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INDEPENDENT AUDITOR'S REPORT 

Governing Board 
City of Garrison 
Garrison, North Dakota 

Report on the Audit of Financial Statements 

Opinions 

We have audited the modified cash basis financial statements of the governmental activities, the business­ 
type activities, each major fund, and the aggregate remaining fund information of the City of Garrison as 
of.and for the year ended December 31, 2022, and the related notes to the financial statements, which 
collectively comprise the city's basic financial statements as listed in the table of contents. 

In our opinion, the accompanying financial statements referred to above present fairly, in all material 
respects, the respective modified cash basis financial position of the governmental activities, the business­ 
type activities, each major fund, and the aggregate remaining fund information of the city as of December 
31, 2022, and the respective changes in modified cash basis financial position, and where applicable, cash 
flows thereof for the year then ended in accordance with the modified cash basis of accounting described 
in Note 1. 

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America (GAAS) and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Our responsibilities under those 
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements 
section of our report. We are required to be independent of the city, and to meet our other ethical 
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe 
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 

Emphasis of Matter - Basis of Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The 
financial statements are prepared on the modified cash basis of accounting, which is a basis of accounting 
other than accounting principles generally accepted in the United States of America. Our opinions are not 
modified with respect to this matter. 
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Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with the modified cash basis of accounting described in Note 1, and for determining that the 
modified cash basis of accounting is an acceptable basis for the preparation of the financial statements in 
the circumstances. Management is also responsible for the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about the city's ability to continue as 
a going concern for twelve months beyond the financial statement date, including any currently known 
information that may raise substantial doubt shortly thereafter. 

Auditor's Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that 
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and 
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing 
Standards will always detect a material misstatement when it exists. The risk of not detecting a material 
misstatement resulting from fraud is higher than one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they would 
influence the judgement made by a reasonable user based on the financial statements. 

In performing an audit in accordance with GAAS and Government Auditing Standards, we: 

• Exercise professional judgement and maintain professional skepticism throughout the audit. 

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

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

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

• Conclude whether, in our judgement, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about the city's ability to continue as a going concern for a reasonable 
period of time. 

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control-related 
matters that we identified during the audit. 
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Supplementary Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the city's basic financial statements. The budgeting comparison information and the schedule 
of fund activity arising from cash transactions are presented for purposes of additional analysis and are 
not a required part ofthe basic financial statements. 

Such information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the basic financial statements. The information 
has been subjected to the auditing procedures applied in the audit of the basic financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the basic financial statements or to the basic 
financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the budgeting comparison information 
and the schedule of fund activity arising from cash transactions are fairly stated, in all material respects, 
in relation to the basic financial statements as a whole on the basis of accounting described in Note 1. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated May 12, 2023 
on our consideration of the city's internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the city's internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
city's internal control over financial reporting and compliance. 

~ tJHd. P7dr,ra- 
Rath and Mehrer, P.C. 

Bismarck, North Dakota 

May 12, 2023 
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CITY OF GARRISON 
Garrison, North Dakota 

Statement of Net Position - Modified Cash Basis 
December 31, 2022 

Primary Government 

Governmental 
Activities 

Business-Type 
Activities Total 

ASSETS: 
Cash, Cash Equivalents and Investments 1,749,708.65 3,252,378.39 5,002,087.04 
Capital Assets (net of accumulated depreciation): 

Buildings and Infrastructure 2,592,025.00 5,456,513.00 8,048,538.00 
Machinery and Vehicles 296,650.00 48,975.00 345,625.00 

Total Capital Assets 2,888,675.00 5,505,488.00 8,394,163.00 

Total Assets 4,638,383.65 8,757,866.39 13,396,250.04 

Liabilities: 
Long-Term Liabilities: 

Due Within One Year: 
Special Assessment Bonds Payable 50,000.00 50,000.00 
Revenue Bonds Payable 85,000.00 85,000.00 

Due After One Year: 
Special Assessment Bonds Payable 315,000.00 315,000.00 
Revenue Bonds Payable 2,100,000.00 2,100,000.00 

