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Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

City Council
City 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,
2017 and 2016, 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; thig 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 Responsibility

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. Those standards
regquire that we plan and perform the audit to obtain reasonable agsurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or
error. In making those risk 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 reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation

of the financial gtatements.

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
presented component units, each major fund, and the aggregate remaining fund
information of the City of Bottineau, North Dakota, as of December 31, 2017
and 2016, and the respective changes in financial position-modified cash
basis, thereof for the year then ended in conformity with the basis of
accounting described 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 cother than accountzng
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
requlre 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 considers it to
be an essential part of financial reporting for plac1ng the basic financial

" statements in an appropriate operational, economic, or historical context.

Our opinions on the basic financial statements are not affecteéd by this
missing information,

Accountlng principles generally accepted in the United States of America
requlre that the budgetary comparison information on pages 43-53 be 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 financial 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 United States of
Amerlca, which consisted on 1nqu1r1es of management about the methods of
preparing the information and comparlng the information for consistency with
management’s responses to our inquiries, 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 Govermment Auditing Standards

In accordance with Government Auditing Standards, we have also issued our
reported dated August 17, 2018, on our congideration of the city’s internal
control over financial reporting and on our tests of its cowpliance 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 report 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 compliance.

et *r%»

LERVIK & JOHNSON :
Certified Public Accountants

August 17, 2018



STATEMENT OF NET POSITION-MODIFIED CASH BASIS
2017

ABSETS: .
Current Assetg:
Cash and Investwmenta
Loans Receivable, Current Portion

Total Current Assets

Noncurrent Az :
Restricted Cash
Loans Receivable, Net of Current
Portion
Capital Assets, Net of Accumulated
bepreciation

Total Noncurrent Assets

Total Assets

DEFERRED QUTFLOWS OF RESCURCES:
Unamortized Deferred Loss on

Bond Refunding

LIABILITIES:
Current Liabilities:
Current Porticn of Bonds
Payable

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

Compensated Absences
" Total Noncurrent Liabilities
Total Liabilities

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

Totail Net Position

The accompanying

CITY OF BOTTINEAU

Bottineau, MNorth Dakota

December 31,

Primary Government

Component. Unitsg

Business Bottineau Bottineau
Governmental Type Recreational Airport
Activities Activities Total Council Authority
$ 7,769,233,38 % 2,286,349.31 $ 14,055,582.69 3 1,202.08 -] 170,411,02
68,059,938 - 68,059.98 ~ -
7,837,293.36 2,286,349.31 10,123,642.67 1,202.08 170,411,02
207,000,00 - 207,0008.00 - -
300,439.66 - 300(,439,66 - -
11,239,322.07 7,357,484,29 18,596,806.36 94,644,802 3,740,604.58
11,746,761.,73 7,357,484.29 19,104,246.02 94,644 .02 3,740,604 .58
$ 19,584,085.09 S 9,643,833.60 3 29,227,888.69 $ 95,846,168 4 3,911,015.60,
$ 30,301.88 3 - 4 310,301.88 § - % -
$ 310,000.00 3 39,000.00 4 349,000.00 ] - 4 -
1,860,500.00 301,006.00 2,161,000.00 - -
(27,110.00) - - {27,110.00}
1,832,8%0.00 341,00G.00 2,133,8390.0¢ - -
49,633.93 - 49,633.93 - -
1,882,523,93 341,000.00 2,183,523.93 . - -
$ 2,192,%23.93 El 349,008.00 4§ 2,532,523.93 4 - 5 -
5 9,126,733.,95 $ 7,017,484,29 4 16,144,218.24 % 94,644.02 $ 3,740,604.58
417,623.64 - 417,623.64 - -
2907,009,00 - 207,060.00 - -
222,808.67 - 222,888.67 - -
7,447,666.78 2,286,349.31 9,734,016.09 1,202,08 170,411.02
$ 17,421,833.04 $ 9,303,833.60 $ 26,725,666.64 § 95,846.10 $ 3,911,015,60

5

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

RECONCILIATION OF STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
MODIFIED CASH BASIS-GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET POSITION-MODIFIED CASH BASIS
GOVERNMENTAL FUNDS _
For the Year Ended December 31, 2017

Total Fund BRalances for Governmental Funds & 8,344,733.

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

Capital assets used in governmental
activities are not financial resources
and are not reported in the governmental
funds.
Cost of Capital Assets 16,822,641.51
Less Accumulated Depreciation {5,583,319.44)
Net Capital Assets _ 11,239,322,

Long-term liabilities applicable to the
City's governmental activities are not
due and payable in the current period
and, accordingly, are not repcrted as
fund liabilities. All liabilities, both
current and long-term, are reported in
the Statement of Net Position. Balances
at Decemper 31, 2017 are:

Compensated Absences (49,633.93)
Bonds Payable (2,170,000.00)
Net Long-term Liabilities (2,219,633,

Discounts on bonds payable are treated
as other financing usges in the governmental
funds, but are deferred to future periods
in the Statement of Net Position (amortized
over the 1life of the bonds). 27,110,

Losses on bond refunding are included in 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) . ' 30,301,

02

a7

93)

00

88

Total Net Position of Govermmental Activities $ 17,421,833,

04

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

.Bottineau, North Dakota

RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCES TO THE
. STATEMENT OF ACTIVITIES-MODIFIED CASH BASIS

GOVERNMENTAL FUNDS

For the Year Ended December 31, 2017

Net Change in Fund Balances-Total Governmental Funds

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

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

Disposal of Assets
Current Year Capital CGutlay
Current Year Depreciation Expernse

(77,832,50)
483,848,173
{480, 220.69)

Net Amount

The issuance of long-term debt provides a
source of current financial resocurces to
governmental funds., However, issuing debt
increases long-term liabilities in the
Statement of Net Position., Also, governmental
funds repcort 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
Aamortization of bDeferred Loss on Refunding

(4,280.00)
{6,733.75)

- Net Amcunt

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

principal Payments - for Bonds Payable
Net decrease in Compensated Absences

310, 000.00
4,274.49

Nef Amount

Change in Net Position of Governmental Activities

8 170, 990,37
(74,204.46)
{11, 013.75)
314,274.49

s 400, 046.65

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 POSITICON-MODIFIED CASH BASIS

Operating Revenued:
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-COperating Revenues
(Expenges):

Interest Expense
Miscellaneous Income
Miscellaneous Expense

Total Non-Operating Revenues
{Expenses)

Income (Loss) Before Transfers

Transfers:
Trangfers In
Transfers out
Net Transfers In (Out)
Change in Net Position

Net Posgition - January 1

Net Position - December 31

PROPRIETARY FUNDS
For the Year Ended December 31,

2017

Business-Type Activities-Enterprise Funds

Major Funds

Water Sewer Garbage Total
3 532,846.61 168,184.05 5 383,350.80 $ 1,084,381.46
42,307.58 17,384,47 53,610.67 113,302.72
58,165.26 - - 58,165,.26
130,832.14 63,130.,22 157,709.65 351,672,01
20,146.08 §,024.70 2,044 .79 30,215.57
560.91 21,11 2,955 .44 3,537.46
3,829.75 1,515.37 29,077.55 34,422.67
~ - 72,642 .27 72,642.27
108,593.9¢6 73,527.00 69,069 .25 251,1920.,21
364,435.68 163,602.87 387,109.62 915,148,17
168,410,923 4,581.18 {3,758.82) 169,233.29
{11,245.00} - - (11,245.00)
112.62 - 1,615.00C 1,727.62
(3,982.58) {7,160.00) (64.05) {11,206.63)
(15,114.96) {7,160,00) 1,550.,95 (20,724.01)
153,295.97 {2,578.82) {2,207.87) 148,509.28
43,245 .66 - - 43,245.65
{24,600.00) {25,191,97) (25,792.62) {75,584.59}
18,645.64 {25,19%,97} {25,792.62) (32,338.93)
171,941.63 (27,770,779} {28,000.49) 116,170.35
4,507,821.37 3,795,208.12 884,633.76 $,187,663.25
8 4,675,763.00 $ 3,767,437.33 S 856,633.27 $ 9,302,833,60

