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INDEPENDENT AUDITOR'S REPORT

City Council
Ccity of Bottineau
Bottineau, North Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental
activities, the business type activities, the discretely presented component
units, each major fund, and the aggregate remaining fund information of the
City of Bottineau, North Dakota, as of and for the years ended December 31,
2015 and 2014, which collectively comprise the City’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with the modified cash basis of accounting
described in Note 1; this includes determination that the modified cash basis
of accounting is an acceptable basis for the 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 error or fraud.

Auditor’s Regponsibility

Our responsibility is to express opinions on these financial statements based
on our audit. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Thoge standards
require that we plan and perform the audit to obtain reascnable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence aboukt the
amounts and disclosures in the financial statements. The procedures selected
depend on the auvditor’s judgment, including the assessment of the rvisks of
material misstatement of the financial statements, whether due to fraud or
error. In making those rigk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair presentation of the
financial statements 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 entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reagonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in
all material respects, the respective financial position-modified cash basis
of the governmental activities, business-type activities, the discretely
pregsented component units, each major fund, and the aggregate remaining fund
information of the City of Bottineau, North Dakota, as of December 31, 2015
and 2014, and the respective changes in financial position-modified cash
basis, thereof for the year then ended in conformity with the basis of
accounting degcribed in Note 1.

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 ig a basis of accounting othexr than accounting
principles generally accepted in the United States of America. Our opinion is
not modified with respect to that matter.

Other Matters
Required Supplementary Information

The City of Bottineau has omitted the management’s discussion and analysis
that accounting principles generally accepted in the United States of America
require to be presented to supplement the basic financial statements. Such
missing information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considexs it to
be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context.

Our opinions on the bagic financial statements are not affected by this
misging information.

Accounting principles generally accepted in the United States of America
require that the budgetary comparison information on pages 42-52 he presented
to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, if required by the Governmental
Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic fipancial statements in an
appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the Unitéed States of
America, which consisted on inguiries of management about the methods of
preparing the information and comparing the information for consistency with
management’s responses to our inguiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance,




Other Reporting Required by Government Auditing Standards

Tn accordance with Government Auditing Standards, we have also issued our
reported dated July 31, 2017, on our consideration of the city’s internal
control over financial reporting and on our tests of lts compliance with
certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is 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 internal control
over financial reporting or compliance. That repoxrt is an integral part of an
audit performed in accordance with Government Auditing Standards in
considering the City of Bottineau’s internal control over financial reporting
and ccmpliance.

Lok st Jolomer

LERVIK & JOHNSON
Certified Public Accountants

July 31, 2017



CITY OF BOTTINEAU
Bottineau, North Dakota

STATEMENT OF NET POSITION-MODIFIED CASH BASIS
December 31, 2015

Primary Government Component Units

Businass Bottineau Bottineau
Governmental Type Revreational Alrport
Activities RActivities Total Council Authority
ASSETS:
Current Asgets:
Cash and Investments S 7,345,425.68 $ 1,633,869.41 $ 8,979,295.0% 3 26,19%.13 E} 153,222.89
Loans Receivable, Current Portion 106,987.82 - 106,987,862 - -
Total Current Assets 7,452,413.50 -1,633,869.41 g,086,282.91 26,19%.13 153,222.89
Noncurrent Agsets:
Restricted Cash 207%,000,00 - 207,000,080 - -
Loans Receivable, Net of Current
Porticn 534,229,91 - 534,229.91 - -
Capital Assets, Net of Accumulated
Depreclaticn 11,5%61,830.92 7,805,947.61 19,367,778.432 118,67%.17 3,285,962.04
Total Noncurrent Assets 12,303,060.83 7,805,947,51 2¢,109,008.34 118,679.17 3,285,962.04

Total Assets

DEFERRED CUTFLOWS OF RESOURCES:
Unamortized Deferred Loss on
Bond Refunding

LIABILITIES;
Current Lisbilities:
Current Portion of Bonds
Payable

Noitcurrent Liabilities:
Bonds Payable, Net of Curresnt
Portion
Discount on Bonds Payable

Compensated Absences
Total Noncurrent Liabilities
Total Liabilities

NET POSITION:
Net Investment in Capital Assets
Restricted for:
Capital Projects
Debt Service
Special Purposes
Unrestricted

Total Net Positlen

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

$ 19,755,474.33

$ 9,439,816.92

% 29,195,291.25

5 144,878.30 $

3,439,184.93

$ 43,769,38  § - $ 43,769.38 § - & -
5 295,000.00 § 37,006.00 8 332, 000.00 [ - $ -
2,445,000,00 378,000.,00 2,823,000,00 - -
(39,538.75) - {39,538.75)
2,405,461,25 378,000.00 2,783,461.25 - -
48,254.74 - 48,294,74 - -
2,453,755, 39 378,000,00 2,8331,755.99 - -
§ 2,748,755.%9 % 415,000.00 § 3,163,755.99 $ - $ -

5 8,905,139.05

$ 7,390,947.51

% 16,296,086.56

5 118,679,117 §

3,285,962.04

343,846.86 - 343,846.86 - -

207,080.00 - 207,000G,00 - -

230,595.407 - 230,595.07 - -
7,363,906.74 1,633,869.41 §,997,776.15 26,199,13 153,222,89

$ 17,050,487.72

$§ 9,024,816.92

5 26,075,304.64

$ 144,878.30 §

3,439,184.93
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CITY OF BOTTINEAU
Bottineau, North Dakota

RECONCILIATION OF STATEMENT OF ASSETS, L.IABILITIES AND FUND BALANCES
MODTFIED (CASH BASIS-GOVERNMENTAL FUNDS TC THE
STATEMENT OF NET POSITION-MODIFIED CASH BASIS
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2015

Total Fund Balances for Governmental Funds 3 8,193,643.41

Total net pesition reported for governmental
activities in the Statement of Net
Position isg different because:

Capital assets used in governmental
activities are not financial rescurces
and are not repoerted in the governmental

funds.
Cost of Capital Assets 16,196,902.35
Less Accumulated Depreciation {(4,635,071.43)
Net Capital Assets 1:,561,830.92

Long-term liabilities applicable to the
City's govermmental activities are not
due and payable in the current period
and, accordingly, are not reported as
fund liabilities. All liabilities, both
current and long-term, are reported in
the Statement of Net Position. Balances
at December 31, 2013 are:

Compensated Absences (48,294.74)
Bonds Payable (2,740,800.00)
Net Long-term Liabilities {2,788,294.74)

Discounts on bonds payable are treated
as other financing uses in the governmental
funds, but are deferred to future periods
in the Statement of Net Pesition {amortized
over the life of the bonds). 39,538,775

Losses on bond refunding are included in other
financing uses in the governmental funds, but
are deferred to future periods in the Statemen
of Net Position {amortized over the life of
the bonds) . 43,769.38

Total Net Position of Governmental Activities & 17,050,487.72

The accompanying notes are an integral part of these financial statements.
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CIITY OF BOTTINEAU
Bottineau, North Dakota

RECONCTILIATION OF GOVERNMENTAL FUNDS STATEMENT CF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES TO THE
STATEMENT COF ACTIVITIES-MODIFIED CASH BASIS
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2015

Net Change in Fund Balances-Tetal Governmental Funds 4 1,822,806.84

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 1is
allocated over their estimated useful lives
and reported as depreciation expense. This is
the amount by which capital outlays exceeded
depreciation in the current year.

Current Yeax Capital Outlay 1,703,171.98
Current Year Depreclation Expense {445,833.,28)
Net Amount i,257,338.70

The isgsuance of long-term debt provides a
source of current financial resources to
governmental funds, However, iasuing debt
increases long-term liabilities in the
Statement of Net Position. Also, governmental
funds report the effect of discounts, losses and
similar items when the debt is first issued,
but these amounts are deferred and
amortized in the Statement of Activities.

Amortization of Bond Discount {4,542,50)
Amortization of Deferred Loss on Refunding (6,733.75)
Net Amount

(11,276.25)

gome expenses reported in the Statement
of Activities do not reguire the use of
current financial rescurces and are not
reported as expenditures in governmental
funds. Repayment of debt principal is
an expenditure in the governmental funds,
but the repayment reduces long-term
liabilities in the Statement of Net Position.

Principal Payments for Bonds Payable 305,000.400
Net decrease in Compensated Absences 1,196.42
Net Amount

306,196.42

Change in Net Positicn of Governmental Activities 5 3,375,065.71

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

Bottineau, North Dakota

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND NET POSITION-MODIFIED CASH BASIS

For the Year Ended December 31,

Operating Revenues:
Charges for Services

Operating Expenditures:
System Repair and
Maintenance
Chemicals
Salaries
Utilities
Work Force Safety and
Insurance
Fuel
Garbage Operation
Depreciation

Total Operating Expenditures
Operating Income (Loss)
Hon-Operating Revenues
(Expenges) i
Grants
Interesgt Expenge

Miscellaneous Income

Total Non-Operabing Revenues
(Expenses)

Income (Loss) Before Transfers
Transfers:
Transfers In
Transfers Out
Net Transfers In {Out)
Change in Net Position

Net Position - January 1

Net Position - December 31

The accompanying notes are an inte

PROPRIETARY FUNDS

2015

Business-Type Activities-Enterprise Funds

Maior Funds

Total

Watexr Sewer Garbage
s 525,440.33 173,793.56 392,814.81 $ 1,092,048.70
31,769.66 18,016.11 51,992.76 101,778.53
54,920.25 - - 54,920.25
149,393.58 65,848.68 170,740,770 385,982,96
18,188.78 7,762.74 1,517.82 27,469,34
1,040.26 55.58 2,932.17 4,028.01
4,637.63 1,764.16 29,970.67 36,372.46
- - 71,910.72 71,910.72
103,208.12 67,220.80 53,857.88 224,286.80
363,158.28 160,668.07 382,922.72 906,749.07
162,282,05 13,125.49 9,892.009 185,299.63
200,000.00 200,000.00 - 400,000.00
{13,440.00) - - (13,440.00)
985.28 - - 985.28
187,545.28 200,000.00 - 387,545.28
349,827.33 213,125.49 9,882.09 572,844.91
549,227.08 362,317.96 140,000.00 1,051,545.04
(24,600.00) (26,145.14) (26,444 .85} (77,189.99}
524,627.08 336,172.82 113,555.15 974,355.05
874,454 .41 549,298.31 123,447.24 1,547,1%9.96
3,492,003.24 3,228,782.37 756,831.35 7,477,616.96
$ 4,366,457.65 5 3,778,080.68 880,278.59 $ 9,024,816,92

