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TNDEPENDENT AUDITOR’'S REPORT

Board of Directors
City of Bottineau Park Board
Bottineau, North Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental
activities of the City of Bottineau Park Board (Park Board)}, Bottineau, North
Dakota, as of and for the years ended December 31, 2017 and 2016, which
collectively comprise the Park Board’'s basic financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with the modified cash basis of accounting
described in Note 1; this includes determination that the modified cash basis
of accounting is an acceptable basis for the presentation of the financial
statements in the circumstances. Management is also responsible for the
design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from
material migstatement, whether due to errxor 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
require that we plan and perform the audit to obtain reasonable assurance
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 intermal
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 statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis foxr our audit opinion.

2
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Opinion

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 of the City of Bottineau Park Board as of
December 31, 2017 and 2016, and the respective changes in financial position-
modified cash basis, thereof for the vears then ended in conforxmity 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 is a basis of accounting other than accounting
principles generally accepted in the United States of America, Our opinion is
not modified with respect to that matter.

Other Matters
Required Supplementary Information

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

Accounting principles generally accepted in the United States of America
require that the budgetary comparison information on pages 27-29 be presented
to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an egsential part of
financial reporting for placing the bagic 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
America, which consisted on inquiries of management about the methods of
preparing the information and comparing the information for consistency with
management’s responses to our inguiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our
report dated May 9, 2018, on our consideration of the Park Board’s internal
control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our
testing of interxnal 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 Park Board’s internal control over financial reporting and
compliance.

Lok ¢ ol

LERVIK & JOHNSON
Certified Public Accountants
Bottineau, North Dakota

May 9, 2018



CITY OF BOTTINEAU PARK BOARD
Bottineau, North Dakota

STATEMENT OF NET POSITION-MODIFIED CASH BASIS
December 31, 2017

Primary
Government
Governmental
Activities
ASSETS
Current Agsets:
Cash =4 214,599.15
Certificates of Deposit 20,000.00
Total Current Assets 234,599.15
Noncurrent Assets:
Capital Assets, Net of Accumulated
Depreciation 1,229,306.87
Total Assets 1,463,906,02
LIABILITIES:
Noncurrent Liabilities:
Compensated Absences 15,096.26
NET POSITION:
Net Investment in Capital Assets 1,229,306.87
Unrestricted 219,502.89
Total Net Position $ 1,448,809.76

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

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES-MODIFIED CASH BASIS
GOVERNMENTAL FUNDS
December 31, 2017

General
Fund

ASSETS:

Cash 5 214,599.15

Certificates of Deposit 20,000.00
Total Assetbs $ 234,599.15
FUND BALANCES:

Committed Fund Balance 5 194,016.27

Unassigned Fund Balance 40,582.88
Total Fund Balances 5 234,599.15

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

7




CITY OF BOTTINEAU PARK BOARD
Bottineau, Worth 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 Balances for Govermnmental Fundsg 3 234,599.15

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 1,784,505.42
Less Accumulated Depreciation {555,198.55)
Net Capital Assets 1,229,306.87

Noncurrent liabilities applicable to
governmental activities are not due
and payable in the current period and,
accordingly, are not reported in the
governmental funds.

Compensated Absences (15,096,286}

Total Net Position of Governmental Activities 5 1,448,809.76

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

Bottineau, North Dakota

ATATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

MODIFIED CASH BASIS-GOVERNMENTAL FUNDS
For the Year Ended December 31,

Revenues:
Taxes
State Aid Allocation via
City of Bottineau
Arena User Fees
Parks User Fees
Grants and Contributilons
Interest Income
Otherx Income

Total Revenues

Expenditures:

Current:
Salaries
Payroll Taxes
Employee Benefits
Secretary/Board Expense
Office Supplies
Fees/Dues/Seminars
Special Assessment Tax
Arena Expense
Parks Expense
Other

Capital Outlay

Total Expenditures
Net Change in Fund Balances
Fund Balance - January 1

Fund Balance - December 31

The accompanying notes are an integral part o

the

9

2017

General
Fund

$ 149,871.76

39,449.08
85,162.25
23,868.00
68,116.62
709.71
2,035.66

369,213.08

148, 908,93
12,533.70
26,144.00

3,000.00
2,290.45
5,147.43
1,989.49
54,388.04
34,350.79
5,910.58
186,400.35

481,063.76

(111,850.68)

346,449.83

$  234,599.15

f these financial statements.