Total Liabilities 365,000.00 2,185,000.00 2,550,000.00 

NET POSITION: 
Net Investment in Capital Assets 2,523,675.00 3,320,488.00 5,844,163.00 
Restricted for: 

Debt Service 138,876.30 138,876.30 
Special Purposes 1,446,447.50 1,446,447. so 
Water Treatment Plant 558,839.19 558,839.19 
Water Meters 15,738.82 15,738.82 

Unrestricted 164,384.85 2,677,800.38 2,842,185.23 

Total Net Position 4,273,383.65 6,572,866.39 10,846,250.04 

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

Statement of Activities - Modified Cash Basis 
December 31, 2022 

Net (Expense) Revenue and Change in Net Position 

Program Revenues Primary Government 

Expenses 
Charges for 

Services 
Operating Grants 
and Contributions 

Governmental Business-Type 
Activities Activities Total 

Functions[Programs 
Primary Government 
Governmental Activities: 
General Government 339,024.54 23,969.13 1,477.78 (313,577.63) (313,577.63) 
Public Safety 348,168.42 12,399.71 (335,768.71) (335,768.71) 
Streets and Public Works 670,030.94 95,268.71 234,035.67 (340,726.56) (340,726.56) 
Urban and Economic Development 136,672.42 {136,672.42) {136,672.42) 
Health and Welfare 10,000.00 (10,000.00) (10,000.00) 
Culture and Recreation 118,023.63 631.19 10,233.75 (107,158.69) {107,158.69) 
Other 341,892.18 55,354.09 287,848.90 1,310.81 1,310.81 
Interest on Long-Term Debt 12,107.50 100,508.13 88,400.63 88,400.63 

Total Governmental Activities 1,975,919.63 187,622.83 634,104.23 (1,154,192.57) {1,154,192.57) 

Business-Time Activities: 
Water 626,101.86 666,585.09 759,709.09 800,192.32 800,192.32 
Sewer 80,425.46 133,872.14 53,446.68 53,446.68 
Garbage 100,832.49 122,187.45 21,354.96 21,354.96 
Trailer Park 23,885.41 88,966.53 65,081.12 65,081.12 
Landfill 15,850.61 1,716.00 (14,134.61) (14,134.61) 
Water Meters 1,900.00 1,900.00 1,900.00 

Total Business-Type Activities 847,095.83 1,015,227.21 759,709.09 927,840.47 927,840.47 
Total Primary Government 2,823,015.46 1,202,850.04 1,393,813.32 {1,154,192.57) 927,840.47 (226,352.10) 

General Revenues: 
Taxes: 
Property taxes; levied for general purposes 227,038.04 227,038.04 

Property taxes; levied for special purposes 32,296.44 32,296.44 
City sales taxes 504,185.89 504,185.89 
City lodging taxes 7,708.29 7,708.29 
Oil and gas production taxes 52,761.62 52,761.62 
Coal severance taxes 156,821.98 156,821.98 
Coal conversion taxes 45,381.28 45,381.28 
Cigarette taxes 2,793.35 2,793.35 
Intergovernmental revenue not restricted 
to specific programs 129,140.75 129,140.75 
Earnings on investments and other revenue 71,047.90 15,822.31 86,870.21 

Transfers {88,875.00) 88,875.00 

Total General Revenues and Transfers 1,140,300.54 104,697.31 1,244,997.85 

Change in Net Position {13,892.03) 1,032,537.78 1,018,645.75 

Net Position - January 1 4,287,275.68 5,540,328.61 9,827,604.29 

Net Position - December 31 4,273,383.65 6,572,866.39 10,846,250.04 

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

Balance Sheet - Modified Cash Basis 
Governmental Funds 
December 31, 2022 

Major Funds 

Other Total 

City Sales Governmental Governmental 

General Street Airport Tax Funds Funds 

ASSETS: 

