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INDEPENDENT AUDITOR’S REPORT

To the Board of County Commissioners
Eddy County
New Rockford, North Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund
information of Eddy County as of and for the year ended December 31, 2017, and the related
notes to the financial statements which collectively comprise the County’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 accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’'s 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 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 statements.

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

www.bradymartz.com



Summary of Opinions

Opinion Unit Type of Opinion
Governmental Activities Qualified
Discretely Presented Component Unit Unmodified
General Fund Unmodified
Human Services Fund Unmodified
County Road and Bridge Fund Unmodified
Law Enforcement Fund Unmodified
Aggregate Remaining Fund Information Unmodified

Basis for Qualified Opinion on Governmental Activities

Prior to December 31, 2003, the County did not maintain capital asset records. Therefore, we
were not able to obtain sufficient, appropriate audit evidence about the amounts at which capital
assets are recorded for the governmental activities in the accompanying statement of net
position at December 31, 2017.

Qualified Opinion

In our opinion, except for the effects of the matter described in the "Basis for Qualified Opinion
on Governmental Activities" paragraph, the financial statements referred to above, present
fairly, in all material respects, the financial position of the governmental activities of Eddy
County, as of December 31, 2017, and the respective changes in financial position thereof for
the year ended in conformity with accounting principles generally accepted in the United States
of America.

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of each major fund, the discretely presented component unit
and the aggregate remaining fund information of Eddy County, North Dakota as of December
31, 2017, and the respective changes in financial position for the year ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
budgetary comparison information, schedule of employer contributions to NDPERS retirement
fund, and schedule of employer and non-employer proportionate share of the net pension
liability as listed in the table of contents 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 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 America, which consisted of inquiries of management about the methods of
preparing the information and comparing 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.
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Management has omitted the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to
be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. Our opinion on the basic financial
statements is not affected by the missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July
3, 2018 on our consideration of the County’s internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the effectiveness of Eddy County’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Eddy County’s internal control
over financial reporting and compliance.

%w; /%/M?Lg/

BRADY, MARTZ & ASSOCIATES, P.C.
BISMARCK, NORTH DAKOTA

July 3, 2018
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EDDY COUNTY
STATEMENT OF NET POSITION
AS OF DECEMBER 31, 2017

Primary Government Component Unit
Governmental Water Resource
Activities District
ASSETS
Cash and cash equivalents $ 1,765,474 $ 164,492
Accounts receivable 35,359 -
Taxes receivable 25,452 -
Loans receivable 11,732 -
Capital assets:
Construction in progress 93,810 -
Infrastructure 7,693,426 -
Building 158,507 -
Equipment 1,381,024 -
Less: Accumulated depreciation (2,448,308) -
Total capital assets 6,878,459 -
Total assets 8,716,476 164,492
DEFERRED OUTFLOWS OF RESOURCES
Cost sharing defined benefit pension plan - NDPERS 662,698
Total deferred outflows of resources 662,698
LIABILITIES
Accounts payable and accrued expenses 28,343 -
Unearned revenue 3,053 -
Long-term liabilities:
Due within one year:
Current portion of capital leases 6,883 -
Compensated absences 19,000 -
Due in more than one year:
Capital leases 90,535 -
Net pension liability 1,415,815 -
Compensated absences 16,027 -
Total liabilities 1,579,656 -
DEFERRED INFLOWS OF RESOURCES
Property taxes collected - subs. years 275,172 -
Cost sharing defined benefit pension plan - NDPERS 58,535 -
Total deferred inflows of resources 333,707 -
NET POSITION
Net invested in capital assets 6,781,041 -
Restricted for:
Health and welfare 40,132 -
Highways 722,583 -
Culture and recreation 485 -
Economic development 20,020 -
Special purposes 96,774 164,492
Unrestricted (195,224) -
Total net position $ 7,465,811 $ 164,492

See Notes to the Financial Statements
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EDDY COUNTY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2017

Net (Expense) Revenue and
Changes in Net Position

Primary Component
Program Revenue Government Unit
Capital Grants Water
Charges for Operating Grants and Governmental Resource
Functions/Programs Expenses Services and Contributions Contributions Activities District
Governmental Activities:

General government $ 1,098,305 $ 21,286 $ - $ - $ (1,077,019)

Public safety 455,636 163,941 58,930 - (232,765)

Highways 1,615,140 136,989 - 107,931 (1,370,220)

Health and welfare 406,463 3,637 31,842 - (370,984)

Culture and recreation 12,408 - - - (12,408)

Conservation of natural resources 81,337 - - - (81,337)

Other 59,764 - - - (59,764)

Total governmental activities $ 3,729,053 $ 325,853 $ 90,772 $ 107,931 (3,204,497)

Component Unit:

Water Resource District $ 20,451 $ - $ - $ - $ (20,451)
General revenues:
Taxes:

Property taxes; levied for general purposes 739,950 28,274
Property taxes; other 535,838 -

State aid distribution not restricted to specific programs 631,901 -
Investment earnings 5,605 59
Miscellaneous 87,243 -
Total general revenues 2,000,537 28,333
Change in net position (1,203,960) 7,882
Net position - January 1 8,669,771 156,610

Net position - December 31

See Notes to the Financial Statements
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EDDY COUNTY
BALANCE SHEET — GOVERNMENTAL FUNDS
AS OF DECEMBER 31, 2017

Other Total
General Human County Road Law Governmental  Governmental
Fund Services and Bridge  Enforcement Funds Funds
ASSETS
Cash and cash equivalents $ 810,580 $ - $ 733685 $ 49637 $ 171,572 $ 1,765,474
Accounts receivable 4,586 5,155 25,618 - - 35,359
Taxes receivable 14,862 5,175 2,587 1,627 1,201 25,452
Loans receivable - - 11,732 - - 11,732
Total assets $ 830,028 $ 10330 $ 773622 $ 51264 $ 172,773 $ 1,838,017
LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCES
Liabilities:
Accounts payable and
accrued expenses $ 7281 $ 4737 $ 5019 $ 11,143 % 163 $ 28,343
Unearned revenue - - - - 3,053 3,053
Total liabilities 7,281 4,737 5,019 11,143 3,216 31,396
Deferred Inflows of Resources
Property taxes collected - subs. years 190,792 - 35,056 24,540 24,784 275,172
Property taxes collected - delinquent 14,862 5,175 2,587 1,627 1,201 25,452
Total deferred inflows of resources 205,654 5,175 37,643 26,167 25,985 300,624
Fund Balances:
Nonspendable - loan receivable - - 11,732 - - 11,732
Restricted for:
Health and welfare - 418 - - 40,830 41,248
Highways - - 719,228 - - 719,228
Culture and recreation - - - - 36 36
Economic development - - - - 20,020 20,020
Special purposes - - - 13,954 82,686 96,640
Unassigned 617,093 - - - - 617,093
Total fund balances 617,093 418 730,960 13,954 143,572 1,505,997
Total liabilities, deferred inflows
of resources and fund balances $ 830,028 $ 10,330 $ 773622 $ 51,264 $ 172,773 $ 1,838,017

