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HB 1508



2023 HOUSE STANDING COMMITTEE MINUTES

Political Subdivisions Committee
Room JW327B, State Capitol

HB 1508
2/2/2023

Relating to audit fees of state institutions, political subdivisions, and occupational and
professional boards; and to provide for retroactive application.

Chairman Longmuir opened the hearing on HB 1508 at 9:00 AM. Members present:
Chairman Longmuir, Vice Chairman Fegley, Rep. Hatlestad, Rep. Heilman, Rep. Holle,
Rep. Jonas, Rep. Klemin, Rep. Motschenbacher, Rep. Ostlie, Rep. Rios, Rep. Toman,
Rep. Warrey, Rep. Davis, Rep. Hager

Discussion Topics:

e Powers and duties of auditors
Excessive audit fees
Timely response
UND System review
Audtitor’s response
General fund appropriation
SB 2180 Auditor’s bill
Itemized bills

Rep. O'Brien: Introduced the bill. Testimony # 18906, #19049,

Ann Hafner, EM Responder, Dunn County. Testimony #18907

David Krebsbach, Vice Chancellor, Administrative Affairs & Chief Financial Officer of NDUS:
Testimony #18679

Joshua Gallion, Office of the State Auditor. #18636, 18549

Jan Naryln, District 8: Citizen. No written testimony

Additional written testimony:
Kelly Woessner, City Auditor, City of Parshall: Testimony #18674
Hearing closed at 10:40 AM.

Delores Shimek, Committee Clerk



2023 HOUSE STANDING COMMITTEE MINUTES

Political Subdivisions Committee
Room JW327B, State Capitol

HB 1508

2/3/2023

Relating to audit fees of state institutions, political subdivisions, and occupational and
professional boards; and to provide for retroactive application.

Chairman Longmuir opened the meeting on HB 1508 at 10:20 AM. Members present:
Chairman Longmuir, Vice Chairman Fegley, Rep. Hatlestad, Rep. Heilman, Rep.
Holle, Rep. Jonas, Rep. Klemin, Rep. Motschenbacher, Rep. Ostlie, Rep. Rios, Rep.
Toman, Rep. Warrey, Rep. Davis, Rep. Hager

Discussion Topics:

e Amendment
Class C felony
Inconsistent fees
SB 2180
Itemized invoice
Training sessions

Chairman Longmuir: Went over the proposed amendment 23.0579.02002. Previous

testimony #19049

Josh Gallion, State Auditor: Oral testimony.

Rep. Heilman moved a Do Not Pass
Seconded by Rep. Rios

Representatives

(1]

Representative Donald W. Longmuir
Representative Clayton Fegley
Representative Jayme Davis
Representative LaurieBeth Hager
Representative Patrick Hatlestad
Representative Matt Heilman
Representative Dawson Holle
Representative Jim Jonas
Representative Lawrence R. Klemin
Representative Motschenbacher
Representative Mitch Ostlie
Representative Nico Rios
Representative Nathan Toman
Representative Jonathan Warrey
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House Political Subdivisions Committee
HB 1508

February 3, 2023

Page 2

Roll Call Vote: 13 Yes 1 No 0 Absent
Meeting closed at 11:02 AM.

Delores Shimek, Committee Clerk

Carrier: Rep. Heilman



Com Standing Committee Report Module ID: h_stcomrep_02_101
February 3, 2023 11:04AM Carrier: Heilman

REPORT OF STANDING COMMITTEE
HB 1508: Political Subdivisions Committee (Rep. Longmuir, Chairman) recommends
DO NOT PASS (13 YEAS, 1 NAY, 0 ABSENT AND NOT VOTING). HB 1508 was
placed on the Eleventh order on the calendar.

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_02_101
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2023 HOUSE STANDING COMMITTEE MINUTES

Appropriations Committee
Brynhild Haugland Room, State Capitol

HB 1508
2/20/2023

Relating to audit fees of state institutions, political subdivisions, and occupational and
professional boards

8:10 AM Chairman Vigesaa- Meeting was called to order and roll call was taken:

Members present; Chairman Vigesaa, Representative Kempenich, Representative B.
Anderson, Representative Brandenburg, Representative Hanson, Representative Kreidt,
Representative Martinson, Representative Mitskog, Representative Meier, Representative
Mock, Representative Monson, Representative Nathe, Representative J. Nelson,
Representative O'Brien, Representative Pyle, Representative Richter, Representative
Sanford, Representative Schatz, Representative Schobinger, Representative Strinden,
Representative G. Stemen and Representative Swiontek.

Members not Present- Representative Bellew

Discussion Topics:
e Verbal Amendment

Representative Longmuir- Introduces the bill.

Representative O'Brien- Gives a verbal amendment to remove the 1/1000 of 1 percent
retroactive, section 1 subsection C subsection 3, leave subsection 4, section 2 subsection 2
taking out amendment, subsection 3, section 3 lines 28, 29 and 30 and section 4 which
is the retroactive application. (#21149)

Representative Nathe- Move to adopt the amendment as stated.

Representative Brandenburg Second the motion

Committee Discussion- Roll call vote

Representatives Vote
Representative Don Vigesaa Y
Representative Keith Kempenich Y
Representative Bert Anderson Y
Representative Larry Bellew Y
Representative Mike Brandenburg Y
Representative Karla Rose Hanson Y
Representative Gary Kreidt Y
Representative Bob Martinson Y
Representative Lisa Meier Y
Representative Alisa Mitskog Y
Representative Corey Mock Y
Representative David Monson Y
Representative Mike Nathe Y




House Appropriations Committee
HB 1508

Feb. 20" 2023

Page 2

Representative Jon O. Nelson
Representative Emily O'Brien
Representative Brandy Pyle
Representative David Richter
Representative Mark Sanford
Representative Mike Schatz
Representative Randy A. Schobinger
Representative Greg Stemen
Representative Michelle Strinden
Representative Steve Swiontek

<K<<<Z<<<<<

Motion Carries 21-1-1
Representative O'Brien Move for a Do Pass as Amended
Representative Monson- Seconds the motion.

Committee discussion- Roll call vote

Representatives
Representative Don Vigesaa
Representative Keith Kempenich
Representative Bert Anderson
Representative Larry Bellew
Representative Mike Brandenburg
Representative Karla Rose Hanson
Representative Gary Kreidt
Representative Bob Martinson
Representative Lisa Meier
Representative Alisa Mitskog
Representative Corey Mock
Representative David Monson
Representative Mike Nathe
Representative Jon O. Nelson
Representative Emily O'Brien
Representative Brandy Pyle
Representative David Richter
Representative Mark Sanford
Representative Mike Schatz
Representative Randy A. Schobinger
Representative Greg Stemen
Representative Michelle Strinden
Representative Steve Swiontek

Motion Carries 20-2-1 Representative Brandenburg will carry the bill
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8:17 AM Chairman Vigesaa Closed the meeting for HB 15018

Risa Berube, Committee Clerk



23.0679.02003 Prepared by the Legislative Council staff for éf‘{
Title.03000 House Appropriations Committee '12)
February 20, 2023 ) N

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1508
Page 1, line 1, replace "sections" with "section"
Page 1, line 1, remove ", 54-10-14, and 54-10-27"
Page 1, line 2, remove "audit fees of state institutions, political subdivisions, and"

Page 1, line 3, replace "occupational and professional boards; and to provide for retroactive
application" with "duties of the state auditor"

Page 1, line 7, remove " - Exception"
Page 1, line 22, remove the overstrike over "the-cost-of the"

Page 1, line 23, remove the overstrike over "audit-and-otherservices-rendered-by-the state

auditer’

Page 1, line 23, remove "one thousandth of one"

Page 1, line 24, remove "percent of the agency's total biennial operating budaet"

Page 3, line 25, remove "Notwithstanding subdivision ¢ of subsection 1 and subdivision d of
subsection 2, the"

Page 3, remove lines 26 and 27
Page 3, line 28, remove "4."

Page 3, remove lines 30 and 31
Page 4, remove lines 1 through 30
Page 5, remove lines 1 through 30
Page 6, remove lines 1 through 30
Page 7, remove lines 1 through 6

Renumber accordingly

Page No. 1, 23.0679.02003



Com Standing Committee Report Module ID: h_stcomrep_33_006
February 20, 2023 12:08PM Carrier: Brandenburg
Insert LC: 23.0679.02003 Title: 03000

REPORT OF STANDING COMMITTEE

HB 1508: Appropriations Committee (Rep. Vigesaa, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS (20
YEAS, 2 NAYS, 1 ABSENT AND NOT VOTING). HB 1508 was placed on the Sixth
order on the calendar.

Page 1, line 1, replace "sections" with "section"

Page 1, line 1, remove ", 54-10-14, and 54-10-27"

Page 1, line 2, remove "audit fees of state institutions, political subdivisions, and"

Page 1, line 3, replace "occupational and professional boards; and to provide for retroactive
application" with "duties of the state auditor"

Page 1, line 7, remove " - Exception"

Page 1, line 22, remove the overstrike over "the-cost-ef-the"

Page 1, line 23, remove the overstrike over "auditand-oetherservicesrendered-by-the-state-

Page 1, line 23, remove "one thousandth of one"

Page 1, line 24, remove "percent of the agency's total biennial operating budget"

Page 3, line 25, remove "Notwithstanding subdivision ¢ of subsection 1 and subdivision d of
subsection 2, the"

Page 3, remove lines 26 and 27
Page 3, line 28, remove "4."

Page 3, remove lines 30 and 31
Page 4, remove lines 1 through 30
Page 5, remove lines 1 through 30
Page 6, remove lines 1 through 30
Page 7, remove lines 1 through 6

Renumber accordingly

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_33_006
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HB 1508



2023 SENATE STANDING COMMITTEE MINUTES

State and Local Government Committee
Room JW216, State Capitol

HB 1508
3/10/2023

Relating to the final disposition of records, mandatory records retention policies for state
agencies, and the administration of employee accounts upon employee departure from
an agency; to declare an emergency.

9:00 AM Chair Roers opened the hearing. Present: Chair Roers, Vice Chair Barta, Sen
Cleary, Sen Estenson, Sen J Lee, and Sen Braunberger.

Discussion Topics:
e Audit fees
Public comments
Independent audits
Checks and balances
Petition audits vs regular audits

Rep O’Brien, Dist 42, bill sponsor testified in support #23609, #23610, #23611, #23595,
#23642.

Rep O’Brien read some of testimony by Kelly Woessner #23424.
Ann Hafner, Paramedic/Operations Chief, Killdeer, ND testified in support #23594.

Josh Gallion, State Auditor, testified opposed and wants time to evaluate supporting
testimony and the amendment #23595. No written testimony.

Additional written testimony:

Jason Asche, Gwinner, ND, in support #23559.

Jayme Tenneson, Lakota, ND in support #23558.

Daryl Dukart, Dunn Center, ND in support #23549.

Kelly Woessner, City Auditor, Parshall, ND in support #23424.
Gerald Waswick, Gwinner, ND in support #22545.

10:37 AM Chair Roers closed the hearing.

Pam Dever, Committee Clerk



2023 SENATE STANDING COMMITTEE MINUTES

State and Local Government Committee
Room JW216, State Capitol

HB 1508
3/17/2023

Relating to duties of the state auditor.

11:22 AM Chair Roers reopened the hearing. Present: Chair Roers, Vice Chair Barta, Sen
Cleary, Sen Estenson, Sen J Lee, and Sen Braunberger.

Discussion Topics:
e State agency audits
e Billings
e Privacy guidelines

Lindsey Slappy, Audit Manager, State Auditor’s Office testified opposed #25713.

Additional written testimony:

Brad Miller, Bismarck, ND opposed #25630
Wanda Sheppard, Ellendale, ND opposed #25633
Darcie Huwe, Wahpeton, ND opposed #25634
Jewell Hamilton, Minot, ND opposed #25677.
Jessica Alonge, Jamestown, ND opposed #25644.
Mike Rott, Anamoose, ND opposed #25640.
Ashley Frederick, Hillsboro, ND neutral #25591
Marvin Lepp, opposed #25719

Jan Wangler, Bismarck, ND #25720

Kathy Monti, opposed #25721

Cathy Brenan, opposed #23767

Bruce Moe, opposed #23768

12:17 PM Chair Roers closed the hearing.

Pam Dever, Committee Clerk



2023 SENATE STANDING COMMITTEE MINUTES

State and Local Government Committee
Room JW216, State Capitol

HB 1508
3/17/2023

Relating to duties of the state auditor.

1: 52 PM Chair Roers reopened the hearing. Present: Chair Roers, Vice Chair Barta, Sen
Cleary, Sen Estenson, Sen J Lee, and Sen Braunberger.

Discussion Topics:
e Communication breakdown
e Petition discretion
e State law requirements
e Confidentiality

Josh Gallion, State Auditor testified opposed with no written testimony.

3:13 PM Chair Roers closed the hearing.

Pam Dever, Committee Clerk



2023 SENATE STANDING COMMITTEE MINUTES

State and Local Government Committee
Room JW216, State Capitol

HB 1508
4/6/2023

Relating to duties of the state auditor.

10:12 AM Chair Roers opened committee work. Present: Chair Roers, Vice Chair Barta,
Sen Cleary, Sen Estenson, Sen J Lee, and Sen Braunberger.

Discussion Topics:
e Committee action
¢ Financial vs performance audit
Chair Roers had amendment #27334 and explained.

Josh Gallion, State Auditor asked a few questions.

Senator Lee moved to adopt Amendment LC 23.0679.03003, #27384, with added language
— including voter registration. Sen Braunberger seconded the motion.

Senators \'4
Senator Kristin Roers
Senator Jeff Barta
Senator Ryan Braunberger
Senator Sean Cleary
Senator Judy Estenson
Senator Judy Lee

ROLL CALL VOTE: YES -6 NO -0 Absent-0 Motion PASSED

e
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Senator Lee moved a DO PASS as Amended. Sen Estenson seconded the motion.

Senators \'4
Senator Kristin Roers
Senator Jeff Barta
Senator Ryan Braunberger
Senator Sean Cleary
Senator Judy Estenson
Senator Judy Lee

ROLL CALL VOTE: YES -6 NO -0 Absent-0 Motion PASSED

e

<< =<=<=<<|g

Senator Roers will carry the bill.
10:29 AM Chair Roers adjourned the meeting.

Pam Dever, Committee Clerk



23.0679.03003 Adopted by the Senate State and Local

Title.04000 Government Committee A\ K
April 6, 2023 o .
Yo"
PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1508 (V)

Page 1, line 2, after "auditor" insert "; and to provide for a legislative management study"

Page 2, after line 20, insert:

e. Report quarterly to the legislative audit and fiscal review committee
regarding:

(1) Communication processes with audited entities and any
changes to the processes;

(2) Billing practices and procedures, including the use of cost
estimates for audits and itemized invoices;

(3) Information on audits completed. including:

Estimated and actual hours and costs: and

(a) Name of the audited organization:;
(b) Organization type:

(c) Audit type;

(d) Audit period;

(e)

(0]

Total audit cost and the total cost as a percentage of the
audited organization's operating budget; and

(4) Audit schedule, including audits performed by private firms and
audits performed by the auditor's office."

Page 2, line 21, overstrike "e." and insert immediately thereafter "f."
Page 2, line 24, overstrike "f." and insert immediately thereafter "g."
Page 2, line 26, overstrike "g." and insert immediately thereafter "h."
Page 3, replace lines 22 and 23 with:

"SECTION 2. LEGISLATIVE MANAGEMENT STUDY - VALIDATION OF
PETITION SIGNATURES. During the 2023-24 interim, the legislative management
shall consider studying the process used to validate signatures submitted on local and
statewide petitions and options to improve the validation process, including voter
registration. The legislative management shall report its findings and
recommendations, together with any legislation required to implement the
recommendations, to the sixty-ninth legislative assembly."

Renumber accordingly

Page No. 1 23.0679.03003



Com Standing Committee Report Module ID: s_stcomrep_61_001
April 7, 2023 8:15AM Carrier: K. Roers
Insert LC: 23.0679.03003 Title: 04000

REPORT OF STANDING COMMITTEE
HB 1508, as engrossed: State and Local Government Committee (Sen. K. Roers,
Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended,
recommends DO PASS (6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING).
Engrossed HB 1508 was placed on the Sixth order on the calendar. This bill does
not affect workforce development.

Page 1, line 2, after "auditor" insert "; and to provide for a legislative management study"”

Page 2, after line 20, insert:

"e. Report quarterly to the legislative audit and fiscal review committee
regarding:

(1) Communication processes with audited entities and any
changes to the processes;

(2) Billing practices and procedures, including the use of cost
estimates for audits and itemized invoices;

(3) Information on audits completed, including:

Estimated and actual hours and costs; and

(a) Name of the audited organization:;
(b) Organization type;

(€) Audit type;

(d) Audit period;

(e)

()

Total audit cost and the total cost as a percentage of the
audited organization's operating budget; and

(4) Audit schedule, including audits performed by private firms and
audits performed by the auditor's office."

Page 2, line 21, overstrike "e." and insert immediately thereafter "f."

Page 2, line 24, overstrike "f." and insert immediately thereafter "g."

Page 2, line 26, overstrike "g." and insert immediately thereafter "h."

Page 3, replace lines 22 and 23 with:

"SECTION 2. LEGISLATIVE MANAGEMENT STUDY - VALIDATION OF

PETITION SIGNATURES. During the 2023-24 interim, the legislative management
shall consider studying the process used to validate signatures submitted on local
and statewide petitions and options to improve the validation process, including voter
registration. The legislative management shall report its findings and

recommendations, together with any legislation required to implement the
recommendations, to the sixty-ninth legislative assembly."

Renumber accordingly

(1) DESK (3) COMMITTEE Page 1 s_stcomrep_61_001



2023 CONFERENCE COMMITTEE

HB 1508



2023 HOUSE STANDING COMMITTEE MINUTES

Political Subdivisions Committee
Room JW327B, State Capitol

HB 1508
4/17/2023
Conference Committee

Relating to audit fees of state institutions, political subdivisions, and occupational and
professional boards; and to provide for retroactive application.

Rep. Fegley, Chairman opened the meeting on HB 1508 at 5:00 PM.

Members present: Chairman Fegley, Rep. Hatlestad, Rep. Warrey; Senator Roers,
Chairman, Senator Barta, Senator Estenson.

Discussion Topics:
e Senate Amendment

Senator Roers: Explained the Senate amendments.
Committee Discussion.

Rep. Warrey: Will work on an amendment.

The meeting closed at 5:12 PM.

Delores Shimek, Committee Clerk



2023 HOUSE STANDING COMMITTEE MINUTES

Political Subdivisions Committee
Room JW327B, State Capitol

HB 1508
4/19/2023
Conference Committee

Relating to audit fees of state institutions, political subdivisions, and occupational and
professional boards; and to provide for retroactive application.

Rep. Fegley, Chairman opened the meeting on HB 1508 at 9:03 PM.

Members present: Chairman Fegley, Rep. Hatlestad, Rep. Warrey; Senator Roers,
Chairman, Senator Barta, Senator Estenson.

Discussion Topics:
e Amendment

Rep. Warrey: Explained the amendment 23.0679.03004. Testimony #27697

Senator Roers moved Senate recede from Senate amendments and amend as follows:
23.0679.03004. Seconded by Senator Estenson

Roll call vote: 6 Yes 0 No 0O Absent
House Carrier: Rep. Warrey Senate Carrier: Senator Roers
The meeting closed at 9:08 PM.