CITY OF BOTTINEAU PARK BOARD
Bottineau, North Dakota

RECONCILIATION OF COVERNMENTAL 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 $ (111,850.68)

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

Covernmental funds report capital outlays as
expenditures. However, in the Statement of
Activities, the cost of those assets is
allocated over their estimated useful lives
and reported as depreciation expense.

Current Year Capital Outlay 186,400.35
Current Year Depreciation Expense (39,267.97)}
Net Amount 147,132.38

Some expenses reported in the Statement of
Activities do not require the use of current
financial resources and are not reported as
expenditures in the governmental funds.

Net increase in Compensated Absences {2,234.26)

Change in Net Position of Governmental Activities =} 33,047.44

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

STATEMENT OF NET POSITION-MODIFIED CASH BASIS
December 31, 2016

Primary
Government
Governmental
Activities
ASSETS:
Current Assets:
Cash ] 326,449.83
Certificates of Deposit 20,000.00
Total Current Assets 346,449.83
Noncurrent Agsets:
Capital Assets, Net of Accumulated
Depreciation 1,082,174.49
Total Agsets 1,428,624.32
LIABILITIES:
Noncurrent Liabilitiesg:
Compensated Absences 12,862.00
NET POSITION:
Net Investment in Capital Assets 1,082,174.49
Unrestricted 333,587.83
Total Net Position % 1,415,762.32

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

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES-MODIFIED CASH BASIS
GOVERNMENTAL FUNDS
December 31, 2016

General
Fund

ASSETS:

Cash S 326,449.83

Certificates of Deposit : 20,000.00
Total Assets S 346,449,83
FUND BALANCES:

Committed Fund Balance $ 257,606.27

Unassigned Fund Balance 88,843.56

Total Fund Balances $ 346,449.83

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

i3




CITY OF BOTTINEAU PARKX BOARD
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, 201€

Total Fund Balances for Governmental Funds

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 1,598,105.,07
Lesgs Accumulated Depreciation - (515,930.58)

Net Capital Assets

Noncurrent liabilities applicable to
governmental activities are not due
and payvable in the current period and,
accordingly, are not reported in the
governmental £funds.

Compensated Absences

Total Net Pogition of Governmental Activities

$  346,449,83

1,082,174.49

(12,862.00)

$1,415,762,32

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

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALAN&ES ‘
MODIFIED CASH BASIS-GOVERNMENTAL FUMDS ‘
For the Year Ended December 31, 2016

General
Fund
Revenues:
Taxes $ 143,928.51
State Aid Allocation via the
city of Bottineau 44,027.61
Arena User Fees 52,047.35
Parks User Fees 14,912.00
Grants and Contributions 565,524 .16
Interest Income 1,012.78
Other Income 542,18
Total Revenues 821,994.59
Expenditures:
Current;
Salaries 131,207.02
Payroll Taxes 11,830.74
Employee Benefits 17,547.51
Secretary/Board Expense 3,000.00
Office Supplies 1,903.34
Fees/Dues/Seminars 558.00
Special Assessment Tax 2,115,117
Arena Expense 34,846.18
Parks Expense 43,460.44
Other 2,003.74
Capital Outlay 550,487.23
Total Expenditures 798,959.37
Net Change in Fund Balances 23,035.22
Fund Balance - January 1 323,414.61

Fund Balance - December 31 $ 346,449,.83

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

RECONCTLIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES TO THE
STATEMENT OF ACITIVITES-MODIFIED CASH BASIS

GOVERNMENTAL FUNDS
For the Year Ended December 31, 2016

Net Change in Fund Balances-Total Governmental Funds s 23,035.22

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

Governmental

funds report capital outlays as

expenditures. However, in the Statement of

Activities,

the cost of those assets is

allocated over their estimated useful lives
and reported as depreciation expense.

Current Year Capital Outlay 550,487 .23
Current Year Depreciation Expense (32,579.40)
Net Amounts 517,907.83

Some expenses reported in the Statement of
Activities do not reguire the use of current
financial resources and are not reported as
expenditures in the governmental funds.

