirement System (NDPERS) 
administered by the State of North Dakota. Following is a brief description of the plan. 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.  The plan provides retirement, disability, and death benefits.  The cost to 
administer the plan is financed through contributions and investment earnings of the plan.   
 
Responsibility for administration of the NDPERS defined benefit pension plan is assigned to a 
Board comprised of nine members.  The Board consists of a Chairman, who is appointed by the 
Governor; one member appointed by the Attorney General; one member appointed by the State 
Health Officer; three members elected by the active membership of the NDPERS system; and 
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.  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 was 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. 
The Main Plan will be closed to new employees with the passage of House Bill 1040.  The 
effective date is dependent upon NDPERS implementing the changes to set up a new defined 
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contribution (DC) plan.  If the DC plan is set up by December 31, 2023, then the effective date 
of the Main Plan closure will be January 1, 2024.  If the changes cannot be accomplished by 
then, the effective date will be January 1, 2025. 
 
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. 
 
Refunds of Member Account Balance 
 
Upon termination, if a member of the Main System is not vested (is not 65 or does not have 
three years of service), they will receive the accumulated member contributions and vested 
employer contributions, plus interest, or may elect to receive this amount at a later date.  If the 
member has vested, they have the option of applying for a refund or can remain as a terminated 
vested participant.  If a member terminated and withdrew their accumulated member 
contribution and is subsequently reemployed, they have the option of repurchasing their 
previous service. 
 
Member and Employer Contributions 
 
Member and employer contributions paid to NDPERS are set by statute and are established as 
a percent of salaries and wages.  Member contribution rates are 7% and 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. Employer contribution rates increase by 1% beginning January 1, 2024. 
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The member’s account balance includes the vested employer contributions equal to the 
member’s contributions to an eligible deferred compensation plan. The minimum member 
contribution is $25 and the maximum may not exceed the following: 
 1 to 12 months of service – Greater of one percent of monthly salary or $25 
 13 to 24 months of service – Greater of two percent of monthly salary or $25 
 25 to 36 months of service – Greater of three percent of monthly salary or $25 
 Longer than 36 months of service – Greater of four percent of monthly salary or $25 
 
Actual contributions to the plan for the year were $16,261. 
 
NOTE 9 OTHER POST EMPLOYMENT BENEFITS 
 
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.  
 
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 
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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. 
 
Actual contributions to the plan for the year were $2,604. 
 
NOTE 10 RISK MANAGEMENT 
 
The City of Crosby is exposed to various risks of loss related torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.   
 
In 1986, the state agencies and political subdivisions of the State of North Dakota joined 
together to form the North Dakota Insurance Reserve Fund (NDIRF), a public entity risk pool 
currently operating as a common risk management and insurance program for the state and 
over 2,000 political subdivisions.  The City of Crosby 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 $1,000,000 per occurrence for general liability. 
 
The City of Crosby 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 State 
Bonding Fund currently provides the City 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. 
 
The City of Crosby has workers compensation with the Workforce Safety and Insurance and 
purchases commercial insurance for employee health and accident insurance for its full-time 
employees. 
 
There have been no significant reductions in insurance coverage from the prior year and settled 
claims resulting from these risks have not exceeded insurance coverage in any of the past three 
years. 
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NOTE 11 RELATED PARTIES 
 
During the year ended December 31, 2022, the City had payments to related parties of $42,900.  
Transactions consisted of construction work, utilities and insurance charges. These related 
parties are companies with connections to members on the board.  Said members abstain from 
voting on decisions relating to the transactions relating to these companies. 
 
NOTE 12 FUND BALANCES 
 
At December 31, 2022, a summary of the governmental fund balance classifications is as 
follows: 
 

General
Municipal 
Highway

Nonmajor 
Governmental 

Funds Total
Restricted for:

Economic development -$                -$               34,964$        34,964$       
Emergency -                  -                 48,592          48,592         

Committed for:
Hospital and Parks and Rec sales tax 761,071      -                 -                    761,071       

Unassigned 4,834,603   (547,765)    (6,291)           4,280,547    
5,595,674$ (547,765)$  77,265$        5,125,174$  

NOTE 13 PRIOR PERIOD ADJUSTMENT 
 
The City recorded prior period adjustment to the December 31, 2021 financial statements to 
include the ARPA fund on the governmental fund statements and the statement of net position. 
This resulted in an increase in cash and beginning fund balance of $100,878 on the 
governmental fund financial statements, and a corresponding increase in cash and beginning 
net position of $100,878 on the governmental activities financial statements.  

 
NOTE 14 SUBSEQUENT EVENTS 
 
The City entered contracts of approximately $1,268,395 during 2023 for sidewalk 
improvements, water meeting and smart point upgrade and stormwater outfall maintenance 
projects.  
 