Delores Shimek, Committee Clerk



.4
23.0679.03004 Prepared by the Legislative Council staff for |/ K\

Title.05000 Representative Warrey
April 18, 2023 / f_ /
(A
PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1508 i}’"‘/ 7-23

That the Senate recede from its amendments as printed on pages 1796 and 1797 of the House
Journal and page 1478 of the Senate Journal and that Engrossed House Bill No. 1508 be
amended as follows:

Page 2, line 21, after "e." insert: "Report quarterly to the legislative audit and fiscal review
committee regarding:

(1) Communication processes with audited entities and any
changes to the processes;

(2) Billing practices and procedures, including the use of cost
estimates for audits, an itemized invoicing methodology, and a
defined change order process for audits that exceed the original
estimate;

(3) Information on audits completed. including:

Name of the audited organization;

0

Organization type:

(b)

(c) Audit type;

(d) Audit period:

(e) Estimated and actual hours and costs; and

(f) Total audit cost and the total cost as a percentage of the
audited organization's operating budget: and

(4) Audit schedules, including audits performed by private firms and
audits performed by the auditor's office.

f-"
Page 2, line 24, overstrike "f." and insert immediately thereafter "g."
Page 2, line 26, overstrike "g." and insert immediately thereafter "h."
Page 3, remove lines 22 and 23

Renumber accordingly

Page No. 1 23.0679.03004



Date: 4/19/2023
Roll Call Vote #: 1

2023 HOUSE CONFERENCE COMMITTEE
ROLL CALL VOTES

HB 1508 as engrossed

House Judiciary Committee
Action Taken [ HOUSE accede to Senate Amendments
[0 HOUSE accede to Senate Amendments and further amend
[0 SENATE recede from Senate amendments
SENATE recede from Senate amendments and amend as follows

[1 Unable to agree, recommends that the committee be discharged and a new
committee be appointed

Motion Made by: Senator Roers Seconded by: Senator Estenson
Representatives 4/14 | 4/19 Yes |No Senators 4/14 | 4/19 Yes |No
Rep. Fegley, Chairman X | X X Senator Roers, Chairman X | X X
Rep. Hatlestad X | X X Senator Barta XX X
Rep. Warrey X | X X Senator Estenson X | X X
Total Rep. Vote 3 Total Senate Vote 3
Vote Count Yes: 6 No: 0 Absent: 0
House Carrier Rep. Warrey Senate Carrier Senator Roers
LC Number  23.0679. . 03004 of amendment
LC Number 23.0679. . 05000 of engrossment

Emergency clause added or deleted

Statement of purpose of amendment




Com Conference Committee Report Module ID: h_cfcomrep_02_007
April 19, 2023 1:39PM

Insert LC: 23.0679.03004

House Carrier: Warrey

Senate Carrier: K. Roers

REPORT OF CONFERENCE COMMITTEE
HB 1508, as engrossed: Your conference committee (Sens. K. Roers, Barta, Estenson and
Reps. Fegley, Hatlestad, Warrey) recommends that the SENATE RECEDE from the
Senate amendments as printed on HJ pages 1796-1797, adopt amendments as
follows, and place HB 1508 on the Seventh order:

That the Senate recede from its amendments as printed on pages 1796 and 1797 of the
House Journal and page 1478 of the Senate Journal and that Engrossed House Bill No.
1508 be amended as follows:

Page 2, line 21, after "e." insert: "Report quarterly to the legislative audit and fiscal review
committee regarding:

(1) Communication processes with audited entities and any
changes to the processes;

(2) Billing practices and procedures, including the use of cost
estimates for audits, an itemized invoicing methodology, and a
defined change order process for audits that exceed the
original estimate;

(3) Information on audits completed, including:

Estimated and actual hours and costs; and

(a) Name of the audited organization;
(b) Organization type;

(c) Audit type;

(d) Audit period:;

(e)

)

Total audit cost and the total cost as a percentage of the
audited organization's operating budget; and

(4) Audit schedules, including audits performed by private firms
and audits performed by the auditor's office.

£"
Page 2, line 24, overstrike "f." and insert immediately thereafter "g."
Page 2, line 26, overstrike "g." and insert immediately thereafter "h."
Page 3, remove lines 22 and 23
Renumber accordingly

Engrossed HB 1508 was placed on the Seventh order of business on the calendar.

(1) DESK (2) COMMITTEE Page 1 h_cfcomrep_02_007



TESTIMONY

HB 1508



Summary of Payments from UND to ND State Auditor’s Office since 2010

2/2/23, HB 1508 Neutral Testimony

Below is a table showing audit fees charged to the University of North Dakota since 2010 by audit type.

Supplier State Auditor |-T
Sum of Amount FY Paid .
Audit Type - 2011
Federal Single Audit S 63,648
Financial Audit S 36,345
Performance Audit

Grand Total S 99,993

Financial Audit % Increase

2012
S 37,254 $
S 5,101
$ 42,355 $
2.50%

Federal Financial Audit increase from previous audit period

2013

38,185

38,185

2.50%

BV, SRV SRV, SRV

2014
70,452
39,140

5,356
114,948

2.50%
10.69%

2015
74,578
40,118

114,696

2.50%
5.86%

v n n

2016
S
41,121 S
5,624
46,745 $

2.50%

2017
83,595
42,149 S

125,744 $

2.50%
12.09%

2018

$

43,203 $
$

43,203 $

2.50%

2019
40,556
44,283

5,905
90,744

2.50%
-51.49%

2020

$

60,992 $
6,201

67,193 $

37.73%

2021
124,668 S
76,987 $

201,655 $

26.22%
207.40%

#18549

2022 Grand Total

25,052 $ 482,549
99,681 $ 599,458
S 28,187

124,733 $ 1,110,194

29.48%

From 2011 through 2019 audit fees for the annual financial audit increased by 2.50% per year. In FY 2020, 2021 and 2022 they increased by 37.73%, 26.22% and
29.48% year over year. The Federal Single Audit, which is completed every two years increased by 207.40% from FY 2019 to FY 2021.



Office of the
State Auditor

Vi %

HB 1508

2023-2025 Legislative Session

House Political Subdivisions
February 2, 2023

Good morning, Chairman Longmuir, members of the committee, my name is Joshua Gallion, and | have
the honor of serving as North Dakota’s State Auditor. I'm here today to testify in opposition to HB1508.

This bill does three things:

e |t caps the amount the State Auditor can charge state agencies, political subdivisions,
occupational boards, and the federal government.

e |t removes the ability for the office to charge higher education at all and retroactively we would
need to reimburse the colleges back to 2021.

e And this bill would also require each audit performed by the State Auditor to be reviewed and
approved by a certified public accountant.

#18636



#18674

HB 1508
City of Parshall

February 2, 2023

Chairperson and members of the legislature, | would like to thank you for this opportunity to testify on
behalf of HB1508. | am Kelly Woessner, City Auditor, representing the City of Parshall, and | am here to
tell our story regarding a petition audit performed last year.

On February 23, 2022, the State Auditor’s office released notification to KFYR that the City of Parshall
was to be petition audited (Exhibit “A” copy attached 1 page). | was contacted by friend on February 24,
2022, from out of state that our City was going to be audited. And shortly after, | received a call from
KMOT News for a statement regarding the upcoming petition audit. | was not aware of this at this time,
nor did | have a letter of engagement. It wasn’t until a few days later that | was contacted by the ND
State Auditor’s office, Heath Erickson, that there was a petition filed by the residents of the City of
Parshall to have the City audited. The letter of engagement was not issued until March 7, 2022 (Exhibit
“B” copy attached 5 pages). My first response to Mr. Erickson was obviously this is retaliation against
me. | told him that they had dropped the ball and that | should not have had to hear this from the news
media first. Reason | said this was | had presented a petition audit to have another entity audited in
2020. | petitioned to have an audit done, and | was the only person collecting signatures, so if any one
of the people who signed my petition was asked who circulated it, they could only say it was me. |
asked for information about the petition, and was told that the petition was not able to be released for
me to see. | was told there was only 1 petitioner. | requested that the Auditor’s Office should contact
some of the signors to see if the petition was presented to them by the petitioner, because | felt that it
was not circulated legally and according to the rules set out by the State Auditor’s office. Come to find
out from some of the people who actually signed that petition, the petition was sitting on the desk in
the front office the other business collecting signatures and was also circulated by another person who
did not fill out the affidavit of circulator and have it notarized (Exhibit “C” copy of their process attached
4 pages). The petitioner is the person responsible to send the gathered signatures in to the State
Auditor’s office. All persons who collect signatures are to have a notarized paper stating they were the
circulator. Again, | brought it to the attention of the State Auditors and told them | had proof that it was
not circulated according to their rules. | do know who the petitioner was and | do know who else
circulated the petition, from visiting with residents of our City. | believe that requesting who petitioned
the audit and who signed should be of public record.

| was not against the Audit being performed, and | was ready when they started requesting information
to proceed.

When the audit began, the auditors would send me email requests for information from the City, and |
would return the requested information immediately or within the day. We received the first bill from
the State Auditor’s Office and paid it on April 18, 2022 in the amount of $12,500.00 (Exhibit “D” copy of
bill attached). This process lasted a little over a month. They came to my office for 1 day for a
verification of records, and that is all the time that was spent on site. All documentation was emailed to
their office. On May 20, 2022 | received the final bill from the State Auditor’s office in the amount of



$26,750.00 (Exhibit “E” copy of the bill attached). | presented this to the City Council on June 8, 2022,
for payment and it was not passed for payment. The City regularly has annual audits performed each
year and the State Auditor approves each of these audits. Costs of the audits for the past five years is as
follows:

2016 - $5,800.00 Rath & Mehrer
2017 - $9,300.00 Rath& Mehrer
2018 - $7,000.00 Rath& Mehrer
2019 - $8,300.00 Rath& Mehrer
2020 - $8,800.00 Rath& Mehrer
TOTAL: $39,200.00

This cost from the State Auditor’s was more than what it had cost the City of Parshall for the last 5 years.
The City of Parshall has Rath and Mehrer audit their books every year, so the City does follow the
requirements of NDCC 54-10-14. Our past audits are also reviewed by the State of ND and we pay a fee
for this also.

A press release was made on May 27, 2022, regarding the outcome of the Audit (Exhibit “F” copy
attached). It appeared their only problem was that checks were not voided timely.

There are many small Cities in North Dakota and they would not be prepared or financially able to pay
these prices if a petition audit was executed on them. Most of the reasons given to the State Auditors to
conduct an audit of our City were unjustified and personal from the petitioner, however they still have to
follow up on all inquiries.

To date the City of Parshall has not paid the $26,750.00 and had asked for an opinion from the ND Attorney
General’s Office (Exhibit “G” which is attached). The letter from the Attorney General’s office stated that
they cannot issue an opinion. This leaves the City holding the bill at this time. The outcome of the audit

was good

As shown above, fair and reasonable charges should be around the $8800.00 price, and not almost 5 times
higher.

The findings in the actual audit report were only 4 items, and financials were in good standing (Exhibit “H”
copy attached 7 pages).

Again, a reminder that the ND State Auditors only spent 1 day on site and all other correspondence was
transferred through email and the City of Parshall turned out to be ok, does not justify the cost of
$39,250.00. What happens if another person feels that they would like to petition for another audit to be
done. This could be an ongoing issue for any community.

| want to thank you for this opportunity to tell you our story and hope that this will not happen to other
communities in ND.

| would be happy to address any questions if you would like to call me at (701) 862-3459.

Kelly Woessner, City Auditor, City of Parshall ORNNA NN
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Audit to begin on the City of Parshall

= REQUESTED THROUGH PETITION

= REQUIRED AT LEAST 50

SIGNATURES

= RESULTS TO BE ANNOUNCED ONCE
COMPLETE

Parshall audit (KFYR)
By Brian Gray
Published: Feb. 23, 2022 at 11:44 AM CST

OMY QM
PARSHALL, N.D. (KFYR) - The state auditor’s office is set to begin an audit on the City of Parshall, by request of a citizen-led petition.

An audit of a city by way of a petition is the first of its kind for the state department. The state auditor says the public will receive the results of the
audit once it is complete.

“We look forward to working with the staff of the City of Parshall to address the concerns that were brought to our attention,” said State Auditor

Joshua Gallion.
Copyright 2022 KFYR. All rights reserved.
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These 2 Vegetables Will Kill Your Belly And Arm Fat Overnight!
Health & Welfare

Bismarck School Board member refuses to resign
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PHONE

STATE AUDITOR
701-328-2241

Joshua C, Gallion
FAX
701-328-2345

STATE OF NORTH DAKOTA

wvan.nd,gov/auditor OFFICE OSFYZnECiEI}LE AUDITOR ndsao@nd.gov

400 E. Boulevard Ave. Dept. 117
Bismarck, North Dakota, 58505

March 7, 2022

Kelly Woessner
City Auditor

25 N Main St.
Parshall, ND 58770

Dear Ms. Woessner:

This letter is to inform you of the petition audit of the City of Parshall for the year ended December 31, 2021.
We will audit the financial statements of the governmental activities, the business type activities, the discretely
presented component units, each major fund, and the aggregate remaining fund information that collectively
comprise the basic financial statements of the City of Parshall as of and for the year ended December 31,

2021.

This audit is being conducted pursuant to a petition under North Dakota Century Code (NDCC) 54-10-15,
which is as follows:

Audits of political subdivisions by order of governor or the legislative audit and fiscal review
committee, upon petition, or upon request of the state court administrator.

The state auditor, by duly appointed deputy auditors or other authorized agents, shall audit or review
the books, records, and financial accounts of any political subdivision when ordered by the governor
or the legislative audit and fiscal review committee, requested by the governing board, or upon petition
of at least thirty-five percent of the qualified electors of any political subdivision enumerated in section
54-10-14 voting for the office of governor at the preceding general election or, in the case of school
districts, upon petition of at least thirty-five percent of the qualified electors voting at the
preceding school board election, or upon the request of the state court administrator with respect
to clerk of district court services provided by a county in accordance with chapter 27-05.2. Fees for the
audits must be paid in accordance with the provisions of section 54-10-14.

We have also been engaged to report on supplementary information other than RSI that accompanies City of
Parshall's financial statements. We will subject the following supplementary information to the auditing
procedures applied in our audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America and will provide an
opinion on it in relation to the financial statements as a whole:

e Budgetary Comparison Schedules
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The objective of our audit is the expression of opinions as to whether your financial statements are fairly
presented, in all material respects, in conformity with the modified cash basis of accounting, which is an other
comprehensive basis of accounting, and to report on the fairness of the supplementary information referred to
above when considered in relation to the financial statements as a whole.

Audit Objectives

Our audit will be conducted in accordance with auditing standards generally accepted in the United States of
America and the standards for financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, and will include tests of the accounting records of City of Parshall
and other procedures we consider necessary to enable us to express such opinions. We will issue a written
report upon completion of our audit of City of Parshall 's financial statements. Our report will be addressed to
the city commission of the City of Parshall. We cannot provide assurance that unmodified opinions will be
expressed. Circumstances may arise in which it is necessary for us to modify our opinions or add emphasis-
of-matter or other-matter paragraphs. If our opinions on the financial statements are other than unmodified, we
will discuss the reasons with you in advance. If, for any reason, we are unable to complete the audit or are
unable to form or have not formed opinions, we may decline to express opinions or issue reports, or may
withdraw from this engagement.

We will also provide a report (that does not include an opinion) on internal control related to the financial
statements and compliance with the provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a material effect on the financial statements as required by Government
Auditing Standards. The report on internal control and on compliance and other matters will include a
paragraph that states (1) that the purpose of the report is solely to describe the scope of 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 on compliance, and (2) that the report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and compliance.
The paragraph will also state that the report is not suitable for any other purpose. If during our audit we become
aware that City of Parshall is subject to an audit requirement that is not encompassed in the terms of this
engagement, we will communicate to management and those charged with governance that an audit in
accordance with U.S. generally accepted auditing standards and the standards for financial audits contained
in Government Auditing Standards may not satisfy the relevant legal, regulatory, or contractual requirements.

The audit of the financial statements does not relieve management or those charged with governance of their
responsibilities.

Management Responsibilities

Management is responsible for the basic financial statements and all accompanying information as well as all
representations contained therein. As part of the audit, we will assist with preparation of your financial
statements and related notes. You are responsible for making all management decisions and performing all
management functions relating to the financial statements and related notes and for accepting full
responsibility for such decisions. You will be required to acknowledge in the written representation letter our
assistance with preparation of the financial statements and that you have reviewed and provided the financial
statements and related notes prior to their issuance and have accepted responsibility for them. Further, you
are required to designate an individual with suitable skill, knowledge, or experience to oversee any non-audit
services we provide and for evaluating the adequacy and results of those services and accepting
responsibility for them.

Management is responsible for establishing and maintaining effective internal controls, including evaluating
and monitoring ongoing activities, to help ensure that appropriate goals and objectives are met; following
laws and regulations; and ensuring that management is reliable and financial information is reliable and
properly reported. Management is also responsible for implementing systems designed to achieve
compliance with applicable laws, regulations, contracts, and grant agreements. You are also responsible for
the selection and application of accounting principles, for the preparation and fair presentation of the financial
statements in conformity with the modified cash basis of accounting, which is an other comprehensive basis
of accounting, and for compliance with applicable laws and regulations and the provisions of contracts and
grant agreements.

Management is also responsible for making all financial records and related information available to us and
for the accuracy and completeness of that information. You are also responsible for providing us with (1)
access to all information of which you are aware that is relevant to the preparation and fair presentation of
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the financial statements, (2) additional information that we may request for the purpose of the audit, and (3)
unrestricted access to persons within the government from whom we determine it necessary to obtain audit
evidence. Since most of our audit documentation becomes public information, you are also responsible for
notifying us of any confidential information you provide us so that we can properly safeguard such
confidential information.

It is the policy of the State Auditor to use the State’s Secure File Transfer System
(https://secure.intranetapps.nd.gov/itd/filetransfer/login.htm) when sending or receiving audit client computer
files. If you need assistance with this system, please notify us. Computer files should not be e-mailed to
auditors.

Your responsibilities include adjusting the financial statements to correct material misstatements and for
confirming to us in the written representation letter that the effects of any uncorrected misstatements
aggregated by us during the current engagement and pertaining to the latest period presented are
immaterial, both individually and in the aggregate, to the financial statements taken as a whole.

You are responsible for the design and implementation of programs and controls to prevent and detect fraud,
and for informing us about all known or suspected fraud affecting the government involving (1) management,
(2) employees who have significant roles in internal control, and (3) others where the fraud could have a
material effect on the financial statements. Your responsibilities include informing us of your knowledge of
any allegations of fraud or suspected fraud affecting the government received in communications from
employees, former employees, Grantors, regulators, or others. In addition, you are responsible for
identifying and ensuring that the government complies with applicable laws, regulations, contracts,
agreements, and Grants and for taking timely and appropriate steps to remedy fraud and noncompliance
with provisions of laws, regulations, contracts or grant agreements, or abuse that we report.

You are responsible for the preparation of the supplementary information in conformity with the modified cash
basis of accounting, which is an other comprehensive basis of accounting. You agree to include our report on
the supplementary information in any document that contains and indicates that we have reported on the
supplementary information. You also agree to include the audited financial statements with any presentation
of the supplementary information that includes our report thereon. Your responsibilities include acknowledging
to us in the written representation letter that (1) you are responsible for presentation of the supplementary
information in accordance with the modified cash basis of accounting, which is an other comprehensive basis
of accounting; (2) you believe the supplementary information, including its form and content, is fairly presented
in accordance with the modified cash basis of accounting, which is an other comprehensive basis of
accounting; (3) the methods of measurement or presentation have not changed from those used in the prior
period (or, if they have changed, the reasons for such changes); and (4) you have disclosed to us any
significant assumptions or interpretations underlying the measurement or presentation of the supplementary
information.