Cash, Cash Equivalents and Investments 102,407.85 238,372.68 888,414.03 520,514.09 1,749,708.65 

lnterfund Receivables 8,793.36 8,793.36 

Total Assets 111,201.21 238,372.68 888,414.03 520,514.09 1,758,502.01 

LIABILITIES AND FUND BALANCES 

Liabilities: 

lnterfund Payables 1,665.33 7,128.03 8,793.36 

Fund Balances: 

Restricted for: 

Street and Public Works 368,988.22 24,730.00 393,718.22 

Public Safety 322.10 322.10 

Community Development 220,999.72 220,999.72 

Urban and Economic Dev. 298,426.09 12,045.85 310,471.94 

Culture and Recreation 2,650.97 2,650.97 

Emergency 239,504.21 239,504.21 

Airport 238,372.68 238,372.68 

Cemetery 40,407.66 40,407.66 

Debt Service 138,876.30 138,876.30 

Assigned to: 

Equipment 61,977.00 61,977.00 

Unassigned 111,201.21 (1,665.33) (7,128.03) 102,407.85 

Total Fund Balances 111,201.21 (1,665.33) 238,372.68 888,414.03 513,386.06 1,749,708.65 

Total Liabilities and Fund Balances 111,201.21 238,372.68 888,414.03 520,514.09 1,758,502.01 

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

Reconciliation of Governmental Funds Balance Sheet 
to the Statement of Net Position - Modified Cash Basis 

For the Year Ended December 31, 2022 

Total Fund Balances for Governmental Funds 1,749,708.65 

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

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

Cost of Capital Assets 
Less Accumulated Depreciation 

10,398,063.00 
(7,509,388.00) 

Net Capital Assets 2,888,675.00 

Long-term liabilities applicable to the city's governmental activities are 
not due and payable in the current period and accordingly are not 
reported as fund liabilities. Long-term liabilities -both current and 
long-term- are reported in the statement of net position. Balances at 
December 31, 2022 are: 

Special Assessment Bonds Payable (365,000.00) 

Total Net Position of Governmental Activities 4,273,383.65 

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

Statement of Revenues, Expenditures and Changes in Fund Balances - 
Modified Cash Basis 
Governmental Funds 

For the Year Ended December 31, 2022 

Major Funds 

Other Total 

City Sales Governmental Governmental 

General Street Aireort Tax Funds Funds 

Revenues: 

Taxes 227,038.04 9,742.30 504,185.89 30,262.43 771,228.66 

Special Assessments 100,508.13 100,508.13 

Licenses, Permits and Fees 16,608.63 16,608.63 

Intergovernmental 398,376.76 117,653.75 287,848.90 116,615.67 920,495.08 

Charges for Services 9,160.50 93,468.71 55,354.09 631.19 158,614.49 

Fines and Forfeits 12,148.96 250.75 12,399.71 

Miscellaneous 30,867.41 1,832.85 16,313.44 1,026.99 21,007.21 71,047.90 

Total Revenues 694,200.30 212,955.31 369,258.73 505,212.88 269,275.38 2,050,902.60 

Expenditures: 

Current: 

General Government 363,290.96 363,290.96 

Public Safety 326,800.42 15,000.00 341,800.42 

Streets and Public Works 29,685.20 203,966.63 296,882.11 530,533.94 

Urban and Economic Development 136,672.42 136,672.42 

Health and Welfare 10,000.00 10,000.00 

Culture and Recreation 34,515.55 31,916.26 36,646.82 103,078.63 

Other 27,649.50 27,866.68 55,516.18 

Capital Outlay 34,229.00 24,000.00 58,229.00 

Debt Service: 

Principal 45,000.00 45,000.00 

Interest and Service Charges 12,107.50 12,107.50 

Total Expenditures 816,170.63 203,966.63 296,882.11 193,588.68 145,621.00 1,656,229.05 

Excess (Deficiency) of Revenue 

Over Expenditures (121,970.33) 8,988.68 72,376.62 311,624.20 123,654.38 394,673.55 

Other Financing Sources (Uses): 

Transfers In 25,000.00 25,000.00 

Transfers Out (113,875.00) (113,875.00) 