12
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CITY OF BOTTINEAU

Bottineau,

North Dakota

STATEMENT COF CASH FLOWS-MODIFIED CASH BASIS
PROPRIETARY FUNDS

For the Year Ended December 31,

2015

Business-Type Activities-Enterprige Funds

Maior Funds

Water Sewex Garbage Total
Cash Flows From Operating
Activities:
Receipta from Customers 525,440.33 173,793.56 5 3$2,814.,81 4 1,092,048.70
Payments te Suppliers {10%,516.32) (27,543 .01} {155,391.97) {292,451.10)
Payments to Employees (150,433 ,84) (65,904.26) {173,672.87) {190,010.97)
Nat Cash Provided (Used}
by Operating Activities 265,490.17 80,346.29 £3,749.97 409,586.43
Cash Flows From Noncapital
Financing Activities:
Misgcellaneocus Recelpts 3,828,172 - - 3,828.72
Miscellaneocus Expense {2,843 .44) - - (2,843.44)
Transfers In 549%,227.08 362,317.96 140,000¢.00 1,051,545.04
Transfers out {24,600.00) {26,145,14) (26,444,85) {77,189.95)
Net Cash Provided (Used}
by Moncapital Financing
Activities 525,612,336 336,172.82 113,555.15 995,340,323
Cash Flows From Capital and
Related Financing Activities:
Purchase of Equipment - - {220,299.96} (220,299.96)
Purchase of Land - {100,000.00) - {100,000.00)
payments for Infrastructure (505, 001.40) (462,317.96) - (967,319.36)
Grant Recelpts 200,000,080 200,000.00 - 400,000.0C
Bond Principal Payments {36,000.00) - - {36,000.0C)
PBond Interest Payments (13,440.00) - - {13,440.00}
Net Cash Provided (Used)
From Capital and Related
Fianncing Activities {354,441.40) {362,317.96} (220¢,299.96) {937,059.32)
NET INCREASE (DECREASE} IN
CASH AND CASH EQUIVALENTS 436,661.13 54,201.1% {42,994 .84) 447,867.44
CASH AND {ASE EQUIVABLENTS
AT BEGINNING COF YEAR 857,274.00 111,855.3% 216,832.58 1,186,001.87
CASH AND CASH EQUIVABLENTS
AT END OF YEAR 5 3,2%3,935.13 166,096.54 S 173,837.74 $ 1,633,869.41
Reconciliation of Operating Income (Loss)
to Net Cash Provided (Used) by Operating
Activities:
Operating Income {Loss) 8 162,282,065 13,125.49 3 9,892.09 $ 185,299.63
Adjustment to Reconcile Operating
Income {Loss) to Net Cash Provided
(Used} by Operating Activities:
Depreciation 103,208,112 6'7,220.80 53,857.88 224,286 .80
S 265,490,117 8G,346.29 $ 63,749.97 8 409,586,423

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




STATEMENT OF NET POSITION-MODIFIED CASH BASIS
December 31,

ASSETS:
Lurrent Assets:
Cash and Investwents
Loans Receivable; Current Portion

Total Current Assets

Noncurrent hssets:
Restricted Cash
Loans Receivable, Net of Current
Partion
Capital Assets, Net of Accumulated
Depreciation

Total Noncurrent Assets

Total Assets

DEFERRED QUTFLOWS OF RESOURCES:
Unamortized Deferred Loss on
Bond Refunding

LIABILITIES:
Current Liabilities:
Current Porticn of Bends
Payable

Noncurrent Liabilities:
Bonds Payable, Net of Current
Portion
Discount on Bonds Payable

Compensated Absences
FTatal Moncurrent Liabilities
Total Liasbilities

KRET POSITION:
et Investment in Capital Assets
Restricted for:
Capital Projects
Debt Service
Special Purposes
Unresiricted

Total Net Position

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

CITY OF BOTTINEAU
Bottineau, North Dakota

Primary Government

2014

Component Units

Business Bottineau Bottineau
Governmental Type Racreational Alrport
Activities Activities Total Council Authority
4 5,8553,648.75 $ 1,186,601,97 $ 6,738,651,72 3 19,365.92 $ 94,965,439
103,140.85 - 143,140.85 - -
5,656,790.60 1,186,001.97 6,842,792.57 19,365.92 94 ,965.49
2Q7,000,00 - 207,000,060 - -
507,045.97 - 507,045,97 - -
10,304,492.22 6,742,614,99 17,047,107.21 132,756,43 3,375,340.83
11,018,538.19%9 6,742,614.99 17,761,153.18 132,756.43 3,375,340.82

$ 16,675,328.79

§ 7,928,616.96

§ 24,603,945.75

4 152,122.35 §

3,470,306.32

$ 50,503.13 3 - 5 50,503.13 $ - $ -
$ 305,000.00 3 36,000.00 $ 341,000.08 $ - 5 -
2,740,000.00 415,000.00 3,155,000.00 - -
{44,081.25) - (44,081.25)
2,695,918.,75 415,00C.00 3,110,918.75 - -
45,451,16 ~ 49,491.16 - -
2,745,409, 51 415,00¢.00 3,160,409.91 - ~
5 3,050,409.581 $ 451,00¢,00 $ 3,501,409.91 L - 5 -

$ 7,354,076.60

316,326.11
207,000.G0
217,216.47
5,5806,802,83

$ 6,291,614.599

1,:186,001.87

$ 13,645,691.59

316,326.11
207,600.00
217,216.47
6,766,804,80

§ 132,756.43 $

19,365, 92

3,375,340.83

94 ,965,.49

§ 13,675,422.01

$ 7,477,61l6.36

$ 21,153,038.97

$ 152,122,356 $

3,470,306.32
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CITY OF BOTTINEAU
Bottineau, North Dakota

RECONCILIATION OF STATEMENT QOF ASSETS, LIABILITIES AND FUND BALANCES
MODIFIED CASH BASIS-GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET POSITION-MODIFIRED CASH BASIS
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2014

Total Fund Balances for Covernmental Funds $ 6,370,836.57

Total net position reported for governmental
activities in the Statement of Net
pogsition is different because:

Capital assets used in governmental
activities are not financial resocurces
and are not reported in the governmental

funds,
Cost of Capital Assets - 14,493,730.37
L.ess Accumulated Depreciation (4,189,238.15)
‘Net Capital Assets 10,304,492.22

Long-term liakilities applicable to the
Ccity's governmental activities are not
due and payable in the current period
and, accordingly, are.not reported as
fund liabilities. All liabilities, both
current and long-term, are reported in
the Statement of Net Pogition. Balances
at December 31, 2013 are:

Conpensated Rbsences {49,491.16)
Bonds Payable . ’ {3,045,000.00}
Net Long-term Liabilities {3,094,491.16)

Discounts on bonds payable are treated
as other financing uses in the governmental
funds, but are deferred to future periods
in the Statement of Net Position {amortized
over the life of the bonds). . 44,081.25

Losses on bond refunding are included in other
financing uses in the governmental fundsz, but
are deferred to future pericds in the Statemen
of Net Position (amortized over the iife of
the bonds) . 50,503.13

Total Ket Position of Governmental Activities $ 13,675,422.01

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

RECONCILIATION OF GOVERNMENTAIL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CIHANGES IN FUND BALANCES TO THE
STATEMENT OF ACTIVITIES-MODIFIED CASH BASIS
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2014

Net Change in Fund Balances-Total Governmental Funds 4 1,038,076.29

The change in net posgition reported for governmental
activities in the Statement of Activities
is different because:

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

Current Year Capital OQutlay 86,157.57
current Year Depreciation Expense (422,686.11)
Net Amount - (336,528.54)

The issuance of long-term debt provides a
source of current financial resources to
governmentat funds. However, issuing debt
increases long-term liabilities in the
Statement of Net Position. Also, governmental
funds report the effect of discounts, lcsses and
similar itemg when the debt 1s first issued,
but these amounts are deferred and
amortized in the Statement of Activities.

Aamortization of Bond Discount : {4,542,50;}
Amcrtization of Deferred Loss on Refunding {6,733.75)
Net Amount (11,276.25)

Some expenses reported in the Statement
of Activities do not require the use of
current financial resources and dre not
reported as expenditures in governmental
funds. Repayment of debt principal is
an expenditure in the governmental funds,
put the repayment reduces long-term
liabilities in the Statement of Net Position.

Principal Payments for Bonds Payable 300,000.00
Net decrease in Compensated Abgences 5,946.32
Netf Amount 305,946,32
Change in Net Position of Governmental Activities g 996,217.82

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

CITY OF BOTTINEAU

North Dakota

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND NET POSITION-MODIFIED CASH BASIS

For the Year Ended December 31,

Operating Revenues:
Charges for Services

Operating Expenditures:
System Repair and
Maintenance
Chemicals

Salaries

Utilities

Work Force Safety and
Insurance

Fuel

Garbage Operation
Depreciation

Total Operating Expenditures
Operating Income (Loss)

Non-Cperating Revenues
{Expenses) :
Interest Expense
Miscellaneocus Expense

Total Nen-Operating Revenues
(Expenses)

Income {ILoss) Before Transfers

Transfers:

Transfers In
Transfers Out

Net Transfers In {Out)
Change in Net Position

Net Position - January 1

Net Position - December 31

PROPRIETARY FUNDS

2014

Business-Type Activities-Enterprige Funds

Major Funds

Watex Sewexr Garbage Total
5 368,776,565 172,466.74 S 377,438.64 5 918,681.93
35,966.55 11,782.32 61,182.09 108,930.96
51,337,185 - - 51,337.15
154,440,422 65,198.77 157,777.17 377,416.36
18,26%2.74 7,395.13 3,665.18 29,323.05
2,778.73 104,19 6,073.59 8,956.51
6,432,99 2,432,383 41,131.81 45,997.63
- - 70,283.04 TG,283.04
59,837,569 54,943 .32 44,658, 96 199,439.87
369,056.17 141,856,56 384,771.84 865,684 .57
(2?9.62) 30,610.18 (7,333.20) 22,997.36
(14,492.50) - - (14,492.5Q0)
{(8,796,34) {1,156.33) (8,324.14) (18,276.81)
{23,288.84) {1,156.33) {8,324.14) {32,769.31})
{23,568.46) 29,453.85 {15,657.34) (9,771.95}
289,113.61 175,377.%18 121,712.50 586,203.27
{24,600.00} (25,979.81) {24,354.09) (74,933,390}
264,513.61 149,397.35 ©7,358.41 511,269.37
240,545.15 178,851.29 81,701.07 501,497.42
3,251,058.09 3,049,931.17 675,130.28 6,976,119,54
S 3,492,003,24 $ 3,228,782.37 3 756,831.35 $ 7,477,616.96