Management is responsible for establishing and maintaining a process for tracking the status of audit findings
and recommendations. Management is also responsible for identifying for us previous financial audits,
attestation engagements, performance audits or other studies related to the objectives discussed in the Audit
Objectives section of this letter. This responsibility includes relaying to us corrective actions taken to address
significant findings and recommendations resulting from those audits, attestation engagements, performance
audits, or other studies. You are also responsible for providing management’s views on our current findings,
conclusions, and recommendations, as well as your planned corrective actions, for the report, and for the
timing and format for providing that information.

Professional standards require us to be independent with respect to City of Parshall in the performance of
our services. Any discussions that you have with personnel of our office regarding employment could pose a
threat to our independence. Therefore, we request that you inform us prior to any such discussions so that
we can implement appropriate safeguards to maintain our independence.

Other Services

We will also assist in preparing the financial statements and related notes of City of Parshall in conformity with
the modified cash basis of accounting based on information provided by you. These non-audit services do not
constitute an audit under Government Auditing Standards and such services will not be conducted in
accordance with Government Auditing Standards. We will perform the services in accordance with applicable
professional standards. The other services are limited to the financial statement services previously defined.
We, in our sole professional judgment, reserve the right to refuse to perform any procedure or take any action
that could be construed as assuming management responsibilities.



Audit Procedures-General

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; therefore, our audit will involve judgment about the number of transactions to be examined and
the areas to be tested. 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 will plan and perform the audit to obtain reasonable rather than
absolute assurance about whether the financial statements are free of material misstatement, whether from
(1) errors, (2) fraudulent financial reporting, (3) misappropriation of assets, or (4) violations of laws or
governmental regulations that are attributable to the entity or to acts by management or employees acting on
behalf of the entity. Because the determination of abuse is subjective, Government Auditing Standards do not
expect auditors to provide reasonable assurance of detecting abuse.

Because of the inherent limitations of an audit, combined with the inherent limitations of internal control, and
because we will not perform a detailed examination of all transactions, there is a risk that material
misstatements or noncompliance may exist and not be detected by us, even though the audit is properly
planned and performed in accordance with U.S. generally accepted auditing standards and Government
Auditing Standards. In addition, an audit is not designed to detect immaterial misstatements or violations of
laws or governmental regulations that do not have a direct and material effect on the financial statements.
However, we will inform the appropriate level of management of any material errors, any fraudulent financial
reporting, or misappropriation of assets that come to our attention. We will also inform you of any violations of
laws or governmental regulations that come to our attention, unless clearly inconsequential. Our responsibility
as auditors is limited to the period covered by our audit and does not extend to any later periods for which we
are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the
accounts and may include tests of the physical existence of inventories, and direct confirmation of receivables
and certain other assets and liabilities by correspondence with selected individuals, creditors, and financial
institutions. We will request written representations from your attorneys as part of the engagement, and they
may bill you for responding to this inquiry. At the conclusion of our audit, we will also require certain written
representations from you about the financial statements and related matters.

Audit Procedure-Internal Controls

Our audit will include obtaining an understanding of the entity and its environment, including internal control,
sufficient to assess the risk of material misstatement of the financial statements and to design the nature,
timing, and extent of further audit procedures. Tests of controls may be performed to test the effectiveness of
certain controls that we consider relevant to preventing and detecting errors and fraud that are material to the
financial statements and to preventing and detecting misstatements resulting from illegal acts and other
noncompliance matters that have a direct and material effect on the financial statements. Our tests, if
performed, will be less in scope than would be necessary to render an opinion on internal control and,
accordingly, no opinion will be expressed in our report on internal control issued pursuant to Government
Auditing Standards.

An audit is not designed to provide assurance on internal control or to identify significant deficiencies.
However, during the audit, we will communicate to management and those charged with governance internal
control related matters that are required to be communicated under AICPA professional standards and
Government Auditing Standards.

Audit Procedure-Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we will perform tests of City of Parshall's compliance with the provisions of applicable laws,
regulations, contracts, agreements, and Grants. However, the objective of our audit will not be to provide an
opinion on overall compliance and we will not express such an opinion in our report on compliance issued
pursuant to Government Auditing Standards.

Audit Administration, Fees, and Other

We understand that your employees will prepare all cash or other confirmations we request and will locate any
documents selected by us for testing, as well as prepare any requested supporting schedules.
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GAAS require that we communicate certain additional matters related to the conduct of our audit to those
charged with governance. Such matters include (1) our responsibilities under auditing standards generally
accepted in the United States of America; (2) an overview of the planned scope and timing of the audit; (3)
significant findings from the audit, including, among others: (a) the initial selection of and changes in significant
accounting policies and their application; (b) the process used by management in formulating particularly
sensitive accounting estimates and the basis for our conclusions regarding the reasonableness of those
estimates; (c) significant difficulties that we encountered in dealing with management related to the
performance of the audit; (d) audit adjustments that could, in our judgment, either individually or in the
aggregate, have a significant effect on your financial reporting process and uncorrected misstatements of the
financial statements that were determined by management to be immaterial, both individually and in the
aggregate, to the financial statements taken as a whole; (e) any disagreements with management, whether or
not satisfactorily resolved, about matters that individually or in the aggregate could be significant to the financial
statements or our report;(j) management representations; (g) our views about matters that were the subject of
management's consultation with other accountants about auditing and accounting matters; (h) major issues
that were discussed with management in connection with the retention of our services, including, among other
matters, any discussions regarding the application of accounting principles and auditing standards, and if
applicable, events or conditions indicating there could be a substantial doubt about the entity's ability to
continue as a going concern for a reasonable period of time; and (4) other matters as considered necessary
or required to be communicated under professional standards.

If you intend to publish or otherwise reproduce the financial statements and make reference to our office, you
agree to provide us with printers' proofs or masters for our review and approval before printing. You also agree
to provide us with a copy of the final reproduced material for our approval before it is distributed.

The audit documentation for this engagement is the property of the Office of the State Auditor. Once an audit
is complete most of our audit documentation is public information. This audit documentation is therefore subject
to inspection in our office with prior authorization by the State Auditor, Director, or Audit Managers. Any
confidential information or data in our work papers will be safeguarded from public disclosure. Management is
responsible for informing us of any confidentiality provisions related to documentation provided to the State
Auditor’s Office.

We expect to begin our audit in March 2022 and to issue our reports upon completion. Heath Erickson, CPA will
be the audit manager and is responsible for supervising the engagement.

Our fee for these services will be at our standard hourly rates plus travel and other out-of-pocket costs. Our
standard hourly rates vary according to the degree of responsibility involved and the experience level of the
personnel assigned to your audit.

Government Auditing Standards require that we provide you with a copy of our most recent external peer
review report or any letter of comment, and any subsequent peer review reports and letters of comment
received during the period of the contract. Copies of our latest peer review reports may be found online at
https://www.nd.gov/auditor/about-us/peer-review-reports

We believe this letter accurately summarizes the significant terms or our engagement. If you have any
questions, please let us know.

Very truly yours,

Heath Erickson, CPA
Audit Manager
Division of Local Government Audit
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STATE OF NORTH DAKOTA
. OFFICE OF THE STATE AUDITOR
www.nd.gov/auditor STATE CAPITOL
600 E. Boulevard Ave. Dept. 117
Bismarck, North Dakota, 58505

PETITION FOR FINANCIAL AUDIT

PHONE
701-328-2241

FAX
701-328-2345

ndsao@nd.gov

We, the undersigned, being qualified electors request an audit authorized by North Dakota Century Code 54-10-15. The state auditor shall audit and review the

books, records, and financial accounts of
Code 54-10-14.

This audit will be charged to the political subdivision that is the subject of this petition

as set forth in North Dakota Century Code 54-10-15.

CHIEF PETITIONER

The following is the name and address of the qualified elector of the political subdivision who, as the chief petitioner for the petitioners, represents and acts for

the petitioners in accordance with law:

Top three (3) major concerns

, Which is a political subdivision enumerated in North Dakota Century

Name:

Address: 1)
City: , ND Zip:

Contact #: 2)

Contact Email:




BEFORE COLLECTING SIGNATURES, PLEASE FILL OUT THE ABOVE INFORMATION AND ’:’:t Z
E-MAIL OR MAIL TO THE STATE AUDITOR’S OFFICE AT:

Mail: NDSAO Email: NDSAO@ND.GOV

600 E. Blvd. Ave. Dept. 117
Bismarck, ND 58505

The State Auditor’s Office will notify you at the above contact information provided, that the petition has been
approved and can be circulated for signatures. Do not start collecting signatures until our office has let you know
approval status.

INSTRUCTIONS FOR PETITION

HOW TO CIRCULATE: Each individual Petition must be circulated in its entirety with the completed information shown above and must be
made available to each signer at the time of signing. Each person collecting signatures shall sign and have his or her signature on the
petition notarized affirming that the signatures are of qualified electors.

Only qualified electors of the political subdivision may sign the petition. In addition to signing and printing the person's name, petition signers
shall include: the date of signing; their complete residential address to include the name of the North Dakota city and its corresponding
ZIP code.

For a petition to be sufficient, it must contain signatures from at least thirty-five percent of the qualified electors of any political subdivision
enumerated in section 54-10-14 voting for the office of governor at the preceding general election or, in the case of school districts, upon
petition of at least thirty-five percent of the qualified electors voting at the preceding school board election.

Incomplete information provided by petition signers will invalidate such signatures.

WHO FILES: The Petition must be submitted by the chief petitioner to the State Auditor before the petitions are circulated and after signatures
have been gathered.

WHEN TO FILE: 180 days from the approval of the petition for circulation by the State Auditor’s Office.
ASSISTANCE: Questions regarding the Petition may be directed to the State Auditor’s office at (701) 328-2241.



We, the undersigned, being qualified electors request an audit authorized by North Dakota Century Code 54-10-15. The state auditor shall audit and review the ﬂ/—g

books, records, and financial accounts of , which is a political subdivision enumerated in North Dakota Century
Code 54-10-14.

INSTRUCTIONS TO PETITION SIGNERS

You are being asked to sign a petition. You must be a qualified elector. This means you are eligible to vote in the political subdivision subject to this petition. All

signers shall legibly print their name, complete residential address, and the date of signing on the petition. Every qualified elector signing a petition must do so in
the presence of the individual circulating the petition.

QUALIFIED ELECTORS

Month/Day PRINTED SIGNED N )
t Z
Near Name of Qualified Elector Name of Qualified Elector Residantial Address City, Stata, ZIP Cone

10

1"

12

13

14




State of North Dakota Ll

County of

(County where signed)

I* , being sworn, say that | am a qualified elector; that | reside at
(circulator)

(address)

that each signature contained on the attached petition for the state auditor to audit and review the books, records, and financial accounts of

was executed in my presence; and that to the best of my knowledge and belief each individual whose

signature appears on the attached petition is a qualified elector; and that each signature contained on the attached petition is the genuine
signature of the individual whose name it purports to be.

(Signature of circulator)

Subscribed and sworn to before me on , 20 , at , North Dakota
(city)

(Notary Stamping Device)

(Signature of notarial officer)
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INVOICE D

Please Remit To:
Office of the State Auditor
600 East Boulevard - Dept. 117
Bismarck ND 58505-0400
United States

Bill To:

CITY OF PARSHALL
Governing Board
PO BOX 159
PARSHALL ND 58770

IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII

| For billing questions, please call 701-328-2241

Page: 1

Invoice No: SA0000017837

Invoice Date: 03/22/2022

Customer Number: 31120

Payment Terms: Due Immed

Due Date: 03/22/2022
AMOUNT DUE:

12,500.00 USD

Amount Remitted

kP 035815
‘f)d -1 0332 |

Line Adj ldentifier Description Quantity UOM Unit Amt Net Amount
1 POLITICAL SUB Political Sub Audits 1.00 EA 12,500.00 12,500.00
PROGRESS BILL #1 - YEAR ENDED 2021
PLEASE RETURN TOP PORTION WITH PAYMENT. THANK YOU!
SUBTOTAL: 12,500.00
| TOTAL AMOUNT DUE : 12,500.00
Original

STANDARD
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INVOICE

Please Remit To: Page: 1

office of the State Auditor Invoice No: SA0000017969

600 East Boulevard - Dept. 117 Invoice Date: 05/20/2022

Bismarck ND 58505-0400 Customer Number: 31120

United States Payment Terms: Due Immed

Due Date: 05/20/2022

Bill To:

CITY OF PARSHALL AMOUNT DUE: 26,750.00 USD

Governing Board

PO BOX 159 PAST DUE

PARSHALL ND 58770

Amount Remitted
IIIIII|IIIIIIII”III“llllll”ll
| For billing questions, please call 701-328-2241 ]
Line Adj _Identifier Description Quantity UOM Unit Amt Net Amount
1 POLITICAL SUB Political Sub Audits 1.00 EA 26,750.00 26,750.00
FINAL BILL - YEAR ENDED 2021
PLEASE RETURN TOP PORTION WITH PAYMENT. THANK YOU!
SUBTOTAL: 26,750.00
| TOTAL AMOUNT DUE : 26,750.00

STANDARD Original
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by: Brendan Rodenberg
Posted: May 27, 2022 / 12:35 PM CDT

Updated: May 27, 2022 / 02:55 PM CDT
SHARE
Parshall audit reveals delayed financial statements

The North Dakota State Auditor’s Office recently finished its audit on the City of
Parshall.

In February, the office received a citizen petition request to look at the city’s
books. Under state law, the auditor’s office can be called to audit or review a
political subdivision if enough qualified voters of that entity request the audit. In
Parshall’s case, the petition required 50 valid signatures to obtain the audit or
review.

The Auditor’s Office found one main issue: concerns regarding the city’s failure to
properly file and void checks at an appropriate time.

The office noted such a failure makes accurately reporting the city’s finances
extremely difficult, which could potentially cause the finances to be
misrepresented.

State Auditor take to Parshall after citizen petition

The auditor requested Parshall begin to void their checks in a more timely
manner in the general ledger, in order to ensure reporting of cash and expenses
is done as quickly and as accurately as possible.

Normally, state audits occur once a year, but special audits can take place when
requested by citizens through petitions requesting the State Auditor’s office to
perform an in-depth audit of a city or other government entity outside of the
designated times. In this case, a successful citizen petition effort was what led to

Parshall’s audit.



na
STATE OF NORTH DAKOTA é

OFFICE OF ATTORNEY GENERAL

www.attorneygeneral.nd.gov
(701) 328-2210

Drew H. Wrigley
ATTORNEY GENERAL

December 2, 2022

Mr. William E. Woods Jr.
City of Parshall

Box 159

Parshall, ND 58770-0159

Dear Mr. Woods,

In June you requested an opinion from this office regarding issues surrounding an audit
conducted by the North Dakota State Auditor’s office. The audit was done pursuant to a petition
as set forth in N.D.C.C. § 54-10-15(1). You take issue with whether the circulator witnessed the
people signing the petition. You ask what agency is responsible for verifying the contents of a
petition. The petition is filed with the State Auditor, so it is the office that has the responsibility
to judge whether any filed petition meets the requirements of the statute. The statute, however,
is silent regarding whether a circulator must witness the signatures. The only requirement set out
in the statute is that the petition is signed by at least thirty-five percent of the electors of any
political subdivision. , .for office of governor.! The responsibility to verify that requirement is
with the Auditor’s Office.

You also dispute the bill received by the State Auditor. The law allows the State Auditor to
charge an amount equal to the fair value of the audit. This office cannot issue an opinion
resolving factual issues.? Therefore, we cannot determine whether the auditor’s bill represents
the fair market value of an audit. As we discussed previously, concerns about the authority of the
State Auditor should be addressed with your legislative representative. If you take issue with the
audit amount, you should contact the State Auditor to come to a resolution regarding the amount

owed.
\Sﬂc/elrely,
ary Kagelsch

Assistant\Attorney General

N.D.C.C. § 54-10-15(1).
2N.D.A.G. 2004-L-49; N.D.A.G. 2002-F-07; N.D.A.G. 94-L-327.
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Bismerck, Norih Lakota, 58505

GOVERNANCE COMMUNICATION

May 23, 2022

Board of City Councilmembers
City of Parshall
Parshall, North Dakota

We have audited the financial statements of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Parshall, North Dakota, for the year ended December 31,
2021. Professional standards require that we provide you with information about our responsibilities under generally
accepted auditing standards (and, if applicable, Government Auditing Standards and the Uniform Guidance), as well as
certain information related to the planned scope and timing of our audit. We have communicated such information in our
letter to you dated March 7, 2022 Professional standards also require that we communicate to you with the following
information related to our audit.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by City of Parshall are described in Note 1 to the financial statements. No new accounting policies were
adopted and the application of existing policies was not changed during 2021. We noted no transactions entered into by
the City of Parshall during the year for which there is a lack of authoritative guidance or consensus. All significant
transactions have been recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements presented by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events. Certain
accounting estimates are particularly sensitive because of their significance to the financial statements and because of
the possibility that future events affecting them may differ significantly from those expected. The most sensitive estimate
affecting the governmental activities financial statements were:

Management's estimate of the useful lives of capital assets is based on past history of each classification of

capital assets. We evaluated the key factors and assumptions used to develop the useful lives of capital assets
in determining that it is reasonable in relation to the financial statements taken as a whole.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.
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CITY OF PARSHALL Z
Governance Communication - Continued

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other
than those that are trivial, and report them to the appropriate level of management. Management has corrected all such
misstatements. The schedule lists all misstatements provided by management or detected as a result of audit procedures
that were corrected by management.

Client Provided Adjustments Audit Adjustments Total Adjustment

Governmental Activities Debit Credit Deblt Credit Debit Credit

Capital Assets, Net - - 2,061,023 - 2,061,023 -
Cash 6,958 - - - 6,958.00 -
Net Position - Jan 1 - 6,958 - 2,061,023 - 2,067,981

To record depreciation expense
Depreciation Expense - - 87,091 - 87,091 -
Accumulated Depreciation - - - 87,091 - 87,091

To record capital asset additions
Capital Assets - - 59,841 - 59,841 -
Expenditures - - - 59,841 - 59,841

General Fund

To record prior period erors PPA

Cash 6,958 - - - 6,958 -
Fund Balance - Jan 1 - 6,958 - - - 6,958

To record woids
Cash - - 9,298 9,298

Expenditures - - - 9,298 - 9,298

To record change in due from other funds
Cash - - 114,682 - 114,682 -

Due from other funds - - - 114,682 - 114,682

Special Revenue Fund

To record woids
Cash = s 2,369 2,369 -

Expenditures - - - 2,369 - 2,369

Business Type Activities
|
Capital Assets, Net 117,313 - - - 117,313 -
Net Position - Jan 1 - 117,313 - i - 117,313

To record change in due to other funds
Due to Other Funds - - 114,682 - 114,682 -

Net Position - Unrestricted - - - 114,682 - 114,682

Water Fund

To record woids
Cash - - 114,682 114,682

Expenditures - - - 114,682 - 114,682

jtal

To record capital asset PPA
Capital Assets, Net 117,313 - - 117,313 -

Net Position - Jan 1 - 117,313 - - = 117,313

Fiduciary Activities

To record custodial funds PPA

Cash 72,059 - - - 72,059 -
Net Position - Jan 1 - 72,059 - - - 72,059

Component Unit - Airport

To record Airport PPA

Net Position - Jan 1 1,481,164 - 1,481,164 s
Capital Assets - 1,198,372 - 1,198,372
Cash - 282,792 - 282,792
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CITY OF PARSHALL
Governance Communication - Continued

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter, whether or not
resolved to our satisfaction, concerning a financial accounting, or reporting matter that could be significant to the financial
statements or the auditor's report. We are pleased to report that no such disagreements arose during the course of our
audit.