Net increase in Compensated Absences {1,591.93)

Change in Net Po

The accompanying no

gition of Governmental Activities % 539,351.12

tes are an integral part of these financial statements.
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NOTE 1:

CTITY OF BOTTINEAU PARK BOARD
Bottineau, North Dakota

NOTES TO THE FINANCIAI STATEMENTS
December 31, 2017 and 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policy of the City of Bottineau Park Board is to
maintain the accounting records on a modified cash basis, which is a
comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America. The Governmental
Bccounting Standards Boaxrd (GASB) is the accepted standard setting
body for establishing governmental accounting and financial reporting

principles. The more significant of the government's accounting
policies are described below.

A. Financial Reporting Entity

The accompanying financial statements present the activities of the
City of Bottineau Park Board {(Park Board). The Park Board is a
governmental entity, which maintains the parks and ice arena within
the City of Bottineau as its primary duties.

The Park Board has considered all potential component units for which
it is financially accountable and other organizations for which the
nature -and significance of their relationships with the Park Board are
such that exclusion would cause the Park Board’s financial statements
to be misleading or incomplete. The GASB has set forth criteria to be
congidered 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 Park Board 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 Park Board.

Based on these criteria, there are no component units to be included
within the Park Board as a reporting entity.

B. Financial Statement Presentation

Covernment-wide Financial Statements: The Statement of Net Position
and Che Statement of Activities display information about the primary
government, the Park Board. These statements include the financial
activities of the overall government, excluding fiduciary activities.
Eliminations have been made to minimize the double-counting of

internal activities. The majority of governmental activities are
financed through taxes and intergovernmental  Irevenues (i.e.,
nonexchange transactions). The Park Board is also financed by fees

charged to external parties, primarily for use of the ice arena and
parks.

The Statement of Net Position presents the Park Boarxrd’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 assets. .

Restricted net position results when constraints placed on net

positon use are either externally imposed or imposed by law through
constitutional provisions or enabling legislation,.

17



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 revenues for each function of the Park Board’'s

governmental activities. Direct expenses are those that are
specifically associated with a program or function and, therefore, are
c¢learly identifiable to a particular function. Program revenues

include (a) fees, fines and charges paid by the recipients of goods or
services offered by the programs and (b) grants and contributions that
are restricted to meeting the operational or capital requirements of a
particular program. Revenues that are not classified as program
revenues, including all taxes, are presented as general revenues.

From time to time, under the terms of grant agreements, the Park Board
may fund certain programs by a combination of specific cost-
reimbursement grants and general revenues. Thus, when program expenses
are incurred, there are both restricted and unrestricted net position
available to finance the program. It is the Park Board’s policy to
first apply cost-reimbursement grant reaources 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 considered to be a
geparate 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 Park Board has only one governmental fund (the general fund}, and
currently has no proprietary oxr fiduciary funds.

Governmental Fund:
General Fund. ‘This is the Park Board’s primary operating fund. It
accounts for all financial resources of the Park Board,

¢. Measurement Focus and Basis of Accounting

Meagurement focus 1is a term used to describe how transactions are
recorded within the warious £financial statements, and include the
economic resources measurement focus and the current financial
regources measurement focus.

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

current financial  resources measurement focus: Under this
measurement focus, only cuxrent 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 Ffocus, 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 leagses to be reported as other
financing sources.

18



Basis of accounting refers to when the transactions axe recorded,
regardless of the measurement focus applied. The only basis of
accounting used by the Park Board is the modified cash basis of
accounting as discussed below.

Covernment-wide Financial Statements

Both governmental and enterprise funds {of which the Park Board has
none) are reported using 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, net position/fund equity, revenues, and
expenditures/expenses when they result from cash transactions, with a
provision for depreciation. This basis is a cowprehensive basis of
accounting other than accounting principles generally accepted in the
United States of America.

Ags 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 1liabilities and their related expenses (such as accounts
payable and expenses for goods or services received but not yet paid,
and accrued expenses and liabilities) are not recorded in these
financial statements,

If the Park Board 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.