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 PFUNDS

For the Year Ended December 31,

2017

Buginess-Type Activities-Enterprise Funds

Major Funds

) . HWater Sewer Garbage Total
Cash Flows From Operating
Activities:
Receipts from Customers ] 532,846.61 ] 168,184.05 ] 383,350.80 % 1,084,381.446
Payments to Suppliers {124,448.67} (26,924 ,.54) {157,375.28} (308,748.49)
Payments to Employees {131,393.05) {63,151.33) (160, 665.089) (355,209.47)
Net Cash Provided (Used)
by Operating Activities 277,004,89 76,108.18 65,310.43 420,423.50
Cash Flows From Noncapital
Financing Activities:
Miscellaneous Receipts 112.62 - 1,615.00 1,727.62
Miscellaneous Expense (3,982.58) {7,160.00} (64.05) (11,206.63)
Transfers In 43,245 .66 - - 43,245 .66
Transfers Out {24,600.00) {25,191,97} {25,792.62}) {75,584.59)
Net Cash Provided (Used)
by Noncapital Financing
Activities 14,775.70 {32,35%.87) {24,241.67) {41,817.94)
Cash Flows From Capital and
Related Financing Activities:
Bond Principal Payments (38,000.00) - - {38,000.00)
Bond Interest Payments {r1,245,00} - - {1L,245,00})
Net Cash Provided {(Used)
From Capital and Related
Fianncing Activities (49,245.00) - - (49,245.00)
NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS 242,535.59 45,756 .21 41,068.76 329,360.56
CASH AND CASH EQUIVABLENTS
AT BEGINNING OF YEAR 1,470,486.85 232,369.78 254,132,12 1,5956,988.75
CASH AND CASH EQUIVABLENTS
AT END OF YEAR s 1,713,022.44 8 278,125.,%9 - & 295,200.88 S 2,286,349,21
Reconciliation of Operating Income (Loss}
to Net Cash Provided (Used) by Operating
Activities: .
Operating Income (Loss) s 168,410,933 3 4,581.18 5 (3,758.82) 3 169,233.29
Adjustment to Reconcile Operating
Income {Loss) to Net Cash Provided
{Used) by Operating Activities:
Depreciation 108,593.56 73,527.0¢ 69,069,.25 251,190.21
§ 277,004.89 & 78,108.18 $ 65,310.43 ] 420,423.50

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

Bottineau,

North Dakota

‘STATEMENT OF NET POSITION-MODIFIED CASH BASIS

ASSETS:
curr Asseta;
Cagh and Investments
Loans Receivable, Current Portion

Total Current Assets

Hongurrent Agsels:
Restricted Cash
Loans Receivable, Net of Current
Portion
Capital Assets, Net of Accumulated
Depreciation

Total Noncuyrent Assets
Total Assets

ERRED TFLOWS RESOU| ;
Unamortized De ferred Loss on
Bond Refunding

LIABILITIES ;
Current Liahilities:
Current Portion of Bonds
Payable

Li lities;
Net of Current

Noncur, 1)

Bonds Payable,
Portion

piscount on Bonds Payable

Compensated Ab sences

Trtal Noncurrent Liabilities

Total Liabilities

NET POSITION:
Net Investment in Capital Assets
Restricted for:
Capital Brojects
Debt Service
Special Purposes
Unreatricted

Total Net Position

The accompanying

December 31,

Primary Government

2016

Component Units

Business Bottineau Bottineau
Governnental Type Recreational Alrport
Activities Activities Total Coungil Authority
§ 7,474,298.15 5 1,956,988.75 ] 5,431,286.90 3 1¢,042.86 ] 139,171.46
123,497.71 - 123,497.71 - -
7,597,795.86 1,956,988,75 9,554,784.61 10,042.86 139,3171.46
207.0600.00 - 207,000.00 - -
368,946.,7% - 368,946.79 - -
11,313,526.53 7,608,674,54 18,922,201,03 149,230,90 3,754,789.8%2
11,889,473.32 7, 6G8,674.50 19,498,147.82 109,230.96 3,754,789.92
5 19,487 ,269.18 4 9,565,663.25 $ 29,052,932.43 4 119,273.76 $ 3,893,961.38
] 37,035.63 5 - B 37,035,863 L - & -
3 310,006.00 3 38,000.00 § 348,000.00 s - ] -
2,17¢,4808,00 340,000,00 2,510,000.490 - -
(31,390.00) - {31,390.00)
2,138,610.00 340,000.00 2,478,610.00 - -
53,908.42 - 53,908.42 - -
2,192,518.42 340,4000.00 2,532,518.42 ~ -
$ 2,502,518.42 5 378,000.00 4% 2,880,518.42 $ - 8 -
$ §,901,952.16 4§ 7,230,674.50 % 16,132,626.66 § 109,230.90 & 3,754,78%.92
378,734.11 - 378;734.11 - -
207,000.00 - 207,000.00 - -
212,3140,66 - 212,140.66 - -
7,321,959.46 1,956,988.75 9,278,948,21 10,042,886 139,171.46
s 17,021,786.39 5 9,187,663.25 3 26,209,449.64 4 119,273.76 s 3,893,961.38

14

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

RECONCILIATION OF STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
MODIFIED CASH BASIS-GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET POSITION-MODIFIED CASH BASIS
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2016

Total Fund Balances for Governwmental Funds 4 8,173,742.65

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

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

funds.
Cost of Capital Assets 16,420,292.78
Less Accumulated Depreciation (5,106,766.25}
Net Capital Assets . i1,313,526.53

Long-term liabilities applicable to the
City's governmental activities are not
due and payable in the current period
and, accordingly, are not reported as
fund liabilities. All liabilities, both
current and long-term, are reported in
the Statement of Net Position. Balances
at December 31, 2016 are:

Compensgated Absences (53,908.,42)
Bonds Payable : (2,480,000.00)
Net Long-term Liabilities {2,533,908.42)

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). 31,390.00

Logses on bond refunding are included in 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) . ' 37,035.63

Total Net Position of Governmental Activities § 17,021,786.39

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

RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES TO THE
STATEMENT OF ACTIVITIES-MODIFIED CASH BASIS
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2016

¥et Change in Fund Balances-Total Governmental Funds S (19,900.76)

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 agsets is
allocated over their estimated useful lives
and reported ag depreciation expense., This is
the amount by which depreclation exceeded
capital cutlays in the current year.

Current Year Capital Outlay 223,390 .43
Current Year Depreciation Expense . {471,694 ,82)
Net Amount . (248,304.39}

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

Amortization of Bond Disgcount {27,773.75)
Amortization of Deferred Loss on Refunding {6,733.75)
Net Amount (34,507.50}

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

Proceeds from Bonds Payable {1,550,375.00)
Principal Payments fox Bonds Payable 1,830,000.00
Net increase in Compensated Absences {5,613 .68)

Vet Amount ' 274,011.32

Change in Net Position of Governmental Activities =] "{28,701.33)

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

PROPRIETARY FUNDS
For the Year Ended December 31,

Business-Type Activities-Enterprise Funds

Major Funds

Water Sewexr Garbage Total
Operating Revenues:
Charges for Services 5 543,682,577 17G¢,451.14 390,188.590 4% 1,104,322.21
Operating Expenditures:
System Repair and
Maintenance $8,050,67 16,779 .52 23,257,756 138,087.54
Chemicals 55,339.41 - - 55,339.41
Salaries 119,2146,08 62,079.69 156,923.91 338,219.68
Utilities 19,689.16 8,169.92 1,771.84 29,630.92
Work Force Safety and
Insurance 2,048.41 94 .57 6,318.78 8,462.16
Fuel 2,758.1¢6 2985 .65 20,926.58 24,670.39
Garbage Operation - - 69,860.29 69,860.2%
Depreciation 108,485.25 . 70,680.81 75,939.21 255,105.27
Total Operating Expenditures 405,587.14 158,7%0.56 354,998.36 919,376.06
Operating Income {(Loss) 138,095.43 11,660.58 35,190.14 184,946.15
Non-Operating Revenues
{Expenges) :
Interest Expense {12,357.50) - - {12,357.50)
Migcellaneous Expense {3,686.61) - (4,635.08) (8,321.69)
Total Non-Operating Revenues
{(Expenses) (16,044.11)} - {4,635.08) {(20,679.19)
Income (Loss) Before Transferxrs 122,051,32 11,660.58 30,555.06 164,266.96
Transfers:.
Transfers In 43,912,406 31,345.66 - 75,258.06
Transfers Out {24,600.00) (25,878.80) {26,199,89) (76,678.69)
Net Transfers In {(Out) 19,312,40 5,466.86 {26,199.89) {1,420.63)
Change in Net Position 141,363,72 17,127.44 4,3585,17 162,846.33
Net Position - January 1 4,366,457.65 3,778,080.68 B80,278.59 9,024,816,592
Net Position - Pecember 31 - ] 4,507,821,37 5 3,795,208.12 5 BH4,633.76 5 9,187,663.25

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

CITY OF BOTTINEAU

North Dakota

STATEMENT OF CASH FLOWS-MODIFIED CASH BASIS
PROPRIETARY FUNDS
For the Year Ended Decembexr 31,