See Notes to the Financial Statements
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EDDY COUNTY
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
AS OF DECEMBER 31, 2017

Total Fund Balances for Governmental Funds $ 1,505,997

Total net position reported for government activities in the statement of
net position is different because:

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

Costs of Capital Assets $ 9,326,767
Less Accumulated Depreciation (2,448,308)
Net Capital Assets 6,878,459

Property taxes will be collected after year end, but are not available
soon enough to pay for the current period's expenditures and
therefore are reported as deferred inflows of resources in the funds. 25,452

Net deferred outflows/(inflows) of resources relating to the cost

sharing defined benefit plans in the governmental activities are not

financial resources and, therefore, are not reported as deferred

outflows (inflows) of resources in the governmental funds.
Deferred Inflows of Resources (58,535)
Deferred Outflows of Resources 662,698

Long-term liabilities applicable to the County's governmental
activities are not due and payable in the current period and
accordingly are not reported as fund liabilities. Interest in long-term
debt is not accrued in governmental funds, but is recognized as an
expenditure when due. All liabilities- both current and long-term- are
reported in the statement of net position.

Capital Lease Payable (97,418)
Net Pension Liability (1,415,815)
Compensated Absences (35,027)
Total Long-Term Liabilities (1,548,260)
Total Net Position of Governmental Activities $ 7,465,811

See Notes to the Financial Statements
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EDDY COUNTY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017

Other Total
Human County Road Law Governmental ~ Governmental
General Fund  Services and Bridge  Enforcement Funds Funds
Revenues:
Property taxes $ 701,029 $ 261,846 $ 131,273 $ 91,507 $ 86,672 $ 1,272,327
Licenses and permits 1,437 - - - - 1,437
Intergovernmental 397,605 31,842 400,360 - 797 830,604
Charges for services 183,791 3,637 136,988 - - 324,416
Investment earnings 5,605 - - - - 5,605
Miscellaneous 9,932 19,831 11,508 3,792 42,180 87,243
Total revenues 1,299,399 317,156 680,129 95,299 129,649 2,521,632
Expenditures:
Current:
General government 919,876 - - - - 919,876
Public safety 312,084 - - 93,258 20,160 425,502
Highways - - 575,513 - - 575,513
Health and welfare - 359,805 - - 42,094 401,899
Culture and recreation 9,137 - - - 3,271 12,408
Conservation of natural resources - - - - 81,279 81,279
Other - - - - 59,764 59,764
Debt service:
Principal - 10,724 - - 10,724
Capital outlay 30,779 - 231,415 - - 262,194
Total expenditures 1,271,876 359,805 817,652 93,258 206,568 2,749,159
Excess (deficiency) of revenues
over expenditures 27,523 (42,649) (137,523) 2,041 (76,919) (227,527)
Other Financing Sources (uses)
Proceeds from capital lease
acquisitions - - 108,142 - - 108,142
Transfers in - 41,407 - - 52,157 93,564
Transfers out (93,564) - - - - (93,564)
Total other financing sources (uses) (93,564) 41,407 108,142 - 52,157 108,142
Net change in fund balances (66,041) (1,242) (29,381) 2,041 (24,762) (119,385)
Fund balances - beginning 683,134 1,660 760,341 11,913 168,334 1,625,382
Fund balances - ending $ 617,093 $ 418 $ 730,960 $ 13,954 $ 143572 $ 1,505,997

See Notes to the Financial Statements
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EDDY COUNTY
RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2017

Net change in Fund Balances - Total Governmental Funds $ (119,385)

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

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

Current Year Capital Outlay $ 262,194
Current Year Depreciation Expense (1,099,271)
(837,077)
Some revenues reported on the statement of activities are not reported as
revenues in the governmental funds since they do not represent available
resources to pay current expenditures. This consists of the increase in
taxes receivable. 3,461
Change in Net Pension Liability (580,185)
Changes in deferred outflows and inflows of resources related to the net
pension liability 428,617
The proceeds of debt issuance are reported as financing sources in
governmental funds and thus contribute to the change in fund balance. In
the statement of net position, issuing debt increases long-term liabilities
and does not affect the statement of activities. Repayment of debt principal
is an expenditure in the governmental funds, but the repayment reduces
long-term liabilities in the statement of net position. (108,142)
Repayment of Debt 10,723
Some expenses reported in the statement of activities do not require the
use of current financial resources and are not reported as expenditures in
governmental funds:
Net Increase in Compensated Absences (1,972)
Change in Net Position of Governmental Activities $ (1,203,960)

See Notes to the Financial Statements
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EDDY COUNTY
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
AS OF DECEMBER 31, 2017

Agency Funds

Assets:

Cash and cash equivalents $ 525,755
Liabilities:

Due to other governments $ 525,755

See Notes to the Financial Statements
-10-



EDDY COUNTY
NOTES TO THE FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2017

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Eddy County have been prepared in conformity with accounting
principles generally accepted in the United States of America as applied to government units.
The Governmental Accounting Standards Board (GASB) is the accepted standard setting body
for establishing government accounting and financial reporting principles. The more significant
of the government's accounting policies are described below.

Reporting Entity

The accompanying financial statements present the activities of Eddy County. The County has
considered all potential component units for which the County is financially accountable and
other organizations for which the nature and significance of their relationships with the County
are such that exclusion would cause the County's financial statements to be misleading or
incomplete. The Governmental Accounting Standards Board has set forth criteria to be
considered in determining financial accountability. The County is financially accountable for an
organization if the County appoints a voting majority of an organization’s governing body and (1)
the County is able to significantly influence the programs or services performed or provided by
the organization or (2) the County is legally entitted to or can otherwise access the
organization’s resources. Component units may also include organizations that are fiscally
dependent on the County. Fiscal dependence can include the County’s approval of the budget,
issuance of debt, and/or levy of taxes for the organization.

Based on these criteria, the component unit discussed below is included within the County's
reporting entity because of the significance of its operational or financial relationships with the
County.

Component Unit

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

Discretely Presented Component Units: The component unit column in the government-wide
financial statements includes the financial data of the county's one component unit. The unit is
reported in separate columns to emphasize that it is legally separate from the County.

Eddy County Water Resource District - The Eddy County Water Resource District governing
board is appointed by the County’s governing body. The County’'s governing body has the
authority to disapprove, amend, or approve the Water Resource District budget.

Complete financial statements of the Eddy County Water Resource District are included in these

financial statements. Additional information may be obtained from the Eddy County Auditor,
524 Central Ave, New Rockford, ND 58356.

-11-



EDDY COUNTY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
AS OF DECEMBER 31, 2017

Basis of Presentation

Government-wide Statements: The statement of net position and the statement of activities
display information about the primary government, Eddy County and its component unit, Eddy
County Water Resource District. These statements include the financial activities of the overall
government, except for fiduciary activities. Eliminations have been made to minimize the
double-counting of internal activities. Governmental activities generally are financed through
taxes, intergovernmental revenues, and other non-exchange transactions.