Management Representations

We have requested certain representations from management that are included in the management representation letter
dated May 23, 2022.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting
principle to the City's financial statements or a determination of the type of auditor's opinion that may be expressed on
those statements, our professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards, with
management each year prior to retention as the governmental unit's auditors. However, these discussions occurred in
the normal course of our professional relationship and our responses were not a condition to our retention.

Other Matters

We were engaged to report on budgetary comparison schedules, and notes to the supplementary information, which
accompany the financial statements but are not RSI. With respect to this supplementary information, we made certain
inquiries of management and evaluated the form, content, and methods of preparing the information to determine that
the information complies with accounting principles generally accepted in the United States of America, the method of
preparing it has not changed from the prior period, and the information is appropriate and complete in relation to our
audit of the financial statements. We compared and reconciled the supplementary information to the underlying
accounting records used to prepare the financial statements or to the financial statements themselves.

Restriction on Use

This information is intended solely for the use of the City Commissioners and management of City of Parshall, and is not
intended to be, and should not be, used for any other purpose. We would be happy to meet with you and any member
of your staff to discuss any of the items in this letter in more detail if you so desire.

Thank you and the employees of City of Parshall for the courteous and friendly assistance we received during the course
of our audit. It is a pleasure for us to be able to serve City of Parshall.

18/

Joshua C. Gallion
State Auditor

Bismarck, North Dakota
May 23, 2022
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CITY OF PARSHALL
Schedule of Audit Findings
For the Year Ended December 31, 2021

2021-001 SEGREGATION OF DUTIES — MATERIAL WEAKNESS

Condition

The City Auditor is responsible for the primary accounting functions. A lack of segregation of duties exists as one
employee is responsible to collect monies, issue checks, send checks to vendors, record receipts and disbursements in

journals, maintain the general ledger, and prepare financial statements.

Effect

The lack of segregation of duties increases the risk of material misstatement to the City of Parshall's financial condition,
whether due to error or fraud.

Cause

Management has chosen to allocate its economic resources to other functions of the City of Parshall.

Criteria

According to the COSO framework, proper internal control surrounding custody of assets, the recording of transactions,
reconciling bank accounts and preparation of financial statements dictates that there should be sufficient accounting
personnel, so duties of employees are properly segregated. The segregation of duties would provide better control over

the assets of the city.

Prior Recommendation

Yes

Recommendation

To mitigate the risk associated with this lack of segregation of duties, we will recommend the following:
. Financial statements and credit memos should be reviewed by a responsible official.

. Where possible, segregate the functions of approval, posting, custody of assets, and bank reconciliations.
. Include the board in reviewing credit memos, manual adjustments, etc.

City of Parshall’s Response

The City is aware of the condition and segregates duties whenever possible. The City agrees with the findings.
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CITY OF PARSHALL
Schedule of Audit Findings — Continued

2021-002 LACK OF SUPPORTING DOCUMENTATION FOR BUDGET ESTIMATES - MATERIAL
NONCOMPLIANCE

Condition

The City of Parshall did not maintain supporting documentation for year-end cash, transfers, and revenues for the 2021
General Fund and Special Revenue Fund budgets.

Effect

The estimates for year-end cash, transfers, and revenues are key components in the tax levy calculation in any budget
year. Thus, the City of Parshall may have improperly calculated the tax levies for the general fund and special revenue

fund.

Cause

The City of Parshall did not maintain supporting documentation for the estimates included in the budgets.

Criteria

N.D.C.C. §57-15-31(1) states, “The amount to be levied by any county, city, township, school district, park district, or
other municipality authorized to levy taxes must be computed by deducting from the amount of estimated expenditures
for the current fiscal year as finally determined, plus the required reserve fund determined upon by the governing board
from the past experience of the taxing district, the total of the following items:

. The available surplus consisting of the free and unencumbered cash balance;
. Estimated revenues from sources other than direct property taxes;
The total estimated collections from tax levies for previous years;

Expenditures that must be made from bond sources;
The amount of distributions received from an economic growth increment pool under section 57-15-61; and
The estimated amount to be received from payments in lieu of taxes on a project under section 40-57.1-03."

~0Qa0UTN

Prior Recommendation
No

Recommendation

We recommend the City of Parshall ensure its compliance with all aspects of N.D.C.C. §57-15-31(1). We further
recommend the City of Parshall review budgeted estimates carefully to ensure supporting documentation exists to
support the estimated amounts used in the preliminary and final budgets prior to approval.

City of Parshall’s Response

The City agrees with the findings. City will create a worksheet to define A-F for year-end closeout.
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CITY OF PARSHALL
Schedule of Audit Findings — Continued

2021-003  CAPITAL ASSET MAINTENANCE- MATERIAL WEAKNESS

Condition

During testing, it was found that street improvement projects in the amount of $2,061,023 were not included in the 2021
capital asset listing. A prior period adjustment to the financial statements was proposed and accepted by the City of

Parshall.

Effect

The financial statements may have been materially misstated if the capital assets had not been adjusted during the audit.

Cause

The City of Parshall's management does not have sufficient procedures in place to ensure the capital asset listing used
to compile the financial statements is accurate and free of material misstatement.

Criteria

The City of Parshall is responsible for the adjusting entries to its annual financial statements and to ensure the financial
statements are reliable, free of material misstatement, and in accordance with the modified cash basis of accounting.

Prior Recommendation
No

Recommendation

We recommend the City of Parshall review the capital asset additions and deletions list at the end of the year to ensure
that the capital asset listing is accurate and free of material misstatement.

City of Parshall’s Response

The Capital assets would be updated when the annual audit by an independent firm would have been completed in
February 2022, as this project was completed last year. City Agrees with findings.
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CITY OF PARSHALL 7
Schedule of Audit Findings — Continued

2021-004 MATERIAL AUDIT ADJUSTMENTS — MATERIAL WEAKNESS

Condition

The City of Parshall included expenditures in the amount of $126,349 in its general ledger that were voided after the last
audit period. Adjustments to the general ledger were proposed and accepted by the City of Parshall.

Effect

The financial statements may have been materially misstated if adjustments have not been made for voided checks in
the general ledger.

Cause

The City of Parshall’s management does not adjust expenditures in the general ledger, for voided checks, in a timely
manner.

Criteria

The City of Parshall is responsible for the adjusting entries to its annual financial statements and to ensure the financial
statements are reliable, free of material misstatement, and in accordance with the modified cash basis of accounting.

Prior Recommendation
No

Recommendation

We recommend that the City of Parshall void checks timely in the general ledger to ensure accurate reporting of cash
and expenditures in each fund.

City of Parshall’s Response

The City of Parshall has an independent audit every year, at which time the outstanding checks are voided and
reconciled. The City will void checks throughout the year as per recommendation. City Agrees with findings.
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NORTH DAKOTA
UNIVERSITY SYSTEM

ACCESS. INNOVATION. EXCELLENCE.

HB1508
House Political Subdivisions Committee
February 2, 2023
David Krebsbach, Vice Chancellor for Administrative Affairs and CFO, NDUS
701.328.4116 | david.krebsbach@ndus.edu

Chair Longmuir and members of the House Political Subdivisions Committee. My name is David
Ktebsbach, and I serve as the Vice Chancellor for Administrative Affairs & Chief Financial Officer
of the North Dakota University System (NDUS). I am here today on behalf of the NDUS and its

eleven institutions to testify in support of HB1508.

The North Dakota University System (INDUS) recently reviewed the systemwide audit fees charged
to each institution by the State Auditor’s Office (SAQO) over the last several fiscal years (FY) and the
funding sources used by each institution to pay for the audit fees. Non-general fund sources available
to the institutions include federal funds and other funds, which are derived from tuition paid by
students & their families. These non-general fund dollars are considered “other funds” in each

institution’s appropriation and are a part of the non-general funds used to calculate audit fees per

NDCC 54-10-01.

Federal funds are generally not ongoing, open-ended funding sources. In many cases the
administrative limits are fully expended and finalized with the federal awarding agency prior to SAO
audits being conducted. Therefore, institutions are unable to charge the prorated audit fees back to
federal grants. As a result, 100% of the audit fees are being paid with tuition dollars provided by

students who attend the institution.

Audit billings to the System Office and Core Technology Services (CTS) include charges for
contracted IT audit services as well as the billings calculated using other fund appropriations. These
other funds in the CTS budget consist of mandatory fees charged to students. Other funds in the

System Office are comprised of shared services initiated in the System Office and billed back to the
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NORTH DAKOTA
UNIVERSITY SYSTEM

ACCESS. INNOVATION. EXCELLENCE.

institutions on a pro-rata basis. Institutions indicate that tuition dollars are used to pay for these shared

services.

While it is within the statute for the SAO to bill NDUS institutions and entities, the practice raises

tuition rates paid by students who attend the institutions. The following table shows audit fees paid

to the SAO by NDUS institutions and entities for FY2018 through FY2023:

NDUS

Entity FY18 FY19 FY20 FY21 FY22 FY23 Grand Total
BSC $10,098 $19,784 $13,289 $ 35,857 $9,987 $ 89,015
CTS 286,335 5,499 291,835
DCB 988 12,987 6,553 6,576 22,919 50,024
DSU 9,807 11,698 10,902 22,634 5,127 60,167
LRSC 1,342 14,014 17,418 7,435 3,354 $15,539 59,102
MasuU 1,970 15,750 3,788 25,956 5,112 28,471 81,047
MiSU 12,060 16,799 14,998 14,590 25,198 83,646
NDSCS 11,388 20,963 7,322 29,516 9,902 17,422 96,513
NDSU 37,213 86,481 102,093 171,190 145,170 542,147
NDUSO 1,071 1,073 10,599 6,712 19,455
UND 43,203 90,744 67,193 201,655 124,733 17,380 544,908
VCSU 7,874 10,631 20,453 8,135 5,452 52,545
WSC 1,249 13,814 17,289 5,609 20,836 58,797
Grand
Total $138,263  $314,739  $291,897 $822,200 $383,289 $78,812  $2,029,200

It is our understanding that higher education audit fees are currently being transferred back to the

State’s general fund because the SAO general fund appropriation covers operational costs.

Section 1 of the bill (page 3 lines 25-27) would eliminate SAO audit fees being charged to the higher
education institutions and entities, such as CTS and the System Office, thereby reducing expenses
that must be paid with students’ tuition dollars. Section 4 would refund institutions for audit fees
paid during the current biennium. As of today, this equates to $462,101 in savings for ND higher

education students and the institutions they attend.

This concludes my testimony. I will stand for questions from Committee members.
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North Dakota
House of Representatives

Leqilative Assembly e

BISMARCK, ND 58505-0360

Representative Emily O’Brien COMMITTEES:
District 42 Appropriations
5021 West Elm Court

Grand Forks, ND 58203-0606

eobrien@ndlegis.gov

February 2, 2023

House Bill 1508

House Political Subdivisions, Chairman Don Longmuir

Chairman Longmuir and members of the Political Subdivisions:

| am Representative Emily O’Brien, from District 42, in Grand Forks, North Dakota.

| served as the Vice Chair for Legislative Audit and Fiscal Review Committee. It was brought to my attention
several times from many individuals their concerns about their audit fees being charged by the State Auditors
Office.

Hence why | have introduced HB 1508. Before | go through the bill — | want to go through several situations that
| have discovered. Many did not want to come forward with concerns of retaliation, so | did random samplings of
the audit fees that the State Auditors Office provided to the Legislative Council. That will be discussed later in

my testimony.

CONCERN 1

Press Releases —

On Tuesday, August 16, 2022 at 3:34 PM the Legislative Audit and Fiscal Review Committee and a handful of
other individuals and agency heads received an email regarding the Department of Human Services’ final audit
report. On the State Auditor's Office Website — there is a News Release, with the time stamp 4:.08 PM “State
Auditor’s Office Holding Press Conference On Department of Human Services Audit Results”. In my opinion, |
do not believe 34 minutes is a sufficient amount of time for any individual to respond to audit findings. There are

several other instances — you can find those on the State Auditor's Office Website.



CONCERN 2

Some North Dakota Counties are delinquent in Audits due to backlog with independent audits. The State
Auditor's Office has rejected audits from one company; in addition, the State Auditor's Office is no longer
accepting audits by one company that conducted audits for 14 counties. These counties then have to pay for the

rejected independent audits and then pay again for another audit to be in compliance.

In 2021, 27 school districts received notifications from the State Auditor's Office regarding audits being
conducted by auditor Harold Rotunda, which were being rejected due to required work paper documentation not
being submitted by Rotunda. The Auditor questioned the methodology of former school auditor Harold Rotunda
and then advised these school districts not to pay the fees to Mr. Rotunda for both audits. Unfortunately, Mr.
Rotunda was not able to tell his side of the story in this article. In previous years, the audit reports accepted by
the State Auditor’s Office were conducted by Mr. Rotunda. The State Auditor’'s Office has continuously stated in
testimony the need for more auditors across the entire state. Last biennium, we appropriated 7 or 8 FTEs for the
auditor’s office. In this session, he is requesting 20 FTEs. | am concerned if we have a private industry willing to
aid in conducting the audits — why are we rejecting them, advising agencies not to pay, and putting these entities

in delinquent status for not having the audits completed?

Please see the attachment of all of the audits accepted by the Auditor’'s Office and completed by Mr. Rotunda.
| could not reach Mr. Rotunda to be here to tell his side of the story — | saw that his office is now closed. | hope

that it is not due to not being paid for the audits he performed that were rejected by the auditor’s office.

CONCERN 3
The City of Parshall was audited by the State Auditor’s Office for reviewing a Petition. | am going to read the

information that | received from the City of Parshall Attorney.

We have paid a partial sum of the total billing from the State Auditor’s Office. We believe that, based upon NDCC

provisions, the Auditor’'s fees are not valid.

SEE:
54-10-14. Political subdivisions - Audits - Fees - Alternative audits and reports.
2. The state auditor shall charge the political subdivision an amount equal to the fair value of the audit

and any other services rendered.



The City of Parshall requested an Attorney General’s Opinion — on Section 2. Language, but they refused to give
an opinion.
The total billing for services, in our opinion, is not in compliance with the statute, as our annual costs for auditor

services were a lot less. Private accounting businesses set the fair value.

The City regularly has annual audits performed each year and the State Auditor approves each of these audits.

Costs of the audits for the past five years is as follows:

2016 - $5,800.00
2017 - $9,300.00
2018 - $7,000.00
2019 - $8,300.00
2020 - $8,800.00
TOTAL: $39,200.00

We paid the sum of $12,500.00 to date on the State Auditor’s bill. Their bill was $39,205.00, which is 5 times the
sum we have paid for audits they approved each year in the past. This audit found virtually nothing wrong, just
a couple of differing interpretations of where money (all totally accounted for) should be recorded and kept. They

should have been able to wrap up their audit in no time at all.

We think the audit should have never happened, if Auditor’s Office did its due diligence in reviewing the Petition.
It was an improperly circulated petition they relied upon, and such did not meet state law, and should have been

rejected.

We have told the Auditors office, that we have no intention to pay any additional funds, and they are free to bring

suit against our City in District Court.

| have spoken to other cities and school districts, that have had dreadful loss of needed funds, paid toward State

Auditor’s fees from audits stemming from persons circulating petitions with no basis for the same.

Finally, Why is State Auditor billing anyway? Their department is fully budgeted, the employees are paid from
their budget, and isn’t this equivocal to double dipping, by charging the citizens of North Dakota basically two

times. Once through state funds, once through municipal funds.

| would like to note that the City of Parshall has Rath & Mehrer CPA issue their audit report. As you will see in
the State Auditor's Office spreadsheet, they have $39,250.00 listed for the Audit Fees, but they have only



received $12,500. Why is there a discrepancy there? Does the chart show what the State Auditor's Office

charged? Not what was received?

CONCERN 4
Morton County:
MORTON COUNTY AUDIT FEES
MORTON COUNTY [STATE AUDITOR

2015 $19,250.00
2016 $19,950.00
2017 $20,950.00
2018 $22,150.00 $12,500.00
2019 $21,650.00 $13,000.00
2020 $21,650.00 $50,000.00
2021 $22,250.00 $13,000.00
2022 $25,450.00 $19,750.00

$173,300.00 $108,250.00

As you will see in the table — there are several inconsistencies each year. Even if we only compared the data
that the Auditor's Office provided for 2018-2022 Morton County’s total would be $113,150 versus the
$108,250.00 the State Auditor’s Office provided. | obtained this information from the following resources: on the
State Auditor Office’s website — they are listed as the issuing entity of Morton Counties Audit. The email provided
to me by the Morton County Auditor lists their audit fees. You will find the audit fees provided to Legislative
Council by the State Auditor’s Office on the large table. | am wondering why the State Auditor’s Office that billed

this political subdivision is different from what the political subdivision provided.

CONCERN 5
Looking at the spreadsheet the State Auditor’s Office provided to Legislative Council — you will observe audit

fees gradually increasing. | have highlighted those for your information.

When reaching out to a random sampling of entities — several stated that they did not know why their audit fees
increased and were shocked that they doubled or in some cases tripled, and several stated that they were told
it was from COVID/ARPA dollars they received. One example — is | contacted the Wahpeton Airport Authority.

Their audit fees were the following:



WAHPETON AIRPORT AUTHORITY
2015
2016
2017
2018 $6,250.00
2019
2020 $8,450.00
2021
2022 $15,750.00

They did not know why their audit fees increased by $2,200 from 2018 to 2020. They did not know why their
audit fees increased by $7,300 from 2020 to 2022 — they had received $1.7 million in federal dollars — but did
not feel it should result in a significant increase in audit fees.

CONCERN 6

City of Williston — | inquired about the fees they were charged in 2018. This is the information that | received:
This was before my time, but the City of Williston entered into a three-year contract with the State 2018 to perform
the audit services in. Upon review of the findings, the State auditors reached out to the media to share the
findings without our knowledge. Typically, media covers serious fraud charges so we were a very surprised the
State even did that.

Additionally, after further discussion and explanation with the auditors, the State retracted some of the findings

they shared with the media. However, the media damaged was already done.

When | took the finance director position in 2020, | reached out to them and we both mutually agreed to pull out

of the contract and depart ways. We sent a bid out and awarded Brady Martz.

CONCERN 7
| received an email from another Representative in our Chamber with concerns about the Cavalier County Job

Development Authority and its audit fees.

Our 2021 audit done in 2022 was $4,600. | had only budgeted $2,200. | budgeted that because the previous
year we were charged $1950 and | wanted small cushion in the event of a small increase. Having the audit more
than double with NO WARNING and after budgets for the year are already set and approved by the commission

is a huge burden on a small budget.

We a small component unit of local government. We should not have that dramatic of a price increase.
Liming what the state auditors can charge and having that amount based on budget so we can accurately predict

the cost is a much needed change that | would support.