Total Other Financing Sources (Uses) (113,875.00) 25,000.00 (88,875.00) 

Net Changes in Fund Balances (121,970.33) 8,988.68 72,376.62 197,749.20 148,654.38 305,798.55 

Fund Balance - January 1 233,171.54 (10,654.01) 165,996.06 690,664.83 364,731.68 1,443,910.10 

Fund Balance - December 31 111,201.21 {1,665.33) 238,372.68 888,414.03 513,386.06 1,749,708.65 

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

Reconciliation of Governmental Funds Statement of Revenues, Expenditures and 
Changes in Fund Balances to the Statement of Activities - Modified Cash Basis 

For the Year Ended December 31, 2022 

Net Change in Fund Balances - Total Governmental Funds 305,798.55 

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 
depreciation exceeded capital outlay in the current year. 

Current Year Capital Outlay 
Current Year Depreciation Expense 

58,229.00 
(455,319.00) (397,090.00) 

The proceeds of debt issuances 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. This is the amount by which repayment of debt 
exceeded debt proceeds. 

Debt Proceeds 
Repayment of Debt 

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

Net Decrease in Compensated Absences 

45,000.00 45,000.00 

32,399.42 

Change in Net Position of Governmental Activities (13,892.03) 

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

Statement of Net Position - Modified Cash Basis 
Proprietary Funds 

December 31, 2022 

Major 

Enterprise Fund 

Other Total 

Enterprise Enterprise 

Water Funds Funds 

ASSETS 

Current Assets: 

Cash and Cash Equivalents 2,683,161.07 569,217.32 3,252,378.39 

Noncurrent Assets: 

Capital Assets (net of accumulated 

depreciation): 

Buildings and Infrastructure 5,380,970.00 75,543.00 5,456,513 .00 

Machinery and Vehicles 4,484.00 44,491.00 48,975.00 

Total Noncurrent Assets 5,385,454.00 120,034.00 5,505,488.00 

Total Assets 8,068,615.07 689,251.32 8,757,866.39 

LIABILITIES 

Current Liabilities: 

Revenue Bonds Payable 85,000.00 85,000.00 

Noncurrent Liabilities: 

Revenue Bonds Payable 2,100,000.00 2,100,000.00 

Total Liabilities 2,185,000.00 2,185,000.00 

NET POSITION 
Net Investment in Capital Assets 3,200,454.00 120,034.00 3,320,488.00 
Restricted for: 
Water Treatment Plant 558,839.19 558,839.19 
Water Meters 15,738.82 15,738.82 

Unrestricted 2,108,583.06 569,217.32 2,677,800.38 

Total Net Position 5,883,615.07 689,251.32 6,572,866.39 

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

Garrison, North Dakota 

Statement of Revenues, Expenses and Changes in Fund Net Position - Modified Cash Basis 
Proprietary Funds 

For the Year Ended December 31, 2022 

Major 
Enterprise Fund 

Other Total 
Enterprise Enterprise 

Water Funds Funds 
O1;1erating Revenues: 
Charges for Sales and Services: 

Water User Fees 529,452.69 529,452.69 
Rural Water Rates 136,329.90 136,329.90 
Sewer Charges 133,872.14 133,872.14 
Garbage Collections 98,594.45 98,594.45 
Dumpground Charges 23,593.00 23,593.00 
Landfill Surcharges 1,716.00 1,716.00 
Meter Deposits 1,900.00 1,900.00 
Trailer Park Rents 88,966.53 88,966.53 
Miscellaneous Service 802.50 802.50 

Total Operating Revenues 668,485.09 346,742.12 1,015,227.21 

O1;1erating Ex1;1enses: 
Water 400,022.84 400,022.84 
Sewer 70,021.46 70,021.46 
Garbage 100,832.49 100,832.49 
Trailer Park 22,491.41 22,491.41 
Landfill 15,850.61 15,850.61 
Meter Refunds 800.00 800.00 
Repairs and Maintenance 1,201.27 1,201.27 
Depreciation 168,604.00 11,798.00 180,402.00 