In 2024, the City accepted a $13,783,868 bid for a large infrastructure project, but cancelled the 
bid two months later. Amounts paid for preliminary and engineering costs on the project totaled 
approximately $490,000.  
 
Subsequent events have been evaluated through January 21, 2025, which is the date these 
financial statements were available to be issued.
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Original & 
Final Budget Actual

Variance with 
Final Budget

REVENUES
Taxes 66,250$        122,691$        56,441$          
Sales taxes -                    563,805          563,805          
Licenses and permits 16,725          7,142              (9,583)            
Intergovernmental 1,338,567     1,700,884       362,317          
Fines and forfeits 1,000            80                   (920)               
Interest 4,000            6,786              2,786              
Miscellaneous 120,000        77,635            (42,365)          

Total revenues 1,546,542     2,479,023       932,481          

EXPENDITURES
Current:

General government 639,700        888,315          (248,615)        
Public safety 204,272        193,122          11,150            
Highways and streets 28,000          654                 27,346            
Health and welfare 1,500            -                     1,500              
Culture and recreation 30,000          -                     30,000            
Economic development 375,928        575,203          (199,275)        

Total expenditures 1,279,400     1,657,294       (377,894)        
Excess of revenues over (under) expenditures 267,142        821,729          554,587          

OTHER FINANCING SOURCES (USES)
Transfers out -                    (21,176)          (21,176)          

Total other financing sources (uses) -                    (21,176)          (21,176)          
Excess of revenues and other sources
    over expenditures 267,142$      800,553          533,411$        

Fund balances - beginning 4,795,121       
Fund balances - ending 5,595,674$     
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Original & 
Final Budget Actual

Variance with 
Final Budget

REVENUES
Intergovernmental 105,000$      103,154$        (1,846)$          

EXPENDITURES
Highways and streets 215,000        215,375          (375)               

Capital outlay -                    214,510          (214,510)        

Total expenditures 215,000        429,885          (214,885)        

Excess of revenues over (under) expenditures (110,000)       (326,731)        (216,731)        

OTHER FINANCING SOURCES
Proceeds from sale of non-capital assets -                    65,000            65,000            
Transfers in -                    11,665            11,665            

Total other financing sources -                    76,665            76,665            
Excess of revenues and other sources
    under expenditures (110,000)$     (250,066)        (140,066)$      

Fund balances - beginning (297,699)        
Fund balances - ending (547,765)$      
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS  

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN  
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 
 
To the City Commission 
City of Crosby  
Crosby, North Dakota 
 
We were engaged to perform an audit in accordance with the auditing standards generally 
accepted in the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standards issued by the Comptroller General of the United 
States, the financial statements of the governmental activities, the business-type activities, the 
aggregate discretely presented component unit, each major fund, and the aggregate remaining 
fund information of the City of Crosby, as of and for the year ended December 31, 2022, and the 
related notes to the financial statements, which collectively comprise the City of Crosby’s basic 
financial statements and have issued our report thereon dated January 21, 2025. Our report 
disclaims an opinion on the governmental activities, the business-type activities, each major 
fund, and the aggregate remaining fund information, and the related notes to the financial 
statements because adequate detailed financial reports and supporting documentation were not 
maintained and we were not able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion. Our report also disclaims an opinion on the discretely presented 
component unit. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the City of 
Crosby’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 of Crosby’s internal control. Accordingly, we do not express an opinion 
on the effectiveness of the City of Crosby’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and therefore, material weaknesses or 
significant deficiencies may exist that were not identified. However, as described in the 
accompanying schedule of findings and responses, we identified certain deficiencies in internal 
control that we consider to be material weaknesses and a significant deficiency. 
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A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis. A 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 City’s financial statements will not be prevented, 
or detected and corrected on a timely basis. We consider the deficiencies described as items 
2022-001 and 2022-002 in the accompanying schedule of findings and responses to be material 
weaknesses. 
  
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is 
less severe that a material weakness, yet important enough to merit attention by those charged 
with governance. We consider the deficiency as described as item 2022-003 in the accompany 
schedule of findings and responses to be a significant deficiency. 
  
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether City of Crosby’s financial statements 
are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which 
could have a direct and material effect on the financial statements. However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, 
we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
 
City of Crosby’s Responses to Findings 
 
Government Auditing Standards requires the auditor to perform limited procedures on the City 
of Crosby’s response to the findings identified in our audit and described in the accompanying 
schedule of findings and responses. City of Crosby’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. 
 