When | went to verify their audit fees — they were not listed on the spreadsheet | received from the Auditor's
Office. | discussed this with the Representative. He mentioned that it was signed off by the Department of
Commerce Audit Fees. | went back to the spreadsheet and again — those numbers do not align with what is

listed under the Department of Commerce — why were their audit fees left out of the report?

CONCERN 8

A bill was introduced to address the concerns about the audit fees issued to the Gwinner Rural Fire District and
Rural Killdeer Area Ambulance District. That is House Bill 1129. This bill would not have allowed the State Auditor
to charge audit fees from a firefighter’s relief association, rural fire protection district, or a rural ambulance service
district related to the cost or value of an audit, review or examination of audit reports, work papers, or annual
reports, or any other services rendered. Additionally, provide a retroactive application to audits conducted after
December 31, 2017.

Instead of the bill being heard in this committee, it was announced at 10:30 AM that the hearing would be
postponed. Constituents had traveled to come and testify in support of this bill. A few hours later, the rumors
were that the Auditor wanted to make a deal and would pay the audit fees back if the sponsor withdrew the bill.
We have heard other conversations that this is being taken care of in the Senate — items such as the $250,000
threshold will be increased to $2,000,000 to perform audits, changing “shall” audit to “may” audit, audit fees will
be paid back to Rural Killdeer Ambulance District and Gwinner Rural Fire District OR only going to charge $1,000
or so, start an “audit fund” to cover audit fees paid for by the State to Rural Fire Departments and Rural

Ambulance Districts, and lastly provide some sort of educational information seminar to comply with audits.

Gwinner stated that they never met their auditor face to face- everything was provided to the assigned auditor
via email and through conversations on the phone. Since there is no travel from the auditor based out of Fargo
for this specific audit, and total bill of $17,000 at $68/hour — this would equal to 250 hours for the Gwinner Rural
Fire District. Gwinner Rural Fire District only had 40 checks to review. | am not aware of how many hours

individuals from the Gwinner Rural Fire District spent on providing information.

Gwinner Rural Fire District had to borrow money from the bank to do a fundraiser because the State Auditor
advised that they needed a separate tax account. The Auditor advised that he would help with how to properly

set this up with the Fire Associations — but never followed through.

Gwinner Rural Fire District asked why the Auditor’s Office was so compelled to do a press release. They were

told by the Auditor that the taxpayers deserve to know where their dollars are being spent.



As mentioned above, Gwinner Rural Fire District received a bill for $17,000. The bill was reduced to $11,000.
The community, surrounding communities and constituents that Gwinner Rural Fire District serves made several
comments that the State Auditors Office should not be profiting off the backs of a volunteer group of individuals.

Lastly, Gwinner Rural Fire District heard they would get their money back but have not heard anything since.

CONCERN 9

Rural Killdeer Area Ambulance District

Had a similar situation to the Gwinner Rural Fire District. The Rural Killdeer Area Ambulance District was here
in person, on January 12 to come and testify in support of House Bill 1129 to this committee. They were then

told that the hearing would not be held — with no other details.

| had several conversations with a representative from the Rural Killdeer Area Ambulance District — they were
unaware that the bill was withdrawn. They did not know there was any potential of their audit fees to be
reimbursed without HB 1129.

She is here today to tell her side of the story.

| would like to bring up a few of my concerns—

| observed on social media — comments on a Facebook thread that a public citizen from the Killdeer area had
received confidential information from an employee of the State Auditor’s Office before the audit was complete.
When | inquired more about this, the Rural Killdeer Ambulance District was told that this individual did not have
anything to do with their audit and should not have access to the information. The individual from the Rural
Killdeer Ambulance District provided me with those documents. | have attached those documents from the
Facebook thread and the email the individual from the Auditor's Office sent to the citizen.

The public citizen, stated in a letter to the KAAS Directors and Dunn County Commission “.... And there is an
email attached that he sent yesterday stating the status of the audit. He also told me in a phone call that the
audit was being performed due to serious delinquency of reporting by KAAS and that he had been in contact
with...”

The email from the employee at the State Auditor’s Office stated, “... it has taken way longer than it ever should
have to receive the records from them in order to prepare their financial statements from 2017 thru 2020.
Normally, when we request financial records it takes less than a month (from much larger clients) & they have
taken almost 7 months.” The email went on to say. “If you or any board member wants to know whether they

should get additional money thru an increased mill levy then 15t determine how good of a job they’re doing with



the money they’re currently receiving. Since the audit isn’t completed yet you can’t rely on that but what you can
do is to ask for the December 315, 2021 bank statement & see if it ties to their 2021 year-end financial reports.

If it doesn’t, or they can’t provide it then you know all that you need to know.”

These types of comments can damage any community — large or small. The Rural Killdeer Ambulance District

had an employee resign because of the rumors from these emails.

CONCERN 10

Napoleon School District

Napoleon School paid the State Auditor's Office:

NAPOLEON SCHOOL DISTRICT
NAPOLEON STATE AUDITOR
2019 $29,950.00
2020
2021 $26,500.00 $20,000.00
2022 $27,950.00 $36,450.00
$84,400.00 $56,450.00

Why was the audit in 2022 (1 year audit) roughly the same amount as the audit in 2018 and 20197 Audit in 2020
and 2021 which were both 2 year audits.

You will also observe the discrepancies in the numbers that were provided for the fees.

CONCERN 11
The North Dakota University System reviewed the systemwide audit fees charged to each institution by the State
Auditor's Office over the last several fiscal years and the funding sources utilized by each institution to pay for

the audit fees. All institutions are using tuition revenues to pay for the audits conducted by the State Auditor’'s
Office.

Currently, if the North Dakota University System Institutions need to use General Fund dollars to pay their audit
fees, they must present to the Budget Section to request that the fees be covered by General Fund dollars. In

addition, the State Auditor’s Office is funded by General Fund dollars.

Higher Education Institutions — for the sake of time. | will allow the North Dakota University System to discuss

this more in-depth.



In conclusion, this bill in the current format only allows the State Auditor's Office to charge one-one thousandth
of one percent to agencies, boards and political subdivisions. It removes the ability for the office to charge higher
education at all and retroactively the Auditor’s Office will need to reimburse the Higher Education Institutions
back to 2021. This bill will also require each audit performed by the State Auditor to be reviewed and approved

by a certified public accountant.

| have had many requests of going away with audit fees for all agencies, boards and political subdivisions. This
assembly funds the Auditors Office through General Funds to perform these audits. The fees that are charged
to political subdivisions are deposited into the State Auditor Special Fund Operating Account. | would support

amending this bill even further.

Thank you Chairman Longmuir and members of the committee.



Sum of Inv Amt

Customer Name
BARNES RURAL WATER DISTRICT
BELCOURT PUBLIC SCHOOL DISTRICT #7
BEULAH PUBLIC SCHOOL DISTRICT #27
Bismarck State College

BOARD OF EDUCATION OF THE CITY OF FARGO
BOTTINEAU COUNTY

BURKE COUNTY

BURLEIGH COUNTY

BURLEIGH COUNTY WATER RESOURCE DISTRICT
Career and Technical Education

CASS CO. SOIL CONSERVATION DISTRICT
CASS CO. WATER RESOURCE DISTRICTS
CASS COUNTY

CASSELTON PARK DISTRICT

CAVALIER COUNTY

Center for Tobacco Prevention & Control
CITY OF CANDO

CITY OF DEVILS LAKE

CITY OF HILLSBORO

CITY OF PARSHALL

CITY OF WAHPETON

CITY OF WASHBURN

CITY OF WEST FARGO

CITY OF WILLISTON

Comm. on Legal Counsel for Indigents
Core Technology Services

Corn Utilization Council

Department of Commerce

DEPARTMENT OF ENVIRONMENTAL QUALITY
Department of Financial Institutions
Department of Public Instruction

Department of Transportation

Dept. of Corrections & Rehabilitation
DEVILS LAKE PARK BOARD

DEVILS LAKE PSD #1

DICKEY COUNTY

Dickinson State University

DOC-Roughrider Industries

Dry Pea and Lentil Association

FOSTER COUNTY

GRAND FORKS COUNTY

GRANT COUNTY

GREATER RAMSEY WATER DISTRICT
GRIGGS COUNTY

GWINNER FIRE DISTRICT

Information Technology Department
KILLDEER AREA AMBULANCE DISTRICT
KINDRED PUBLIC SCHOOL DISTRICT NO. 2
LAKE METIGOSHE REC. SERVICE DISTRICT
LAKE REGION DISTRICT HEALTH UNIT

Audit Type
Financial Audit
Financial Audit
Financial Audit
ACEFR - Financial Audit
Performance Audit
Single Audit - Financial Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Performance Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Performance Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Performance Audit
ACFR - Financial Audit
Financial Audit
Performance Audit
Single Audit - Financial Audit
Performance Audit
Performance Audit
Performance Audit
Single Audit - Financial Audit
Performance Audit
Single Audit - Financial Audit
Performance Audit
Financial Audit
Financial Audit
Financial Audit
ACFR - Financial Audit
Performance Audit
Single Audit - Financial Audit
Performance Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Performance Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit

Deposit Account

State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
General Fund

General Fund

General Fund

State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
General Fund

State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
General Fund

State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
General Fund

General Fund

General Fund

General Fund

General Fund

State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
General Fund

State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account

Fiscal Year
FY 2016

3,754.00
5,623.00

9,338.00

1,731.00
3,628.00

1,205.00

3,351.00
5,987.00
6,862.00

FY 2017

3,848.00

25,925.52

9,805.00

3,738.00
2,193.00

3,932.00
132,710.00
24,705.00
94,622.50

3,434.00

10,769.00

3,184.00

20,316.00

FY 2018
15,250.00

3,944.00
5,904.00

22,500.00
19,950.00
25,950.00

6,250.00

11,750.00
22,450.00

18,250.00

23,450.00
22,250.00

24,950.00

27,950.00

1,817.00

2,303.00

3,810.00

25,940.00

6,500.00
15,750.00
41,250.00

3,520.00

6,287.00

24,250.00

14,250.00

15,750.00

FY 2019
15,750.00
20,000.00
19,650.00

4,042.00
15,742.42
24,450.00
23,650.00

6,650.00
80.00
11,750.00
25,550.00
22,250.00

21,350.00

23,650.00

27,250.00
29,950.00

3,925.00

4,129.00

155,782.50

7,666.29
1,265.00
7,000.00
16,495.00
17,500.00
3,631.00

8,067.03

3,343.00

23,900.00

8,500.00

15,200.00

FY 2020
14,500.00
46,450.00
18,950.00

7,090.00
6,199.00

26,750.00
22,950.00
49,450.00

7,350.00

11,500.00
25,450.00
42,500.00

22,000.00

13,500.00
22,650.00

24,500.00

27,500.00
27,000.00

4,377.00

2,418.00

15,950.00
18,750.00
6,000.00
4,301.00
6,601.00

21,000.00

18,900.00

21,332.00

15,250.00
14,350.00

FY 2021
12,950.00
16,000.00

7,678.00
22,400.00
5,778.59
26,750.00
47,750.00
24,950.00
33,200.00
9,750.00

11,500.00
26,000.00
41,950.00

21,750.00

20,950.00
15,000.00

39,450.00

4,999.00
6,700.00

83,412.69
9,700.00
4,000.00

142,668.64

27,237.00

94,125.61
8,400.00

22,250.00

37,250.00
4,316.00

13,100.00
5,217.62
6,400.00

10,000.00

19,250.00

12,500.00

FY 2022
13,750.00
22,950.00

9,987.37

58,250.00
4,000.00
35,500.00
33,000.00
603.84
12,750.00
31,250.00
38,000.00
7,500.00
39,000.00

18,250.00
20,500.00
14,000.00
39,250.00
24,500.00

5,499.35

2,057.85

7,386.97

1,356.60
25,250.00
40,450.00

5,126.64

27,000.00
33,450.00

8,000.00
22,750.00
36,000.00
11,000.00
27,900.00

6,000.00
22,950.00
14,000.00
26,975.00

Grand Total
72,200.00
66,450.00
77,550.00
40,343.37
40,126.00
47,446.53

158,700.00
118,300.00
60,450.00
141,600.00
30,000.00
759.84
59,250.00
130,700.00
144,700.00
7,500.00
122,350.00
19,143.00
31,750.00
111,200.00
51,250.00
39,250.00
101,200.00
69,400.00
55,450.00
27,000.00
3,548.00
14,875.35
14,363.00
8,971.85
83,412.69
7,386.97
17,761.00
11,438.00
431,161.14
77,882.00
196,414.40
3,826.60
37,850.00
98,495.00
142,450.00
27,679.64
31,975.00
24,053.65
6,862.00
12,927.00
37,000.00
102,600.00
8,000.00
50,150.00
36,000.00
11,000.00
69,548.00
6,000.00
86,900.00
28,350.00
55,225.00



Sum of Inv Amt

Customer Name
LAKE REGION LAW ENFORCEMENT CENTER
Lake Region State College

LAMOURE COUNTY

LEC BUILDING MAINTENANCE FUND
LISBON PUBLIC SCHOOL DISTRICT #19
Mayuville State University

MCHENRY COUNTY

MEDINA PUBLIC SCHOOL DISTRICT #3
MERCER COUNTY

Minot State University

MISU Bottineau

MORTON COUNTY
MORTON COUNTY WRD
MOUNTRAIL COUNTY
NAPOLEON PSD #2

ND Adjutant General

ND Aeronautics Commission

ND Ag Experiment Station, NDSU Extension
ND Attorney General

ND Barley Council

ND Beef Commission

ND Council on the Arts

ND Dairy Promotion Commission

ND Department of Agriculture

ND Department of Health

ND Department of Human Services

ND Department of Veteran's Affairs
ND Dry Bean Council

ND Forest Service

ND Game and Fish Department

ND Governor's Office
ND Highway Patrol

ND Historical Society

ND Industrial Commission
ND Insurance Department
ND Judicial Branch

ND Milk Marketing Board
ND Mill and Elevator

ND Parks and Recreation Department
ND Potato Council

ND Racing Commission
ND School for the Blind
ND School for the Deaf
ND Secretary of State

Audit Type
Financial Audit
ACEFR - Financial Audit
Performance Audit
Single Audit - Financial Audit
Financial Audit
Financial Audit
Financial Audit
ACEFR - Financial Audit
Performance Audit
Single Audit - Financial Audit
Financial Audit
Financial Audit
Financial Audit
ACFR - Financial Audit
Performance Audit
Single Audit - Financial Audit
ACFR - Financial Audit
Performance Audit
Single Audit - Financial Audit
Financial Audit
Financial Audit
Financial Audit
Financial Audit
Performance Audit
Single Audit - Financial Audit
Performance Audit
Performance Audit
Performance Audit
Financial Audit
Financial Audit
Performance Audit
Financial Audit
Performance Audit
Performance Audit
Single Audit - Financial Audit
Performance Audit
Single Audit - Financial Audit
Performance Audit
Financial Audit
Performance Audit
Performance Audit
Single Audit - Financial Audit
Performance Audit
Performance Audit
Single Audit - Financial Audit
Performance Audit
Performance Audit
Performance Audit
Performance Audit
Financial Audit
Financial Audit
Performance Audit
Financial Audit
Performance Audit
Performance Audit
Performance Audit
Performance Audit

Deposit Account

State Auditor Special Fund Operating Account
General Fund

General Fund

General Fund

State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
General Fund

General Fund

General Fund

State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
State Auditor Special Fund Operating Account
General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

General Fund

Fiscal Year
FY 2016

1,277.00
4,938.00

1,875.00
4,920.00

6,239.00
5,243.00

941.00
4,446.00

4,698.00
180.00
6,464.00

19,827.00

FY 2017

1,309.00

22,772.56

1,922.00

11,811.10

6,395.00
13,878.08
964.00

10,067.17

472.00
56,602.50
7,294.00
5,759.00
6,573.00
4,816.00

3,381.00
972.00
19,185.00
10,325.00
575,910.00
3,822.00
2,495.00
15,187.00
50,247.50

11,207.00
2,999.00
5,561.00
7,832.00

137.00
2,990.00

20,323.00
5,984.00
5,893.00
5,895.00

552.00

FY 2018

1,342.00

15,000.00

15,950.00
1,970.00

6,555.00
5,505.00

988.00

12,500.00
10,750.00

3,830.00

4,936.00
189.00

1,021.00

10,841.00

5,839.00

144.00

20,831.00
6,283.00

6,190.00

FY 2019
9,750.00
1,376.00
5,185.00
7,453.46

15,950.00

2,019.00
5,166.00
8,564.50

6,719.00
10,080.34
1,013.00
4,668.00
7,305.99
13,000.00

6,047.00
6,901.00
5,060.00

3,550.00
6,787.00

51,552.50

500,458.75
4,014.00
2,620.00

15,947.00
4,316.94

11,767.00
29,892.50
3,148.00

8,224.00

3,140.00
42,704.00

6,188.00

580.00

FY 2020
9,650.00
2,718.00

14,700.00
18,950.00
4,250.00

3,788.00
17,800.00

9,218.00
5,780.00
1,652.00
4,901.00

50,000.00
25,250.00

4,021.00

5,186.00

11,500.00
25,700.00

68,900.00

6,400.00

6,131.00
8,635.00

21,886.00

6,499.00
2,810.00

FY 2021
11,500.00
2,856.00
4,579.29
18,950.00

18,200.00
4,130.00
4,026.05

9,247.00
5,342.87
2,026.00

4,550.49
13,000.00
12,000.00
29,000.00
20,000.00

66,303.89

21,800.00
5,600.00
16,800.00

6,000.00

494,924.88

5,600.00
52,143.96
1,915.95

6,000.00
29,000.00
6,597.00
5,600.00

FY 2022
21,950.00
3,353.70

25,450.00
5,200.00
24,650.00
5,111.95

34,250.00

5,000.00
74,950.00
10,946.82
14,251.56

2,338.29
20,581.05

19,750.00
7,500.00
27,250.00
36,450.00
6,000.00

8,813.31
15,483.60
16,100.00

16,800.00

7,537.12
25,800.00

2,939.30

14,100.00
21,250.00

403.96
34,000.00

5,770.48
1,484.78
2,237.12

Grand Total
52,850.00
14,231.70
24,823.00
34,805.31
94,300.00

9,450.00
58,800.00
20,815.95
27,886.00
24,401.65
34,250.00

5,000.00
74,950.00
55,319.82
30,779.56
29,301.29

9,922.29
34,596.05
21,923.65

108,250.00
55,500.00
56,250.00
56,450.00
6,967.00
122,906.39
23,958.31
37,283.60
27,906.00
19,074.00
58,296.00
369.00
12,931.00
24,751.00
27,693.00
70,737.50
90,066.00
1,571,293.63