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

Bottineau, North Dakota

STATEMENT OF CASH FLOWS-MODIFIED CASH BASIS

PROPRIETARY FUNDS

For the Year Ended December 31, 2014

cash Flows From Operating
Activities:
Receipts from Customers
Payments to Suppliers
payments to Empleoyees

Net Cash Provided (Used)
by Operating Activities

¢ash Flows From Noncapital
Financing Activities:
Miscellancous Espense
Transfers In
Transfers Qut

Net Cash Provided (Used)
by Nencapital Financing

Activities

Cash Flows From Capital and

Related Financing Activities:

purchase of Buildings
purchase of Equipment
Payments for Infrastructure
Bond Principal Payments
pond Inberest Payments

Net Cash Provided (Used)
From Capital and Related
Fianncing Activities

NET INCREALSE (DECREASE) IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVABLENTS
AT BEGINNING OF YEAR

CASH AND CASH EQUIVABLENTS
AT END OF YEAR

Business-Type Activities-Enterprise Funds

Major Funds

Water Sewer Garbage Total

Reconciliation of Operating Income (Loss)
to Net Cash Provided (Used) by Operating

Activities:
operating Income (Loss)

Adjustment to Reconcile Operating
Tneome (Loss) to Net Cash Provided
(Used) by Operating Activities:

Depreciation

368,776.55 3% 172,466.74 § 3177,438.64 % 918,681,93
(111,999.43) {21,610.28} (176,262,12) {209,871.83)
(157,219.15) - (65,302.96) {163,850.76) (386,372.87)
99,857.97 85,553.50 39,325,76 22%,437.23
(8,796,34) {1,156.33) (B,324.14) (18,276.81)
289,113.61 175,377.16 121,712.50 586,203.27
(24,600.00} (25,979.81) {24,354.09) {74,933.,90}
265,717.27 148,241.02 89,034.27 492,992.56
- (165,760.00) {6,543 .00} (172,303.00)

- (10,658.41) (319,104.43) {329,762.84)
{(242,793.82) {174,377.16) - {417,170.98)
{35,000.00) - - {35,000.00)
(14,492.50} - - {14,492.50}
{292,286.32) {350,795.57) (325,647.43) {968,729.32)
62,988,92 (117,061,058} {199,287.40) (253,299.53)
794 ,285,08 228,896.44 416,119,.98 1,439,301.50
857,274.00 3 111,895.39 § 216,832.58 § 1,186,001.87
(279.62) § 30,610.18 % (7,333.20}) § 22,997.36
99,837.59 54,943.32 44,658.96 199,439.87
99,557.97 85,553.,50 § 37,325.76 & 222,437.23

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

CITY OF BOTTINEAU
Bottineau, North Dakota

NOTES TO THE FINANCIAIL STATEMENTS
December 31, 2015 and 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policy of the City of Bottineau, North Dakota, 1s 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 gignificant of the government's accounting
policies are described below.

A. Financial Reporting Entity

The accompanying financial statements present the activities of the
City of Bottineau, The city has considered all potential component
units for which the c¢ity is financially accountable and other
organizations for which the mnature and significance of their
relationships with the city are such that exclusion would cause the
city’s financial statements to be misleading or incomplete. The GASB
has set forth c¢riteria to be considered in determining financial
accountability. This criteria includes appointing a voting majority of
an organization’s governing body or an organization being fiscally
dependent and {1} the ability of the City of Bottineau to impose its
will on that organization or (2) the potential for the organization to
provide specific financial benefits to, or impose specific finauncial
burdens on, the City of Bottineau. ‘

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

COMPONENT UNIT

In conformity with accounting principles generally accepted in the
United States of America, the financial statements of component units
have been included in the financial reporting entity as discretely
presented component units,

Discretely Presented Component Unit - The component units’ columns in
the government wide financial statements include the financial data of
the city’s component units. These component units are reported in
separate columns to emphasize that they are legally separate from the
city.

Component Unit Financial Statements - The financial statements of the
discretely presented component units are presented in the fimancial
astatements. Complete financial statements of the component units can

be obtained directly from the administration office of the city.

The city’s component units are as follows:

Bottineau Municipal Airport Authority - The Bottineau Municipal
Airport Authority’'s governing board is appointed by the city's

‘governing hody. The city’s governing board has the authority to

approve, disapprove or amend the airport authority’s budget.
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Bottineau Recreational Council - The Bottineau Recreatilonal Council is
primarily responsible for services provided by the outdoor swinming
pool located in Bottineau, North Dakota. The Bottineau Recreational
Council’s governing board is appointed by the city’s governing body.
The city’s governing board has the authority to approve, disapprove or
amend the recreational council’s budget.

B. TFinancial Statement Presentation

The city’s accounting policy is to maintain the accounting records and
present its financial statements 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 establighing govermmental accounting and financial reporting
principles.

Government-wide Financial Statements: The Statement of Net Position
and Che Statement of Actilvities display information about the primary
government, City of Bottineau. These statements include the financial
activities of the overall government, except for fiduciary activities,
Eliminations have been made to minimize the double-counting of
internal activities. These statements distinguish between the
governmental and business-type activities of the city. Governmental
activities generally are financed through taxes, intergovernmental
revenues, and other nonexchange transactions. Business-type
activities are financed in whole or in part by fees charged to
external parties. As a general rule, the effect of interfund activity
has been eliminated from the government-wide financial statements.

The Statement of Net Posgition presents the city’s nonfiduciary assets,
deferred outflows of resources, liabilities, and deferred inflows of
regources, with the difference reported as net position. Net position
is reported in the following categorxies.

Net investment in capital assets consists of capital assets, net of
accumulated depreciation and reduced by outstanding balances for
bonds, notes and other debt attributable to the acquisition,
construction or improvement of those asses.

Restricted net position results when constraints placed in net
positon use are either externally imposed or imposed by law through
constitutional provisions or enabling legislation.

Unrestricted net position congists of net position not meeting the
definition of the two preceding categories. Unrestricted net
position often has constraints on resources imposed by wanagement
which can be removed or modified.

The Statement of Activities presents a comparison between direct
expenses and program revenues for different business-type activities
and for each function of the city’s governmental activities. Direct
expenses are those that are specifically assoclated with a program or
function and, therefore, are clearly identifiable to a particular
funation. Program revenueg include (a) fees, fines and charges paid
by the recipients of goods or services offered by the programs and {b}
grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues
that are not classified as program revenues, including all taxes, are
presented as general revenues.
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Under the terms of grant agreements, the city funds certain programs
by a combination of specific cost-reimbursement grants and general
revenues. Thus, when program expenses are incurred, there are both
restricted and unrestricted net position available to finance the
program. It is the city’s policy to first apply cost-reimbursement
grant regources to such programs, followed by general revenues.

Fund Financial Statements: Pund financial statements of the reporting
entity are organized into funds, each of which is considered to be a
separate accounting entity. Each fund provides a separate set of self-
balancing accounts that constitute its assets, liabilities, fund
equity, revenues, and expenditures/expenses. Funds are organized into
three major categories: governmental, proprietary, and fiduciary. An
emphasis is placed on major funds within the governmental and
proprietary categories as prescribed by GASB Statement No. 34 and
amended by GASB Statement No. 65. Nonmajor governmental funds are
combined and reported in aggregate.

The major funds of the city’'s financial reporting entity are described
below within their respective fund types. The c¢ity currently has no
fiduciary funds.

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.

Fire Department Fund. This special revenue fund accounts for the
activities for the operation of the city's fire department. The major
sources of itg revenue are related to fundraising activities, grants
and donations.

Paving Reserve Fund. This special revenue fund accounts for the
excesg funds accumilated by the c¢ity for future street paving
projects, as well as effects of the advanced refunding of Sales Tax
Revenue Bonds of 2007 and the related payments of principal, interest
and fees for the 8S8ales Tax Revenue Refunding Bonds, Series 2014. This
fund's primary revenue source is restricted city sales tax.

Streets Fund. This special revenue fund accounts for revenues and
expenditures related to streets, including payroll-related costs.
This fund’s primary revenue source is from the state highway tax.

Sales Tax 40% Fund. This special revenue fund accounts for the city
sales tax funds that are used for economic development projects within
the city. This fund’'s primary revenue sgources are restricted city
sales tax and local grants.

Proprietary Funds:

The city’s proprietary funds consist of three enterprise funds.
Enterprise funds are used to account for operations (a) that are
financed and operated in a mamner similar to private business
enterprises, where Che intent of the governing body is that the
costs {expenses, including depreciation) of providing gocds and
services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the governing
body has decided that periodic determination of revenues earned,
expenseg incurred, and/or net income 1is appropriate for capital
maintenance, public policy, management control, accountability, or
other purposes.
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The city’s three enterprise funds are as follows:

Water Fund. This fund accounts for the activity of the water
department. The department operates the water distribution system of
City of Bottineau,

Sewer Fund. This fund accounts for the activities of the sewer
department. This department operates the sewage treatment plant,

sewage pumping stations and collection systems in the City of
Bottineau.

Garbage Fund. This fund accounts for the activities of the garbage
collection system within the City of Bottineau.

¢. Meagurement Focus and Bagis of Accounting

Measurement focus 1s a term used to describe how transactions are
racorded within the wvarious financial statements, and include the
economic resources measurement focus and the current financial
regources measurement focus.

Economic resources measurement focus: The accounting objectives of
this measurement focusg are the determination of operating income,
changes in net position (or cost recovery), financial position, and
cash flows. BAll assets and liabilities (whether curxent or
noncurrent, financial or non-financial) are reported in the
financial statements.

Current financial resources measurement  foous: Under  this
measurement focus, only current financial assets and liabilities
are generally included on the balance sheet, The operating
statements present sources and uses of available, spendable
financial resources during any given period. Using the current
financial resocurces measurement focus, principal and interest on
long-term debt, claims and judgments, and compensated abgences are
recorded as expenditures, and proceeds of general long-term debt
and acquisitions under capital leases to be reported as other
financing sources.

pasis of accounting refers to when the transactions are recorded,
regardless of the weasurement focus applied. The only basis of
accounting used by the City of Bottineau iz the modified cash basis of
accounting as discussed below.