The statement of activities presents a comparison between direct expenses and program
revenues for each function of the County'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) fees 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.

Fund Financial Statements: The fund financial statements provide information about the
County's funds including its fiduciary funds. Separate statements for each fund category-
governmental and fiduciary- are presented. The emphasis of fund financial statements is on
major governmental funds, each displayed in a separate column. All remaining governmental
funds are aggregated and reported as non-major funds.

The County reports the following major governmental funds:

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

Human Services Fund. This is the County’'s fund used for the costs of providing human
services to the residents of the county.

County Road and Bridge Fund. This is the County’s fund used for the costs of maintaining roads
and bridges.

Law Enforcement Fund. This is the County’s fund used for the costs of law enforcement.
Additionally, the County reports the following fund types:
Agency Funds. These funds account for assets held by the County in a custodial capacity as an

agent on behalf of others. The County’s agency fund is used to account for various deposits of
other governments.

-12-



EDDY COUNTY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
AS OF DECEMBER 31, 2017

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-wide and Fiduciary Fund Financial Statements. The government-wide, and
fiduciary fund financial statements are reported using the economic resources measurement
focus. The government-wide financial statements are reported using the accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred, regardless of when the related cash flows take place. Non-exchange
transactions, in which the County gives (or receives) value without directly receiving (or giving)
equal value in exchange, include property taxes, grants, entittements, and donations. On an
accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes
are levied. Revenue from grants, entitlements, and donations is recognized in the fiscal year in
which all eligibility requirements have been satisfied.

Governmental Fund Financial Statements. Governmental funds are reported using the current
financial resources measurement focus and the modified accrual basis of accounting. Under
this method, revenues are recognized when measurable and available. The County considers
all revenues reported in the governmental funds to be available if the revenues are collected
within sixty days after year-end. All revenues are considered to be susceptible to accrual.
Expenditures are recorded when the related fund liability is incurred, except for principal and
interest on general long-term debt, claims and judgments, and compensated absences, which
are recognized as expenditures to the extent they have matured. General capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of general long-
term debt and acquisitions under capital leases are reported as other financing sources.

Under the terms of grant agreements, the County funds certain programs by a combination of
specific cost-reimbursement grants and general revenues. Thus, when program expenses are
incurred, there are both restricted and unrestricted net position available to finance the
programs. It is the County’s policy to first apply cost-reimbursement grant resources to such
programs, and then by general revenues.

Budgets

Annually, the Board of County Commissioners provides each office a departmental budget. The
departments complete their budget and file it with the County Auditor. Based upon the
departmental budget requests and other financial information, the County Auditor prepares the
preliminary County budget. The budget is prepared for the general and special revenue funds
on the modified accrual basis of accounting. The preliminary budget includes the proposed
expenditures and the means of financing them. All annual appropriations lapse at year-end.

No expenditure shall be made or liability incurred in excess of the total appropriation by fund
except for transfers as authorized by the North Dakota Century Code Section 11-23-07.
However, the Board of County Commissioners may amend the budget during the year for any
revenues 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.

A formal budget is also prepared by Eddy County Water Resource District, a component unit of
Eddy County.

-13-



EDDY COUNTY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
AS OF DECEMBER 31, 2017

Cash and Cash Equivalents

Cash includes amounts in demand deposits, money market accounts, and short-term
certificates of deposit with a maturity date within three months of the date acquired.

Capital Assets

Capital assets include equipment and infrastructure. Assets are reported in the governmental
activities column in the government-wide financial statements. Capital assets are defined by the
County as assets with an initial, individual cost of $5,000 or more. Such assets are recorded at
cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at acquisition 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 asset 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.

Infrastructure 5-50 years
Equipment 5-7 years
Buildings 5-40 years

Compensated Absences

Full time employees are granted vacation benefits from 12 to 24 days per year depending on
tenure with the County. Regular part time and seasonal employees accrue vacation on a pro-
rated basis. An employee is not allowed to use vacation until after six months of service to the
County. Employees may carry over no more than 120 or 240 hours of vacation into a new fiscal
year, depending on department. Upon termination of employment, employees will be paid for
vacation benefits that have accrued. Sick leave benefits accrue at eight hours per month with no
maximum accumulation. Part time and seasonal employees accrue sick leave on a pro-rated
basis based on the amount of hours worked. Upon termination of employment, unused sick
leave will not be paid except in the case of re-employment within a year of termination in good
standing.

Unearned Revenue
Unearned revenue arises when assets are recognized in the financial statements before the
revenue recognition criteria have been satisfied. Grants and entitlements received before the

eligibility requirements are met are recorded as unearned revenues.

On the governmental fund financial statements, receivables that will not be collected during the
availability period have been reported as unearned revenue.

-14-



EDDY COUNTY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
AS OF DECEMBER 31, 2017

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the government activities Statement of Net Position. Bond premiums
and discounts are recognized in the current period since the amounts are not material.

In the fund financial statements, governmental fund types recognize bond premiums, discounts
and issuance costs in the current period. The face amount of the debt is reported as other
financing sources. Premiums received on debt issuances are reported as other financing uses.
Issuance costs are reported as debt service expenditures.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the fiduciary
net position of the North Dakota Public Employees Retirement System (NDPERS) and additions
to/deductions from NDPERS's fiduciary net position have been determined on the same basis
as they are reported by NDPERS. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit
terms. Investments are reported at fair value.

Interfund Transactions

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

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

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

Fund Balance Classifications

In the fund financial statements, governmental funds report fund balance in classifications that
disclose constraints for which amounts in those funds can be spent. These classifications are as

follows:

Nonspendable — consists of amounts that are not in spendable form, such as
inventory and prepaid items, and loans receivable.

Restricted — consists of amounts related to externally imposed constraints
established by creditors, grantors, or contributors; or constraints imposed by
state statutory provisions.

Committed — consists of internally imposed constraints. These constraints are
established by the Board of County Commissioners.

-15-



EDDY COUNTY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
AS OF DECEMBER 31, 2017

Assigned - consists of internally imposed constraints. These constraints reflect
the specific purpose for which it is the County's intended use. These constraints
are established by the Board of County Commissioners and/or management.

Unassigned - is the residual classification for the general fund and also reflects
negative residual amounts in other funds.

When both restricted and unrestricted resources are available for use, it is the County's policy to
first use restricted resources, and then use unrestricted resources as they are needed. The
County does not have a minimum fund balance policy.

The County considers the spendable fund balance to have been spent when expenditures are
incurred.

When committed, assigned, or unassigned resources are available for use, it is the County's
policy to use resources in the following order; 1) committed, 2) assigned, and 3) unassigned.