Governmental Fund Financial Statements

aovernmental funds are reported using the current financial resouxces
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 Park Board
utilized the basis of accounting recognized as generally accepted,
fund financial statements for governmental funds would use the
modified accrual basis of accounting. Under the modified accrual
basis, revenues are recognized when measureable and available (i.e.,
when they are collectable within the current vyear or soon enough
thereafter to pay liabilities of the current year) .

Proprietary funds (of which the Park Board has none) are reported
using the economic resources measurement focus and the modified cash
basis of accounting, as described above. The proprietary funds
distinguish operating revenues and expenses from non-operating items. .
Operating revenues and eXpenses genexally vresult from providing
services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. All revenues and
expenses not meeting this definition are reported as non-operating
revenuesg and expenses.

Although the Park Boaxrd’s program services include the ice arena and
the parks, both of which charge user fees, the majority of the park
Board’s revenues are from taxes and intergovernmental sources. The
user fees would not be enough to sustain the operations of the ice
arena or the parks {(considering payroll expenses and adminigtrative
costs, which are listed separately from arena and park expenses in the
basie financial statements). As such, the Park Board does not record
the activities of the ice arena or parks as proprietary funds,
resulting in a single governmental fund {(the general fund)
representing all Park Board activities.
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D. Budgets

The governing board adopts an annual budget on a basis consistent
with the modified cash basis of accounting for the general fund. The
park Board 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 Park
Board prepares a preliminary budget for the next succeeding vear
beginning January 1%¢. The preliminary budget includes a detailed

breakdown of the estimated revenues and appropriations.

¢ The governing board holds a public hearing where any taxpayer may
testify in favor or against any proposed disbursements or tax
levies requested in the preliminary budget. After 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
10th, :

e No disbursement shall be made or liability incurred in excess of
the total appropriation by fund. However, the governing board may
amend the budget during the year for any revenue and
appropriations not anticipated at the time the budget was
prepared. The budget amendments must be approved by the board and
the approval must be noted in the proceedings of the board.

e All annual appropriations lapse at year-end.

E. Use of Estimates

The preparation of financial statements in conformity with the
modified cash basis of accounting requires management to make
estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and Iiabilities at
the date of the financial statements, and the reported amounts of
revenues expenses during the reporting period. Accordingly, actual
results could differ from those estimates.

F. Cash and Certificates of Deposit

Cash includes amounts in demand deposits and money market accounts.
Deposits must be either deposited in the Bank of North Dakota or in
another financial institution situated and doing business within this
gtate. 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 Park Board to invest in:
{1) Bonds, treasury bills and notes, oI other securities that are a
direct obligation of, or an obligation insured or guaranteed by,

the treasury of the United States, or 1ts 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 Deposgit fully insured by the Federal Deposit
Insurance Corporation or the state.

{4) Obligations of the state.
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At December 31, 2017 and 2016, the Park Board’'s cash included demand
deposit accounts and certificates of deposits which are stated at
cost.

G. Capital Assets

Capital assets include land; buildings and improvements; and machinery
and equipment. Assets are reported in the govermmental activities
column in the government-wide financial statements. Capital assets
are defined by the Park Board as assets with an initial, individual
cost of 45,000 or more. Such assets are recorded at cost or estimated
historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation.
The costs of normal maintenance and repairs that do not add to the
value of the asset or materially extend the assets’ lives are not
capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed. Interest incurred during the
construction phase of capital assets is not capitalized.

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

Buildings 20 or 50 years
Inprovements 20 years
Equipment 7 or 15 years
Vehicles {(included in

Equipment) 5 years

H. Compensated Absences

After a three month probationary period, each continuous full-time
employee is granted vacation and sick leave benefits based on years of
service. Upon termination, employees are paid up to 400 hours for any
vacation earned and accumulated prior to the date of separation. In
addition, employees leaving after tem years of continuous service will
receive payment for up to 72 hours of aick leave earned and
accumulated. Payments for vacation and sick leave upon an employee’s
termination are paid at the employee’s pay rate immediately prior to
separation. Vested or accumulated leave for governmental funds ig
reported in the government-wide financial statements.

I. Long-Term Obligations

In the government-wide financial statements, long-term obligations are
reported asg liabilities in the governmental activities BStatement of
Net Positon. Bond premiums or discounts are capitalized and amortized
over the term of the related obligation. Bond issuance costs are
recorded as expenditures when paid.