Government-wide Financial Statements

Both governmental and enterprise funds are reported using the economic
resources measurement focusg and the modified cash basis of accounting
in the government-wide financial statements. The modified cash basis
of accounting recognizes assets, liabilities, net position/fund
equity, revenues, and expenditures/expensges when they result from cash
transactions, with a provision for depreciation. This basis i1is 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 fox goods ox services received but not yet paid,
and accrued expenses and liabilities) are not recorded 1in these
financial statements.
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:

If the city utilized the bagis of accounting recognized as generally
accepted, all government-wide financial statements would be presented
on the accrual bagis of accounting. Under the accrual basis of
accounting, revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of the
related cash flows.

Governmental Fund Financial Statements

dGovernmental funds are reported using the current Ffinangial resources
measurement focus and the modified cash basis of accounting in the
governmental fund Ffinancial statements. Under this wmethod, revenues
are recognized and expenditures are recorded as described above with
respect to the modified cash basis of accounting. If the city utilized
the basis of accounting recognized as generally accepted, fund
financial statements for governmental funds would use the modified
accrual basis of accounting. Under the modified accrual basis,
revenues are recognized when measureable and available {i.e., when
they are collectable within the current year or soon enough thereafter

to pay liabilities of the current year).

broprietary funds axe reported using the economic resources
measurement focus and the modified cash basis of accounting, as
described above. If the c¢ity utilized the basis of accounting
recognized as generally accepted, fund financial statements for
proprietary fund types would use the accrual basis of accounting. As
such, their revenues would be recognized when they are earned, and
their expenses would be recognized when they are incurxred. :

The proprietary funde distinguish operating revemues and expenses from
non-operating itemg. Operating revenues and expenses generally result
from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing operations. All
revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses.

D. Budgetsg

The governing board adopts an annual budget on a basis consistent
with GAAP for the general fund, as well as each special revenue,
capital proijects, and 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:

s On or before September 10th of the preceding fiscal year, the city
prepares a preliminary budget for the mnext succeeding year
beginning January 1st, The preliminary budget includes a detailed
breakdown of the estimated revenues and appropriations.

s+ The governing board holds a public hearing where any taxpayer may
testify in favor or against any proposed disburgements or tax
levies requested in the preliminary budget. After the budget
hearing and on or before October 7t%, the board adopts the final
budget.

¢ The final budget must be filed with the county auditor by October
10th,

¢ 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.
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E. Use of Estimates

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ
from those estimates.

F. Cash, Cash Equivalents and Investuents

Cash includes amounts in demand deposits and woney market accounts.
Cash equivalents on the Statement of Cacsh Flows consist of highly
liquid investments with an original maturity of three months or less.
Deposits must be either deposited in the Bank of North Dakota or in
another financial institution situated and doing business within this
state. Depositg, other than fhose with the Bank of North Dakota, must
be fully insured or secured with pledges of securities equal to 110%
of the uningured balance.

gtate statutes authorize the city to invest in:
{1) Bonds, treasury bills and notes, or other securities that are a
direct obligation of, or an obligation insured or guaranteed by,

the treasury of the United States, or its agencies,
instrumentalities, or organizations created by an act of
Congress.

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

(3) Certificates of Deposit fully insured by the Federal Deposit
Insurance Corporation or the state.

(4) Obligations of the state.

At December 31, 2015 and 2014, the City of Bottineau’s cash included
demand deposit accounts and certificates of deposits which are stated
at cost.

G. Financing Receivables and Allowance for Doubtful Accounts

Loans receivable are considered past due when payments are late
according to the loan agreement. However, loans receivable are not
typically placed on nonaccrual status. If legal notification has been
received by the city stating that no further loan payments will be
made (typically due to the borrower filing bankruptcy), the city
writes off the loan directly to expense.

an  allowance for doubtful accounts has mnot been provided, as
historically losses related to bad debt have not been significant and
it is management’s opinion that losses, if any, will continue to be
immaterial to the financial statements. As stated above, receivables
are written off directly to expense when they are determined to be
uncollectable.

H. Capital Agsets

Capital assets include plant and equipment. Assets are reported in
the governmental activities column in the government-wide financial
astatements. Capital assets are defined by the city as assets with an
initial, individual cost of $5,000 or more. Such asgets are recorded
at cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated failr market value at

the date of donation. The costs of normal maintenance and repairs
that do not add to the value of the asset or materially extend the
asmets’ lives are not capitalized. Major outlays for capital assets

and improvements are capitalized as projects are constructed.
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Interest incurred during the construction phase of capital assets is
not capitalized.

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

Buildings 50 years
Infrastructure 50 years
Equipment 7 years
Vehicles 7 to 10 years

I, Compengated Absencesg

Each continuous full-time employee is granted vacation benefits based
on years of service. Upon termination, employees are not paid for any
sick leave accumulated, but are paid for all vacation earned up to the
date of separation. Vested or accumulated leave for governmental
funds is reported in the government-wide statements. Vested ox
accumulated leave for proprietary fund operations are accounted for in
those funds.

J. Long-Term Obligations

In the government-wide E£inancial statements, long-term obligations
are reported as liabilities in the governmental activities Statement
of Net Position. Bond premiumg, discounts and deferred losses on
refundings are capitalized and amortized to interest expense Over the
term of the related obligation. Bond issuance costs are recorded as
expenditures when paid.

with respect to the presentation of governmental funds in the
governmental fund financial statewments, the face amount of debt issued
is reported as an other financing source. Premiums received on debt
igsuances are reported as other financing sources, while discounts on
debt issuances are reported as other financing uses. Issuance costs
are reported ag debt service expenditures.

K. Interfund Transactlons

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

All other interfund transactions, exgept reimbursements, are reported
'asa transfers. Nonrecurring or mnonroutine permanent transfers of
equity are reported as residual equity transfers. All other interfund
transfers are reported as operating transfers,

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

L. Fund Equity

In the governmental fund financial statements, governmental funds
utilize a fund balance presentation for equity. Fund balance is
categorized as nongpendable, restricted, committed, assigned or
unassignable.

Nonspendable Fund Balance - represents amounts that cannot be spent
because they are either not in spendable form (such as inventory oxr
prepaids) or legally reguired to remain intact (such as notes
receivable or principle of a permanent fund).
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NOTE 2:

Restricted Fund Balance - repregents amounts with external constraints
placed on the use of these resources ({(such as debt covenants,
grantors, and other governments, etc.) or imposed by enabling
legislation.

Committed Fund Balance - represents amounts that can only be used for
specific purposes imposed by a formal action of the city’s highest
level of decision-making authority, the city council. Committed
resources cannot be used for any other purpose unless the city council
removes or changes the gpecified use by the same type of action
previously used to commit those amounts, either by resolution or by
ordinance.

Assigned Fund Balance - represents amounts the city intends to use for
gspecific purposes as expressed by the city council or an cfficial
delegated the authority to assign amounts. As of December 31, 2015,
the city council has not granted any official the right to assign
amounts to a specific purpose.

When an expenditure is incurred in govermmental funds which can be
paid using either restricted or unrestricted resources, the city’'s
policy is to pay the expenditure from restricted fund balance and then
from less-restrictive classifications - committed, assigned and then
unassigned fund balances. The city has not established a policy for
its use of unrestricted fund balance amounts. As such, it considers
committed amounts to be reduced first, followed by assigned amounts,
and then by unassigned amounts when expenditures are incurred for
purpcses for which amounts in any of those unrestricted fund balance
classifications could be used. )

EXCESS OF ACTUAL EXPENDITURES OVER BUDGET

Expenditures exceeded budget in certain funds during 2015 and 2014 as
detailed in the following tables. No remedial actionr ie anticipated
or required by the city regarding these excess expenditures.

2015 EXPENDITURES

Final Actual
Budget Expenditures Excess
General Fund $ 796,736,060 $ 2,320,888.69%9 $ (1,524,152.69)

2014 EXPENDITURES

Final Actual
Budget Expenditures Excess
Special Revenue Funds
Streets 5 284,700C¢.00 ] 286,720.44 $ (2,020.44)
bPaving Reserve 3§ 245,000.00 5 262,9€66.81 3 {17,966.81)
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NOTE 2:

NOTE 4:

DEPOSITS

At December 31, 2015 and 2014, reastricted cash includes amounts
required to be held in a reserve fund under the Sales Tax Revenue
refunding Bonds of 2011 and the Sales Tax Revenue Refunding Bonds of
2012. GSince the ¢ash is not available for current use, 1t is
classified as a noncurrent asset in the Statement of Net Position.

At December 31, 2015 and 2014, the deposits of the city were entirely
covered by federal depository insurance oOX by collateral held by the
city’s custodial banks in the city’s name, As of December 31, 2015
and 2014, the city held certificates of deposit in the amount of
$4,867,351.43 and $2,865,318.73 which are all considered deposits.
The Bottineau Airport Authority held certificates of deposit in the
amount of §5,622.90 and $5,610.38, respectively.

Custodial and Concentration of credit risk:

For deposits and investments, the custodial credit risk is the risk
that, in the event of the failure of a depository financial
institution, the city will mnot be ablie to recover collateral
securities that are in the possession of an outside party. AS
discussed in Note 1-¥, state statutes require the market value of
collateral pledged must equal 110% of the deposits not covered by
ingurance or bonds. As discussed above, the city’s deposits were
adequately protected by insurance or collateral during the current
fiscal vyear. These deposits are Category 1 deposits that include
insured and registered investments for which the securities are held
by the city.

Interest rate risk: .

Generally, the longer the maturlty period of an investment, the
greater the sensitivity of its fair value to changes in market
interest rates. Tn accordance with its investment policy, the city
invests its operating funds primarily in short term certificates of
deposit and limits the average maturity in accordance with the city’s

cash requirements.