Business-Type Activities-Enterprise Funds

Major Funds

Watex Sewer Garbage Total
Cash Flows From Operating
Activities:
Receipts from Customers $ 543,682.57 170,451.14 390,188.50 $ 1,104,322,.21
- Payments to Suppliers {175,837.40) {25,935.08) {115,816.48) (317,588.95)
Payments to Employees {121,264.49) (62,174.66) {163,242, 63} {346,681.84)
Wet Cash Provided {Used)
by Operating Activities 244,580,608 82,341,39 111,129.35 440,051, 42
Cash Flows From Noncapital
Financing Activities:
Miscellanecus Expense {3,686.61) - (4,635.08) {8,321.69)
Transfers In 43,912.40 31,345.6%6 - 75,258,06
Transfers Out {24,660.00) {25,878,80} (26,199,89) {76,678,69)
Net Cash Provided {Used)
by Noncapital Financing
Activities 15,625.79 5,466.86 {30,834.37) (9,742.32)
Cash Flows From Capital and
Related Financing Activities:
Purchase of Land {29,774.67) - - (29,774.67)
Purchase of Equipment (6,522.58) - - - ({6,522.58)
rPayments for Infrastructure - {21,535.01) - {21,535.01)
Bond Principal Payments (37,000.00) - - {37,000,00}
Bond Interest Fayments {12,357.50) - - (12,357.50)
Net Cash Provided (Used)
From Capital and Related
Fianncing Activities {85,654.75) (21,535.01) - {107,16%.76)
NET INCREASE {DECREASE) IN
CASH AND CASH EQUIVALENTS 176,551.72 66,273.24 80,294, 38 323,119.34
CABH AND CASH EQUIVABLENTS
AT BEGINNING CF YEAR 1,293,935.13 166,096.54 173,837.74 1,633,869.41
CASH AND CASH EQUIVABLENTS
AT END OF YEAR § 1,470,486.85 232,369,178 254,132.12 3 1,956,988.75
Reconciliation of Operating Income (Loss)
to Net Cash Provided (Used) by Operating
Activities:
Operating Income (LoO5S3) 5 138,095.43 1i,660.58 35,190.14 § 184,946,115
Adjustment to Reconcile Operating
Income (Loss) to Met Cash Provided
{Used) by Operating Activities:
Depreciation 108,485.25 7G,680.81 75,939.21 255,105,27
5 246,580.68 82,341.39 111,129.35 440,051.42
The accompanying notes are an integral part of thege financial statements.
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NOTE 1:

CITY OF BROTTINEAU
Bottineau, North Dakota

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2017 and 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policy of the City of Bottineau, North Dakota, is to
wmaintain 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 finaneial reporting
principles. The more significant of the government's accounting
policies are described below. ’

A. Financial Reporting Entity

The accompanying financial statements present the activities of the
City of Bottineau. The city has considered all potential compenent
units for which the city is financially accountable and other
organizations for which the nature and significance of their
relationships with the city are such that exclusion would cause the
city’s financial statements to be misleading or incomplete. The GASB
has set forth criteria 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 Rottineau to impose its
will on that organization or (2) the potential for the organization to
provide specific financial benefits to, or impose specific financial

burdens on, the City 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 ox 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’ columms 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 financial

statements. 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 Buthority - The Bottineau Municipal
Airport Authority’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 airport authority’s budget.
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Bottineau Recreational Council - The Bottineau Recreational Council is
primarily responsible for services provided by the outdoor sgwimming
poocl 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. Financial 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 getting
body for establishing governmental accounting and financial reporting
principles.

Government-wide Financial Statements: The Statement of Net Position
and the Statement of Activities display information about the primary
govermment, City of Bottineau. These statements incliude the financial
activities of the overall government, except for fiduciary activities,
Eliminations have been made to minimize the double-counting of
internal activities. These gatatements 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
exterrial parties. As a general rule, the effect of interfund activity
has been eliminated from the govermnment-wide financial statements.

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

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

The Statement of Activities presents a comparison between direct
expenses and program revemues for different businesa-type activities
and for each function of the city’s governmental activities. Direct
expenses are those that are specifically associated with a program or
function and, therefore, are clearly identifiable to a particular
function. Program revenues include (a) feeg, fines and charges paid
by the recipients of goods or services offered by the programs and (b)
grantg and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues
that are not clagsified 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 unrestriected net position available to finance the
program, It is the city’s policy to first apply cost-reimbursement
grant resources to such programs, followed by general revenues.

Fund Financial Statements: Fund financial statements of the reporting
entity are organized into funds, each of which is congidered 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 city currently has no
fiduciary funds.

GCovernmental 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 its revenue are related to fundraising activities, grants
and donations.

Paving Reserve Fund. Thig special revenue fund accounts for the
excess funds accumulated by the city 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 Sales Tax Revenue Refunding Bonds of 2016. 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’e 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 sources 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 the intent of the governing body 1s that the
costs (expenses, including depreciation) of providing goods and
services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) whexe the governing
body has decided that periodic determination of revenues earned,
expenses incurred, and/or net income is 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 Ctreatment plant,
sewage pumping stations and collection systems in the ¢ity of
Bottineau.

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

. Measurement Focus and Basis of Accounting

Measurement Ffocus iz a term used to describe how transactions are
recorded within the various financial statements, and include the
economic resources measurement focus and the current financial
regsources measurement focus.

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

Current financial rasocurces measurcment focus: 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 resources measurement focus, principal and interest on
long-term debt, claims and judgments, and compensated absences are
recorded as expenditures, and proceeds of general long-term debt
and acquisitions under capital leases to be reported as other
financing sources.

Bagsis of accounting refers to when the transactions are recorded,
regardleas of the measurement focus applied. The only basis of
accounting used by the City of Bottineau is the modified cash basgis of
accounting as discussed below.

Government-wide Financial Statements

Both governmental and enterxprise funds are reported uging the economic
resources measurement focus and the modified cash basis of accounting
in the government-wide financial statements. The modified cash basis
of accounting recognizes assets, liabilities, mnet position/fund
equity, revenues, and expenditures/expenses when they result from cash
transactions, with a provision for depreciation. This basis is a
comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America.

As a result of the use of this modified cash basis of accounting,
certain assets and their related revenues (such as accounts receivable
and revenue for billed or provided services not vyet collected) and
certain liabilities and their related expenses (such as accounts
payable and expenses for goods or services received but not yet paid,
and accrued expenses and liabilities) are not recorded in these
financial statements.
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If the city utilized the basis of accounting recognized as generally
accepted, all government-wide financial statements would be presented
on the accrual basis 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.

Govermmental Fund Financial Statements

Governmental funds are reported using the current financial resources
measurement focus and the modified cash basis of accounting in the
governmental fund financial statements. Under this method, 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 wmeasureable and available {(i.e., when
they are collectable within the current year or soon enough thereafter
to pay liabilities of the current yeax).

Proprietary funds are reported wusing the economic resources
measurement focus and the modified cash basis of accounting, as
described above. If the city 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 incurred.

The proprietary funds distinguish operating revenues and expenses from
non-operating items. Operating revenues and expenses generally result
from providing services and producing and delivering goods in
conmection 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. Budgets

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

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

_ e The governing board holds a public hearing where any taxpayer may

testify in favor or against any proposed disbursements or tax
levies requested in the preliminary budget. After the Dbudget
hearing and on or before October 7th, the board adopts the final
budget.

e The final budget must be filed with the county auditor by October
1Qth,

e No disbursement shall be made or liability incurred in excess of
"the total appropriation by fund. However, Cthe 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 boaxrd.

e 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
1iabilities 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 Investments

Cash includes amounts in demand deposits and money market accounts.
Cash equivalents on the Statement of Cash Flows consist of highly
ligquid 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. Deposits, other than those with the Bank of North Dakota, must
be fully insured or secured with pledges of securities equal to 110%
of the uninsured balance. .

State statutes authorize the city to invest in:
(1) Ronds, 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 1its 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, 2017 and 2016, 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, lcans receivable are not
typically placed on nonaccrual status. TIf legal notification has been
received by the city stating that no further loan payments will be
made (typically due to the borrower £iling bankruptey), the city
writes off the loan directly to expense.

an allowance for doubtful accounts has not 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 Assets

Capital assets include plant and equipment. Assgets are reported in
the governmental activities column in the governnent-wide financial
statements. Capital assets are defined by the city as assets with an
initial, individual cost of £5,000 or wore. Such assets are recorded
at cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at
the date of donation. The costs of normal maintenance and repairs
that do not add to the value of the asset or materially extend the
assets’ lives are not capitalized. Major outlays for capital assets
and improvements are capitalized as projects are constructed.
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Tnterest 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
Egquipment 7 years
Vehicles 7 to 10 years

I. Compensated Absences

Each continucus full-time employee is granted vacation benefits based
on years of service. Upon termination, employees are not paid for any
aick 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 govermment-wide statements. Vested or
accumulated leave for proprietary fund operations are accounted for in
those funds.

J. Long-Term Obligations

In the government-wide financial statements, long-texm obligations
are reported as liabilities in the governmental activities Statement
of Net Position. Bond premiums, discounts and deferred losses on
refundings are capitalized and amortized to interest expense over the
term of the related obligation. Bond issuance coste are recorded as
expenditures when paid.