With respect to the presentation of governmental funds in the
governmental fund financial 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.

J. Fund Equity

In the governmental fund financial statements, governmental funds
utilize a fund balance presentation for equity. Fund balance is
.categorized as mnonspendable, restricted, . committed, assigned or
unasgaignable.
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NOTE 2:

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 vremain intact {such as notes
receivable or principle of a permanent fund} .

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

Committed Fund Balance - repregents amounts that can only be used for
specific purposes imposed by a formal action of the Park Board’'s
highest level of decision-making authority, the Park Board’'s
directors. Committed resources cannot be ugsed for any other puxrpose
unless the Park Board removes or changes the specified use by the same
type of action previously used to commit those amounts, either by
resolution or by ordinance.

Assigned Fund Balance - represents amounts the Park Board intends to
use for specific purposes as expressed by the Board or an official
delegated the authority to assign amounts. As of December 31, 2017,
the Park Board 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 Park
Board’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 Park Board 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.

DEPOSITS

At December 31, 2017 and 2016, the deposgits of the Park Board were not
covered by federal depository insurance. During the vyears ended
December 31, 2017 and 2016, the Park Board held investments in four
certificates of deposit at First National Bank and Trust Co. of
pottineau in the amounts of §10,000.00, $5,000,00, $2,500.00 and
$2,500.00., All certificates of deposit are short-term (i.e., mature
within twelve months) .

Custodial and Concentration of credit risk:

For deposits and investments, the custodial credit risk is the risk
that, in the event of the failure of a depository financial
institution, the Park Board will not be able to recover collateral
securities that are not in the possession of an outside party. RAs
discussed in Note 1-F, state statutes require the market wvalue of
collateral pledged must equal 110% of the deposits not covered by
insurance or bonds. During the year ended December 31, 2017 and 2016,
the Park Board’s deposits were not adequately protected by insurance
or collateral.

Interest rate risk:

The Park Board does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair
value losses arising from increasing interest rates. QGenerally, the
longer the maturity period of an investment, the greater the
sensitivity of its fair value to changes in market interest rates. All
of the Park Boarxd's certificates of deposit have £final maturity dates
within one year. :
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NOTE 3:

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 Adgitions Deleticns 12/31/2017
Governmental Activities:
Capital Assets Not Being
Depraciated:
Land 3 £0,50¢.00 3 - ] - g 60,500.00
Construction in Progreas 550,487.23 186,400.35 736,887.58 -
Total Capital Assets
Not Being Depreciated § £10,987.223 5 186,400,35 $ 736,887.58 [ 60,500.00
Capital Assets Being
Depreciated:
Machinery and Eguipment -1 185,795.81 § - § - s 185,795.81
Buildings and Improvements 801,322,031 736,887.58 - 1,538,209.61
Total Capital Assets
Being Depreciated 967,117.84 736,887.58 - 1,724,005.42
Lesg Accumulated
Depreciation for:
Machinery and Eguipment 143,410.89 7,246.47 - 158,657.36
Buildings and Improvements 372,519.69 32,0621.5¢ - 404,541,19
Total Accumulated
Depreciation 615,930.58 39,267.97 - 555,198.55

Total Capital Assets

Being Depreciated, Net s 471,187.26 & 697,619,61 E - $ 1,168,806.87
Balance Balance
03/01/2816 Additions peletions 12/31/2016
Governmental Activities:
Capital Assets Not Being
Pepreciated:
Land 3 60,500.00 $ - S - 3 60,500.00
Construction in Progress - 550,487,23 - 550,487.23
Total Capital Agsets
Not Being Depreciated $ 60,500.00 3 560,487.23 5 - $ £10,987.23
Capital Assets Being
Pepreciated:
Machinery and Equipment $ 185,795.81L & - s - s 185,795,681
Buildings and Tmprovements 801,322,03 - - 801,322.03
Total Capital Assets
Being Depreciated 987,117,84 - ~ 987,117.84
Less Accumulated
Depreciation for:
Machinery and Equipment 135,713.37 7,697,582 - 143,410.89
Buildings and Improvements 347,637.81 24,881.88 - 372,51%.69
Total Accumulated
Depreciation 483,351.18 32,57%.40 - 515,930.58
Total Capital Asaets
Baing Depreciated, Net 3 503,766.66 & (32,579.40) 3 - $ 471,187.26