LOANS RECEIVABLE

Loans receivable represent amounts lent to local businesses through
the Gateway Fund program. The Gateway Fund ig intended to provide
financing incentives to businesses that desire to expand or locate in
the greater Bottineau trade area. This fund is included in the Sales
Tax 40% Fund. Gateway funds are used to expand the financial base of
the community and to develop private enterprise. Interest ig
recognized monthly using the effective interest method. As of
December 31, 2015 and 2014, no significant loans receivable were
considered past due according to the city’s policy.
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NOTE 5: CAPITAL ASSETS

The following is a summary of changes in capital assets for the years
ended December 31, 2015 and 2014:

Balance Balance
0L/01/2015 aAdditions Deletions 12/31/2018
Governmantal Activities:
Capital Assets Not Being
Depreciated:
Land $ 55,250.00 5 £55,891,.54 $ - s 715,141.54
Capital Assets Being
Depreciated:
Machinery and Egquipment $ 1,254,310.35 $ 205,130.25 s - $ 1,459,440.60
Buildings 978,413.67 81,500.00 - 1,059,913.67
Infrastructure 12,205,756,35 756,650,19 - 12,962,406.54
Total Capital Assets
Being Depreciated 14,438,480,37 1,043,280,44 - 15,481,760.81
Less Accumulated
Depreciaticn for:
Machinery and Egquipment 530,365.98 74,094,858 - 604,460.84
Buildings 654,145,93 15,383.27 - 669%,529.20
Infrastructure 3,004,726.24 356,355.15 - 3,361,081.3¢9
Total Accumulated
Depreciation 4,189,238.15 445 ,833,28 - 4,635,071.43
Total Capital Assets
Being Depreciated, Net $10,24%,242,22 4 597,447.16 $ - 3 10,846,689.38
Balance salance
01/01/2015 Additions peletions 12/31/2015
Buginess-Type Actlvities:
Capital Assets Nob Being
Depreciated:
Land $ 101,75¢.00 3 1G0,006.00 8 - 4 201,750.00
Infrastructure WIP ~ 462,317,296 - 462,317.96
Total Cepital Assets
Not Raing Depreciated s 101,750.¢0 % 562,317.96 s - -] 664,067.96
Capital Assets Being
Depreciated:
Machinery and Equipment ] 802,854.40 s 220,299,956 g - 4 1,023,154.36
Buildings 1,805,300.58 - - 1,805,300.58
Infrastructure §,221,683.53 505,001.40 - 8,726,684.93
Total Capital Assets
Being Depreciated 10,829,838.51 725,3201.36 = 11,555,13%.87
Laga Accumulated
Depreciation for:
Machinery and Equipment 355,405,646 59,035.02 - 414,440.68
Buildirgs 341,708.98 35,492.20 - 377,201.18
Infrastructure 3,491,858,88 129,759,58 - 3,621,618,.446
Total Accunulated
Depreciation 4,188,973,52 224,286,180 - 4,413,260.32
Total Capital Assets
Being Depreciated, Het § 6,6498,864.98 5 501,014 .56 $ - $ 7,141,879.55%
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Component Unita:
Capital Assets Being
Depreciated:
Machinery and Equipment
Buildings
Infrastructure
Total Capital Assets
Being Depreciated

Less Accumulated
Depreciation for:
Machinery and Equipment
Buildings
Infrastructure
Total Accumulated
Depreciation
Total Capital Assets
Being Depreclated, Net

Governmental Activities:
Capital Asselts Nob Being
Depreciated:
Land
Capital Assets Being
bepreciated:
Machinery and Equipment
Buildings
Infrastructure
‘Fotal Capitfal Asgsets
Being Repreciated

Less Accumulated
Depreciation for:
Machinery and Equipment
Buildings
Infrastructure
Tctal Accumulated
Depreciation
Total Capital Assgets
Being Depreciated, Net

Balance Balance
01/01/2015 Additions Deleticns 12/31/2015
& 254,570.63 S - 3 - 3 254,570.63
469,808.69 - - 469,6G8.69
3,453,085.02 - - 3,453,885.02
4,177,264.34 - - 4,177,264.34
114,118.57 17,810.08 - 127,928.57
85, 186.67 16,584.35 - 103,371,022
472,261 .84 69,061L.7C - 541,323.54
669,167.08 103,456,05 - 772,623,132
$ 3,508,087.26 3 (103,456.05) § - 4 3,404,641,21
Balance Balance
01/01/2014 pdditions Deletbiong 12/31/2014
3 55,250.00 E - 3 - 3 55,250.00
$ 1,232,210,35 & 22,100,00 % - $§ 1,254,310,35
978,413.67 - - 978,413,67
12,141,698.78 64,057.57 - 12,205, 756,35
14,352,322,80 86,157.57 - 14,438,488,37
46%,650,32 60,715.66 - 539,365.98
63%,577.66 14,568,27 - 654,145,93
2,657,324.06 347,4G2.18 - 3,004,726.24
3,766,552.04 422,686.11 - 4,189,238.15
$ 10,585,770.76 ] {336,528.54} $§ - $ 10,249,242.22
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Busginess-Type Activities:
Ccapital Assets Not Being

Depreciated;

Land

Infrastructure WIP
Total Capital Assets

Not Being Depreciated

Capital Assets Being
Depreciated:
Machinery and Equipment
Buildings
Infrastructure
Total Capital Assets
Being Depreciated

Less Accvmulated
Depreciation for:
Machinery and Equipment

Buildings
Infrastructure
Tctal Accumulated
Depreciation
Tctal Capital Assets
Being Depreciated,

Component Units:
Capital Assets Being
Depreciated:
Machinery and Equipment
Buildings
Infrastructure
Total Capital Assets
Being Depreciated

Lesg Accumulated
bepreciation for:
Machinery and Eguipment

Buildings
Infrastructure
Total Accumulated
Depreciation
Total Capital Assets
Being Depreciated,

Net

Net

Depreciation expense was charged

activities
December 31,

in the Statement of

Balance Balance
01/01/2014 Additions Deletions 12/31/2014
] 101,750.00 § - - $ 101,750.00
579,512,55 - (579,512.55} -
§ 581,262,55 § - (573,512,585} 8§ 101, 750.900
3 473,091.56 $ 329,762,84 - 5 802,854.40
1,632,997,.58 172,303.00 - 1,80%5,300.58
7,225,000.00 996, 683,53 - 8,221,683.53
9,331,089.14 1,496,749.37 - 10,829,838.51
306,015.24 49,390.42 - 355,405.66
312,135.72 29,573%.26 - 341,708.98
3,371,382.69 120,476.19 - 3,491,858.88
3,989,533,65 199,439.87 - 4,188,973.52
$ 5,341,555.49  $ 1,299,309.50 - 5 6,640,864.99%
Balance Balance
01/01/2014 additions Deletions 12/31/2014
5 163,513,897 % 91, 056,66 - ] 254,570.63
469,608,869 - - 469,608.69
3,463,085.02 - - 3,453, 085,02
4,086,207.68 91, 056,66 - 4,177,264.34
98,995,01 11,123.56 - 110,118.57
70,202.32 16,584.35 - 86,786.67
403,200.14 69,061.70 - 472,261.84
572,397.47 96,769.61 - 669,167.08
$ 3,513,810.21  $§ (5,712 .95) - % 3,508,097.26
to public works under governmental
Activities during the years ended

2015 and 2014,
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NOTE 6:

LONG-TERM LIABILITIES

During the years ended December 31, 2015 and 2014, the following
changes occurred in the long-term liabilities of the city:
Balance Balance Due Hithin
1/1/2015 additions Deietions 12/31/2015 one Year

Governmental Activities:
Special Assessment

Bonds $ 1,165,000.00 s - 13¢,000.00 4 1,035,000.00 3 125, GG0.00
Reverua Bonds 1,880,000.00 - 17%,00Q,00 1,705,000.00 170,000.00
Compensated Absences 49,491.16 - 1,196.42 48,294.74 -
Total 5 3,094,491.16 5 - 306,196.42 $ 2,788,294.74 g 295,009.0C

Balance Balance Due Within
1/1/2015 Additiong Deletions 12/31/2015 One Year
Business-Type Activities:
Revenue Bonds & 451, 000.00 3 - 36,000.00 & 415,000.00 % 37,000.00
Balance Balance Due Within
1/1/2014 additions Deletions 12/31/2014 One Year
Governmental Activitiea:
Special Assessment

Bonds § 1,295,000.00 $ - 130,9006.00 § 1,165,000.00 $ 130,00C.00
Revenue Bonds 2,050,000.0¢ - 170,060.00 1,8890,000.00 175,000,008
Compensated Absences 56,437.48 - 5,546.32 49,491,116 -
Total 5 3,400,437.48 S = 305,946.32 §3,094,451.16 % 305,000.400

palance Balance pue Within
1/1/2014 Additions Deletions 12/31/2014 one Year
Businesa-Type Activities:
Revenue Bonds s 486,000.00 $ - $ 35,000.00 5 451, 000.00 % 36,000,000

Compensated Absences:

The change in compensated absences
changes 1in salary prohibit exact
reductions at a reasonable cost.

ig shown as a net change, as
calculations of additions and

Bonds Payable:

Gales Tax Revenue Refunding Bonds, Series 2012 - Advance Refunding

The city authorized the issuance of the Sales Tax Revenue Refunding
Bonds, Series 2012 (2012 Bonds) with a par value of $945,000.00 at a
discount of $14,175.00. The purpose of the Refunding Bonds is to pay
the remaining balance on the Sales Tax Revenue Bonds of 2007. The net
proceeds were deposited in an irrevocable trust with an escrow agent
to provide for all the future debt service payments on the refunded
bonds. BAs of December 31, 2012, 45900,000.00 of bonds outstanding was
considered defeased and the liability was removed from the balance
sheet. The reacquisition price exceeded the net carrying amount of
the old debt by $42,155.00. This amount is being netted against the
new debt and amortized over the life of the refunded debt (on a
etraight-line basis, as the difference between straight-line and
effective interest methods was immaterial), which 1is the same as the
1ife of the new debt issued. This refunding was undertaken to reduce
total debt service payments over ten Years by $89,214.17 and resulted
in an economic gain of $80,330.00. Econowic gain is defined as the

difference between the present value of the old debt service
requirements and the present value of the new debt service
requirements, digecounted at the effective interest rate of the new

debt and adjusted for additional cash paid.
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The 2012 Bonds are dated July 1, 2012, with annual principal payments
ranging from $90,000,00 Lo $110,000.00, and semi-annual interest
payments at rates ranging from 0.75% to 2.25% per annum. Interest
payments commenced on November 1, 2012 and final maturity is May 1,
2022 . The 2012 Bonds are included in the Paving Reserve Fund and are
gecured by a pledge of the city’s general sales and use tax receipts.
Under the terms of the bond agreement, $94,500.00 of cash is
restricted in the Paving Reserve fund.

The discount of $14,175.00 was recorded as a reduction to the
outstanding balance of the 2012 Bonds in the Dbecember 31, 2012
gtatement of Net Position. This amount was capitalized and is being
amortized to interest expense on a straight-line basis ({(as the
difference between straight-line and effective interest methods was
immaterial) over the bond maturity period. It was recorded ag an
other financing use of the Paving Reserve Fund in the Statement of
Revenues, BExpenditures and Changes in Fund Balance-Governmental Funds
for the year ended December 31, 2012.