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

K. Interfund Transactions

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

All other interfund transactions, except reimbursements, are reported
as transfers, Nonrecurring or nonroutine permanent transfers of
equity are reported as vesidual equity transfers. All other interfund
transfers are reported as operating transfers.

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

L. Fund Equity

Tn the governmental fund - financial statements, governmental funds
utilize a fund balance presentation for equity. Fund balance is
categorized as nonspendable, restricted, cowmitted, assigned or
unassignable.

Nonspendable Fund Balance -~ represents amounts that cannot be spent
because they are either not in spendable form {such as inventory or

prepaids) or legally required to remain dintact (such as notes

receivable or principle of a permanent fund).
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NOTE 2:

Restricted Fund Balance - represents 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 forxrmal action of the city’s highest
level of decision-making authority, the c¢ity council. Committed
resources cannot be used for any other purpose unless the city council
removes or changes the specified use by the same type of action
previously used to commit those amounts, either by resclution or by
ordinance.

Assigned Fund Balance - represents amounts the city intends to use for
specific purposes as expressed by the city council or an official
delegated the authority to assign amounts. As of December 31, 2017,
the city council has not granted any official the right to assign
amounts to a specific purpose.

When an expenditure is incurred in governmental 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 ¢ity 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
purposes 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 2017 as detailed
in the following tables. No remedial action is anticipated or
required by the city regarding these excess expenditures.

2017 EXPENDITURES

Final Actual

Budget Expenditures Excess
Special Revenue Funds
Streets ] 301,325.00 5 304,337.60 S (3,012.60}
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NOTE 3:

NOTE 4:

DEPOSITS

At December 31, 2017 and 2016, restricted cash includes amounts
required to be held in a reserve fund under the 8Sales Tax Revenue
Refunding Bonds of 2011 and the Sales Tax Revenue Refunding Bonds of
2012. Since the cash is not  avallable for current use, it is
clasgified as a noncurrent asset in the Statement of Net Position.

At December 31, 2017 and 2016, the deposits of the clty were entirely
covered by federal depository insurance or by collateral held by the
city’s custodial banks in the city’s name. As of December 31, 2017
and 2016, the city held certificates of deposit in the amount of
$4,867,933.40 and $4,867,125.17 which are all considered deposits.
The Bottineau Airxport Authority held certificates of deposit in the
amount of £5,673.75 and &5,622.90, 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 depoaitory £financial
institution, the e¢ity will not be able to recover collateral
securities that are in the possession of an outside party. As
digcusged in Note 1-F, state statutes require the market value of
collateral pledged must equal 110% of the deposits not covered by
insurance or bonds. As discussed above, the city’'s deposits were
adequately protected by insurance or collateral during the current
figcal 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 wmaturity period of an investment, the
greater the gensitivity of its fair wvalue to changes in market
interest rates. In 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 is 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 is
recognized monthly using the .effective interest method. Ag of
December 31, 2017 and 2016, 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, 2017 and 2016;
Balance Balance
01/01/2017 Additions beletions 12/31/2017
Governmental Activities:
Capital Assets Not Being
Depreciated;
Land & 819,377.72 5 - ] - s 819,377.79
Capital Assets Being
Depreciated;
Machinery and Equipment 5§ 1,578,594.78 & 66,756.00 § - $§ 1,645,350.78
Buildings 1,059,913.67 - {81,500,0C} 978,413.6%
Infrastructure 12,962,406.54 417,092,732 - 13,379,489.27
Total Capital Assets
Being Depreciated 15,600,%14.99 483,848.73 {81,500.00) 16,003,263,92
. Less Accumulated
. Depreciation for:
| Machinery and Equipment 689,602,92 90,532,95 - 780,135,87
) Buiidings 685,727.47 15,79C¢.77 [3,667.50) 697,850.74
- Infrastructure 3,731,435.86 373,896.97 - 4,105,332.83
' Total Accumulated
e Depreciation 5,106,766.25 480,220.69 (3,667.50) 5,583,319.44
Total Capital Assets
Reing Depreciated, Net $ 1G,494,148.74 3 3,628.04 5 (77,832.60) $ 10,419,944.28
Balance Balance
01/01/2017 Additions Deletions 12/31/2017
Buginess-Type Activities:
Capital Assets Not Being
Depreciated:
Land 5 231,524,867 5 -~ § X - s 231,524,.67
Capital Assets Being
Depreciated:
Machinery and Equipment 8 1,029,676.94 % - s - 5 1,029,876,94
Buildings . 1,805,300.58 ) - - 1,805,300.58
Infrastructure 9,210,537.30 - = 9,210,537.90
Total Capital Assets
Being Depreciated 12,045,515.42 : - - 1Z,045,515.42
Less Accumulated
Depreciation for:
Machinery and Equipment 495,970.41 74,681.23 - 570,651,664
Buildings, 413,219.95 36,106.01 - 449,325.96
Infrastructure . 3,759,195,23 140,402.97 - 3,899,578.20
Total Accumalated
Depreciation 4,668,365.59 251,190.21 - 4,919,555.80
Total Capital Assets
Beinyg Depreciated, Net $ 7,371,149.82 § {251,190.21) § - $ 7,125,959.62
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Balance Balance

01/01/2017 additions Delationa 12/31/2017
Component Units:
Capital Assets Not Being
Depreciated:
Infrastructure WIP $ 245,920.92 3 - 3 (245,920.92) § -
Capital Assets Being
Depreciated:
Machinery and Equipment $ 591,1%0.78 3 - $ - S 591,190.78
Buildings 469,608,695 - - 469,608.6%
Infrastructure 3,453,085.02 357,699.17 - 3,810,784.19
Total Capital Assets
Being Depreciated 4,513,884.49 367,699.17 ~ 4,871,583.66
Lass Accumulated
Depreciation for:
Machinery and Eguipment 165,443.98 48,336.00 - 213,778.98
Buildings 119,955,237 16,583.,93 - 136,53%.30
Infrastructure 610,385.24 75,630.54 - 686,015.78
Total Accumulated ‘ :
Depreciation 835,784.59 140,550.47 - 1,436,335.06
Total Capital Asgets
Being Depreciated, Net $ 3,618,099.90 $ 217,148.70 g - $ 3,835,248.60
Balance Balance
031/01/2016 Additions Deietions 12/31/2016
Govermmental Activities:
Capital Assets Not Being
Depreciated:
Land E 715,141.54 $ 104,236.25 s - $ §19,377.79
Capital Assets Being
Depreclated:
Machinery and Equipment 3 1,459,44G.60 5 119,154.18 s - 4 1,578,5%4.78
Buildings 1,05%,913,67 - - 1,059,913.87
Infrastructure 12,962,406,54 - ~ 12,962,406.54
Total Capital Assets
Being Depreciated 15,481,760,81 112,154,.18 - 15,604,914.99
Less Accumulated
Depreciation for:
Machinery and Equipment 604,460,84 85,142,08 - 689,602.92
Buildinygs 669,529.20 1.6,198.27 - 685,727.47
Infrastructure 31,361,0681.39 370,354.47 - 3,731,435,86
Total Accuwmulated
Depreciation 4,635,071.43 471,694.82 - 5,106,766.25
Total Capital Assets
Being Depreciated, Net $ 10,846,689,38 §  (352,540.64) § - 4 10,494,248.,74
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NOTE 6:

Balance Balance

¢1/01/203186 additions Deletions 12/31/2018
Business-Type Activities: :
Capital Assets Not Being
Depreciated:
Land 8 201,750.0¢ 4 29,774.67 3 - ] 231,524.67
Infrastructure WIP 462,3117.96 21,535.01 {483,852,5%7) -
Total Capital Assets
Not Being Depreciated 3 664,067,966 £ 51,309,68 3 (483,852.97) § 231,524.67
Capital Assets Being
Depreciakted: N
Machinery and Equipment 4 1,023,154.36 % §,522,58 & - $ 1,029,676,94
Buildings 1,805,30CG.58 - - 1,805,300.58
Infrastructure 8,726,684.93 483,852.97 - 9,210,537.%0
Total Capital Assets
Being Depreciated 13,555,139.87 490,375.55 - 12,045,515.42
Less Accumulated '
Depreciation for:
Machinery and Equipment £14,440.68 81,529.73 - 495,970.41
Buildings 377,201.18 36,018,177 - 413,215.95
Infrastructure 3,621,618.46 137,556.77 - 31,75%,175.23
Total Accumulated
Depreciation 4,413,260.32 255,105.27 - 4,668,365,569
Total Capital Assets
Being Depreciated, Net 5 7,141,87%.55 5 235,270.28 3 - $ 7,377,149,.83
Balance Balance
¢l/01/2016 Additiong Deletions 12/31/2¢16
Component Units!:
Capital Assets Not Being
Depreciated!
Infrastructure WIP 3 - $ 245,920.92 ] - S 245,92¢,92
Capital Assets Being
Depreciated:
Machinery and Equipment $ 254,5%70.63 & 347,115,158  § {16,495.00) & 591,190.78
Bulldings 469,608.69 - - 469,608.69
Infrastructure 3,453,085.02 - - 3,453,085,02
Total Capital Assets
Being Depreclated 4,177,264.34 347,115.15 {1¢,495.,00) 4,513,884.40
Less Accumuiated
Lepreciation for;
Machinery and Equipument 127,928,57 48,010,411 (10,495.00} 165,443.98
Buildings 103,371.02 16,584.35 - 119,955.37
Infrastructure 541,323.54 69,061.70 - 610,385.24
Total Accumulated
Depreciation 772,623.13 133,656.46 (10,495.00} 895,784.59
Total Capital Assets ’
Being Depreciated, Net § 3,404,641.21 3 213,458.69 8 - $ 3,618,095.90

Depreciation expense was charged to public works under governmental
activities in the Statement of Activities during the years ended
December 31, 2017 and 2016.