Net Position

Net position represents the difference between (a) assets and deferred outflows of resources
and (b) liabilities and deferred inflows of resources in the County’s financial statements. Net
investment in capital assets consists of capital assets, net of accumulated depreciation, reduced
by the outstanding balances of any long-term debt attributable to the acquisition, construction,
or improvement of those assets. Restricted net position consists of restricted assets reduced by
liabilities and deferred inflows of resources related to those assets. Unrestricted net position is
the net amount of assets, deferred outflows of resources, liabilities, and deferred inflows of
resources that are not included in the determination of net investment in capital assets or the
restricted component of net position.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resource (expense/expenditure) until then. The County has
one item reported on the statement of net position as cost sharing defined benefit pension plan,
which represents actuarial differences within the NDPERS pension plan as well as contributions
to the plans made after the measurement date.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and so will
not be recognized as an inflow of resources (revenue) until that time. The County has two types
of items which arise only under a modified accrual basis of accounting that qualifies for reporting
in this category. Accordingly, the items, property taxes — delinquent, and property taxes levied —
subs. years are reported only in the governmental funds balance sheet. The County also has
one item reported on the statement of net position as cost sharing defined benefit pension plan,
which represents the actuarial differences within the NDPERS pension plan.
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Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying
notes. Actual results may differ from those estimates.

NOTE 2 CASH AND CASH EQUIVALENTS

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

Deposits must either be deposited with the Bank of North Dakota or in other financial institutions
situated and doing business in the state. Deposits, other than with the Bank of North Dakota,
must be fully insured or bonded. In lieu of a bond, a financial institution may provide a pledge of
securities equal to 110% of the deposits not covered by insurance bonds.

The County does have a deposit policy. All deposits of the County are insured by using the
pooling method, a collateral pool. Under this method, all uninsured deposits are collateralized
with securities held by the County’s agent under a pledge pool agreement between the County
and local financial institutions through the Bank of North Dakota, as allowed by state law.
Depositories using the pooling method report the adequacy of their pooled collateral covering
uninsured deposits to the Bank of North Dakota. The financial institutions confirm the adequacy
of the pledge for the pool. However, they do not confirm the County’s deposits included in the
pool. Because of the inability to measure the exact deposits included for the County in the pool,
the potential exists for under-collateralization.

At December 31, 2017, the County’s bank balance totaled approximately $2,329,000. Of the
bank balance, approximately $543,000 was covered by federal depository insurance. The
County’s remaining deposits were covered by pledged collateral under the pooling method.
State statute requires the market value of collateral pledged to equal 110% of the deposits not
covered by federal depository insurance.

At December 31, 2017, the Eddy County Water Resource District's (a discretely presented

component unit of Eddy County) bank balance totaled approximately $164,000. The bank

balance at December 31, 2017 was fully covered by Federal Depository Insurance.

Credit Risk

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

(@) Bonds, treasury bills and notes, or other securities that are a direct obligation insured or
guaranteed by, the treasury of the United States, or its agencies, instrumentalities, or

organizations created by an act of congress.

(b) Securities sold under agreements to repurchase written by a financial institution in which
the underlying securities for the agreement to repurchase are of the type listed above.
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© Certificates of Deposit fully insured by the federal deposit insurance corporation.
(d) Obligations of the state.

As of December 31, 2017, the County held certificates of deposit in the amount of approximately
$543,000, which are all considered deposits.

NOTE 3 ACCOUNTS RECEIVABLE

Accounts receivable consists of money due from the highway department for roadwork
performed for townships, cities, etc. and fees collected by other offices. No allowance has been
established for estimated uncollectible amounts receivable.

NOTE 4 TAXES RECEIVABLE

Taxes receivable represent the past four years of delinquent uncollected taxes. No allowance
has been established for uncollectible taxes receivable because any defaults will be covered by
enforcement of the liens.

The County Treasurer acts as an agent to collect property taxes levied in the County for all
taxing authorities. Any material collections are distributed after the end of 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 the second installment is the
balance of the real estate taxes. The first installment is due by March 1 and the second
installment is due by October 15. A 5% discount is allowed if all taxes 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 in a single payment on or before February 15 and receive
the 5% discount on property taxes.

NOTE 5 LOANS RECEIVABLE
Loan receivables represent the amounts the County loaned to the following entities:

Balance at
Receivable Fund Loaned to 12/31/17
County Road & Bridge Hillsdale Township $ 11,732

This loan will be repaid in annual installments of $2,000.
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NOTE 6 CAPITAL ASSETS

The following is a summary of changes in capital assets for the year ended December 31, 2017:

Balance Balance
1/1/2017 Additions Deletions Transfers 12/31/2017
Governmental Activities:
Capital assets not being depreciated
Construction in Progress $ 170,357 $ 95418 $ - $ (171,965) $ 93,810
Capital assets being depreciated
Infrastructure 7,521,461 - - 171,965 7,693,426
Buildings 158,507 - - - 158,507
Equipment 1,214,248 166,776 - - 1,381,024
Total capital assets being depreciated 8,894,216 166,776 - 171,965 9,232,957
Less accumulated depreciation
Infrastructure 1,086,223 923,706 - - 2,009,929
Buildings 32,308 19,561 - - 51,869
Equipment 230,506 156,004 - - 386,510
Total accumulated depreciation 1,349,037 1,099,271 - - 2,448,308
Net capital assets being depreciated 7,545,179 (932,495) - 171,965 6,784,649
Net capital assets for governmental activities $7,715536 $ (837,077) $ - $ - $6,878,459

Depreciation expense was charged to functions/programs of the County as follows:

Governmental Activities:
Public safety
Highway
General
Health and welfare
Total

NOTE 7

$ 27,796
1,039,800
26,483
5,192

51,009,271

ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses consist of amounts on open account for goods and
services received prior to December 31, 2017 and wages for services provided in 2017 that are
chargeable to the appropriations for the year ended December 31, 2017, but paid for
subsequent to that date.

NOTE 8 LONG-TERM DEBT

During the year ended December 31, 2017, the following changes occurred in long-term debt:

Balance Balance Due Within
1/1/17 Additions Retired 12/31/17 One Year
Capital leases $ - $108,142 $ 10,724 $ 97,418 $ 6,883

The capital lease bears an interest rate of 4.024% and matures in May, 2022. Future maturities
for the years ended December 31 are as follows:
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Year Capital Leases
Ending Principal Interest

2018 $ 6,883 $ 3,917
2019 7,160 3,640
2020 7,448 3,352
2021 7,748 3,052
2022 68,179 2,740

TOTALS $ 97,418 $ 16,701

The piece of equipment for which this capital lease is under has a total cost of $108,142 and
accumulated depreciation of $14,419 as of December 31, 2017.

NOTE 9 PENSION PLAN

Eddy County participates in the North Dakota Public Employees' Retirement System (NDPERS)
administered by the State of North Dakota. Following is a brief description of the plan.

North Dakota Public Employees' Retirement System:

NDPERS is a cost-sharing multiple-employer defined benefit pension plan covering substantially
all classified employees of the State of North Dakota, its agencies and various participating
political subdivisions. NDPERS provides for pension, death and disability benefits. The cost to
administer the plan is financed through the contributions and investments earnings of the plan.