Refunding Improvement Bonds of 2012 - Advance Refunding

The city authorized the issuance of the Refunding Improvement Bonds of
2012 (Refunding Bonds) with a par value of $600,000.00 at a discount
of $9,000.00. The purpose of the Refunding Bonds was to pay the
remaining balance on the Refunding Iwprovement Bonds of 2007. The net
proceeds were deposited in an irrevocable trust with an escrow agent
to provide for all the future debt service payments on the refunded
ponds. As of December 31, 2012, $555,000.00 of bonds ocutstanding were
considered defeased and the liability was removed from the balance
sheet. The reacquisition price exceeded the net carrying amount of
the old debt by &25,182.50. This amount is being netted against the
new debt and amortized over the life of the refunded debt f{(on a
straight-line basis, as the difference between straight-line and
effective interest methods was immaterial), which is the same as the
life of the new debt issued. This refunding was undertaken to reduce
total debt service payments over ten years by $44,173.75 and resulted
in an economic gain of $39,181.8%3,

The Refunding Bonds are dated July 1, 2012, with annual principal
payments ranging from $50,000.00 to §75,000.00, and gemi-annual
interest payments at rates ranging from 0.85% to 1.9% per annum.
Interest payments commence on November 1, 2012 and final maturity is
May 1, 2022. The Refunding Bonds are included in the 2007 Street Fund
and are payable from the revenues of this fund, which include special
agsessments against benefited property and any taxes or other revenues
levied for that purpose.

The discount of $9,000.00 was recorded as a . reduction to the
outstanding balance of the Refunding Bonds in the December 31, 2012
dtarement of Net Position. This amount was capitalized and is being
amortized to interest expense on a straight-line basis (as the
difference between straight-line and effective interest methods was
immaterial) over the bond maturity period. It was recorded as an
other fipancing use of the 2007 Street Fund in the Statement of
Revenues, BExpenditures and Changes in Fund Balance-Governmental Funds
for the year ended December 31, 2012.
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Outstanding debt at December 31, 2015

igsues:

Revenue Bonds

$750,000 State Revolving Fund Bonds/Loan due in
annual installments of $30,000 to $46,000 through
September 1, 2025; interest at 2.5%.

$945, 600 Sales Tax Revenue Refunding Bonds of 2014,
due in annual installments of $90,000 to $100,000
through May 1, 2022; interest of 0.75% to 2.25%.
$1,350,000 Sales Tax Revenue Bonds of 2011, due in
annual installments of $70,000 to $115,000 through
May 1, 2026; interest of 1.15% to 3.8%.

Total Revenue Bonds

Special Assessment Bonds

$875,000 Refunding Improvement Bonds of 2011, due

in annual installments of $40,000 to $55,000

thrcugh May 1, 2026; interest of 1.0% to 3.8%.
$600,000 Refunding Improvement Bonds of 2014, due in
annual installments of $50,000 to 75,000 through

May 1, 2022; interest of ¢.85% to 1.9%.

Total Refunding Bonds

Total Government Debt (excluding compensated absences)

The annual requirements to amortize outstanding debt are

Year Ending Revernue Bonds

$

1,

415,000.00

665,000.00

consists of the following

040,000.00

120,000.00

2,

640,000.00

395,000.00

1,

1,035,000.00

$3,155,000.00

ag follows:

December 31, Principal Interest Total
2016 $ 207,000.00 s 56,352.50 s 263,352.50
2017 208,000.00 52,837.50 260,837.50
2618 219,000.00 48,327.50 267,327.50
2019 225,000.00 43,235.00 268,235.00
2020 231,000.00 37,960.00 268,960.00

2021-2025 915,000.00 94,775.00 1,009,775.00
2026 115,000.00 2,185.00 117,185.00
Totals $ 2,120,000.00 § 335,672.50 § 2,455,672.50

Year Ending Special Agsessment Bonds

December 31, Principal Interest Total
2016 s 125,000.00 S 25,377.50 b3 150,377.50
2017 125,000.00 23,697.50 148,687.50
2018 120,000.00 21,147.50 141,147 .50
Z2019 115,000.00 18,357.50 133,357.50
2026 115%,000.00 15,662.50 130,662.50

2021-2025 380,000.00 38,406.25 418,406.25
2026 55,000.00 1,045.00 56,045.00
Totals 4 1,035,000.0C0 5 143,693.75 4 1,178,693.75
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NOTE 7: FUND BALANCE

Fund balance as of December 31, 2015 is as follows:

Major Speecial Revenue Funds Other
General Fire Paving sales Goveramental
Fund Department Raserve Streets Tax _40% Funds Total

Fund Balances:
Honcpendablet

Loans Recelvable $ - H - -] - 3 - & 643%,217.72 ] - ] 641,217,723
Restricted Eor:

Debt Service Reserve - - - - - 207,009,000 207,600.00

fire Frucks - - - - 223,901.53 213,901,563

gocial $Security and

Retirement - - - - - 195,847 .45 196, 847.65
Capital Projects - - - - 109, 945.33 109,945.33
Advertising - - - - - 25,087.26 25,087.26 1
Band - - - - 5,660.18 5,660.16 i

Commltteds .
Econamic Development - - - - 624,24G.37 97,367,66 721,608.02
Fire Dapartment 403,213.61 182,722.96 - - - 685,936,587
Law Enforcement - - - - - -
Employee Benefits 37,150.64 - - - - 37,150.64
Streets - - - 3590,972.83 - 6,629,654 397,602.27
’ Equipment 47,673.65 - - - - 47,673.65
pebt Service - -~ 1,386,675.48 - - 436,336,19 1,823,011.67
Audib Reserve 12,64¢.00 - - - - 12,640.00
Offtce Reserve 362,026 .27 - - - - 352,026.27
Airport Reserve 14,3%0,00 - - - - - 14,350.00
HNew Pool Facility

Reserve 101,846 .62 - - - - 101,846.62
New Avena Facillity and - - - -

bark Board Reserve 330,706 .66 - 930,706,566
Trails Syastem Reserve 26,652.94 - - - - - 26,652,94
Beautification 42,147 .25 - - - - - 42,147.25
City Property and -

Foreatry - - - - - 156,017.31 156,017.31
Armory - - - - - 175,209.7L 175,20%.71
Disaster 21,500.00 - - - - - 21,506.00

Unassigneds: 1,324,204.36 - - - - 1,324,204.16

§ 3,314,111.80  § 182,722,96 § 1,386,675.48 $ 350,972.63  § 1,265,458.10 3% 1,653,702.44 3 8,193,643.41

Fund balance as of December 31, 2014 igs as follows:

Major Special Revenue Funds Qther
General Fire Paving Sales Governmental
Fund Department Reserve Streeie Tax 49% Funds Total

Fund Balancesr
Honapendable:

Loanas Receivable s - $ - $ - % - % 61¢,186.82 E:3 - $ 610,186.82
Restricted for;

pebt Service Reserve - - - - - 207,000.00 207,000.00

Fire Trucks - - - - - 201,283.30 20%,282.30

Social Security and

Retirement - - - - - 178,003.98 178,003,98
Capital Projects - - - - - 115,042.81 116,042,821
Advertiaing - - - - - 35,096.28 35,096.23
Band - - - - - 4,116,208 4,116.20

Committeds

Econcmic Development - - - - 562,022,665 109,696 .44 672,529.03
Fire Dapartment 241,213.6% 185,728.89 - - - - 426,942.50
Law Enforcement - - - - - - -
Employee Benefits 14,650,642 - - - - - 34,650.64
Streets - - - 396,403,746 - - 396,403, 76
Eguipment 27,332.70 - - - . - - 27.33%.10
bebt Service - - 881,625,956 - - 485,708.80 1,367,334.75
Audir Reserve 2,640.00 - - - - - 2,640.00
Office Rasarve 29,188 .02 - - - - - 29,188.02
Alrport Reserve 1z,850.00 - - - - - 12, 850,00
New Pool Facility

Reserve 86,846,062 - - - - - BE,846.62
New Arena Facility and - - - -

park Board Reserve 353,706,566 - 353,706.66
Tralls System Reserve 25,000.00 - - - - - 25,006.00
Beautification 48,731.08 - - - - - 48,731.08
City Property and -

Forestry - - - - - 117,3668.81 117, 368.81
Armory - - - - - 110,373.48 170,373.48
Disaster 21,500,600 - - - - - 21,560.00

Unassigned: 1,226,709.12 - hd - - - 1,226,709.12

% 2,110,366.45 $ 185,728.8% $ 861,625.95 % 296,403,76  § 1,173,019.41  § 1,623,699.11  $ 6,370,836.57
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NOTE 8:

NOTE 9:

NET PCSITION

At December 31, 2015, the government-wide Statement of Net Position
reported $781,441.93 in restricted net position, of which $574,441.93
was restricted by enabling legislation. At December 31, 2014, the
government-wide Statement of MNet Position reported $740,542.58 in
restricted net position, of which $§533,542.58 was vestricted by
enabling legislation.

TRANSFERS
The following is a reconciliation between transfers in and transfers

out as reported in the basgic financial statements for the years ended
December 31, 2015 and 2014:

Year Ended Decewmber 31, 2015

Fund Transfers In Transfers Out

Governmental Funds:
General Fund 3 1,810,653.59 S 2,668,703.75
Paving Reserve - 17,619.55
Streets 78,83 10,454 .12
Nonmajor Governmental Funds 178,768.78 267,078.83
Total Governmental Funds 1,989,501.20 2,963,856.25

Enterprise Funds:

Water 549,227.08 24,600.00
Sewer 3162,317.96 26,145 .14
Garbage 140,000.00 26,444 ,85
Total Enterprise Funds 1,051,545.04 77,189.89
Total Transfers s 3,041,046.24 $ 3,041,046.24

Year Ended December 31, 2014

Fund Transfers In Transfers Out
Governmental Funds:
General Fund 5 700,022.01 $ 1,138,501.61
Paving Reserve 28,572.84 -
Streets - 10,8%96.89
Sales Tax 40% - -
Nonmajor Govermmental Funds 24,607 .41 115,073.13
Total Governmental Funds 763,202.26 1,264,471.63
Enterprise Funds:
Water 289,113.61 24,600.00
Sewer 175,377.16 25,979.81
Garbage 121,712.50 24,354.089
Total Enterprise Funds 586,203.27 74,933.90
Total Transfers $ 1,339,405,53 5 1,339,405.53
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NOTE

NOTH

NOTE

10:

11:

12:

Transfers listed above were the result of normal operating budget
transferg and ciient erroxr corrections. Additionally, the increaged
level of transfers in 2015 was Cthe result of the city council’'s
decision to expend a large portion of the unrestricted state surge

money that it received on enterprise fund capital expenditures,

PROPERTY TAXES

The county treasurer acts as an agent to collect property taxes levied
in the county for all taxing avthorities. 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 assesswments and the second
installment ig 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 delinguent and penalties are assesased.