UNAMORTIZED DEFERRED LOSS ON BOND REFUNDING

The deferrved loss on bond refunding occurred on the issuance of the
Advanced Refunding in 2012 for the Sales Tax Revenue Refunding Bonds
of 2014 and Refunding Improvement Bonds of 2014.

The reaquisition price exceeded the net carrying amounts of the old
debt by $67,337.50. That amount was netted against the new debt (on a
straight-line basis, as the difference between straight-line and
effective interest methods was immaterial} which was the same as the

debt issued {(ten years).
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NOTE 7:

LONG-TERM LIABILITIES

During the years ended December 31, 2017 and 2016, the following
changes occurred in the long-term liabilities of the city:
Balance Balance Due Within
1/1/2017 Additions Deletions 12/31/20%7 One Year
Governmental Activities:
Special Assessment .

Bonds % 930,000.00 § - 3 130,000.00 $ 809,000.0¢ & 125, 600,00
Revenue Bonds 1,550,000.90 - 180,000,00 1,370,000.00 185,000.00
Compensated Absences 53,808.42 - 4,274,43% 49,633.93 -
Total $ 2,533,908.42 §% - 5 314,274.4% $2,219,833.53 % 310,000.090

Balance Balance Due Within
1/1/2017 additionsg Deletions 12/31/2017 One Year
Business-Type Activities:
Revenue Bonds $ 378,000.06 % - 8 38,9000.00 5 340,000.00 $§ 3%9,000.0C0
Balance Balance Due Withia
1/1/2016 adgitions peletions 12/31/2016. Qne Year
dovernmental Activities:
Special Assessment :

Bonds & 1,035,000.00 § 595,000.900 § 100,000,900 5 930,0C¢0.00 % 130,090.00
Revenue Bonds 1,705,000.00C 975,000.00 1,1390,8400.900 1,55¢,9000.00 1890,000.00
Compensated Absences 48,294,774 5,613.68 - 53,908.42 -
Total 4 2,788,294.74 $1,575,613.68 % 1,836,000.00 % 2,533,908 42 ¢ 310,000.00

Balance Balance Due Within
1/1/2016 Adéitions Deletions 12/31/2016 one Year
Business-Type Activities: j -
Revenue Bonds 3 415,000.00 § - & 37,000.00 % 378,0060.00 & 38,000.00

Compensated Absences:
The change in compensated absences

changes 1in salary prohibit exact calculations of

reductions at a reasonable cost.

Bonds Payable:

gales Tax Revenue Refunding Bonds of 2016

The city authorized the issu
{2016 Bonds)

Bonds of 2016

ance of the Sales Tax Rewv

is shown as a net change,
additions

as
and

eriue Refunding

with a par wvalue of $975,000.00 at a

discount of $512,187.50. The purpose of the 2016 Bonds is to pay the
remaining balance of the Sales Tax Revenue Bonds Series 2011 of which
there is a principal balance of $960,000.00 outstanding.

The refunding was undertaken to reduce total debt service payments
over ten vyears by $85,911.86 and resulted in economic gain of
$79,182.83. Economic 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, discounted at the
effective interest rate of the new debt and adjusted for additional

cash paid.

The 2016 Bonds are dated June 15, 2016, with annual principal payments
ranging from £90,000.00 ¢to $110,000.00, and semi-annual interest
payments at rates ranging from 1.0% to 1.85% per annum. Interest
payments commenced on November 1, 2016 and final maturity is May 1,
2026. The 2016 Bonds are included in the Paving Reserve Fund and are
secured by a pledge of the city’s general sales and use tax receipts.
Under the terms of the bond agreement, $97,500.00 of cash is
regtricted in the Paving Reserve. fund.
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The discount of §12,187.00 was recoxded as a reduction to the
outstanding balance of the 2016 Bonds in the December 31, 2016
Statement of Net Position. This amount was capitalized and is heing
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 financing use of the Paving Reserve Fund in the Statement of
Revenues, Expenditures and Changes in Fund Balance-Governmental Funds
for the year ended December 31, 2016.

Refunding Improvement Bonds of 2016

The city authorized the issuance of the Refunding Improvement Bonds of
2016 (Refunding Bonds) with a par value of $595,000.00 at a discount
of &7,437.50. The purpose of the Refunding Bonds was to pay the
remaining balance on the Refunding Improvement Bonds of 2011 of which
there is a principal balance of §575,000.00 outstanding. This
refunding was undertaken to reduce total debt service payments over
ten vyears by $40,922.61 and resulted in an economic gain of
$37,495.31. :

The Refunding Bonds are dated June 15, 2016, with annual principal
payments ranging from $50,000.00 to §70,000.00, and semi-annual
interest payments at rates ranging from 0.80% to 1.60% per annum.
Interest payments commence on November 1, 2016 and final mabturity is
May 1, 2026. The Refunding Bonds are included in the 2011 Street Fund
and are payable from the revenues of this fund, which include special
assessments against benefited property and any taxes or other revenues
levied for that purpose.

The discount of §7,437.50 was recorded as a reduction to the
outstanding balance of the Refunding Bonds in the December 31, 2016
Statement of Net Position. This amount was capitalized and is being
amortized to interest expense on a stralght-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 financing use of the 2011 Street Fund in the Statement of
Revenues, Expenditures and Changes in Fund Balance-Governmental Funds
for the vear ended December 31, 2016.
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outstanding debt at December 31, 2017 _consists of the following
issues:

Revenue Bonds

$750,000 State Reveolving Fund Bonds/Loan due in-
annual installments of $30,000 to $46,000 through :
September 1, 2025; interest at 2.5%. $ 340,000.00

$945,000 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%. s 485,000.00
§975,000 Sales Tax Revenue Refunding Bonds of 2016,

due in annual installments of $90,000 to $110,000

through May 1, 2026; interest of 1.00% to 1.85%. 885, 000.00
Total Revenue Bonds ' 1,710,000.00

Special Agsessment Bonds

$595, 000 Refunding Improvement Bonds of 2016, due
in annual installments of $50,000 to $70,000
through May 1, 2026; interest of .80% to 1.60%. 525,000.00

$600,000 Refunding Improvement Bonds of 2014, due in
annual installments of £50,000 to 75,000 through

B May 1, 2022; interest of 0.85% to 1.90%. 275,000.00
Total Refunding Bonds 800,000.00
Total Government Debt (excluding compensated absences) $2,510,000.00

The annual requirements to amortize outstanding debt are as follows:

Year Ending Revenue Bonds
December 31, : Principal Interest Total
2018 g 224,000.00 $ 31,410,00 s 255,410.00
2019 230,000.00 27,832.50 ! 257,832.50
2020 . 236,000.00 23,980.00 259,989.00
2621 237,000.00 19,470.00 256,470.00
2022 228,000.00 14,745.00 242,745.00
2023-2027 5h5,000,00 22,221.25 577,221.25
Totals $ 1,710,000.00 $ 139,658.75 5 1,849,658.75
Year Ending gpecial Assessment Bonds
December 31, Principal Interest Total
2018 S 125,000.00 8 12,126.25 3 137,126.25
201% 120,000.00 10,238.75 130, 238.75
2020 120,000.00 8,446,25 128,446, 25
2021 110,000.00 6,711.25 116,711,256
2022 105,000.00 4,910.00 %09,910.00
2022-2027 220,000.00 7,040.,00 227,040.00
Totals ] 800,000.00 s 49,472.50 ] 849,472.50
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NOTE 8: FUND BALANCE

Fund balance

Fund Balancea:
Honspandable:
Loans Receivable
Restricted for:
Debt Service Regerve
Fira Trucks
Soclal Security and
Retiremsnt
Capital Projects
advertising
Band
Commi Eted:
Economlc Development
Pire Department
Employee Benefits
Streets
Equipment
Debt Bervice
Audlt Resgerve
Qf£fice Reperve
Alrport Reaerve
New Pool Facility
Raserve

as of December 31,

2017 i3 ag follows:

New Arens Facility and -

Park Board Reserve
Trails Syatem Reserve
Beautification
Clty Property and

Forestty
ATmOTY
Disaster
Emerald Ash Borer
site Development

Unassigned:

Fund balance

Fund Balancea:
Ronapendable:
Loana Receivable
Reatrioted fori
Debt Service Resarve
Fire Trucks
Sorial Securicy and
Retirement
Capital Projects
Advertising
Band
Commltied:
Economic Development
Fire Department
Employee Benefits
Streets
Equipment
Debt Service
Audit Reserve
Office Reserve
Airport Reserva
Kew Pool Facility
Reserve
New Arena Facllity and
Park Board Reserve
Trails System Reserve
Beautification
ity Property and
Forestry
Armory
Disaster
Emerald Ash Borer
Site Development
Ynaasigned:

Malor Special Ravenue Punds Qther
deneral Fire Paving Sales Govarnmental

Fund Department Regerve Streets Tax 40% Funds Total
H - ¥ - § - ¥ - §  368,495.64 § - $  168,499.64
- - - - - 207,000.00 207,000.00
- - - - - 294,552.66 294,552.66
- - - - - 215,547.33 215,547.23
- - - - - 123,070.58 123,074.98
- - - - - 1,981.78 i.981.78
- - - - - 8,279.56 8,27%.56
- - - 365,813.05 43,691.37 1,055,404,42
434,873.,74 231,491.34 - - - - 666,365.08
35,399,.47 - - - - - 19,399,.47
- - - 356,642.72 - - 350,642.72
B5,774.46 - - - - - 85,774,456
- - 1,769,139.54 - - 413,757.03 2,182,556,.57
1%,975,.00 - - - - - 11,875.00
403,02¢.87 - - - - - 403,020.87
1£,356¢.00 - - - - - 16,350.40
101,846 .62 - - - - - 101,846,462
488,182.60 - 498,182.50
50,652,934 - - - - - 50,652.94
18,502.86 - - - - - 38,502,86
- - - - - 66,9300.30 £6,940,30
- - - - 22¢,891.09 220,851.05
21,500.00 - - - - - 21,500,00
30,500.60 - - - - - 30,500,066
245,340.00 - - - - - 249,340.00
1,048,596.07 - - - - - 1,048,596.07
$ 3,020,514.83 $ 231,491.34 § 1,763,153,54 % 350,642.72 $ 1,334,212.63  $ 1,638,572.10 § 8,344,733,02

as of December 31,

2016 is as follows:

Major Special Revenue Funds Other
General Fire Paving Sales Governmental

Fund Depariment Resarve Streets Tax 40% Funda Total
$ - $ - 3 - $ - §  492,444.56 % - § 432,444.50
- - - - 207,000.08 207,000.00
- - - - 265,016.44 265,018 .44
- - - - - 208,520.15 208,520.15
- - - - - 113, 717.67 1i3,717.67
- - - - - {1,439.406) (1,439.06)
- - - - - 3,620.51 3,620,851
- - - - 883,970.30 10G,2399.30 $8¢,2£69.60
431,754.64 216,658.49 - - - - 648,413.13
39,009.14 - - - - - 1%,009.14
- - - 351,312,71 - - 351,312,71
71,057.51 - - - . - - 71,057,91
- - 1,764,631.95 - - 442,237.79 2,206,869.74
22,640.00 - - - - - 22,640.0¢
337,228.84 - - - - - 337,228.84
15,350.00 - - - - - 15,350.00
101,846.62 - - - - - 101,846.62
432,682.80 - 432,682,850
16,652.94 - - - - - 36,652,94
31,541.13 - - - - - 31,541.13
- - - - - 59,725,238 59,725.28
- - - - - 202,573.96 202,579.96
21,500,080 - - - - - 21,500.00
25,500.00 - - - - - 25,500.00
250,400.00 - - - - - 250,000,900
1,046,682.64 - - - = - 1,046,682.64
$ 2,663,446.86 § 216,658.43 § 1,7564,631.95 $ 351,312.71 5 1,376,414.80 $ 1,60:,278.04 § 8,173,742.65

38



NOTE 3:

NOTE 10:

NET POSITION

At December 31, 2017, the government-wide Statement of Net Position
reported £847,432.31 in restricted net position, of which $640,432.31
was restricted by enabling legislation. At December 31, 2016, the
government-wide Statement of Net Position reported $797,874.77 in
restricted net position, of which £590,874.77 was restricted by
enabling legislatiom.

TRANSFERS
The following 1s a reconciliation between transfers in and transfers

out as reported in the basic financial statements for the years ended
December 31, 2017 and 2016:

Year Ended December 31, 2017

Fund Transfers In Transfers out

Governmental Funds:
General Fund g 181,240.65 8§ 67,024.10
Paving Reserve - 247,450.35
Streets ' 58,000.00 8,918.12
Nonmajor Governmental Funds 277,936.33 161,445.48
Total Governmental Funds 517,176.98 484,838,065

Enterprise Funds:

Water 43,245.686 24,600.00
Sewer - 25,191.97
Garbage - 25,792.62
Total Enterprise Funds 43,245.66 75,584.59

Total Transfers ' 8 560,422.64 3 560,422.64

Year Ended Decewber 31, 2016

Fund Transfers. In Transfers Out

Governmental Funds:
General Fund 3 263,394.,25 5 106,855.65
Streets 4,593.03 9,068.02
Nonmajor Governmental Funds 24,950.05 175,593.03
Total Governmental Funds 292,937.33 291,516.70

Enterprise Funds:

Water ’ 43,912.40 24,600.00
Sewer 31,345.66 25,878.80
Garbage - 26,199,89
Total Enterprise Funds 75,258.06 76,678.69
Total Transfers s 368,195.39 = 368,195.39
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NOTE 11%:

NOTE 12:

Transfers listed above were the result of normal operating budget
transfers and client error corrections. Additionally, the increased
level of transfers in 2017 was the result of the city council’s
decision to expend a large portion of the unrestricted state surge
money that it receivéd 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 authorities. Any material tax
collections are distributed after the end of each month.

Property taxes are levied as of January 1. The property taxes attach
as an enforceable lien on property on January 1 and may be paid in two

installments. The first installment includes one-half of the real
estate taxes and all the special assessments and the second
installment 1is the balance of the real estate taxes. The first

installment iz due by March 1 and the second installment is due by
October 15. A 5% discount on property taxes is allowed if all taxes
and special assessments are paid by February 15. After the due dates,
the bill becomes delinquent and penalties are assessed.

' Most property owners choose to pay property taxes and special

assessments in a =ingle payment on or before February 15 and receive
the discount on the property taxes.

PENSION PLANS

Through September 30, 2017, all eligible employees of the City of
Bottineau participated in a 457 retirement plan through Scudder
Investments. 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 were eligible to participate in the plan if
they met the following three requirements: (1) full-time employee,
(2) were employed by the city for at least 90 days, and (3)
contributed at least 4% of their salary to the plan. The benefits
provided under the plan were funded solely by the contributions to
the plan by the employee and employer and the earnings on those
contributions. The contributions were based on the employee’s
salary, with the employee contributing a minimum of 4% with the city
matching the employee’s 4%, Employees were allowed to contribute
more than 4%, provided total contributions did not exceed $8,000.00.

Beginning October 1, 2017, the city adopted the pension plan under
North Dakota Public Employees Retirement System (NDPERS). The
following brief description of NDPERS is provided for general
information purposes only. Participants should refer to NDCC Chapter
54-52 for more complete information,

NDPERE is a cost-sharing multiple-employer defined benefit pension

-plan that covers substantially all employees of the State of North

Dakota,  its agencies and various participating political
subdivisions. NDPERS provides for pension, death and disability
benefits. The cost to administer the plan ig financed through the
contributions and investment earnings of the plan.

Responsibility for administration of the NDPERS defined benefit
pension plan is assigned to a Board comprised of seven members. The
Board consists of a Chairman, who i appointed by the Governoxr; one
member appointed by the Attoxney General; one member appointed by the
State Health Officer; three wmembers elected by the active mewbership
of the NDPERS system; one member elected by the retired public
employees; and two members of the legislative assembly appointed by
the chairman of the legislative management,

40



Pension Benefits

Benefits are set by statute. NDPERS has no provisions or policies
with respect to automatic and ad hoc post-retirement benefit
increases. Member of the Main System are entitled to unreduced

monthly pension benefits beginning when the sum of age and years of
credited service equal or exceed 85 (Rule of 85), or at normal
retivement age (65). For members hired on or after January 1, 201é
the Rule of 85 will be replaced with the Rule of 90 with a minimum
age of 60. The monthly pension benefit is equal to 2.00% of their
average monthly salary, using the highest 36 months out of the last
180 months of service, for each year of. service. The plan permits
early retirement at ages 55-64 with three ox more years of service.