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

Pension Benefits

Benefits are set by statute. NDPERS has no provisions or policies with respect to automatic
and ad hoc post-retirement benefit increases. Members of the Main System are entitled to
unreduced monthly pension benefits beginning when the sum of age and years of credited
service equal or exceed 85 (Rule of 85), or at normal retirement age (65). For members hired
on or after January 1, 2016, the Rule of 85 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 or more years of service.

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

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

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

Refunds of Member Account Balance

Upon termination, if a member of the Main System is not vested (is not 65 or does not have
three years of service), they will receive the accumulated member contributions and vested
employer contributions, plus interest, or may elect to receive this amount at a later date. If the
member has vested, they have the option of applying for a refund or can remain as a terminated
vested participant. If a member terminated and withdrew their accumulated member
contribution and is subsequently reemployed, they have the option of repurchasing their
previous service.

Member and Employer Contributions

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

The member's account balance includes the vested employer contributions equal to the
member’s contributions to an eligible deferred compensation plan. The minimum member
contribution is $25 and the maximum may not exceed the following:

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

13 to 24 months of service — Greater of two percent of monthly salary or $25

25 to 36 months of service — Greater of three percent of monthly salary or $25
Longer than 36 months of service — Greater of four percent of monthly salary or $25

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At December 31, 2017, the County reported a liability of $1,415,815 for its proportionate share
of the net pension liability. The net pension liability was measured as of June 30, 2017, and the
total pension liability used to calculate the net pension liability was determined by an actuarial
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valuation as of that date. The Employer's proportion of the net pension liability was based on the
Employer's share of covered payroll in the Main System pension plan relative to the covered
payroll of all participating Main System employers. At June 30, 2017, the County's proportion
was 0.088085 percent which was an increase of 0.002344 from its proportion measured as of
June 30, 2016.

For the year ended December 31, 2017, the County recognized pension expense of $213,993.
At December 31, 2017, the County reported deferred outflows of resources and deferred inflows
of resources related to pensions from the following sources:

Deferred Outflows of Deferred Inflows of
Resources Resources

Differences between expected
and actual experience $ 8,416 $ (6,899)
Changes of assumptions 580,580 (31,933)
Net difference between
projected and actual earnings on
pension plan investments 19,042 -
Changes in proportion and
differences between employer
contributions and proportionate
share of contributions 25,593 (19,703)
Employer contributions
subsequent to the measurement
date 29,067 -
Total $ 662,698 $ (58,535)

$29,067 reported as deferred outflows of resources related to pensions resulting from Employer
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ending December 31, 2018.

Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension expense as follows:

Pension Expense

Year ending June 30: Amount
2018 $ 123,110
2019 149,238
2020 129,568
2021 112,855
2022 60,325
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Actuarial Assumptions

The total pension liability in the July 1, 2017 actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement:

Inflation 3.50%
Salary Increases Service at Beginning of Year  Increase Rate:
0 15.00%
1 10.00%
2 8.00%
Age*
Under 36 8.00%
36-40 7.50%
41-49 6.00%
50+ 5.00%
Investment Rate of Return 7.75%, net of investment expenses
Cost-of Living Adjustments None

*Age-based salary increase rates apply for employees with three or more years of service

For active members, inactive members and healthy retirees, mortality rates were based on the
RP-2000 Combined Healthy Mortality Table set back two years for males and three years for
females, projected generationally using the SSA 2014 Intermediate Cost scale from 2014. For
disabled retirees, mortality rates were based on the RP-2000 Disabled Mortality Table set back
one year for males (no setback for females) multiplied by 125%.

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return
by weighting the expected future real rates of return by the target asset allocation percentage
and by adding expected inflation. Best estimates of arithmetic real rates of return for each major
asset class included in the fund’s target asset allocation are summarized in the following table:

Long-Term Expected Real
Asset Class Target Allocation Rate of Return
Domestic Equity 31.00% 6.05%
International Equity 21.00% 6.70%
Private Equity 5.00% 10.20%
Domestic Fixed Income 17.00% 1.43%
International Fixed Income 5.00% -0.45%
Global Real Assets 20.00% 5.16%
Cash Equivalents 1.00% 0.00%
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Discount Rate

For PERS, GASB Statement No. 67 includes a specific requirement for the discount rate that is
used for the purpose of the measurement of the Total Pension Liability. This rate considers the
ability of the System to meet benefit obligations in the future. To make this determination,
employer contributions, employee contributions, benefit payments, expenses and investment
returns are projected into the future. The current employer and employee fixed rate
contributions are assumed to be made in each future year. The Plan Net Position (assets) in
future years can then be determined and compared to its obligation to make benefit payments in
those years. In years where assets are not projected to be sufficient to meet benefit payments,
which is the case for the PERS plan, the use of a municipal bond rate is required.

The Single Discount Rate (SDR) is equivalent to applying these two rates to the benefits that
are projected to be paid during the different time periods. The SDR reflects (1) the long-term
expected rate of return on pension plan investments (during the period in which the fiduciary net
position is projected to be sufficient to pay benefits) and (2) a tax-exempt municipal bond rate
based on an index of 20-year general obligation bonds with an average AA credit rating as of
the measurement date (to the extent that the contributions for use with the long-term expected
rate of return are not met).

The pension plan’s fiduciary net position was projected to be sufficient to make all projected
future benefit payments through the year of 2061. Therefore, the long-term expected rate of
return on pension plan investments was applied to projected benefit payments through the year
2061, and the municipal bond rate was applied to all benefit payments after that date. For the
purpose of this valuation, the expected rate of return on pension plan investments is 7.75%; the
municipal bond rate is 3.56%; and the resulting Single Discount Rate is 6.44%.

Sensitivity of the Employer's Proportionate Share of the Net Pension Liability to Changes
in the Discount Rate

The following presents the Employer's proportionate share of the net pension liability calculated
using the discount rate of 6.44 percent, as well as what the Employer's proportionate share of
the net pension liability would be if it were calculated using a discount rate that is 1-percentage-
point lower (5.44 percent) or 1-percentage-point higher (7.44 percent) than the current rate:

1% Decrease Current Discount Rate 1% Increase
5.44% 6.44% 7.44%

Employer's proportionate share of
the net pension liability $1,922,012 $1,415,815 $994,680

Pension Plan Fiduciary Net Position

Detailed information about the pension plan's fiduciary net position is available in the separately
issued NDPERS financial report.
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NOTE 10 RISK MANAGEMENT

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

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. All members joined to help capitalize the NDIRF. Eddy County pays an
annual premium to NDIRF for its general liability, automobile, and inland marine insurance
coverage. The coverage by NDIRF is limited to losses of two million dollars per occurrence.