Total Operating Expenses 570,628.11 220,993.97 791,622.08 

Operating Income (Loss) 97,856.98 125,748.15 223,605.13 

Non-O12erating Revenues (Ex12enses): 
Department of Water Resources 634,709.09 634,709.09 
Prairie Dog Grant Funding 125,000.00 125,000.00 
Interest Income 2,902.34 119.52 3,021.86 
Miscellaneous Revenues 6,343.80 6,456.65 12,800.45 
Interest and Service Charges (46,023.75) (46,023.75) 
Discount on Revenue Bonds Issued (9,450.00) (9,450.00) 

Total Non-Operating Revenues (Expenses) 713,481.48 6,576.17 720,057.65 

Income (Loss) Before Transfers 811,338.46 132,324.32 943,662.78 

Transfer In 541,024.07 541,024.07 
Transfer Out (427,149.07) (25,000.00) (452,149.07) 

Changes in Net Position 925,213.46 107,324.32 1,032,537.78 

Net Position - January 1 4,958,401.61 581,927.00 5,540,328.61 

Net Position - December 31 5,883,615.07 689,251.32 6,572,866.39 

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

Statement of Cash Flows - Modified Cash Basis 
Proprietary Funds 

For the Year ended December 31, 2022 

Major 
Enterprise Fund 

Water 

Other 
Enterprise 

Funds 

Total 
Enterprise 

Funds 
Cash flows from operating activities: 

Receipts from customers 
Payments to suppliers and employees 

Net cash provided (used) by operating activities 

Cash flows from noncapital financing activities: 

Miscellaneous receipts 
Transfers in 
Transfers out 

Net cash provided (used) by noncapital 
financing activities 

Cash flows from capital and related 
financing activities: 

Department of water resources 
Prairie dog grant funding 
Water treatment plant project 
Revenue bonds issued 

Discount on revenue bonds issued 
Principal payments 
Interest and service charges 

Net cash provided (used) by capital and 
related financing activities 

Cash flows from investing activities: 
Interest income 

Net increase (decrease) in cash and 
cash equivalents 

Cash and cash equivalents, January 1 

Cash and cash equivalents, December 31 

668,485.09 346,742.12 1,015,227.21 
{402,024.11) (209,195.97) (611,220.08) 

266,460.98 137,546.15 404,007.13 

6,343.80 6,456.65 12,800.45 
541,024.07 541,024.07 
(427,149.07) (25,000.00) (452,149.07) 

120,218.80 (18,543.35) 101,675.45 

634,709.09 634,709.09 

125,000.00 125,000.00 
{1,069,000.00) (1,069,000.00) 

945,000.00 945,000.00 

(9,450.00) (9,450.00) 
(115,000.00) (115,000.00) 
(46,023.75) (46,023.75) 

465,235.34 465,235.34 

2,902.34 119.52 3,021.86 

854,817.46 119,122.32 973,939.78 

1,828,343.61 450,095.00 2,278,438.61 

2,683,161.07 569,217.32 3,252,378.39 

Reconciliation of Operating Income to Net 
Cash Provided (used) by Operating Activities: 

Operating income (Loss) 

Adjustments to reconcile operating income to 

net cash provided (used) by operating activities: 

Depreciation expense 

Net cash provided (used) by operating activities 

97,856.98 

168,604.00 

125,748.15 

11,798.00 

223,605.13 

180,402.00 

266,460.98 137,546.15 404,007.13 

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

Notes to the Financial Statements 
December 31, 2022 

Note 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The City of Garrison operates under a city council form of government. The financial statements of the city 
have been prepared on a modified cash basis, which is a basis of accounting other than accounting principles 
generally accepted in the United States of America (GAAP) as applied to government units. The Government 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the government's accounting policies are 
described below. 