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

Death and Disability Benefits

Death and disability benefits are set by statute. If an active
member dies with less than three years of service for the Main
System, a death benefit equal to the value of the wember’s
accumulated contributions, plus interest, 1is paid to the member’s
beneficiary. If the member has earned more than three years of
credited service for the Main System, the surviving spouse will be
entitled to a single payment refund, life-time monthly payments in an
amount equal to 50% of the member’s accrued normal retirement
benefit, or monthly payments in an amount equal to the wember’s
accrued 100% Joint and Survivor retirement benefit if the member had
reached noxmal retirement age prior to date of death. If the
surviving spouse dies before the member’s accumulated pension
benefits are paid, the balance will be payable to the surviving
spouse’s designated beneficiary.

Eligible members who become totally disabled after a minimum of 180
days of sexvice, receive monthly disability benefits equal to 25% of
their final average salary with a minimum benefit of $100. To
qualify under this section, the mewmber has to become disabled during
the period of eligible employment and apply for benefits within one
year of termination, The definition of disabled is set by the NDPERS
in the North Dakota Administrative Code.

Refunds of Member Account Balance

Upon termination, if a member of the Main System is not vested (is
not 65 or does not have three years of service), they will receive
the accumulated member contributions and vested employer
contributions, plus interxest, or may elect to receive this amount at

a later date. Tf the member has vested, they have the option of
applying for a refund or can remain as a terminated vested
participant. If a member terminated and withdrew their accumulated

member contribution and is subsequently reemployed, they have the
option of repurchasing their previous service,

Member and Employer Contributions

Member and employer contributions paid to NDPERS are set by statute
and are established as a percent of salaries and wages. Member
contribution rates are 7% and employer contribution rates are 7.12%

of covered compensation.
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NOTE 13:

NOQTE 14:

The member’s account balance includes the vested employer
contributions egual to the member’'s contributions to an eligikle
deferred compensation plan. The minimum member contribution is §25
and the maximum way not exceed the following:

* 1 to 12 months of service - Greater of one percent of
monthly salary or $25

* 132 to 24 months of sgervice - Greater of two percent of
monthly salary or $25

* 25 to 36 months of service - Greater of three percent of
monthly galary or §25

* Longer than 36 months of service - Greater of four percent

of wonthly salaxry or $25

RISK MANAGEMENT

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

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

The City of Bottineau also participates in the North Dakota Fire and
Tornade 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 §2,000,000.00 for its employees. The
State 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.

SUBSEQUENT EVENTS

The city has evaluated subsequent events through August 17, 2018, the
date which the financial statements were available to be issued.
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CITY OF BOTTINEAU
Bottineau, North Dakota

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
GENERAL FUND
For the Year Ended December 31, 2017

Original and
Final Budget

Actual

Variance with
Final Budget

Revenues.:
Taxes 5 328,075.,00 S 343,652.04 5 15,577.04
Licenses, Permits and Fees ' 18,850.00 21,282.66 2,432.66
Intergovernmental 432,700.00 432,319.56 (380.44)
Charges for Services 61,700.00 24,118.41 (37,581.59)
Fines and Forfeits 7,500.00 3,480.44 -{4,019.56)
Grants - 258.00 258.00
Migcellaneous - 76,464.00 76,464 ,00
Total Revenues 848,825.00 901,575.11 52,750.11
Expenditures:
Current:
General Government 402,695.00 333,567.73 69,127.27
Public Safety 458, 925.00 455,805,390 3,119.10
Culture and Recreation - - -
Other - 2,594,06 (2,594.086)
Capital Outlay 458,000.00 66,756.00 391,244 .00
Total Expenditures 1,319,620.00 858,723,69 460,896.31
Excess of Revenues Over {Under)
Expenditures {470,795.00} 42,851.42 513,646.42
other Financing Sources {Uses):
Transfers In 179,905.00 181,240.65 1,335.65
Transferg Out {61,905.00} (67,024,10) {5,119.10)
Total Other Financing
Sources (Uses) 118,000.00 114,216.55 {3,783.45)
Net Change in Fund Balances (352,795.00) 157,067.97 509,862.97

Fund Balance - January 1

‘Fund Balance - December 31

2,863,446.66

2,863,446.,66

$ 2,510,651.66

$ 3,020,514.63

5 509,862.97

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

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
GENERAL FUND
For the Year Ended December 31, 2016

_Original and Variance with

Actual

Final Budget Final Budget
Revenues;:
Taxes $  302,875.00 323,344,20 § 20,469.20
Licenses, Permits and Fees 18,850.00 24,149 .84 5,299.84
Intergovernmental 742,100.00 403,683.01 {338,416.99)
Charges for Services 48,200.00 24,839.23 {23,360.77)
Fines and Forfeits 6,500,00 7,059.00 559.00
Miscellaneous - 13,992,238 13,992.38
Total Revenues 1,118,525.00 797,067.66 {321,457.34)
Expenditures:
Current:
General Government 621,786.00 406,185.45 215,600.55
Public Safety 425,500.00 417,458,97 8,041.03
Culture and Recreation 167,000.00 557,089.06 (390,089.06)
Other 6,164.00 3,883.74 2,280.26
Capital Outlay 280,000.00 19,654.18 260,345.82
Total Expenditures 1,500,450.00 1,404,271.40 96,178.60

Exceas of Revenues Over (Under}
Expenditures

{381,925.00)

{607,203.74)

{225,278.74)

Other Financing Sources {Usesg):
Transfers In
Transfers Out

586,000.00

(367,500.00)

263,394,25
(106,855.65)

{322,605.75)
260,644.,35

Total Other Financing
Sources (Uses)

218,500.00

156,538.60

(61,961.40)

(450,665.14)

{287,240.14)

Net Change\in Fund Balances (163,425.00)

3,314,111.80 3,314,111.80 -

Fund Balance - January 1

$ 3,150,686.80 $ 2,863,446.66 $ (287,240,14)

Fund Balance - December 31

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

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
FIRE DEPARTMENT FUND
For the Year Ended December 31, 2017

Original and Variance with
Final Budget Actual Final Budget
Revenues:

Intergovernmental 5 25,500.00 - 8 28,336.33 ) 2,836.33

Charges for Services 34,275.00 32,757.31 (1,517.69)

Interest Income 50.00 B73.80 823.80

Miscellaneous 36,000.00 38,182.50 2,182.50
Total Revenues 95,825.,00 100,149.94 4,324.94
Expenditures:

Current:

Public Safety 95,825.00 85,317.09 10,507.91
Net Change in Fund Balances - 14,832.85 14,832,85
Fund Balance - January 1 216,658.49 216,658.49 -
Fund Balance - December 31 S 216,658.49 &  231,491.34 $ 14,832.85

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

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
FIRE DEPARTMENT FUND
For the Year Ended December 31, 2016

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

Intergovernmental S 28,341.26 S 25,615%.48 =3 (2,725.78}

Charges for Sexvices 44,500.00 40,318.37 {4,181.63)

Interest Income - 929.64 929.64

Miscellaneous ] 35,000.00 62,624 .24 27,624 .24
Total Revenues . 107,841.26 129,487.73 21,646.47
Expenditures:

Current:

Public Safety 107,841.26 95,552.20 12,289.06
Net Change in Fund Balances - 33,935.53 33,935.53
Fund Balance -~ January 1 182,722.96 182,722.96 -
Fund Balance - December 31 $ 182,722.96 § 216,658.49 § 33,935.53

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 Ended December 31, 2017

Original and Variance with
Final Budget Actual Final Budget
Revenues:

Taxes & 650,000.00 & 625,044.39 & (24,955.61)

Liicenses, Permits and Fees 3,500.00 500.00 {3,000.,00)

Miscellaneous - 14 .24 14 .24
Total Revenues 653,500,00 625,558.63 (27,941.37)

| Current:

Public Works 39,000.00 25,429.33 13,570.67
Debt Service:

Principal 175,000.00 180,000.00 {5,000.00)

Interest 27,000.00 26,972,550 27.50
Capital oOutlay 420,000.00 141,138.86 278,861,114
Total Expenditures 661,000.00 373,540.69 287,45%9.31
Excess of Revenues Over (Under)

Expenditures {(7,500.00} 252,017.9%4 259,517.94
Other Financing Sources {Uses);:

Transfers Out : - {(247,450.35) {247,450.35)
Net Change in Fund Balances (7,500.00) 4,567.59 12,067.59
Fund Balance - January 1 1,764,631.95 1,764,631.95 -
Fund Balance - December 31 & 1,757,131.95 S 1,769,199.54 ] 12,067.59