Eddy County also participates in the North Dakota Fire and Tornado Fund and the State
Bonding Fund. The County pays an annual premium to the Fire and Tornado Fund to cover
property damage to buildings and personal property. Replacement cost coverage is provided
by estimating replacement cost in consultation with the Fire and Tornado Fund. The Fire and
Tornado Fund is reinsured by a third party insurance carrier for losses in excess of one million
dollars per occurrence during a 12 month period. The State Bonding Fund currently provides
the County with blanket fidelity bond coverage in the amount of $2,000,000 for its employees.
The State Bonding Fund does not currently charge any premium for this coverage.

Eddy County has workers compensation coverage with the North Dakota Workforce Safety and
Insurance. The County provides health coverage for employees who work 20 hours a week or
more.

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

NOTE 11 JOINT VENTURES
Lake Region Law Enforcement Center

Under authorization of state statutes, Eddy County joined Ramsey County, Benson County,
Towner County, Nelson County, and the City of Devils Lake to establish and operate the Lake
Region Law Enforcement Center. The operating and capital expenses are funded by
contributions from each government.

Complete financial information can be obtained from Lake Region Enforcement Center, 222
Walnut Street West, Devils Lake, ND 58301.

Lake Region District Health Unit

Under authorization of state statutes, Eddy County joined Ramsey County, Benson County, and
Pierce County to establish and operate the Lake Region District Health Unit. Two members of
the directors for the joint venture are appointed by each government. The operating and capital
expenses are funded by contributions from each government. Each government’s share of
assets, liabilities, and fund equity is 25%.

Complete financial information can be obtained from Lake Region District Health Unit,
Courthouse, Devils Lake, ND 58301.
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Public Library

Under authorization of state statutes, Eddy County joined the City of New Rockford to operate
the public library. The public library will be governed by a Joint Library Board, which is
comprised of two members appointed by the City of New Rockford, and two members are
appointed from Eddy County. A fifth member at-large is appointed by the Joint Library Board.
The operating and capital expenses are funded by a one mill contribution from Eddy County.
The City of New Rockford shall cover all additional expenses not covered by Eddy County’s
share of funds.

Complete financial information can be obtained from the City of New Rockford, 117 1%t Street
South, New Rockford, ND 58356.

NOTE 12 TRANSFERS

Transfers are used to (1) move revenues from the fund that statute or budget requires them to
collect them to the fund that statute or budget requires to expend them, (2) move receipts
restricted to debt service from the funds collecting the receipts to the debt service fund as debt
service payments become due, (3) use unrestricted revenues collected in the general fund to
finance various programs accounted for in other funds in accordance with budgetary
authorizations, and (4) use unrestricted revenues collected in the human services fund that are
used to finance programs accounted for in the social services fund.

Other
General Human County Road Law Governmental
Fund Services and Bridge Enforcement Funds Total
Transfer In $ - $ 41407 % - 8 - % 52,157 $ 93,564
Transfer Out (93,564) - - - - (93,564)
$ (93564) $ 41407 $ - $ - $ 52,157 $ -

NOTE 13 NEW ACCOUNTING PRONOUNCEMENTS

GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions, is to improve accounting and financial reporting by state and local
governments for postemployment benefits other than pensions (other postemployment benefits
or OPEB). It also improves information provided by state and local governmental employers
about financial support for OPEB that is provided by other entities. This Statement is effective
for fiscal years beginning after June 15, 2017. Earlier application is encouraged.

GASB Statement No. 83, Certain Asset Retirement Obligations, addresses accounting and
financial reporting for certain asset retirement obligations (AROs). This Statement establishes
criteria for determining the timing and pattern of recognition of a liability and corresponding
deferred outflow of resources for AROs. It also establishes disclosure of information about the
nature of a government’s AROs, the methods and assumptions used for the estimates of the
liabilities, and the estimated remaining useful life of the associated tangible capital assets. The
requirements of this Statement are effective for reporting periods beginning after June 15, 2018.
Earlier application is encouraged.
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GASB Statement No. 84, Fiduciary Activities, provides guidance regarding the identification of
fiduciary activities for accounting and financial reporting purposes and how those activities
should be reported. This Statement establishes criteria for identifying fiduciary activities of all
state and local governments. The focus of the criteria generally is on (1) whether a government
is controlling the assets of the fiduciary activity and (2) the beneficiaries with whom a fiduciary
relationship exists. Separate criteria are included to identify fiduciary component units and
postemployment benefit arrangements that are fiduciary activities. The requirements of this
Statement are effective for reporting periods beginning after December 15, 2018. Earlier
application is encouraged.

GASB Statement No. 85, Omnibus 2017, addresses practice issues that have been identified
during implementation and application of certain GASB Statements. This Statement addresses
a variety of topics including issues related to blending component units, goodwill, fair value
measurement and application, and postemployment benefits (pensions and other
postemployment benefits [OPEB]). The requirements of this Statement are effective for
reporting periods beginning after June 15, 2017. Earlier application is encouraged.

GASB Statement No. 86, Certain Debt Extinguishment Issues, provides guidance for
derecognizing debt that is defeased in substance, regardless of how cash and other monetary
assets placed in an irrevocable trust for the purpose of extinguishing that debt were acquired.
This Statement requires that any remaining prepaid insurance related to the extinguished debt
be included in the net carrying amount of that debt for the purpose of calculating the difference
between the reacquisition price and the net carrying amount of the debt. In addition, this
Statement will enhance the decision-usefulness of information in notes to financial statements
regarding debt that has been defeased in substance. This Statement is effective for reporting
periods beginning after June 15, 2017. Earlier application is encouraged.

GASB Statement No. 87, Leases, establishes a single model for lease accounting based on the
foundational principle that leases are financings of the right to use an underlying asset. This
Statement requires recognition of certain lease assets and liabilities for leases that were
previously classified as operating leases and recognized as inflows of resources or outflows of
resources based on the payment provisions of the contract. Under this Statement, a lessee is
required to recognize a lease liability and an intangible right-to-use lease asset, and a lessor is
required to recognize a lease receivable and a deferred inflow of resources, thereby enhancing
the relevance and consistency of information about governments’ leasing activities. This
Statement is effective for reporting periods beginning after December 15, 2019. Earlier
application is encouraged.

GASB Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and
Direct Placements, improve the information that is disclosed in notes to government financial
statements related to debt, including direct borrowings and direct placements. It also clarifies
which liabilities governments should include when disclosing information related to debt. This
Statement requires that additional essential information related to debt be disclosed in notes to
financial statements, including unused lines of credit; assets pledged as collateral for the debt;
and terms specified in debt agreements related to significant events of default with finance-
related consequences, significant termination events with finance-related consequences, and
significant subjective acceleration clauses. This Statement is effective for reporting periods
beginning after June 15, 2018. Earlier application is encouraged.
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Management has not yet determined the effect these Statements will have on the County’s
financial statements.