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

PENSION PLANS

2l1l eligible employees of the City of Bottineau participate in a 457
retirement plan through Scudderx Tnvestments. The plan is a defined
contribution plan with the pension plan responsible for benefits.
The city is responsible only for current contributions to the plan.

Employees of the city are eligible to participate in the plan if they
meet the following three requirements: {1} are full-time employees,
{2) have been employed by the city for at least 30 days, and (3}
contributes at least 4% of their salary to the plan. The benefits
provided under the plan are funded solely by the contributions to the
plan by the employee and employer and the earnings on those
contributions. The contributions are based on the employee’s salary
with the employee contributing a minimum of 4% with the city matching
the employee’s 4%, Employees may contribute more than 4%, provided
total contributions do not exceed $8,000.00. The city's
contributions for the years ending December 31, 2015, 2014 and 2013
were $24,441.72, $24,8394.42 and $22,381.59, respectively.

RISK MANAGEMENT

The City of Bottineau 1is expoged to various riskg of loss relating to
torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters.

In 1986, state agencies and political subdivisions of the state of
North Dakota -oined together to form the North Dakota Insurance
Reserve Fund (NDIRF), a public entity rigk pool currently operating as
a common risk management and insurance program for the state and over
2,000 political subdivigions. The City of Bottineau pays aun annual
premium to NDIRF for its general lisbility, automobile, and public
asset insurance coverage. The coverage by NDIRF is limited to losses
of two miliion dollars per occurrence for general liability and
automobile insurance and $1,220,836.00 for public asset coverage.
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NOTE

13:

The City of Bottineau also participates in the North Dakota Fire and
Tornado Fund and the State Bonding Fund. The city of Bottineau 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 two million
dollars per occurrence during a 12-month pericd. The State Bonding

Fund currently provides the City of Bottineau with blanket fidelity
bond coverage in the amount of 42,000,000.00 for its employees. The
gtate Bonding Fund does not currently charge any premium for this
coverage.

The City of Bottineau has workers' compensation with North Dakota
Workforce Safety and Insurance and purchases commercial insurance for
employee health and accident insurance.

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

SURSEQUENT EVENTS

The city has evaluated subseguent eventg through July 31, 2017, the
date which the financial statements were available to be issued.
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CITY OF BOTTINEAU
Bottineau, North Dakota

BUDGETARY CCOMPARISON SCHEDULE-MODIFIED CASH BASIS
GENERAL FUND
For the Year Ended December 31, 2015

Revenues:
Taxes
Licenses, Permits and Fees
Intergovernmental
Charges for Services
Fines and Forfeits
Interest Income
Grants
Miscellaneous

Original and

Variance with

Final Budget Actual Final Budget
s 368,046.00 5 327,326.03 3 (40,719.97)
20,300.00 26,101,07 5,801.07
662,300.00 598,226.58 (64,073.42)
16,300,00 25,049,113 8,749.13
5,000.00 7,602.43 2,602.,43
31,000.00 36,612.17 5,612.17
1,500.00 3,350,606,00 3,3498,106.00
250,00 11,158.79 10,908.72

Total Revenues

1,104,686.00

4,382,682.20

3,277,986.20

Expenditures:
Currenkt:

General Government
Public Safety

Culture and Recreation
Other
Capital Outlay

Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sourcesg (Uses}:

Transfers In
Transfers Out

359,786.00 289,898.81 69,887.12
374,850.00 361,990.65 12,859.35
10,000.00 40,212.50 {30,212.50)
22,100.00 95,657.78 {73,557.78}
30,000.00 1,533,128,55 {1,503,128.95)
796,736.00 2,320,888.69 (1,524,152.69)
307,960.00 2,061,793.51 1,753,833.51
637,500.00 1,810,653.59 1,173,153.59

(883,300.00)

(2,668,703.75)

(1,785,403.75)

Total Other Financing
Sourceg (Uses)

{245,800.00)

(858,050.16)

{612,250.16)

Net Change in Fund Balances

Fund Balance - January 1

62,160.00

2,110,368.45

1,203,743.35

2,110,368.45

1,141,583.35

Fund Balance - December 31

$ 2,172,528,45

$

3,314,111.80

$ 1,141,583.35

See accompanying notes to budgetary comparison schedule.
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CITY OF BOTTINEAU
Bottineau, North Dakota

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
GENERAL FUND
For the Year Ended December 31, 2014

Original and Variance with

Final Budget Actual Final Budget

Revenues:

Taxes s 303,400.00 (] 303,160.67 ] {(239.33)
Licenses, Permits and Fees 16,350.00 30,424.90 14,074.90

Intergovernmental 626,375.00 882,454 .3k 256,0792.31

Charges for Services 21,300.00 23,516.96 2,216.96

Fines and Forfeits 7,500.00 2,642.47 (4,857.53)

Interegt Income 14,250.00 27,335,568 13,085.58
Grants 160,000.00 160,000.00 -
Miscellaneous 250.00 14,632,.68 14,382.68
Tokal Revenues 1,149,425.00 1,444 ,167.57 294 ,742.57
Expenditures:

Current:

General Government 301,686.00 248,463.50 53,222.50

Public Safety 343,000.00 324,644.19 18,3585.81

Culture and Recreation 100,000.00 100,000.00 -

Other ' 17,589.00 59,544 .56 {41,955.586)
Capital Outlay 536,000.00 43,158.56 492,841 .44
Total Expenditures 1,298,275.00 775,810.81 522,464.19
Excess of Revenues Over {Under)

Expenditures {148,850.00) 668,356.76 817,206.76

Other Financing Sources (Uses}:

Transfers In 248,425.00 700,022,011 451,597.01
Transfers Out {50,500.00) {1,138,50%.61) {1,088,001.61)
Other 3,000.00 - {(3,000.00}
Total Other Financing

Sources (Uses) 200,925.00 (438,479.60) {639,404.60)
Net Change in Fund Balances 52,075.00 229,877.16 177,802.16
Fund Balance - January 1 1,880,491.29 1,880,491.29 -
tund Balance - December 231 § 1,932,566.29 s 2,110,368.45 5 177,802.16

See accompanying notes to budgetary comparison aschedule.
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CITY OF BOTTINEAU
Bottineau, North Dakota

BUDGETARY COMPARISON SCHEDULE-MCDIFIED CASH BASIS
FIRE DEPARTMENT FUND
For the Year Ended December 31, 2015

Original and g Variance with
Final Budget Actual Final Budget
Revenues:

Intergovernmental 5 23,500.00 s 28,804,26 3 5,304.26

Charges for Services 15,600.00 17,015.56 1,415.56

Interest Income 50.00 2,036.84 1,986.84

Miscellaneous 77,500.00 48,253,94 (29,246,086}
Total Revenues 116,650.00 96,110.60 (20,539.40)
Expenditures:

Current:

Public Safety 116,650.00 $9,116.53 17,533.47
Net Change in Fund Balances - {3,005,93) (3,005.93)
Fund Balance - January 1 185,728.89 185,728.89 -
rund Balance - December 31 ¥ 185,728.89 g 182,722.96 3 (3,005.93)

See accompanying notes to budgetary comparigon schedule.
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CITY OF BOTTINEAU
Bottineau, North Dakota

BUDGETARY COMPARISON SCHEDULE-MODIFLED CASH BASIS
FIRE DEPARTMENT FUND

For the Year Ended December 31, 2014

Original and

Variance with

Final Budget Actual Final Budget

Revenued:

Intergovernmental s 23,500.00 23,476.56 s (23.44)

Charges for Services 20,000.00 25,234 .33 5,234.33

Interest Income 50.00 1,127.87 1,077.87
Miscellaneous 50,000.00 51,845.23 1,845.23
Total Revenues 93,550.00 101,683.992 8,133.99
Fxpenditures:

Current: .

Public Safety 93,550.00 87,448.98 6,101.02
Net Change in Fund Balances - 14,235.01 14,235.01
Fund Balance - January i 171,493.88 171,493.88 -
Fund Balance - December 31 $ 171,493.88 185, 728.89 S 14,235.01

See accompanying notes to budgetary coumparison schedule.
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CITY OF BOTTINEAU
Bottineau, North Dakota

BUDGETARY COMPARISON SCHEDULE-MODI¥IED CASH BASIS

PAVING RESERVE FUND

For the Year Ended December 31, 2015

Original and

Variance with

Final Budget Actual Final Budget
Revenueg:

Taxes 3 700,000.00 & 768, 614.34 68,614.34

Licenses, Permits and Fees 3,000.00 14,000.00 11,000.00

Miscellaneous - 14.12 14 .12
Total Revenues 703,000.00 782,628.46 79,628.46
Current: .

Public Works 25,000.00 13,156.42 11,843.58
Debt Service: .