 
 
BRADY, MARTZ & ASSOCIATES, P.C. 
BISMARCK, NORTH DAKOTA 
 
January 21, 2025 
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2022-001: Material Weakness – Financial Statements and Material Journal Entries  
 
Criteria 
An appropriate system of internal controls requires that the City make a determination that 
financial statements and the underlying general ledger accounts are properly stated in 
compliance with the modified cash basis of accounting.  This requires the City’s personnel to 
maintain a working knowledge of current accounting principles and required financial statement 
disclosures. 
 
Condition 
The City's personnel prepare periodic financial information for internal use that meets the needs 
of the City Council.  However, the City does not have the internal resources to prepare full 
disclosure financial statements for external reporting.  The City has elected to have the auditors 
assist in the preparation of the financial statements and notes.  In addition, during our audit 
adjusting journal entries were proposed in order to properly reflect the financial statements in 
accordance with the modified cash basis of accounting.  
 
Cause 
The City elected to not allocate resources for the preparation of the financial statements. The 
City’s internal controls have not been designed to address the specific training needs required 
of its personnel to identify the adjustments necessary to properly reflect the financial statements 
in accordance with the modified cash basis of accounting. 
 
Effect 
There is an increased risk of material misstatement to the organization’s financial statements.  
The City’s financial statements were materially misstated prior to adjustments detected as a 
result of audit procedures. 
 
Recommendation 
We recommend the City consider the additional risk of having the auditors assist in the 
preparation of the financial statements and note disclosures and consider preparing them in the 
future.  As a compensating control the City should establish an internal control policy to 
document the annual review of the financial statements and schedules and to review a financial 
statement disclosure checklist. Accounting personnel will also need to determine the proper 
balance in each general ledger account prior to the audit. 
 
Views of Responsible Officials and Planned Corrective Actions 
At this time, the City will assume the acquired risk as the City is small and has minimal staff.  
There are very few options for a CPA to help with preparation of the financials. The City will 
work toward preparing a financial assistance committee or a financial statement disclosure 
checklist as well as looking into opportunities for the City Auditors to get higher level training. 
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2022-002: Material Weakness – Bank Reconciliations  
 
Criteria 
An appropriate system of internal controls requires all activity is accurately recorded in the 
underlying general ledger accounts and properly stated in compliance with the modified cash 
basis of accounting.   
 
Condition 
The City maintains a bank reconciliation in an excel spreadsheet outside of the accounting 
software.  Because of this, we are unable to determine if all cash receipts and disbursements 
are recorded in the accounting software. We were also unable to tie the reconciliation to the 
cash amount in the accounting software.  Because of this, we were unable to express an 
opinion on the governmental activities, the business-type activities, each major fund, and the 
aggregate remaining fund information, and the related notes to the financial statements. 
 
Cause 
The City maintains their bank reconciliation process outside of their accounting system. 
 
Effect 
There is an increased risk of material misstatement to the City’s financial statements whether 
due to error or fraud if bank reconciliations are not completed in the accounting software. 
 
Recommendation 
We recommend the City resolve its unreconciled net difference, review its current procedures, 
and ensure that all bank reconciliations are accurately completed on a monthly basis in the 
accounting system. 
 
Views of Responsible Officials and Planned Corrective Actions 
The City of Crosby decided to change banks for their operating account so the City Auditor is 
going to reach out to the software company to try and have the reconciliations done in the 
accounting system. 
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2022-003: Significant Deficiency – Segregation of Duties 
 
Criteria 
A proper system of internal control has the proper segregation of duties between authorization, 
custody, record keeping and reconciliation.  
 
Condition 
There is not a system in place for accounting duties to be properly segregated between 
authorization, custody, record keepings and reconciliation.  
 
Cause 
The City is subject to size and budget constraints limiting the number of personnel within the 
accounting department.  
 
Effect 
The design of internal control over financial reporting could adversely affect the ability to record, 
process, summarize and report financial data consistent with the assertions of management in 
the financial statements.  
 
Recommendation 
We recommend the City review their internal controls over the accounting functions to 
determine if additional procedures can be implemented that are cost effective. The board should 
constantly be aware of this condition. Compensating controls that mitigate the related risks 
could be (or are) provided through appropriate oversight of the performance of these functions 
and review of the financial reports by individuals with knowledge of current operations and 
accounting principles. 
 
Views of Responsible Officials and Planned Corrective Actions 
The City has taken corrective steps towards segregation of duties by separating current 
personnel between the duties of Accounts Payable and Accounts Receivable.  Although both 
staff have access to these accounting modules, staff try to maintain separation.  In addition, 
Payroll is always cross checked and verified before printing.  All checks require a signature from 
the auditor’s office and either the Mayor or Board President.  City staff is cross trained and 
divide job responsibilities to keep the City protected. 
 
 