A. Financial Reporting Entity 

The accompanying financial statements present the activities of the city. The city has considered all potential 
component units for which the city is financially accountable and other organizations for which the nature and 
significance of their relationships with the city are such that exclusion would cause the city's financial 
statements to be misleading or incomplete. The Government Accounting Standards Board has set forth criteria 
to be considered in determining financial accountability. These criteria include appointing a voting majority of 
an organization's governing body and (1) the ability of the city to impose its will on that organization or (2) the 
potential for the organization to provide specific financial benefits to, or impose specific financial burdens on 
the city. 

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

B. Basis of Presentation 

Government-wide Financial Statements: The statement of net position and the statement of activities display 
information about the primary government, the City of Garrison. These statements include the financial 
activities of the overall government. Eliminations have been made to minimize the double-counting of internal 
activities. These statements distinguish between the governmental and business-type activities of the city. 
Governmental activities generally are financed through taxes, intergovernmental revenues, and other 
nonexchange transactions. Business-type activities are financed in whole or in part by fees charged to external 
parties. 

The statement of activities presents a comparison between direct expenses and program revenues for each 
function of the city's governmental activities. Direct expenses are those that are specifically associated with a 
program or function and, therefore, are clearly identifiable to a particular function. Program revenues include 
(a) 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 city's funds. Separate 
statements for each fund category - governmental and proprietary - are presented. The emphasis of fund 
financial statements is on major governmental and enterprise funds, each displayed in a separate column. All 
remaining governmental and enterprise funds are aggregated and reported as nonmajor funds. 

Proprietary fund operating revenues, such as charges for services, result from exchange transactions 
associated with the principal activity of the fund. Exchange transactions are those in which each party receives 
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and gives up essentially equal values. Nonoperating revenues, such as subsidies and investment earnings, 
result from nonexchange transactions or ancillary activities. 

The city reports the following major governmental funds: 

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

Street. This fund accounts for the state highway distribution tax and utility charges used for street repairs and 
maintenance. 

Airport Fund. This fund accounts for the activities of the city airport. All activities, debt service and capital 
additions are accounted for in the fund. 

City Sales Tax. This fund accounts for the city's sales tax collections, which are used for community and 
economic development projects and for community development and infrastructure. 

The city reports the following major enterprise fund: 

Water. This fund accounts for the activities of the city's water distribution system. 

C. Measurement Focus and Basis of Accounting 

Measurement focus is a term used to describe "how" transactions are recorded within the various financial 
statements. Basis of accounting refers to "when" transactions are recorded regardless of the measurement 
focus applied. 

Measurement Focus 

In the government-wide Statement of Net Position and the Statement of Activities, both governmental and 
business-like activities are presented using the economic resources measurement focus, within the limitations 
of the modified cash basis of accounting, as defined in item b below. 

In the fund financial statements, the "current financial resources" measurement focus or the "economic 
resources" measurement focus, as applied to the modified cash basis of accounting, is used as appropriate: 

a. All governmental funds utilize a "current financial resources" measurement focus. Only current financial 
assets and liabilities are generally included on their balance sheets. Their operating statements present 
sources and uses of available spendable financial resources during a given period. These funds use fund 
balance as their measure of available spendable financial resources at the end of the period. 

b. The proprietary fund utilizes an "economic resources" measurement focus. The accounting objectives of 
this measurement focus are the determination of operating income, changes in net position (or cost 
recovery), financial position and cash flows. All assets and liabilities (whether current or noncurrent, 
financial or nonfinancial) associated with their activities are reported. Proprietary fund equity is classified 
as net position. 

Basis of Accounting 

In the government-wide Statement of Net Position and Statement of Activities and the fund financial 
statements, governmental and business-like activities are presented using a modified cash basis of accounting. 
This basis recognizes assets, liabilities, net position/fund equity, revenues, and expenditures/expenses when 
they result from cash transactions with a provision for depreciation in the government-wide financial 
statements and proprietary fund financial statements. This basis is a basis of accounting other than accounting 
principles generally accepted in the United States of America. 
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As a result of the use of this modified cash basis of accounting, certain assets and their related revenues (such 
as accounts receivable and revenue for billed or provided services not yet collected) and certain liabilities and 
their related expenses (such as accounts payable and expenses for goods or services received but not yet paid, 
and accrued expenses and liabilities) are not recorded in these financial statements. 