7,836.00
10,715.00
13,937.12
56,934.00

106,708.40
751.00
25,913.30
31,808.45

6,147.00
31,631.00
45,941.00

684.96
12,130.00
188,571.00
18,864.00
17,681.00
24,354.48

4,294.78

2,237.12

1,132.00



Sum of Inv Amt Fiscal Year
Customer Name Audit Type Deposit Account FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 Grand Total
ND Securities Department Performance Audit General Fund - 83.00 - 87.00 - - - 170.00
ND Soybean Council Financial Audit General Fund 4,727.00 4,846.00 4,967.00 5,091.00 5,218.00 16,800.00 16,800.00 58,449.00
ND State College of Science ACFR - Financial Audit General Fund 5,221.00 5,352.00 5,486.00 5,623.00 7,322.00 7,243.00 9,901.53 46,148.53
Performance Audit General Fund 5,621.00 - 5,902.00 - 16,300.00 - - 27,823.00
Single Audit - Financial Audit General Fund - 24,230.69 - 15,340.47 - 5,973.48 - 45,544.64
ND University System ACFR - Financial Audit General Fund 954.00 978.00 1,071.00 1,073.00 5,389.00 6,712.00 9,708.07 25,885.07
Performance Audit General Fund - 793.00 - - 833.00 - - 1,626.00
Single Audit - Financial Audit General Fund - 1,558.75 - - - - - 1,558.75
ND Veteran's Home Performance Audit General Fund 7,786.00 - - 8,176.00 14,000.00 - - 29,962.00
ND Wheat Commission Financial Audit General Fund - 4,924.00 - 5,170.00 - 6,700.00 - 16,794.00
NELSON COUNTY Financial Audit State Auditor Special Fund Operating Account - - 18,500.00 - 23,000.00 - 24,500.00 66,000.00
NELSON/GRIGGS DISTRICT HEALTH UNIT Financial Audit State Auditor Special Fund Operating Account - - - - - 13,250.00 - 13,250.00
North Dakota Ethanol Council Financial Audit General Fund - 4,712.50 - 5,289.00 - 6,000.00 - 16,001.50
North Dakota State University ACFR - Financial Audit General Fund 35,135.00 36,313.00 37,213.00 38,136.00 53,793.00 68,378.00 82,700.26 351,668.26
Performance Audit General Fund 40,647.00 - - 5,498.00 31,500.00 - - 77,645.00
Single Audit - Financial Audit General Fund - 30,972.99 - 42,847.26 - 81,011.51 - 154,831.76
OBERON PUBLIC SCHOOL DISTRICT NO. 16 Financial Audit State Auditor Special Fund Operating Account - - - - - 44,950.00 30,950.00 75,900.00
Office of Administrative Hearings Performance Audit General Fund - 5,566.00 5,845.00 - 6,137.00 - 7,223.56 24,771.56
Office of Management and Budget Performance Audit General Fund 19,834.00 - 20,826.00 - 29,000.00 - - 69,660.00
Single Audit - Financial Audit General Fund - - - - - 18,314.74 - 18,314.74
Oilseed Council Financial Audit General Fund - 3,353.00 - 3,521.00 - 6,000.00 - 12,874.00
PARSHALL PUBLIC SCHOOL DISTRICT #3 Financial Audit State Auditor Special Fund Operating Account - - - - - 27,000.00 44,450.00 71,450.00
PEMBINA COUNTY Financial Audit State Auditor Special Fund Operating Account - - - 18,950.00 18,650.00 18,500.00 31,850.00 87,950.00
PIERCE COUNTY Financial Audit State Auditor Special Fund Operating Account - - 19,250.00 6,500.00 31,750.00 17,750.00 23,700.00 98,950.00
Public Service Commission Performance Audit General Fund - 855.00 - 898.00 942.00 - - 2,695.00
RAMSEY COUNTY Financial Audit State Auditor Special Fund Operating Account - - - 17,500.00 20,300.00 31,850.00 6,200.00 75,850.00
RAMSEY COUNTY WRD Financial Audit State Auditor Special Fund Operating Account - - - 2,950.00 - - 5,950.00 8,900.00
RANSOM COUNTY Financial Audit State Auditor Special Fund Operating Account - - 16,250.00 18,500.00 7,000.00 19,250.00 29,950.00 90,950.00
RICHLAND COUNTY Financial Audit State Auditor Special Fund Operating Account - - 20,000.00 11,000.00 10,950.00 48,700.00 29,950.00 120,600.00
ROLETTE COUNTY Financial Audit State Auditor Special Fund Operating Account - - 18,950.00 19,250.00 18,750.00 18,750.00 34,250.00 109,950.00
SIOUX COUNTY Financial Audit State Auditor Special Fund Operating Account - - 18,500.00 21,500.00 - 17,500.00 8,250.00 65,750.00
SOLEN PUBLIC SCHOOL DISTRICT #3 Financial Audit State Auditor Special Fund Operating Account - - - - 4,250.00 36,500.00 7,500.00 48,250.00
SOUTHWEST MULTI-COUNTY CORRECTION CTR. Financial Audit State Auditor Special Fund Operating Account - - 19,500.00 - 12,750.00 - 12,750.00 45,000.00
STARK COUNTY Financial Audit State Auditor Special Fund Operating Account - - 21,000.00 39,450.00 24,000.00 26,500.00 30,950.00 141,900.00
State Seed Department Financial Audit General Fund - 6,861.00 - 7,204.00 - 8,600.00 - 22,665.00
STEELE COUNTY Financial Audit State Auditor Special Fund Operating Account - - 16,500.00 17,600.00 18,500.00 38,450.00 6,500.00 97,550.00
STUTSMAN COUNTY Financial Audit State Auditor Special Fund Operating Account 300.00 - 24,500.00 49,900.00 24,750.00 24,500.00 30,350.00 154,300.00
TOWNER COUNTY Financial Audit State Auditor Special Fund Operating Account - - 25,450.00 - 23,500.00 - 38,250.00 87,200.00
TRAILL COUNTY Financial Audit State Auditor Special Fund Operating Account - - 13,750.00 14,500.00 16,500.00 13,250.00 29,500.00 87,500.00
University of North Dakota ACFR - Financial Audit General Fund 41,121.00 42,149.00 43,203.00 44,283.00 60,992.00 76,987.00 99,681.02 408,416.02
Performance Audit General Fund 5,624.00 - - 5,905.00 6,201.00 19,950.00 25,052.19 62,732.19
Single Audit - Financial Audit General Fund - 83,595.28 - 40,555.65 - 104,717.76 - 228,868.69
Upper Great Plains Transportation Instit Performance Audit General Fund - - - - 10,400.00 - 10,048.91 20,448.91
Valley City State University ACFR - Financial Audit General Fund 2,407.00 2,560.00 2,644.00 2,707.00 4,153.00 4,841.00 5,451.62 24,763.62
Performance Audit General Fund 4,981.00 - 5,230.00 - 16,300.00 - - 26,511.00
Single Audit - Financial Audit General Fund - 10,317.04 - 7,924.12 - 3,294.29 - 21,535.45
WAHPETON AIRPORT AUTHORITY Financial Audit State Auditor Special Fund Operating Account - - 6,250.00 - 8,450.00 - 15,750.00 30,450.00
WALSH COUNTY Financial Audit State Auditor Special Fund Operating Account - - - 31,450.00 25,250.00 33,500.00 23,250.00 113,450.00
Water Commission Performance Audit General Fund 6,022.00 - 6,324.00 - 20,600.00 - - 32,946.00
Single Audit - Financial Audit General Fund - - - - - 15,302.62 - 15,302.62
WEST FARGO PARK DISTRICT Financial Audit State Auditor Special Fund Operating Account - - 13,500.00 14,950.00 14,750.00 15,250.00 15,500.00 73,950.00
WEST FARGO PSD #6 Financial Audit State Auditor Special Fund Operating Account - - 20,500.00 22,950.00 - - - 43,450.00
WILLISTON PUBLIC SCHOOL DISTRICT #1 Financial Audit State Auditor Special Fund Operating Account - - - - - - 14,450.00 14,450.00
Williston State College ACFR - Financial Audit General Fund 1,189.00 1,219.00 1,249.00 1,281.00 2,789.00 3,058.00 3,583.38 14,368.38
Performance Audit General Fund 5,048.00 - - 5,300.00 14,500.00 - - 24,848.00
Single Audit - Financial Audit General Fund - 9,877.82 - 7,232.62 - 2,550.55 - 19,660.99
Grand Total 289,895.00  1,521,908.00 955,249.00  1,945,903.34  1,511,312.00  2,680,910.48  2,028,797.20  10,933,975.02




O'Brien, Emily

From: Dawn Rhone <Dawn.Rhone@mortonnd.org>
Sent: Friday, January 27, 2023 3:22 PM

To: O'Brien, Emily

Subject: RE: Audit Fees Inquiry

Hi Emily

Here is the information you requested. We have just had fiscal audits.
2022 25,450
2021 22.250
2020 21,650
2019 21,650
2018 22,150
2017 20,950
2016 19,950
2015 19,250

DAWN R. RHONE, CPA
MORTON COUNTY AUDITOR
Q 210 2nd Ave NW, Mandan, ND 58554

i dawn.rhone@mortonnd.org
™ 701.667.3300
1 www.mortonnd.org

From: O'Brien, Emily <eobrien@ndlegis.gov>
Sent: Thursday, January 26, 2023 9:07 AM

To: Dawn Rhone <Dawn.Rhone@mortonnd.org>
Subject: Audit Fees Inquiry

Hi Dawn,

This is Representative Emily O’Brien from Grand Forks; | am wondering if you could help provide me with some
information on the audit fees charged to Morton County by the State Auditor’s Office for audits that have been
performed. | am looking for any audit fees charged between 2015-2023 and what type of audit was performed — fiscal or
performance audit. Is this something that you could help me with? Or point me in the direction of the appropriate
individual with this information.

Thanks so much!

Emily O’Brien

Representative Emily O’Brien



District 42 — Grand Forks
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City of Parshall MAYOR pre——

Kyle Christianson ~ Robert Morenski

Box 159, Parshall, ND 58770-0159 Tom Huus
Telephone 862-3459 AUDITOR g::ﬁf!'?&gﬁﬁiﬁ?

Kelly Woessner

June 10, 2022

Drew Wrigley D
Attorney General
600 E. Boulevard Ave. JUN 15 2622
Bismarck, ND 58505 )
#7 OFFICE OF
ATTORNEY GENERAL

RE: Attorney General’s Opinion — Auditor Fees

The City Council in and for the City of Parshall was informed that the total costs for an
audit from the Office of the State Auditor would total $39,205.00. The audit was
conducted pursuit to provisions in NDCC 54-10. The audit stemmed from a Petition
submitted as follows:

54-10-15. Audits of political subdivisions by order of governor or the legislative audit
and fiscal review committee, upon petition, or upon request of the state court
administrator.

A review of the century code sets a threshold of at least thirty-five percent of the
qualified electors of any political subdivision enumerated in section 54-10-14 voting for
the office of governor at the preceding general election.

Issue One — The City has good cause to believe that the Petition was not properly
circulated, and the Petition should not have been acted upon. It is requested that your
office give an opinion as to how a Petition under 54-10-15 is reviewed upon submission,
which agency is responsible for verifying the contents of such Petition, and whether the
circulator actually witnessed the signing of the same.

Issue Two. Upon reading the statute it is clear that the costs of the audit are to comply
with the following provision:

54-10-14. Political subdivisions - Audits - Fees - Alternative audits and reports.

2. The state auditor shall charge the political subdivision an amount equal to the fair
value of the audit and any other services rendered.

The total billing for services is not in compliance with the statute.



The City regularly has annual audits performed each year and the State Auditor
approves each audit. Costs of the audits for the past five years is as follows:

2016 - $5,800.00
2017 - $9,300.00
2018 - $7,000.00
2019 - $8,300.00
2020 - $8,800.00

TOTAL: $39,200.00

As you can see this audit cost by the State Auditor is as much as the total five previous
years combined.

It should be noted that the City fully complied with all books and records requested, and
city officials were complimented by the State Auditor’s representatives for being so
swift in turning over records. That no significant irregularity in handling funds nor
embezzlement found, justifying increased costs.

The City would like an opinion on the consequences of the State Auditor having duly
failed to follow 54-10-14, as it failed to charge an amount equal to fair value of said
services.

Sir%y/,y /

William E. Wogs Jr.
City Attorney
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4 Comment

i Farra Meeker
Timothy Drake the information is

relatively easy to find on a web
search. They pay a bookkeeper
and a CPA, shouldn’t they know
what the financial requirements
are? Accountability 101.

3d Like Reply Message 10
Hide

* Farra Meeker
Timothy Drake additionally, I'm not
too concerned about the other
ambulance services in this
position. My tax dollars don’t go
there.

3d Like Reply Message Hide

¢ Timothy Drake

Farra Meeker Do you know when
the taxing district was
established? | don't, but that
certainly should have been
discussed as a requirement of the
taxing district.

They absolutely are accountable,
you're right. It appears they are
taking the steps to rectify their
mistakes and provide the
taxpayers with appropriate
information and ensure thev're

Write a reply...
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Timothy Drake

Farra Meeker Right or wrong,
KAAS is certainly not the only rural
ambulance district in this position.
If you look at the state auditor's
data, they are missing ambulance
districts and a few are delinquent.
| wouldn't attribute this to malice
just yet.

There has historically been no
guidance issued. There is no law
specifically within the rural
ambulance district statutes, only
in state auditor statutes, which
can certainly confuse a new board
member (of which there is no
required training!).

The state EMS association
certainly hasn't helped in
disseminating this information
either, even though the last
changes to the law were tracked.

| would certainly hope that now
that the board is aware of their
responsibilities, they will retain
their third party firm to perform
audits and submit those audits as
required to the State Auditor's
office.

Write a reply...
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Hollie Megan Kuntz

Farra Meeker | am just saying their are
2 sides to this and the truth | am sure is
somewhere in between them. | will call
the state auditor on Monday, but most
businesses have to do an audit every
year.

1Th Like Reply

Farra Meeker

Hollie Megan Kuntz | think you need to
reread the post. They have NEVER
SUBMITTED THEIR FINANCIALS.

1Th Like Reply 30

Beth Gaugler
Erika Leigh a third party should count
the votes also!

15m Like Reply 20

Farra Meeker
Beth Gaugler ABSOLUTELY!

14m Like Reply

Erika Leigh
Farra Meeker who did they not submit
their financials to? The county?

8m Like Reply

Write a reply...
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Beth Gaugler
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Farra Meeker
6h-Q

When voting on Tuesday for the mill levy for the
Killdeer Area Ambulance, keep in mind they are in
the middle of an audit. Tm
inancials from 2017-current as they should have
been as their revenue exceeded $750k. Why have

this special vote now when the audit has not been
completed? Wouldn’t it make sense to see the

= P Sy S TR _
results of this audit before more taxpa!er monies
are allotted? Additionally, this is an audit that

“&Very ambulance and fire JeEartment IS reggirea

" to do as was stated in another post. That simply
is not true.

Edited to add: It is my understanding that the
ambulance board counts the votes for this special
mill levy vote. Does that make any sense?

O3 RS Tim and 8 others 12 comments

0 Like () comment &> Share
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rnanciai reporc (ur dpproveaq) or an
independent audit. They have never
submitted anything. They were
prompted to do this audit because of
that. You are welcome to call the ND
State Auditor office and speak to Dan

Cox. The public has been misled.
2h Like Reply 30

@ Erika Leigh
Amy Woodbury Cook we (Killdeer

Mountain Mfg) have to do a third party
financial audit and a third party 401k
audit every year

1h Like Reply 20

e Hollie Megan Kuntz
Farra Meeker | am just saying their are
2 sides to this and the truth | am sure is
somewhere in between them. | will call
the state auditor on Monday, but most
businesses have to do an audit every
year.

30m Like Reply

* Farra Meeker
Hollie Megan Kuntz | think you need to
reread the post. They have NEVER
SUBMITTED THEIR FINANCIALS.

26m Like Reply
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i Farra Meeker
Hollie Megan Kuntz no, that isn’t
completely true. If the revenue
exceeds $750k they are to submit their
financials. They have NEVER
SUBMITTED. They are to furnish
EITHER an annual
financial report (if approved) or an
independent audit. They have never
submitted anything. They were
prompted to do this audit because of
that. You are welcome to call the ND
State Auditor office and speak to Dan
Cox. The public has been misled.

2h Like Reply 30

@ Erika Leigh
Amy Woodbury Cook we (Killdeer
Mountain Mfg) have to do a third party
financial audit and a third party 401k
audit every year

1h Like Reply 20

Q Hollie Megan Kuntz
Farra Meeker | am just saying their are
2 sides to this and the truth | am sure is
somewhere in between them. | will call
the state auditor on Monday, but most
businesses have to do an audit every
year.

30m Like Reply
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0 Travis Bateman
Yeah, major issues with the management

there on money. They came to the

Edit

McKenzie County Commission and got a big

chunk too and claimed alot of calls in the
Grassy Butte area. Something isn’t adding

up....

2h Like Reply 1

& Ann Williams Hafner
Travis Bateman Ambulance service
areas are assigned by the ND Dept of
Health based on what service can
respond to a given area first. Killdeer
Ambulance was assigned parts of
McKenzie and Billings Counties by the

state of ND. To keep the taxpayers from

bearing the burden of their service
covering other counties, the century
code allows services to request
support from the other townships that
they provide service to.

The only calls that Killdeer Ambulance
claims are only the ones in their
assigned service area, a portion of
which is near Grassy Butte.

Just now Like Reply
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every single year, then why have they
not submitted their financials

From 2017- current?

That makes no sense.

No organization gets audited every
year.

2h Like Reply 20

¥~ Farra Meeker =
Hollie Megan Kuntz no, thatisn’t
completely true. If the revenue
exceeds $750k they are to submit their
financials. They have NEVER
SUBMITTED. They are to furnish
EITHER an annual
financial report (if approved) or an
independent audit. They have never
submitted anything. They were
prompted to do this audit because of
that. You are welcome to call the ND
State Auditor office and speak to Dan
Cox. The public has been misled.

Th Like Reply

Q Erika Leigh
Amy Woodbury Cook we (Killdeer
Mountain Mfg) have to do a third party
financial audit and a third party 401k
audit every year

1Th Like Reply 20
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L [

6 Shares

Most relevant v

i Farra Meeker

" Can the taxpayers get an explanation as to
why the KAAS financial statements/reports
haven’t been reported to the state since
2017 and prior as they should be as their
financials exceed $750k? | think the
taxpayers have been terribly misled
regarding this audit. The taxpayers might
consider this mill levy if they felt confident
that monies have been being used
appropriately during that time.
Transparency and truth would go a long
ways here.

Th Like Reply Message Hide 10
= Write a reply...

Most relevant is selected, so some comments
may have been filtered out.
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G, Candyce Kleemann
1d-Q

There will be a special election held Tuesday, August
9th at the Killdeer Ambulance building. The Killdeer
Area Ambulance Service (KAAS) is requesting this
special election to vote on a 5 mill increase to their
tax income. In 2021, they received $282,252 from
their present 5.11 mill levy (based upon your taxable
evaluation). If this passes, they will approximately
double their tax income (receive an additional
$280,000). They completed their first step of an
audit with the ND State Auditor. The audit has one
final stage to determine if there are discrepancies in
their financials which should be completed this fall.
Please go out and vote. Eligible voters are those in
the Killdeer Ambulance District. There are other
ways to fund this request without raising our taxes.
Please share this message.

04 9 shares
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@ NM J Spethman

| agree 100% ~Nikki

16h Like Reply 20
a Anita Recksiek Mjolhus

* Thank you, Eric! | also agree with your

assessment.

14h Like Reply 20

Julie Karey

Also the ambulance is under an audit with
the state. The state came to them in the
first quarter but they haven’t produced the
necessary paperwork for them so it's been
pushed back to the fourth quarter. Why not
wait until that has been completed or at the
very least why a special election? Put it on
the November ballot.

6h Like Reply 20

a‘ DeAnn Zander
- As a small business owner in this

community, yes, we are one of the highest
taxed in the state. We “do not"” need
another tax increase.