Depreciation expense of $9,871.39 was charged to arena expense and
$29,395.98 charged to parks expense under govermmental activities in
the Statement of Activities during the year ended December 31, 2017.
During the year ended December 31, 2016, depreciation expense of
$10,314.82 and $22,264.58 was charged to arena expense and parks
expense, respectively.
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NOTE 4: COMPENSATED ABSENCES

During the vyears ended December 31, 2017 and 2016, compensated
absences changed as follows:

Balance Balance
1/1/2017 Additions Deletions 12/31/2017
Compensated Absences $ 12,862.00 3 2,234.26 s - § 15,096.26
Balance Balance
1/1/2016 Additions Deletions 12/31/2016
Compensated Absences § 11,2706.07 $ 1,531.93 $ - 8 12,862.00

The change in compensated abgences is shown as a net change because
changes in salary prohibit exact calculations of additions and
reductions at a reasonable cost.

NOTE 5: FUND BALANCE

Fund balances as of December 31, 2017 and 2016 are as follows:

December 31, December 31,
2017 2016
Fund Balances
Committed:
Employee Benefits s 4,485.81 S 4,485,811
FEquipment 21,438.59 21,438.59
Park Improvements 770.98 64,360.98
Ice Plant 5,200.00 5,200.00
Arena Improvements . 71,725.00 71,725.00
Foreatry Park 25,000.00 25,000.00
Maintenance Resgerve 23,500.00 23,500.00
A, Boettcher Estate for
Financial Activities 41,320.89 41,320.83
1.. Neubauer for New or
Remodel Arena 575.00 575.00
Unassigned: 40,582.88 88,843.56
3 234,5989.15 s 346,449.83

NOTE 6: 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.
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NOTE 7:

NOTE 8:

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 sgpecial assessments and the second
installment is the balance of the real estate taxes. The first

installment is due by March 1 and the second installment is due by
October 15. A 5% discount on property taxes is allowed 1f 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 chcose to pay property taxes and gpecial
assessments in a single payment on or before February 15 and receive
the discount on the property taxes.

PENSION PLANS

Through August 31, 2017, all eligible employees of the Park Board
participate in the City of Bottineaufs 457 retirement plan. The plan
is a defined contribution plan with the pension plan responsible for
benefits. The Park Board is vesponsible only for current
contributions to the plan.

Fmployees of the Park Board are eligible to participate in the plan
if they meet the following three requirements: (1) are full-time
employees, {(2) have been employed by the Park Board for at least 350
days, and (3} contributes at least 4% of their salary to the plan.
The benefits provided under the plan are funded solely by the
contributions to the plan by the employee and employer and the
earnings on those contributions. The contributions are based on the
employee’s salary with the employee contributing a minimum of 4% and
the Park Board matching the employee’s 4%. Employees may contribute
more than 4%, provided total contributions do not exceed $8,000.00.

As of September 1, 2017, the plan was switched to the City of
Bottineau’s North Dakota Public Employees Retirement System (NDPERS)
plan. MDPERS 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
subdivigions. MNDPERS provides for pension, death and disability
benefits. The cost to administer the plan is financed through the
contributions and investment earnings of the plan. The Park Board
reimburses the City of Bottineau for the employer gontributions under
the plan. Employees contribute 5.26% of wages and the Park Boaxd
contributes 10% for a total of 15.26%. The Park Board’'s
contributions for the years ending December 31, 2017 and 2016 were
$8,434.21 and $4,417.77, respectively.

RISK MANAGEMENT

The Park Board 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 North Dakota Insurance
Reserve Fund (NDIRF), a public entity risk pool currently operating as
a common risk management and insurance program for the state and over
2,000 political subdivisions. The city of Bottineau pays an annual
premium to NDIRF for its general liability, automobile, 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. The Park Board is covered under the City of
Bottineau’s policy.
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NOTE 9:

NOTE 10:

NOTE 11:

The Park Board also participates in the North Dakota Fire and Tornado
Fund and the State Bonding Fund through the City of Bottineau. The
Ccity 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 1is reinsured by a third party insurance carrier for losses in
excess of two million dollars per occurrence during a 12-month period.
The State Bonding Fund currently provides the City of Bottineau {and,
therefore, the Park Board through 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 chaxge any

premium for this coverage.