NOTE 14 SUBSEQUENT EVENTS
No significant events occurred subsequent to the County’s year end. Subsequent events have

been evaluated through July 3, 2018, which is the date these financial statements were
available to be issued.
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EDDY COUNTY

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2017

REVENUES
Property taxes
Licenses and permits
Intergovernmental
Charges for services
Investment earnings
Miscellaneous

Total revenues

EXPENDITURES
Current:
General government
Public safety
Culture and recreation
Capital outlay
Total expenditures
Excess (deficiency) of revenues over
expenditures

OTHER FINANCING SOURCES (USES)
Transfers out
Total other financing sources and uses

Net change in fund balances
Fund balances - beginning
Fund balances - ending

Variance with

Original /Final Final Budget -
Budgeted Actual Positive
Amounts Amounts (Negative)

$ 734,474 $ 701,029 $ (33,445)
1,516 1,437 (79)
490,451 397,605 (92,846)
177,480 183,791 6,311
6,500 5,605 (895)
18,000 9,932 (8,068)
1,428,421 1,299,399 (129,022)
1,132,869 919,876 212,993
398,920 312,084 86,836
15,000 9,137 5,863

- 30,779 (30,779)

1,546,789 1,271,876 274,913
(118,368) 27,523 145,891

- (93,564) (93,564)

- (93,564) (93,564)

(118,368) (66,041) 52,327
683,134 683,134 -

$ 564,766 $ 617,093 $ 52,327

See Notes to the Required Supplementary Information
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BUDGETARY COMPARISON SCHEDULE
HUMAN SERVICES FUND

FOR THE YEAR ENDED DECEMBER 31, 2017

REVENUES
Property taxes
Intergovernmental
Charges for services
Miscellaneous

Total revenues

EXPENDITURES
Current:
Health and welfare
Debt Service:
Capital outlay
Total expenditures
Excess (deficiency) of revenues over
expenditures

OTHER FINANCING SOURCES (USES)
Transfers in
Total other financing sources and uses

Net change in fund balances
Fund balances - beginning
Fund balances - ending

Variance with

Original /Final Final Budget -
Budgeted Actual Positive
Amounts Amounts (Negative)

$ 270,771 $ 261,846 $ (8,925)
34,000 31,842 (2,158)
3,160 3,637 477
15,200 19,831 4,631
323,131 317,156 (5,975)
472,826 359,805 113,021
500 - 500
473,326 359,805 113,521
(150,195) (42,649) 107,546
- 41,407 (41,407)
- 41,407 (41,407)
(150,195) (1,242) 148,953
1,660 1,660 -
$ (148,535) $ 418 % 148,953

See Notes to the Required Supplementary Information
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EDDY COUNTY
BUDGETARY COMPARISON SCHEDULE

COUNTY ROAD AND BRIDGES FUND

FOR THE YEAR ENDED DECEMBER 31, 2017

REVENUES
Property taxes
Intergovernmental
Charges for services
Miscellaneous

Total revenues

EXPENDITURES
Current:
Highways and roads
Debt service:
Principal
Capital outlay
Total expenditures
Excess (deficiency) of revenues over
expenditures

OTHER FINANCING SOURCES (USES)
Proceeds from long-term debt and capital leases, net
Total other financing sources and uses

Net change in fund balances
Fund balances - beginning
Fund balances - ending

Variance with

Original /Final Final Budget -
Budgeted Actual Positive
Amounts Amounts (Negative)

$ 135,560 $ 131,273  $ (4,287)
274,151 400,360 126,209
150,000 136,988 (13,012)
400,000 11,508 (388,492)
959,711 680,129 (279,582)

1,341,500 575,513 765,987
- 10,724 (10,724)
- 231,415 (231,415)
1,341,500 817,652 523,848
(381,789) (137,523) 244,266
- 108,142 108,142
- 108,142 108,142
(381,789) (29,381) 352,408
760,341 760,341 -
$ 378,552 $ 730,960 $ 352,408

See Notes to the Required Supplementary Information
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EDDY COUNTY
BUDGETARY COMPARISON SCHEDULE
LAW ENFORCEMENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2017

Variance with

Original /Final Final Budget -
Budgeted Actual Positive
Amounts Amounts (Negative)
REVENUES
Property taxes $ 89890 $ 91507 $ 1,617
Miscellaneous - 3,792 3,792
Total revenues 89,890 95,299 5,409
EXPENDITURES
Current:
Public Safety 93,317 93,258 59
Total expenditures 93,317 93,258 59
Excess (deficiency) of revenues over
expenditures (3,427) 2,041 5,468
Net change in fund balances (3,427) 2,041 5,468
Fund balances - beginning 11,913 11,913 -
Fund balances - ending $ 8,486 $ 13954 % 5,468

See Notes to the Required Supplementary Information
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EDDY COUNTY
SCHEDULE OF EMPLOYER CONTRIBUTIONS TO THE NDPERS RETIREMENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2017

Contributions in Relation Contributions as a
For the Fiscal Year Statutorily Required to the Statutorily Contribution Deficiency Employer’s Covered- Percentage of Covered-
Ended December 31 Contribution Required Contribution (Excess) Employee Payroll Employee Payroll
2015 $ 57926 $ 57926 $ - 3 813,574 7.12%
2016 62,945 62,945 - 884,065 7.12%
2017 67,962 67,962 - 954,525 7.12%

The amounts presented for each fiscal year were determined as of the County's year end which is December 31.

The County implemented GASB Statement No. 68 for its year ended December 31, 2015. Information for the prior years is not
available.

See Notes to the Required Supplementary Information
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EDDY COUNTY
SCHEDULE OF EMPLOYER AND NON-EMPLOYER PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
FOR THE YEAR ENDED DECEMBER 31, 2017

Employer’s
Proportionate Share of
the Net Pension

Employer’s Liability (Asset) as a Plan Fiduciary Net
Employer’s Proportion  Proportionate Share of Percentage of its Position as a
For the Fiscal Year of the Net Pension the Net Pension Employer's Covered- Covered-Employee Percentage of the
Ended June 30 Liability (Asset) Liability (Asset) Employee Payroll Payroll Total Pension Liability
2015 0.083183% $ 565,630 $ 741,056 76.33% 77.15%
2016 0.085741% 835,630 864,069 96.71% 70.46%
2017 0.088085% 1,415,815 899,207 157.45% 61.98%

The amounts presented for each fiscal year were determined as of the measurement date of the County's net pension liability which
is June 30, of the previous year for NDPERS.

The County implemented GASB Statement No. 68 for its year ended December 31, 2015. Information for the prior years is not
available.

See Notes to the Required Supplementary Information
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EDDY COUNTY
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2017

NOTE 1 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information:

The county commission adopts an “appropriated budget” on a basis consistent with accounting
principles generally accepted in the United States of America (GAAP).

The county auditor prepares an annual budget for the general fund and each special revenue
fund of the county. NDCC 11-23-02. The budget includes proposed expenditures and means of
financing them.