6h Like Reply 20

, Julie Karey
b And either way it ultimately comes from our
pockets! Why doesn’t the ambulance ||ve
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FW: KAAS Audit

From: Tracey Dolezal (tracey.dolezal@dunncountynd.org)
To:  mahafner@ymail.com

Date: Friday, October 14, 2022 at 03:17 PM MDT

From: Tracey Dolezal

Sent: Thursday, August 4, 2022 11:16 AM

To: candyceklee‘rﬁ%'n‘ﬁﬁ'féekleemann@gmail.com>

Cc: 'Julie Karey (mjez@ndsupernet.com)' <mjez@ndsupernet.com>
Subject: KAAS Audit

Good Morning,

I want to clarify something in the letter you are sending out regarding a quote from me. This is the reference for the
statement | made in the email to a resident:

NDCC 54-10-14. Political subdivisions - Audits - Fees - Alternative audits and reports.

A political subdivision, at the option of its governing_body, may be audited by a certified public accountant or licensed
public accountant rather than by, the state auditor. The public accountant shall comply with generally accepted
government auditing standards for audits of political subdivisions. The report must be in the form and content required
by the state auditor.

We agreed with the state auditor’s office to engage them, to conduct the required audit, because they would start right
away and the fact that we hadn't done one prior,

I think your statement that | said, “the audit was for their use, not a state audit”, was taken entirely out of context. If you
look at the email, | did not say it was for our use, | said they are doing it for us. There is an obvious difference in
context to what was implied.

Tracey

0225_001.pdf
105.9kB



Subject  RE: Killdeer Area Ambulance Audit
From Cox, Daniel D. <dcox@nd.gov>
To cakleman@ndsupernet.com <cakleman@ndsupernet.com>

Date 2022-08-02 3:39 pm
Candyce ~

The actual audit takes place in two parts: 1) prepare the financial statements & get them to
balance; & 2) review the records (support documentation like invoices & bank stmts) to make

sure the numbers are accurate.

To date we have just finished part 1 of getting the financial statements prepared & balanced. |
can't say anything about that outcome until the completion of the audit but | can tell you that it
has taken way longer than it ever should have to receive the records from them in order to
prepare their financial statements from 2017 thru 2020. Normally, when we request financial

records it takes less than a month [jrom much larger clients) & they have taken almost 7
months. —

- ———
We will be starting the part 2...the oudit portion soon & hopefully those type of records are
more readily available.

If you or any board member wants to know whether they should get additional money thru an
increased mill levy then 1* determine how good of a job they're doing with the money they're
currently receiving. Since the audit isn't completed yet you can't rely on that but what you can
do is to ask for the December 31*', 2021 bank statement & see if it ties to their 2021 year end

financial reports. If it doesn't or they can't provide it then you know all that you need to know.

Any questions call ~

Dan Cox, CPA

Quality Assurance Audit Manager
ND State Auditor's Office

(701) 328-2745




4

August 3, 2022
KAAS Directors and Dunn County Commission:

[ am writing this because of some false information that has surfaced since the discussions about the KAAS
special election have developed.

First, the audit that the KAAS is going through has been brought up. The following email was sent to a .
resident by Tracey Dolezal stating the audit was for their use, not a “state audit”. This is not true. | talked to mtdlc
another director about the audit and he also did not seem to feel there was any cause for concern. Josh .=
Edwards posted that all ambulances and fire districts were being audited by the state as per Century Code.
That is partially true. Once a department hits a specific threshold of operating dollars they are REQUIRED to
furnish the ND State Auditor with either an annual financial report (if approved to do so), or furnish an
independent audit every two years. This has not been done by KAAS.
A couple years ago, Bob was presented with several complaints from several people about concerns with
KAAS. Because several were personnel complaints, they were difficult to verify. However, several dealt with
financial concerns so he called the ND State Auditor’s office to see if the financial reports turned in showed
any discrepancies. At that time we were told the Service had NEVER turned in any reports. Because of this we
were informed there would be a state audit as soon as the schedule allowed it. That audit started about 7
months ago and is indeed an audit of KAAS finances by the state. The contact is Dan Cox and there is an email
attached that he sent zesterday statinE the status of the audit. He amm;mi.t
was being performed due to serious delinquency of reporting by KAAS and that he had been in contact with
Tracey and Josh. e e—
I
It troubles me that directors and the financial contact at KAAS seem to think this is not an audit by the State
because of their failure to report. 1 am not sure where they got that idea and if necessary | was told we could
request the letter from the State that initiated the audit to show it was state led, however, KAAS has that
letter.

Attached is the partial printout of the list of Planned Audits for the State which includes the KAAS listing
showing it is a “state audit”. Also attached is the email | received from Dan Cox on the status of the audit.

| followed up on this because | feel there is miscommunication within the Service and because any entity
getting tax money should be following the laws for State reporting. A copy of this is being delivered to all
ambulance directors so everyone has firsthand knowledge of it, not rumors.

Thank you for your time.

Candyce Kleemann
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STATE AUDITOR
Joshua €. Galliar

(Fo1223:2241

STATE OF KORTH DANCTA
OFFICE OF THE STATE AUDITOR
STATE CAFRTSL
B0 Z, STULIVARD AVEMLE - DEFT 117
BISMUARIE. MOATR BAKOTA 50508

January 1, 2023

Ann Hafner

KAAS Director

25 High Street
Killdeer, ND 58640

Dear Ms. Hafner,

On behalf of the North Dakota State Auditor’s Office (SAO), I am pleased to present Killdeer Area
Ambulance District with our response to the request for auditing services.

The State Auditor’s Office takes pride in following the industry's highest auditing standards. These
standards include Generally Accepted Auditing Standards (GAAS), as prescribed by the American
Institute of Certified Public Accountants (AICPA), and Government Auditing Standards, issued by
the Comptroller General of the United States.

If you need to contact to me at any time, please contact me via the information below.

Sincerely,

%«%{Z@L_ﬁ"‘

Heath Erickson, CPA, Audit Manager
Local Government Division
701-239-7286

hmerickson@nd.gov



Testimony in Support of HB 1508
House Political Subdivisions Committee - February 2, 2023
Ann Hafner NRP, Operations Chief Killdeer Area Ambulance Service

Good Morning, Chairman Longmuir and members of this committee.

My name is Ann Hafner and | am a resident of Dunn County, District 26. | am a Paramedic and Operations Chief
of Killdeer Area Ambulance Service, a rural ambulance taxing district and a member of North Dakota EMS
Association.

Today I represent myself and our ambulance district to voice our strong support of House Bill 1508.

As background, our rural ambulance taxing district with a current population of 2800 was established in 2005
and granted a levy of 5 mills. We serve nearly 1000 square miles in Dunn, McKenzie and Billings Counties. Since
2014 we had proudly been one of the smalllest Advanced Life Support Ambulance Services in the state, meaning
we guaranteed our area at least one Paramedic staffed ambulance at all times.

The past 3 years have been a struggle financially as our call volume has increased with employee expenses
along with it, while health insurance reimbursements dropped dramatically. The ambulance district board had
been hesitant to increase taxes so our levy remained as set in 2005, 5 mills (about $255,000). The decision was
made to pursue a vote to increase the mill levy in 2022.

Last January our ambulance district was notified by the Office of ND Auditor that we were delinquent in
providing financial statements, a requirement we were previously unaware of. They advised that we should
immediately contract to have an audit completed or alternately, hire the Office of ND State Auditor to perform
an audit for us. We received a verbal estimate of $17,000 to complete the audit. It was explained that cost could
be less if we did most of the work ourselves and did not require staff to travel to Kilideer. We agreed and
engaged their audit team. We paid our first invoice of $6000 in June. (copies of invoices and cleared checks
are attached to my written testimony.)

As the mill levy vote approached it was discovered that an employee of the ND State Auditor's Office had been
communicating regarding our district audit by email with local residents and word had spread that our service
was “under audit by the state”. A campaign was launched using social media to deny the mill levy increase
until the district received a “clean audit” and our requested 5 mill increase failed miserably. By September we
were beyond struggling financially, our Paramedic - Bockkeeper had resigned, in part from the stress of the
audit, | volunteered to take a significant pay cut to make ends meet and we could no longer afford to pay
sufficient staff to maintain our Advanced Life Support Designation. After eight years as the smallest Advanced
Life Support Ambulance in the state we were forced to downgrade our services to Basic Life Support. We had
drawn all available funds and were hesitant to approach the Dunn County Commission because our audit had
not been completed.

It was also in September that we held our first in-person meeting (via Zoom) with members of our audit team.
We explained that we were near shut down, in part because of the audit circumstances and literally begged
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INVOICE

Please Remit To: Page: 1
Office of tha Stste Audizor Invoice No: SA0.000018426
§00 East Boulevard - Depe. 117 Invoice Date: 12/12/2022
Biomacek HD B8505-0440 Customer Number: 13350
Univsd States Paymenl Terms: Due Immed
Due Date: 1211212022
Bill To:
KILLDEER APEA AMBULANCE DISTRIAT AMOUNT DUE: 31,650.00 USD
25 HIGH &7
KILLDEER ND 58540
Amount Remitted
Aanmmmmunmi
| For billing questions, please call 701-328-2241 i
Line Ad| Identifler Descriplion Quanltily UOM Unit Amt Net Amount
POLITICAL S8 Political Sub Awmdizs 1.00 Fa 2, 4850.00 31, £50.00
FINAL BILL - YEAR EHDED 2020-2017
PIERSE RETIRM TOF FORTTON WTTH PATMENT. THAME YaOiul!
SUBTOTAL: 31,650,00
[ TOTAL AMOUNT DUE : 31,650.00
W
@3’\ | "Q{\
STHELARY heamal,




August 3, 2022
KAAS Directors and Dunn County Commission:

| am writing this because of some false informatlon that has surfaced since the discussions about the KAAS
special election have developed.

First, the audit that the KAAS is going through has been brought up. The following email was sent to a Lo
resident by Tracey Dolezal stating the audit was for their use, not a “state audit”. This is not true. | talked to ’
another director about the audit and he also did not seem to feel there was any cause for concern, Josh .= ¢
Edwards posted that all ambulances and fire districts were being audited by the state as per Century Code.
That is partially true. Once a department hits a specific threshold of operating dollars they are REQUIRED to
furnish the ND State Auditor with either an annual financial report (if approved to do so), or furnish an
independent audit every two years. This has not been done by KAAS,

A couple years ago, Bob was presented with several complaints from several people about concerns with
KAAS. Because several were personnel complaints, they were difficult to verify. However, several dealt with
financlal concerns so he called the ND State Auditor’s office to see If the financial reports turned in showed
any discrepancies. At that time we were told the Service had NEVER turned in any reports. Because of this we
were informed there would be a state audit as soon as the schedule allowed it. That audit started about 7
months ago and is indeed an audit of KAAS finances by the state. The contact is Dan Cox and there is an emall
attached that he sent yesterday stating the status of the audit. He also told me in a ‘phone call that the audit
wasbemg performed due to serious delmquency of reporting by KAAS and that he had been in contact with {t

Tracey and Josh. e - P

e e e ————— e
By o e SR e P A e i

It troubles me that directors and the financial contact at KAAS seem to think this is not an audit by the State
because of their failure to report. | am not sure where they got that idea and if necessary | was told we could
request the letter from the State that initiated the audit to show it was state led, however, KAAS has that

letter.

Attached is the partial printout of the list of Planned Audits for the State which includes the KAAS listing
showing it Is a “state audit”.. Also attached Is the email | received from Dan Cox on the status of the audit.

| followed up on this because | feel there is miscommunication within the Service and because any entity
getting tax- money should be following the laws for State reporting. A copy of this is being delivered to all
ambulance directors so everyone has firsthand knowledge of it, not rumors.

Thank you for your time.

Candyce Kleemann
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Sixty-eighth
Legislative Assembly
of North Dakota

HOUSE BILL NO. 1508

Introduced by
Representatives O'Brien, Lefor, Nathe, Sanford, Schreiber-Beck

Senators Kreun, Meyer

A BILL for an Act_to create and enact a new subdivision to subsection 2 of section 12-60-24 and

two new sections to chapter 54-10 of the North Dakota Century Code, relating to criminal

history background checks of employees of the state auditor and audits of state agencies,

political subdivisions, and occupation and professional boards; to amend and reenact sections
54-10-01;_and 54-10-14, subsection 1 of section 54-10-15. and_sections 54-10-25 and 54-10-27

of the North Dakota Century Code, relating to audit fees of state institutions, political

subdivisions, and occupational and professional boards; to provide a penalty; and to provide for

retroactive application.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. A new subdivision to subsection 2 of section 12-60-24 of the North Dakota
Century Code is created and enacted as follows:
The state auditor for all employees. as required by section 8 of this Act.

SECTION 2. AMENDMENT. Section 54-10-01 of the North Dakota Century Code is

amended and reenacted as follows:
54-10-01. Powers and duties of state auditor - Exception.
1. The state auditor shall:

a. Be vested with the duties, powers, and responsibilities involved in performing the
postaudit of all financial transactions of state government, detecting and reporting
any defaults, and determining that expenditures have been made in accordance
with law and appropriation acts.

b. Perform or provide for the audit of the general purpose financial statements and a
review of the material included in the comprehensive annual financial report of

the state in accordance with government auditing standards.

Page No. 1 23.0679.02002
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C.

Perform or provide for audits of state agencies in accordance with government
auditing standards and legislative audit and fiscal review committee guidelines
developed under section 54-35-02.10. Except for the annual audit of the North
Dakota lottery required by section 53-12.1-03, the state auditor shall audit each
state agency once every two years. Audits may be conducted at more frequent

intervals if requested by the governor or the legislative audit and fiscal review

committee. Fhe-state-auditorshall-charge-an-amount-equat-to-the-costof the-

54-35-62-9-

Perform or provide for performance audits of state agencies, or the agencies'

blended component units or discreetly presented component units, as

determined necessary by the legislative assembly, or the legislative audit and

fiscal review committee if the legislative assembly is not in session. When

determining the necessity of a performance audit, the legislative audit and fiscal

review committee shall consider:

(1) The potential cost-savings or efficiencies that may be gained as a result of
the performance audit;

(2) The staff resources of the state auditor's office and of the state agency
being audited which will be required to conduct the audit;

(3) The potential for discovery of noncompliance with state law or legislative
intent regarding the program or agency; and

(4) The potential for the performance audit to identify opportunities for program

improvements.

Page No. 2 23.0679.02002
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e.

g.

Report on the functions of the state auditor's office to the governor and the
secretary of state in accordance with section 54-06-04 or more often as
circumstances may require.

Perform work on mineral royalties for the federal government in accordance with
section 1735(a) of the Mineral Lands and Mining Act [30 U.S.C. 1735 et seq.].

Perform all other duties as prescribed by law.

2. The state auditor may:

a.

b.

Conduct any work required by the federal government.

Within the resources available to the state auditor, perform or provide for
performance audits of state agencies as determined necessary by the state
auditor.

Audit the International Peace Garden at the request of the board of directors of
the International Peace Garden.

Contract with a private certified public accountant or other qualified professional
to conduct or assist with an audit, review, or other work the state auditor is
authorized to perform or provide for under this section. Before entering any
contract, the state auditor shall present information to the legislative audit and
fiscal review committee on the need for the contract and its estimated cost and
duration. Except for performance audits conducted under subdivision d of
subsection 1 or subdivision b of this subsection and except for audits of

occupational or professional boards, the state auditor shall execute the contract

pay-thefees-of thecontracter. For performance audits conducted under

subdivision d of subsection 1 or subdivision b of this subsection, the state auditor

may charge a state agency for the cost of a contract relating to an audit, subject
to approval by the legislative assembly or the legislative audit and fiscal review
committee if the legislative assembly is not in session. When considering a
request, the legislative audit and fiscal review committee shall consider the effect
of the audit cost on the agency being audited, the necessity of the contract, and

the potential benefit to the state resulting from the contract. The state auditor

Page No. 3 23.0679.02002
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4.

shall notify the affected agency of the potential cost before requesting approval

from the legislative assembly or the legislative audit and fiscal review committee.

control-of the-state-beard-ofhigheredueation-The auditor may not reject an audit

report of an audit performed by a certified public accountant or licensed public

accountant which meets generally accepted auditing standards.

All audits performed by the state auditor must be reviewed and approved by a certified

public accountant.
SECTION 3. AMENDMENT. Section 54-10-14 of the North Dakota Century Code is

amended and reenacted as follows:

54-10-14. Political subdivisions - Audits - Fees—Alternative audits and reports.

1.

The state auditor shall audit the following political subdivisions once every two years,

except as provided in this section or otherwise by law:

a.

b.

Q o

Counties.

Cities, and when a city is audited, to include any political subdivision that was
created by the city and has bonding authority.
Park districts.

School districts.

Firefighters relief associations.

Airport authorities.

Public libraries.

Water resource districts.

Garrison Diversion Conservancy District.
Rural fire protection districts.

Special education districts.

Area career and technology centers.
Correction centers.

Recreation service districts.

Weed boards.

Irrigation districts.

Page No. 4 23.0679.02002
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g. Rural ambulance service districts.
r.  Southwest water authority.
s. Regional planning councils.

t. Soil conservation districts.

u. Western area water supply authority industrial water sales on an annual basis.

—3—1In lieu of conducting an audit every two years, the state auditor may require annual

reports from political subdivisions subject to this section, or otherwise provided by law,
with less than seven hundred fifty thousand dollars of annual receipts, excluding any
federal funds passed through the political subdivision to another entity. If any federal
agency performs or requires an audit of a political subdivision that receives federal
funds to pass through to another entity, the political subdivision shall provide a copy to
the state auditor upon request by the state auditor. The reports must contain the
financial information required by the state auditor. The state auditor also may make

any additional examination or audit determined necessary in addition to the annual

A political subdivision, at the option of its governing body, may be audited by a certified

public accountant or licensed public accountant rather than by the state auditor. The
public accountant shall comply with generally accepted government auditing standards
for audits of political subdivisions. The report must be in the form and content required

by the state auditor. The number of copies of the audit report requested by the state
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auditor must be filed with the state auditor when the public accountant delivers the
audit report to the political subdivision. The state auditor shall review the audit report
to determine if the report is in the required form and has the required content, and if
the audit meets generally accepted government auditing standards. The state auditor
also may periodically review the public accountant's workpapers to determine if the
audit meets generally accepted government auditing standards. If the report is in the

required form and has the required content, and the report and workpapers comply

with generally accepted government auditing standards, the state auditor shall accept

A political subdivision may not pay a public accountant for an audit until the state
auditor has accepted the audit. However, a political subdivision may make progress
payments to the public accountant. A political subdivision shall retain twenty percent of
any progress payment until the audit report is accepted by the state auditor.

The state auditor may require the correction of any irregularities, objectionable
accounting procedures, or illegal actions on the part of the governing board, officers,
or employees of the political subdivision disclosed by the audit report or workpapers,
and failure to make the corrections must result in audits being resumed by the state
auditor until the irregularities, objectionable accounting procedures, or illegal actions

are corrected.

SECTION 4. AMENDMENT. Subsection 1 of section 54-10-15 of the North Dakota Century

Code is amended and reenacted as follows:

1.