Principal 160,000.00 175,000.00 (15,000.00)

Interest 50,000.00 50,466.00 {466.00)
Capital outlay 305,000.00 21,336.96 283,663.04
Total Expenditures 540,000.00 259,959.38 280,040.62
mxcess of Revenues Over (Under)

Expenditures 163,000.00 522,669.08 359,669.08
Other Financing Sourceg (Uses):

Trangsfers Out (200,000.00) (17,619.55) 182,380.45
Net Change in Fund Balances (37,000.00} 505%,049.53 542,049.53
Fund Balance - January 1 881,625.95 881,625.95 -
Fund Balance - December 31 s 844,625.95 5 1,386,675.48 542,049.53

See accompanying notes to budgetary comparison schedule.
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CITY OF BOTTINEAU
Bottineau, North Dakota

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
PAVING RESERVE FUND
For the Year FEnded December 31, 2014

Original and

Variance with

Final Budget Actual Final Budget
Revenues:

Taxes 5 700,1.00.00 787,341.12 87,241,12

Licenses, Permits and Fees - 9,401,60 9,401.60

Migcellaneous - 14.05 14.05
Total Revenues 700,100.00 796,756.77 96,656.77
Current:

Public Works 25,000.00 12,687.80 12,312.20
Debt Service:

Principal 170,000.00 170,000.00 -

Interest 50,000.00 52,65%9.00 (2,659.00)
Capital Outlay - 27,620.01 {27,620.01)
Total Expenditures 245,000.00 262,966.81 (17,966.81)
mxcess of Revenues Over (Under)

Expenditures 455,100.00 533,789.96 78,689.96
Qther Fipnancing Sources (Uses) :

Transfers In 552.00 28,572.84 28,020.84
Net Change in Fund Balances 455,652.00 562,362.80 106,710.80
wmund Balance - January 1 319,263.15 319,263.15 -
Fund Balance - December 31 5 774,915.15 881,625.95 106,710.80

See accompanying notes to budgetary comparison schedule.
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CITY OF BOTTINEAU
Bottineau, North Dakocta

BUDGETARY CCOMPARISON SCHEDULE-MODIFIED CASH BASIS
SALES TAX 40% FUND
For the Year Ended December 31, 2015

Original and . Variance with
Final Budget Actual Final Budget
Revenues:

Taxes [ 229,000.00 ] 219,339.43 8 (9,660.57)

Interest - 17,128.11 17,128.11

Other - 1,608.00 1,608.00
Total Revenues 229,000.00 238,075.,.54 9,075.54
Expenditures:

Current:

Economic Development 229,000.00 145,636.,85 83,363.15
Total Expenses 229,000.00 145,636.85 83,363.15
Excess of Revenuesg Over (Under)

Expenditures - 92,438,69 92,438.69
Fund Balance - January 1 1,173,019.41 1,173,019.41 -

Fund Balance - December 31 $ 1,173,019.41 5 1,265,458.10 $ 92,438.69

See accompanying notes to budgetary comparison schedule.
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CITY OF BOTTINEAU
Bottineau, North Dakota

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
SALES TRAX 40% FUND
For the Year Ended December 31, 2014

Original and Variance with
Final Budget Actual Final Budget
Revernues:
Taxesg 3 210,000.00 5 224,7391.27 5 14,791.27
Interest - 14,209.11 14,209.11
Total Revenues 210,000.00 239,000.38 29,000.38
Expenditureg:
Current:
Economic Development 210,000.00 84,500.00 ‘ 125,500.00
Other - 4,292,006 (4,292.06}
Total Expenses 210,000.00 88,792.06 121,207.94
Excegs of Revenues Over (Under)
Expenditures _ - 150,208.32 150,208.32
Fund Balance - January 1 ‘ 1,022,811.09 1,022,811,09 -
Fund Balance - December 31 $ 1,022,811.09 5 1,173,019.41 s 150,208.32

See accompanying notes to budgetary comparigson schedule.
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CITY OF BOTTINEAU
Bottineau, Norxrth Dakota

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
STREETS FUND
For the Year Ended December 31, 2015

Original and Variance with

Final Budget Actual Final Budget
Revenueg:

Intergovernmental $ 273,000.00 229,737.12 ) {43,262.88)

Charges for Services 53,500.00 49,969.70 {2,530.30)

Miscellaneocus - 480.45 490,45
Total Revenues 326,500,00 280,197.27 (46,302.73)
Expenditures:

Current:

General Government 314,500,00 275,253.11 39,246.89
Total Expenditures 314,500.00 275,253,111 19,246.89
Excess of Revenues (Qver (Undexr)

Expenditures 12,000.00 4,944.16 (7,055.84)
Other Financing Sources {(Uses):

Transfers In - 78.83 -

Pransfers Cut (12,000.00) (10,454.12) 1,545.88
Total Other Financing

Sources {Uses) (12,000,006} {10,375.29) 1,545.88
Net Change in Fund Balances - {(5,431.13} (5,509.96}
Fund Balance - January 1 396,403.76 396,403.76 -
Fund Balance - December 31 ] 396,403.76 390,972.63 4 (5,509.96)

See accompanying notes to budgetary comparigon schedule.
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CITY OF BOTTINEAU
Bottineau, North Dakota

BUDGETARY COMPARISON SCHEDULE-MCODIFIED CASH BASIS
STREETS ¥FUND
For the Year Ended December 31, 2014

Original and Variance with

Final Budget Actual Final Budget
Revenues.

Intergovernmental $ 254,500.00 [ 244,466.73 s {10,033.27)

Charges for Services 46,250.00 51,586.10 5,336.10

Miscellaneous 8,000.00 - {8,000.00)
Total Reveﬁues 308,750.00 296,052.83 (12,697.17)}
Expenditures:

Cuxrrent:

General Government 284,700.00 286,720.44 (2,020.44)
Total Expenditures 284,700.00 286,720.44 (2,020;44)
Excegs of Revenues Over (Under)

Expenditures 24,050.,00 9,332.39 (i4,717.61}
Other Financing Sources (Uses):

Tranasfers In 5,000.00 - (5,000.00)

Transfers Out {10,000.00) {(10,896.89) {896.89)
Total Other Financing

Sourcesg {Uses) (5,000.00) {10,896.89) (5,896.89)
Net Change in Fund Balances 19,050.00 (1,564.50) (20,614.50)
Fund Balance - January 1 397,968.26 397,968.26 -
Fund Balance - December 31 b3 417,018.26 3 396,403.76 3 (20,614 ,50)

See accompanying notes to budgetary comparison schedule.
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NOTE 1:

NOTE 2:

CITY OF BOTTINEAU
Bottineau, North Dakota

NOTES TO REQUIRED SUPPLEMENTARY INFORMATICN
For the Years Ended December 31, 2015 and 2014

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information:

The governing board adopts an annual budget on a basis consistent
with GAAP for the general fund, each special revenue fund and each
debt sgervice fund of the wmunicipality. The city is required to
pregent 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 September 10th of the preceding fiscal year, the city
prepares a preliminary budget for the mnext succeeding vyear
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 din favor or against any proposed disbursements or tax
levies requested in the preliminary budget. After budget hearing
and on or before October 7%, the board adopts the final budget.

The final budget must be filed with the county auditor by October
108k,

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 vyear 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 boaxd.

All annual appropriations lapse at year-end.

EXCESS OF ACTUAL EXPENDITURES OVER BUDGET

During 2015, expenditures exceeded budget in the General Fund by
$1,524,152.69, In addition, expenditures exceeded budget by
$2,020.44 and $17,966.81 in the Streets and Paving Reserve Funds,
respectively, during 2014, No remedial action is anticipated or
required by the city with respect to these excess expenditures.
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TNDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL CVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Governing Board
City of Bottineau
Bottineau, North Dakota

We have audited in accordance with the auditing standards generally accepted
in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the financial statements of the governmental
activities, business-type activities, the discretely presented component
units, each major fund, and the aggregate remaining fund information of City
of Bottineau, North Dakota, as of and for the years ended December 31, 2015
and 2014, and the related notes to the financial statements, which
coliectively comprise City of Bottineau, North Dakota’s bagic financial
statements and have issued our report thereon dated July 31, 2017.

Internal Control over Financial Reporting

In planning and performing our audit, we congidered City of Bottineau, North
Dakota’s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of City of
Bottineau, North Dakota‘s intermal control. '

our consideration of internal control over financial reporting was for the
limited purpose described in the preceding paragraph and was not designed to
identify all deficiencies in intermal contrel 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 weaknegges.

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 waterial misstatement of the entity's financial
statements will not be prevented, or detected and corrected, on a timely
basis. We consider the deficiencies in the City of Bottineau, North Dakota’'s
internal control described in the accompanying schedule of findings and
responses, items 15-i and 15-2, to be material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Bottineau,
North Dakota’s financial statements are free of material misstatement, we
performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement
amounts. 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 ox
other matfers that are required to be reported under Government Auditing
Standards.

City of Bottineau, North Dakota’s Response te Findings

City of Bottineau, North Dakota’s response to the findings identified in our
audit is described in the accompanying schedule of findings and responses.
City of Bottineau, North Dakota’s response wasg not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly,
we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of
internal control and compliance and the regults of that testing, and not to
provide an opinion on the offectiveness 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
gsuitable for any other purpose.

Lk ¥

LERVIK & JOHNSON
Certified Public Accountants

July 31, 2017
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CITY OF BOTTINEAU
Bottineau, North Dakota

SCHEDULE OF FINDINGS AND RESPONSES
For the Years Fnded December 31, 2015 and 2014

‘FINDINGS-FINANCIAL STATEMENT AUDIT

MATERIAL: WEAKNESSES

15-1

15-2

Segregation of Duties

Condition:

The City of Bottineau, North Dakota, has one employee responsible for
mogt accounting functions.

Criteria:

There should be sufficient accounting personnel so duties of employees
are segregated. The segregation of duties would provide better control
over the assets of the City of Bottineau.

Effect:

There is no segregation of duties as one employee is responsible to
collect monies, deposgit monies, issue checks, send checks to vendors,
record receipts and disbursements in journals, maintain the general
ledger, and prepare financial statements. This increases the risk of
misstatement of the City of Bottineau’s financial condition.

Recommendation:

Pue to the size of the City of Bottineau, it is not feasible to obtain
proper separation of duties and no recommendation will be made.

Client Response:
No response is considered necessary.

Preparation of Financial Statements

Condition:

The City of Bottineau does not have an internal control sgystem designed
to provide for the preparation cof the financial statements being
audited. As auditors, we were requested to assist in drafting the
financial statements and accompanying notes to the financial statements.
This circumstance is not unusual in an organization of your size. It is
the responsibility of management and those charged with governance to
make the decision whether to accept the degree of risk associated with
this condition because of cost or other considerations.

Criteria:
A good system of internal accounting control contemplates a system

designed to prepare financial statements in accordance with generally
accepted accounting principles.
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Effect:

Tnadequate controls over financial reporting of the City of Bottineau
result in the more than remote likelihood that the city would not be
able to draft the financial statements and accompanying notes to the
financial statements that are materially correct without the assistance
of the auditors.

Recommendation:

While we recognize that this conditien is not unusual for an
organization your size, it is important that you be aware of this
condition for financial reporting purposes. Management and the city
council should continually be aware of the financial reporting of the
city and changes in reporting requirements.

Management’s Response:

Since it is not cost-effective for an organiszation our size to have
staff to prepare audit-ready financial statements, we have chosen to
hire Lervik and Johnson P.C., a public accounting firm, to assist in the
preparation of the financial statements as part of their annual audit of
the City of Bottineau, North Dakota.
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