The Park Board has workers’ compensation with North Dakota Workforce
gafety and Insurance and purchases commercial insurance for employee
health and accident insurance through the City of Bottineau.

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

EXCESS OF ACTUAL EXPENDITURES OVER BUDGET

Expenditures exceeded budget by $183,774.76 during the year ended
December 31, 2017, No remedial action is anticipated or required by
the Park Board with respect to these excess expenditures.

BOTTINEAU WINTER PARK

The Park Board owns approximately 60 acres of land and the ski-related
equipment at the Bottineau Wintex park. No rent is charged for the
use of the land and equipment, and the Bottineau Winter Park is
separately owned and managed, with a completely separate Board of
Directors. A management agreement exists between the Park Board and
the Bottineau Winter Park which explains that the Bottineau Winter
park is completely responsible for its own operations, and pays for
insurance related to the land and equipment. The Park Board does not
give the Bottineau Winter Park financial or managerial support.

SURSEQUENT EVENTS

The Park Board has evaluated subsequent events through May 9, 2018,
the date which the financial statements were available to be issued,
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CITY OF BOTTINEAU PARK BOARD
Bottineau, Noxrth Dakota

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

Original and

Variance with

Final Budget Actual Final Budget
Revenues:
Taxes % 152,559.,00 149,871.76 {2,687.24)
State Aid Allocation via
the City of Bottineau 40,800.00 39,445.08 {1,350.92)
Arena User Fees 72,030.00 85,162.25 13,132.25
Parks User Fees 20,500.00 23,868.00 3,368.00
Grants and Contributions 9,800.00 68,116.62 58,316.62
Interest Income 600.00 709.71 108,71
Other Incowme 500.00 2,035.66 1,535.66
Total Revenues 296,789.00 369,213.08 72,424.08
Expenditures:
Current:
Salaries 139,985,30 148,908.93 (8,923.63)
Payroll Taxes 10,675.00 12,533.70 (1,858.70)
Employee Benefits 24,000.00 26,144,000 (2,144.00)}
Secretary/Board Expense 3,000.00 3,0600.00 -
Office Supplies 2,000.00 2,290.45 (290.45)
Fees/Dues/Seminars 5,700.00 5,147 .43 552 .57
Special Assessment Tax 2,0L0.00 1,989.49 20.51
Arena Expense 53,600.00 54,388.04 (788.04)
Parks Expense 20,950.00 34,350.783 (13,400.79)
Other 1,950.00 5,910.58 {3,960.58)
Capital outlay 33,419.00 186,400.35 {(152,981.35)
Total Expenditures 297,289.30 481,063.76 (183,774.46)
Net Change in Fund Balances {(500.30) (111,850.68) {111,350.38)
Fund Balance - January 1 3146,449.83 346,449.83 -
Fund Balance - December 31 S 345%,949.53 234,599.15 (111,350.38)

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

BUDGETARY COMPARISON SCHEDULE-MODIFIED CASH BASIS
GENERAL FUND

for the Year Ended December 31, 2016

Original and

Variance with

Final Budget Actual Final Budget
Revenues:
Taxes 3 144,396.00 143,928.51 (467.49)
State Aid Allocation via
the City of Bottineau 60,000.00 44,027.61 {15,972.39)
Arena User Fees 66,256.,00 52,047.35 {14,208.65}
Parks User Fees 14,000.00 14,912.00 912.00
Grants and Contributions 632,500.00 565,524.16 {66,975.84)
Interest Income 800.00 1,012.78 212.78
Other Income 500.00 542,18 42.18
Total Revenues 918,452.00 821,954 .59 (96,457 .41)
Expenditures:
Current:
Salaries 129,785.30 131,207.02 (1,421.72)
Payroll Taxes 10,000.00 11,830.74 {1,830.74)
Employee Benafits 26,940.00 17,547.51 9,392.49
Secretary/Board Expense 3,000.00 3,000.00 -
office Supplies 2,000.00 1,903.34 96.66
Fees/Dues/Seninars 1,200.00 558,00 642.00
Special Assessment Tax 2,079.00 2,115.17 (36.17)
Arena Expense 46,800.00 34,846.18 11,953.82
Parks Expense 19,450.00 24,702.23 (5,252.23)
Other 1,750.00 2,003.74 (253.74)
Capital Outlay 700,000.00 569,245.44 130,754.56
Total Expenditures 943,004,30 798,959.37 144,044 .93
Net Change in Fund Balances (24,552.30) 23,035.22 47,587,562
Fund Balance - January 1 323,414.561 323,414.61 -
Fund Balance - December 31 $ 298,862.31 346,449.83 47,587,562