If the city utilized the basis of accounting recognized as generally accepted, the fund financial statements for 
governmental funds would use the modified accrual basis of accounting, while the fund financial statements 
for proprietary fund types would use the accrual basis of accounting. All government-wide financial statements 
would be presented on the accrual basis of accounting. 

D. Cash. Cash Equivalents and Investments 

Cash and cash equivalents include amounts in demand deposits, money market accounts and highly liquid 
short-term investments with original maturities of three months or less. 

Investments consist of certificates of deposit stated at cost. 

E. Capital Assets 

Capital assets include plant and equipment. Assets are reported in the governmental activities column and the 
business-type activities column in the government-wide financial statements. Assets are also reported in the 
proprietary fund financial statements. Capital assets are defined by the city 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 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 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 and Infrastructure 
Machinery and Vehicles 

F. Long-Term Obligations 

10 to 75 years 
Sta 20Years 

In the government-wide financial statements, long-term debt and other long-term obligations are reported as 
liabilities in the governmental activities statement of net position. Bond premiums, discounts and issuance 
costs 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 sources while discounts on debt issuances are 
reported as other financing uses. Issuance costs are reported as debt service expenditures. 

G. Fund Equity 

Fund equity at the governmental fund financial reporting level is classified as "fund balance". Fund equity for 
all other reporting is classified as "net position". 

Fund Balance - Generally, fund balance represents the difference between the current assets and current 
liabilities. In the fund financial statements, governmental funds report fund classifications that comprise a 
hierarchy based primarily on the extent to which the city is bound to honor constraints on the specific purposes 
for which amounts in those funds can be spent. Fund balances are classified as follows: 
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Nonspendable- Fund balances are reported as nonspendable when amounts cannot be spent because 
they are either (a) not in spendable form (i.e., items that are not expected to be converted to cash 
such as inventories or prepaid expenses) or (b) legally or contractually required to be maintained intact 
(i.e., endowment funds). 

Restricted - Fund balances are reported as restricted when there are limitations imposed on their use 
either through the enabling legislation adopted by the city or through external restrictions imposed by 
creditors, granters, contributors, or laws or regulations of other governments (i.e., funds restricted by 
state statute, unspent bond proceeds, grants earned but not spent, debt covenants or taxes raised for 
a specific purpose). 

Committed - Fund balances are reported as committed when they can be used only for specific 
purposes pursuant to constraints imposed by formal action of the city council through the adoption of 
a resolution. The city council also may modify or rescind the commitment. 

Assigned - Fund balances are reported as assigned when amounts are constrained by the city's intent 
to be used for specific purposes, but are neither restricted nor committed. 

Unassigned - Fund balances are reported as unassigned as the residual amount when the balances do 
not meet any of the above criterion. The city reports positive unassigned fund balance only in the 
general fund. Negative fund balances may be reported in all funds. 

Flow Assumptions - When both restricted and unrestricted amounts of fund balance are available for use for 
expenditures incurred, it is the city's policy to use restricted amounts first and then unrestricted amounts as 
they are needed. For unrestricted amounts of fund balance, it is the city's policy to use fund balance in the 
following order: 

• Committed 
• Assigned 
• Unassigned 

Net Position - Net position represents the difference between assets and liabilities. Net investment in capital 
assets consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any 
borrowing used (i.e., the amount that the city has not spent) for the acquisition, construction or improvement 
of those assets. Net position is reported as restricted as described in the fund balance section above. All other 
net position is reported as unrestricted. 

H. lnterfund Transactions 

In the governmental and proprietary fund financial 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. 

I. Use of Estimates 

The preparation of financial statements in conformity with the special purpose framework (SPF) used by the 
city requires management to make estimates and assumptions that affect certain reported amounts and 
disclosures (such as estimated useful lives in determining depreciation expense); accordingly, actual results 
could differ from those estimates. 
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