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 Ended December 31, 2016

Original and

Variance with

Final Budget Actual Final Budget

Revenueg: )

Taxes ] 775,000.00 S 678,521.55 (96,478.45)
Licenses, Permits and Fees 6,000.00 3,500.00 {2,500.00)
Miscellaneous - 14.18 14.18
Total Revenues 781,000.00 682,035.73 {98,964.27)
Current:

Public Works 25,000.00 14,405,711 10,5%94,29
Debt Service:

Principal 155,000.00 170,000.00 {15,000.00}

Interest -~ 50,000.00 49,986.05 13,95
Capital Qutlay ©87,000.00 72,500.00 14,500.00
Total Expenditures 317,000.,00 306,891.76 10,108.24
Excess of Revenues Over (Under) _

Expenditures 464,000.00 375,143.97 (88,856.03})

Other Finanging Sources (Uses):

Bond Proceeds o= 962,812.50 962,812.50

Payment of Refunding Bonds - {960,000.00) (960,000.00)
Total Other Financing

Sources (Uses} - 2,812,50 2,812.50

Net Change in Fund Balances 464,000.00 377,956.47 (86,043.53}

Fund Balance - January 1 1,386,675.48

1,386,675.48

Fund Balance - December 31 4 1,850,675.48 s

1,764,631.95

(86,043.53)

See accompanying notes to budgetary comparison schedule.
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CITY OF BOTTEINEAU
Bottineau, Noxrth Dakota

BUDPDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
SALES TAX 40% FUND
For the Year Ended December 31, 2017

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

Taxes S 325,000.00 s 178,584.05 §- (146,415.95)

Interest _ - 10,745.76 10,745.,76

Other - - -
Total Revenues 325,000.00 189,329.81 {135,670.19)
Expenditures:

Current:

Economic Development 324,961,00 231,431.92 93,529.08
Total Expenses ' 324,961.00 231,431.92 93,529.08
Excess of Revenues Over (Under)

Expenditures 39.00 (42,102.11) {(42,141.11)
Fund Balance - January 1 1,376,414.80 1,376,414.80 ' -
Fund Balance - December 31 5 1,376,453.80 4 1,334,312.69 & (42,141.11)

See accompanying notes to budgetary comparison schedule.
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Revenues:
Taxes
Interest

Total Revenues

Expenditures:

Current:

CITY OF BOTTINEAU
Bottineau, North Dakota

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS

SALES TAX 40% FUND
For the Year Ended December 31, 2016

Original and

Variance with

Economic Development

Other

Total Expenses

Excess of Revenues Over (Under}

Expenditures
Fund Balance - January 1

Fund Balance - December 31

Final Budget Actual Final Budget
] 229,000.00 $ 193,863.28 & {35,136,72)
- 13,803.31 13,803.31
229,000.00 207,666.59 {21,333,41)
229, 0300.00 95,211.00 133,789.00
- 1,498.89 {1,498.89)
229,000.00 96,709.89 132,290.11-
- 110,956.70 110,956.70
1,265,458,10 1,265,458.10 -
$ 1,265,458.10 $ 1,376,414.80 $ 110,956.70

See accompanying notes to budgetary comparigson schedule,
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CITY OF BOTTIREAU
Bottineau, North Dakota

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
STREETS FUND

For the Year Ended December 31, 2017

Original and

Variance with

Final Budget Actual Final Budget
Revenues:

Intergovernmental 5 196, 000.00 5 206,179.69 S 10,179.69

Charges for Services 53,000.00 48,210.18 (4,789.82)

Migcel laneous - 195.86 195,86
Total Revenues 249,000.00 254,585.73 5,585.73
Expenditures:

Current:

General Government 301,325.00 304,337.60 {3,012.60)
Total Expenditures 301,325.00 304,337.60 (3,012.60)
Excess of Revénues Over (Under)

Bxpenditures {(52,325.00) (49,751.87) 2,573.13
Other Financing Sourxces (Uses):

Transfers In £8,000.00 58,000.00 -

Transfers Out {11,000.00) {8,918.12}) 2,081,88
Total Other Financing

Sources {Uses) 47,000.00 49,081.88 2,081.88
Net Change in Fund Balances (5,325.00) {669.99) 4,655.01
Fund Balance - January 1 351,312.71 351,312.71 -
Fund Balance - December 31 s 345,987.71 b 350,642.72 = 4,655.01

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

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
STREETS FUND
For the Year Ended December 31, 2016

Original and Variance with
Final Budget Actual Final Budget
Revenues:

Intergovernmental s 283,920.00 o3 199,786.57 5] (84,133.43)

Charges for Services - 52,500.00 49,136.56 (3,363.44)

Miscellaneous - 862.36 862,36
Total Revenues 336,420.00 249,785.49 {86,634.51})
Expenditures:

Current:

General Government 322,125.00 284 ,970.42 37,154.58
Total Expenditures 322,125.00 284,970.42 37,154.58
Excess of Revenues Over (Under)

Expenditures 14,295.00 (35,184.93) (49,479.93}
Other Financing Sources (Uges):

Transfers In - 4,593.03 4,593.03

Transfers Out {12,000.00) (¢,068.02) 2,931.98
Total Other Financing

Sources (Uses) {12,000.00) (4,474.99) 7,.,525.01
Net Change in Fund Balances 2,295.00 {39,659.92) {41,954,92)
Fund Balance - January 1 390,972.63 390,972,63 -
Fund Balance - December 31 s 393,267.63 ] 351,312,71 5 {(41,954.92)

dee accompanying notes to budgetary comparison schedule.
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NOTE 1:

NOTE 2:

CITY OF BOTTINEAU
Bottineau, North Dakota

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
For the Years Ended December 31, 2017 and 2016

STEWARDSHIP, COMPLIANCE AND ACCOUNTABLLITY

Budgetary Information:

The governing board adopts an annual budget on a bagis consistent
with GAAP for the general fund, each special revenue fund and each
debt service fund of the municipality. The city is required to
present the adopted and final amended revenues and expenditures for
each of these funds.

The following procedures are followed in establishing the budgetary
data reflected in the financial statements:

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

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

e The final budget must be filed with the county auditor by October
1oth,

¢ No disbursement shall be made or liability incurred in excess of
the total appropriation by fund. However, the governing board may
amend the Dbudget during the year for any revenue and
appropriations not anticipated at fthe 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.

EXCESS OF ACTUAL EXPENDITURES OVER BUDGET

During 2017, expenditures exceeded budget in the Streets Fund by
$3,012.60. No remedial action is anticipated ox required by the city
with respect to these excess expenditures.
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JOHNSON

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

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, buginess-type activities, the discretely presented component
units, each major fund, and the aggregate remaining fund information of City
of Bottineau, MNorth Dakota, as of and for the years ended December 31, 2017
. and 2016, and the related notes to the financial statements, which
collectively comprise City of Bottineau, Noxth Dakota's basic financial
statements and have issued our report thereon dated August 17, 2018.

Internal Control over Financial Reporting

In planning and performing our audit, we considered City of Bottineau, North
Dakota’s internal contrel 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 statewents, but not
for the purpose of expressing an opinion on the effectiveness of City of
Bottineau, North Dakota’s internal control.

Our consideration of internal control over finaneial reporting was for the
limited purpose described in the preceding paragraph and was not designed to
identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies way exist that were not identified, However, as
degcribed in the accompanying schedule of findings and responses, we
identified certain deficiencies in intermal control that we consider to be

material weaknesses,

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 intermal control, such that there is a
reasonable possibility that a material misstatement of the entity’'s financial
statements will not be prevented, or detected and corrected, on a timely
basis. We consider the deficiencies in the City of Bottineau, North Dakota’s
internal control described in the accompanying schedule of findings and
responses, items 17-1 and 17-2, 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 or
other matters that are regquired to be reported under Government Auditing
Standards. :

City of Bottineau, North Dakota’s Response to 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 was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly,
we express no opinion on it,

Purpose of this Report

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

AL A

LERVIK & JOHNSON _
Certified Public Accountants

" August 17, 2018
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CITY OF BOTTINEAU
Bottineau, North Dakota

SCHEDULE OF FINDINGS AND RESPONSES
For the Years Ended December 31, 2017 and 2016

FINDINGS-FINAMCIAL STATEMENT AUDIT

MATERIAL WEAKNESSES

17-1

17-2

Segregation of Duties

Condition:

The City of Bottineau, North Dakota, has one employee responsible for
most 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, deposit monies, issue checks, send checks to wvendors,
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:

Due 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 system designed
to provide for the preparation of 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 conditlon because of cost or other consgiderations.

Criteria:

A good system of internal accounting control contemplates a system
degigned to prepare financial statements in accordance with generally
accepted accounting principles.
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Effect:

Inadequate 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 condition 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 isg not cost-effective for an organization our size to have
staff to prepare audit-ready financial statements, we have chesen 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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