See accompanying notes to budgetary comparison schedule.
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NOTE 1.:

NOTE 2:

CITY OF BOTTINEAU PARK BOARD
Bottineau, MNorth Dakota

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

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information:

The governing board adopts an annual budget on a basis consistent
with the modified cash basis of accounting for the general fund. The
Park Board is required to present the adopted and £inal amended
revenues and expenditures for this fund.

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

on or before September 10th of the preceding fiscal year, the Park
Board prepares a preliminary budget for the next succeeding year
beginning January 15, The preliminary budget includes a detailed

breakdown of the estimated revenues and appropriations.

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

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

No disbursement shall be made or liability incurred in excess of
the total appropriation by fund. However, the governing board may
amend the budget during the year for any revenue and
appropriations not anticipated at the time the budget was
prepared. The budget amendments must be approved by the board and
the approval must be noted in the proceedings of the board.

All annual appropriations lapse at year-end.

EXCESS OF ACTUAL EXPENDITURES OVER BUDGET

Expenditures exceeded budget by $183,774.76 during the year ended
December 31, 2017. No remedial action is anticipated or required by
the Park Board with respect to these excess expenditures.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANWCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Governing Board
city of Bottineau Park Board
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 of City of Bottineau Park Board 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 Park Board’s basic
financial statements and have issued our report thereon dated May 9, 2018.

Internal Control over Financial Reporting

In planning and performing our audit, we conaidered the City of Bottineau
Park Board’s internal control over financial reporting (interxnal comtrol) to
determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of City of
Bottineau Park Board’s internal control. :

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

A deficieney in internal control exists when the design or operation of a
control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there 1ls 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 Park Board’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 the City of Bottineau
Park Board’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 noncoumpliance or
other matters that are required to be reported under Government Auditing
Standards.

City of Bottineau Park Board’s Response to Findings

The City of Bottineau Park Board’'s responses to the findings identified in
our audit are described in the accompanying schedule of findings and
responses. The City of Bottineau Park Board’s responses were not subjected to
the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on them.

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.

gﬁ,{v}‘ﬁ»

LERVIK & JOHNSON
Certified Public Accountants
Bottineau, North Dakota

May 2, 2018
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CITY OF BOTTINEAU PARK BOARD
Bottineau, North Dakota

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

FINDINGS~FINANCIAL STATEMENT AUDIT

MATERIAL WEAKNESSES

17-1

Segregation of Duties

Condition:

The City of Bottineau Park Board has one employee responsible for most
accounting functions.

Criteria:
There should be gufficient accounting personnel so duties of employees

are segregated. The segregation of duties would provide better control
over the assets of the City of Bottineau Park Board.

Effect:

There is little segregation of duties as one employee is responsible to
collect monies, deposit monies, issue checks, send checks to vendors,
record receipts and disbursements in journals, maintain the general
ledger, and prepare financial statements. Thisg increases the risk of
misstatement of the City of Bottineau Park Board’'s financial condition.

Recommendation:

Due to the size of the City of Bottineau Park Board, 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 Park Board does not have an internal contrxel
system designed to provide for the preparation of the financial
statements being audited. BAs auditors, we were requested to assist in
drafting the financial statements and accompanying notes to the
finaneial statements. This circumstance is not unusual in an
organization of your size. It is the responsibility of management and
those charged with governance to make the decision whether to accept the
degree of risk associated with this condition because of cost or othexr

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

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

Inadequate controls over financial reporting of the City of Bottineau
Park Board result in the more than remote likelihood that the Park Board
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 board of
directors should continually be aware of the financial reporting of the
Park Board and changes in reporting reguirements.

Management’s Response:

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