The county commission holds a public hearing where any taxpayer may appear and shall be
heard in favor of or against any proposed disbursements or tax levies. When the hearing shall
have been concluded, the board shall adopt such estimate as finally is determined upon. All
taxes shall be levied in specific amounts and shall not exceed the amount specified in the
published estimates. NDCC 11-23-04

The board of county commissioners, on or before the October meeting shall determine the
amount of taxes that shall be levied for county purposes and shall levy all such taxes in specific
amounts. NDCC 11-23-05

Each budget is controlled by the county auditor at the revenue and expenditure function/object
level.

The current budget, except for property taxes, may be amended during the year for any
revenues and appropriations not anticipated at the time the budget was prepared.
NDCC 57-15-31.1

All appropriations lapse at year-end.

NOTE 2 NDPERS

Changes of Assumptions

Amounts reported in 2017 reflect actuarial assumption changes effective July 1, 2017 based on the
results of an actuarial experience study completed in 2015. This includes changes to the mortality
tables, disability incidence rates, retirement rates, administrative expenses, salary scale, and
percent married assumption.
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CERTIFIED PUBLIC ACCOUNTANTS
AND CONSULTANTS

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

To the Board of County Commissioners
Eddy County
New Rockford, 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, the discretely presented component unit, each major
fund, and the aggregate remaining fund information of Eddy County, as of and for the year
ended December 31, 2017, and the related notes to the financial statements, which collectively
comprise Eddy County’s basic financial statements and have issued our report thereon dated
July 3, 2018. A qualified opinion was expressed on the Governmental Activities due to the
County not maintaining capital asset records for their capital assets prior to December 31, 2003.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Eddy County’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Eddy
County’s internal control. Accordingly, we do not express an opinion on the effectiveness of
Eddy County’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified. We consider the deficiencies in
internal control, described in the accompanying schedule of findings and responses as findings
2017-001, 2017-002, 2017-003, and 2017-004 to be material weaknesses.

www.bradymartz.com
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Eddy County’s financial statements
are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the 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 required to be reported under Government
Auditing Standards.

Eddy County’s Response to Findings

Eddy County’s responses to the findings identified in our audit are described in the
accompanying schedule of findings and responses. Eddy County’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.

Torud, Marts

BRADY, MARTZ & ASSOCIATES, P.C.
BISMARCK, NORTH DAKOTA

July 3, 2018

BRADY, MARTZ & ASSOCIATES, P.C.
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EDDY COUNTY
SCHEDULE OF FINDINGS AND RESPONSES

FOR THE YEAR ENDED DECEMBER 31, 2017

2017-001 Preparation of Financial Statements

Criteria:

Condition:

Cause:

Effect:

Recommendation:

An appropriate system of internal controls requires the County to
determine that financial statements are properly stated in compliance
with accounting principles generally accepted in the United States of
America.

The County personnel prepare periodic financial information for
internal use that meets the needs of management and the County
Commissioners. The County does not have internal resources to
prepare full-disclosure financial statements for external reporting. The
auditors assist with preparing the financial statements.

The County does not have the internal expertise to handle all aspects
of external financial reporting.

An appropriate system of internal controls is not present to make a
determination that financial statements are properly stated in
compliance with accounting principles generally accepted in the
United States of America.

We recommend the County determine if it is cost effective to obtain
the internal knowledge for preparation of full disclosure external
financial reporting. The County could also address this by completing
a disclosure checklist prior to the finalization of the County’s year-end
or consider outsourcing of the financial statement preparation and
review functions.

Views of responsible officials and planned corrective action:

2017-002 Adjusting

Criteria:

Condition:

Due to the small size of the County, it is currently not cost effective for
the County personnel to obtain the level of training necessary to
completely eliminate this internal control finding. The County will
review training options and determine what level of training can be
obtained on a cost effective basis.

Journal Entries

The County is required to maintain internal controls at a level where
underlying support for general ledger accounts can be developed and
a determination can be made that the general ledger accounts are
properly reflected in accordance with accounting principles generally
accepted in the United States of America.

During our audit, adjusting entries to the financial statements were
proposed in order to properly reflect the financial statements in
accordance with accounting principles generally accepted in the
United States of America.
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EDDY COUNTY

SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2017

Cause:

Effect:

Recommendation:

The County’s internal controls have not been designed to address the
specific training needs required of its personnel to identify the
adjustments necessary to properly reflect the financial statements in
accordance with accounting principles generally accepted in the
United States of America.

The County does not maintain internal controls at a level where a
determination can be made that the general ledger accounts are
properly reflected in accordance with accounting principles generally
accepted in the United States of America.

We recommend that the County review its current training system for
its accounting personnel and determine if it is cost effective for the
County to obtain this knowledge internally.

Views of responsible officials and planned corrective action:

Due to the small size of the County, it is currently not cost effective for
the County personnel to obtain the level of training necessary to
completely eliminate this internal control finding. The County will
review training options and determine what level of training can be
obtained on a cost effective basis.

2017-003 Segregation of Duties

Criteria:

Condition:

Cause:

Effect:

Recommendation:

An appropriate system of internal controls provides for an adequate
segregation of duties.

All of the accounting functions of the County and Water Resource
Board (a component unit of the County) are performed by a limited
number of personnel.

Cost constraints limit the number of accounting personnel that can be
economically justified to perform these accounting functions.

The design of the internal control over financial reporting could
adversely affect the ability to record, process, summarize, and report
financial data consistent with the assertions of management in the
financial statements.

We recommend that the County and its component unit review their
internal controls over the accounting functions to determine if
additional procedures can be implemented on a cost effective basis.
Procedures to consider include separating the custody of assets from
the accounting function, as well as implementing and or expanding
monitoring controls.

-390-



EDDY COUNTY

SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED

FOR THE YEAR ENDED DECEMBER 31, 2017

Views of responsible officials and planned corrective action:

The County and the component units will review their current internal
controls and determine what monitoring and segregation controls
each can implement on a cost effective basis.

2017-004 Capital Asset Records

Criteria;

Condition:

Cause:

Effect:

The County is required to maintain internal controls at a level where
underlying support for general ledger accounts can be developed and
a determination can be made that the general ledger accounts are
properly reflected in accordance with accounting principles generally
accepted in the United States of America.

The capital asset records do not provide sufficient information for the
determination that the general ledger accounts are properly reflected
in accordance with accounting principles generally accepted in the
United States of America.

Internal controls have not been effectively designed or implemented to
ensure that all required information related to the acquisition,
capitalization, depreciation, and disposition of capital assets is
captured and reflected in the appropriate accounting records.

An appropriate system of internal controls is not present to make a
determination whether capital assets are properly reflected in
accordance with accounting principles generally accepted in the
United States of America.

Recommendation: We recommend that the entire accounting for capital assets be

reviewed and a process to obtain a current capital asset record be
developed. We also recommend that internal controls relating to
capital additions, depreciation determination, disposal reporting, and
physical inventory inspections be developed and implemented.

Views of responsible officials and planned corrective action:

The County will review its current accounting records and determine
how to obtain the required information on a cost effective basis.
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