The state auditor, by duly appointed deputy auditors or other authorized agents, shall
audit or review the books, records, and financial accounts of any political subdivision
when ordered by the governor or the legislative audit and fiscal review committee,
requested by the governing board, or upon petition of at least thirty-five percent of the
qualified electors of any political subdivision enumerated in section 54-10-14 voting for
the office of governor at the preceding general election or, in the case of school
districts, upon petition of at least thirty-five percent of the qualified electors voting at

the preceding school board election, or upon the request of the state court
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administrator with respect to clerk of district court services provided by a county in

accordance with chapter 27-05.2.Feesforthe-audits-mustbe-paidin-accordance-with-

SECTION 5. AMENDMENT. Section 54-10-27 of the North Dakota Century Code is
amended and reenacted as follows:

54-10-27. Occupational and professional boards - Audits and reports.

The governing board of any occupational or professional board shall provide for an audit
once every two years by a certified public accountant or licensed public accountant. The
accountant conducting the audit shall submit the audit report to the state auditor's office. If the
report is in the form and style prescribed by the state auditor, the state auditor may not audit

that board. An occupational or professional board may request the state auditor to conduct its

Instead of providing for an audit every two years, an occupational or professional board that has

less than two hundred thousand dollars of annual receipts may submit an annual report to the
state auditor. The report must contain the information required by the state auditor. The state

auditor also may make any additional examination or audit determined necessary in addition to

the annual report. When a report is not filed, the state auditor may-charge-the-eceupational-or-

annualrepertshall perform an additional examination or audit.

SECTION 6. AMENDMENT. Section 54-10-25 of the North Dakota Century Code is
amended and reenacted as follows:
54-10-25. Divulging of certain secret information prohibited - Penalty.
1. The state auditor and the auditor's employees, including any person employed by the
auditor to perform the examination of any return, report, or other information filed and
in the possession of the tax commissioner which is made confidential by law, may not

divulge the contents of any return, report, or other information examined or any listing
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made therefrom by the state auditor or the auditor's employees except when otherwise
directed by judicial order, or as is otherwise provided by law.

2. The state auditor, the auditor's employees, or an agent of the auditor may not divulge
any information relating to a matter forwarded to the attorney general or a state's
attorney for further investigation until the attorney general or state's attorney has made
a determination as to whether there is probable cause to believe a violation of law has
occurred.

3. An individual who violates this section is guilty of a class C felony.

SECTION 7. A new section to chapter 54-10 of the North Dakota Century Code is created

and enacted as follows:

Audit findings - Review period.

The state auditor shall provide any audit findings to the audited state entity, political

subdivision, or occupational or professional board thirty days before the state auditor publishes

the audit findings. The state auditor shall provide all audit findings to the legislative audit and

fiscal review committee.

SECTION 8. A new section to chapter 54-10 of the North Dakota Century Code is created

and enacted as follows:

Criminal history background checks - Employees.

Each employee of the state auditor hired after June 30, 2001, shall complete a state and

national criminal history check as provided under section 12-60-24. The state auditor is

responsible for all costs associated with a state and nationwide criminal history record check.

SECTION 9. RETROACTIVE APPLICATION - AUDIT FEES - INSTITUTIONS OF HIGHER

EDUCATION. Subsection-3-of seetion—1-of thisThis Act applies retroactively to all audit fees
assessed to North Dakota institutions of higher education after July 31, 2021. The state auditor
shall reimburse all audit fees paid by each respective institution during the 2021-23 biennium.
SECTION 10. RETROACTIVE APPLICATION - AUDIT FEES - RURAL FIRE DISTRICTS
AND RURAL AMBULANCE DISTRICTS - FIREFIGHTERS RELIEF ASSOCIATION. This Act
applies retroactively to all audit fees assessed to rural fire districts, rural ambulance districts,
and firefighter relief associations after December 31, 2017. The state auditor shall reimburse all

audit fees paid by each entity since the 2017-18 biennium.

Page No. 8 23.0679.02002



23.0679.02003 Prepared by the Legislative Council staff for
Title.03000 the House Appropriations Committee
February 20, 2023

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1508
Page 1, line 1, replace "sections" with "section"
Page 1, line 1, remove ", 54-10-14, and 54-10-27"
Page 1, line 2, remove "audit fees of state institutions, political subdivisions, and"

Page 1, line 3, replace "occupational and professional boards; and to provide for retroactive
application" with "duties of the state auditor"

Page 3, line 25, remove "Notwithstanding subdivision ¢ of subsection 1 and subdivision d of
subsection 2, the"

Page 3, remove lines 26 and 27
Page 3, line 28, remove "4."

Page 3, remove lines 30 and 31
Page 4, remove lines 1 through 30
Page 5, remove lines 1 through 30
Page 6, remove lines 1 through 30
Page 7, remove lines 1 through 6

Renumber accordingly
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HB1508

As a resident of Sargent County we have seen the State Auditor charge audit fees that appear to be
excessive. The Fire department was hit with an audit fee of 11K for a one year audit that only had 132
checks for the whole year. The State Auditor didn't accept the public schools audits for two years and
they had to pay again to have the audits re-done to the tune of $12,500., as a tax payer | hate paying
twice for the same thing and the school Superintendant states that the auditors office says the first
audit wasn't complete but wouldn't say what was missing.  Sargent County budgets 11k for their two
year audit. It ranges from 8 to 10 K every two years. The firm that previous performed the audits is
no longer doing them and the County auditor, Pam Malony, said the State Auditors office said they
would do it. So the County agreed to have the State do the audit, now Pam just found out its not done
yet and was told they already have about 25K into it. Why is the cost 2.5 times higher and probably
worse when they get the final bill? Thats THREE excessive and/or unnecesary audits alone in our small
County of just 3,800 population. We need property tax relief and this run away train of the State
Auditors office has to be brought back to a reasonable speed. The bill needs to do more and hopefully
it gets added to.



HB 1508
City of Parshall

March 9, 2023

Chairperson and members of the legislature, | would like to thank you for this opportunity to testify on
behalf of HB1508. | am Kelly Woessner, City Auditor, representing the City of Parshall, and | am here to
tell our story regarding a petition audit performed last year.

On February 23, 2022, the State Auditor’s office released notification to KFYR that the City of Parshall
was to be petition audited (Exhibit “A” copy attached 1 page). | was contacted by friend on February 24,
2022, from out of state that our City was going to be audited. And shortly after, | received a call from
KMOT News for a statement regarding the upcoming petition audit. | was not aware of this at this time,
nor did | have a letter of engagement. It wasn’t until a few days later that | was contacted by the ND
State Auditor’s office, Heath Erickson, that there was a petition filed by the residents of the City of
Parshall to have the City audited. The letter of engagement was not issued until March 7, 2022 (Exhibit
“B” copy attached 5 pages). My first response to Mr. Erickson was obviously this is retaliation against
me. | told him that they had dropped the ball and that | should not have had to hear this from the news
media first. Reason | said this was | had presented a petition audit to have another entity audited in
2020. | petitioned to have an audit done, and | was the only person collecting signatures, so if any one
of the people who signed my petition was asked who circulated it, they could only say it was me. |
asked for information about the petition, and was told that the petition was not able to be released for
me to see. | was told there was only 1 petitioner. | requested that the Auditor’s Office should contact
some of the signors to see if the petition was presented to them by the petitioner, because | felt that it
was not circulated legally and according to the rules set out by the State Auditor’s office. Come to find
out from some of the people who actually signed that petition, the petition was sitting on the desk in
the front office the other business collecting signatures and was also circulated by another person who
did not fill out the affidavit of circulator and have it notarized (Exhibit “C” copy of their process attached
4 pages). The petitioner is the person responsible to send the gathered signatures in to the State
Auditor’s office. All persons who collect signatures are to have a notarized paper stating they were the
circulator. Again, | brought it to the attention of the State Auditors and told them | had proof that it was
not circulated according to their rules. |do know who the petitioner was and | do know who else
circulated the petition, from visiting with residents of our City. | believe that requesting who petitioned
the audit and who signed should be of public record.

| was not against the Audit being performed, and | was ready when they started requesting information
to proceed.

When the audit began, the auditors would send me email requests for information from the City, and |
would return the requested information immediately or within the day. We received the first bill from
the State Auditor’s Office and paid it on April 18, 2022 in the amount of $12,500.00 (Exhibit “D” copy of
bill attached). This process lasted a little over a month. They came to my office for 1 day for a
verification of records, and that is all the time that was spent on site. All documentation was emailed to
their office. On May 20, 2022 | received the final bill from the State Auditor’s office in the amount of

#23424



$26,750.00 (Exhibit “E” copy of the bill attached). | presented this to the City Council on June 8, 2022,
for payment and it was not passed for payment. The City regularly has annual audits performed each
year and the State Auditor approves each of these audits. Costs of the audits for the past five years is as
follows:

2016 - $5,800.00 Rath & Mehrer
2017 - $9,300.00 Rath& Mehrer
2018 - $7,000.00 Rath& Mehrer
2019 - $8,300.00 Rath& Mehrer
2020 - $8,800.00 Rath& Mehrer
TOTAL: $39,200.00

This cost from the State Auditor’s was more than what it had cost the City of Parshall for the last 5 years.
The City of Parshall has Rath and Mehrer audit their books every year, so the City does follow the
requirements of NDCC 54-10-14. Our past audits are also reviewed by the State of ND and we pay a fee
for this also.

A press release was made on May 27, 2022, regarding the outcome of the Audit (Exhibit “F’ copy
attached). It appeared their only problem was that checks were not voided timely.

There are many small Cities in North Dakota and they would not be prepared or financially able to pay
these prices if a petition audit was executed on them. Most of the reasons given to the State Auditors to
conduct an audit of our City were unjustified and personal from the petitioner, however they still have to
follow up on all inquiries.

To date the City of Parshall has not paid the additional $26,750.00 and had asked for an opinion from the
ND Attorney General’s Office (Exhibit “G” which is attached). The letter from the Attorney General's office
stated that they cannot issue an opinion. This leaves the City holding the bill at this time. The outcome
of the audit was good.

As shown above, fair and reasonable charges should be around the $8800.00 price, and not almost 5 times
higher.

The findings in the actual audit report were only 4 items, and financials were in good standing (Exhibit “H”
copy attached 7 pages).

Again, a reminder that the ND State Auditors only spent 1 day on site and all other correspondence was
transferred through email and the City of Parshall turned out to be ok, does not justify the cost of
$39,250.00. What happens if another person feels that they would like to petition for another audit to be
done. This could be an ongoing issue for any community.

| want to thank you for this opportunity to tell you our story and hope that this will not happen to other
communities in ND.

In closing, | listened to the testimony of Mr. Josh Gallion before the House Committee and would like to
add that during Mr. Gallion’s testimony, he stated that the petition audit on the City of Parshall was a



retaliation audit and that the (so-called) petitioner questioned the City of Parshall’s Public Library hours
and who drives the City vehicles, does not justify why the audit should have taken place, but again due
diligence to verify the petitioner as the only person collecting signatures should have been addressed
when | questioned the petition. Community members let me know who was holding the petition when
they were asked to sign it, and it was not the certified petitioner. Our City only had 4 material
weaknesses from the result of the audit performed by the State which are attached.

Dan Cox from the Auditor’s Office provided this to the Majority Leader and Appropriations Chair on
February 13, 2023.

From Dan Cox today:

#3 ~ a) City of Parshall audit bill higher than past audits, b) audit bill higher than market value, c) audit
bill didn’t match SAO records, & d) the SAO is double-dipping by billing Parshall when they’re funded by
the General Fund

This was Dan Cox's reply to #3 above:

FACT = a) you cannot compare the cost of a financial audit to the cost of a petition audit as a petition
audit must complete a financial audit PLUS address each valid concern from the petitioners, b) market
value cannot be determined by what one firm charges but the average of what all firms in the market
charge, c) amounts didn’t match our spreadsheet sent to Legislative Council because Parshall has not
paid all of their bill despite being told by the Attorney General’s Office they need to, & d) the staff doing
the audit are not paid from the general fund budget but from their own special operating fund which
derives its monies from audit fees billed to clients

The fact that they did not due their due diligence to confirm that the petition was circulated within their
guidelines and not honor our request to verify its legality, this audit may have never happened. Hence
we would not have this large outstanding bill from this agency. | have attached a copy of the Attorney
General’s Opinion that states we should take action with the State Auditor and it does not say we should
pay the bill.

| was recently contacted by the auditing firm we have had in the past to perform our 2022 audit and |
feel that because of the State Audit, they have now increased their fees to $12,500.00.

| would be happy to address any questions if you would like to call me at (701) 862-3459.

Kelly Woessner, City Auditor, City of Parshall %?M] /,W
e
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Audit to begin on the City of Parshall

AUDIT FOR THE CITY OF PARSHALL

= REQUESTED THROUGH PETITION

= REQUIRED AT LEAST 50
SIGNATURES

= RESULTS TO BE ANNOUNCED ONCE
COMPLETE

Parshall audit (KFYR)
By Brian Gray
Published: Feb. 23, 2022 at 11:44 AM CST

Oxy@MD

PARSHALL, N.D. (KFYR) - The state auditor’s office is set to begin an audit on the City of Parshall, by request of a citizen-led petition.

An audit of a city by way of a petition is the first of its kind for the state department. The state auditor says the public will receive the results of the
audit once it is complete.

"We look forward to working with the staff of the City of Parshall to address the concerns that were brought to our attention,” said State Auditor
Joshua Gallion.

Copyright 2022 KFYR. All rights reserved.
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Bismarck School Board member refuses to resign
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PHONE

STATE AUDITOR
701-328-2241

Joshua C, Gallion

FAX
701-328-2345

STATE OF NORTH DAKOTA

wwwnd.gov/auditor OFFICE o;lﬁiﬁ{,ﬂg% AUDITOR ndsco@nd.gov

400 E. Boulevard Ave. Dept. 117
Bismarck, North Dakota, 58505

March 7, 2022

Kelly Woessner
City Auditor

25 N Main St.
Parshall, ND 58770

Dear Ms. Woessner:

This letter is to inform you of the petition audit of the City of Parshall for the year ended December 31, 2021.
We will audit the financial statements of the governmental activities, the business type activities, the discretely
presented component units, each major fund, and the aggregate remaining fund information that collectively
comprise the basic financial statements of the City of Parshall as of and for the year ended December 31,
2021.

This audit is being conducted pursuant to a petition under North Dakota Century Code (NDCC) 54-10-15,
which is as follows:

Audits of political subdivisions by order of governor or the legislative audit and fiscal review
committee, upon petition, or upon request of the state court administrator.

The state auditor, by duly appointed deputy auditors or other authorized agents, shall audit or review
the books, records, and financial accounts of any political subdivision when ordered by the governor
or the legislative audit and fiscal review committee, requested by the governing board, or upon petition
of at least thirty-five percent of the qualified electors of any political subdivision enumerated in section
54-10-14 voting for the office of governor at the preceding general election or, in the case of school
districts, upon petition of at least thirty-five percent of the qualified electors voting at the
preceding school board election, or upon the request of the state court administrator with respect
to clerk of district court services provided by a county in accordance with chapter 27-05.2. Fees for the
audits must be paid in accordance with the provisions of section 54-10-14.

We have also been engaged to report on supplementary information other than RSI that accompanies City of
Parshall's financial statements. We will subject the following supplementary information to the auditing
procedures applied in our audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America and will provide an
opinion on it in relation to the financial statements as a whole:

e Budgetary Comparison Schedules
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The objective of our audit is the expression of opinions as to whether your financial statements are fairly
presented, in all material respects, in conformity with the modified cash basis of accounting, which is an other
comprehensive basis of accounting, and to report on the fairness of the supplementary information referred to
above when considered in relation to the financial statements as a whole.

Audit Objectives

Our audit will be conducted in accordance with auditing standards generally accepted in the United States of
America and the standards for financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, and will include tests of the accounting records of City of Parshall
and other procedures we consider necessary to enable us to express such opinions. We will issue a written
report upon completion of our audit of City of Parshall 's financial statements. Our report will be addressed to
the city commission of the City of Parshall. We cannot provide assurance that unmodified opinions will be
expressed. Circumstances may arise in which it is necessary for us to modify our opinions or add emphasis-
of-matter or other-matter paragraphs. If our opinions on the financial statements are other than unmodified, we
will discuss the reasons with you in advance. If, for any reason, we are unable to complete the audit or are
unable to form or have not formed opinions, we may decline to express opinions or issue reports, or may
withdraw from this engagement.

We will also provide a report (that does not include an opinion) on internal control related to the financial
statements and compliance with the provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a material effect on the financial statements as required by Government
Auditing Standards. The report on internal control and on compliance and other matters will include a
paragraph that states (1) that the purpose of the report is solely to describe the scope of 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 on compliance, and (2) that the report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and compliance.
The paragraph will also state that the report is not suitable for any other purpose. If during our audit we become
aware that City of Parshall is subject to an audit requirement that is not encompassed in the terms of this
engagement, we will communicate to management and those charged with governance that an audit in
accordance with U.S. generally accepted auditing standards and the standards for financial audits contained
in Government Auditing Standards may not satisfy the relevant legal, regulatory, or contractual requirements.

The audit of the financial statements does not relieve management or those charged with governance of their
responsibilities.

Management Responsibilities

Management is responsible for the basic financial statements and all accompanying information as well as all
representations contained therein. As part of the audit, we will assist with preparation of your financial
statements and related notes. You are responsible for making all management decisions and performing all
management functions relating to the financial statements and related notes and for accepting full
responsibility for such decisions. You will be required to acknowledge in the written representation letter our
assistance with preparation of the financial statements and that you have reviewed and provided the financial
statements and related notes prior to their issuance and have accepted responsibility for them. Further, you
are required to designate an individual with suitable skill, knowledge, or experience to oversee any non-audit
services we provide and for evaluating the adequacy and results of those services and accepting
responsibility for them.

Management is responsible for establishing and maintaining effective internal controls, including evaluating
and monitoring ongoing activities, to help ensure that appropriate goals and objectives are met; following
laws and regulations; and ensuring that management is reliable and financial information is reliable and
properly reported. Management is also responsible for implementing systems designed to achieve
compliance with applicable laws, regulations, contracts, and grant agreements. You are also responsible for
the selection and application of accounting principles, for the preparation and fair presentation of the financial
statements in conformity with the modified cash basis of accounting, which is an other comprehensive basis
of accounting, and for compliance with applicable laws and regulations and the provisions of contracts and
grant agreements.

Management is also responsible for making all financial records and related information available to us and
for the accuracy and completeness of that information. You are also responsible for providing us with (1)
access to all information of which you are aware that is relevant to the preparation and fair presentation of
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the financial statements, (2) additional information that we may request for the purpose of the audit, and (3)
unrestricted access to persons within the government from whom we determine it necessary to obtain audit
evidence. Since most of our audit documentation becomes public information, you are also responsible for
notifying us of any confidential information you provide us so that we can properly safeguard such
confidential information.

It is the policy of the State Auditor to use the State’s Secure File Transfer System
(https://secure.intranetapps.nd.gov/itd/filetransfer/login.htm) when sending or receiving audit client computer
files. If you need assistance with this system, please notify us. Computer files should not be e-mailed to
auditors.

Your responsibilities include adjusting the financial statements to correct material misstatements and for
confirming to us in the written representation letter that the effects of any uncorrected misstatements
aggregated by us during the current engagement and pertaining to the latest period presented are
immaterial, both individually and in the aggregate, to the financial statements taken as a whole.

You are responsible for the design and implementation of programs and controls to prevent and detect fraud,
and for informing us about all known or suspected fraud affecting the government involving (1) management,
(2) employees who have significant roles in internal control, and (3) others where the fraud could have a
material effect on the financial statements. Your responsibilities include informing us of your knowledge of
any allegations of fraud or suspected fraud affecting the government received in communications from
employees, former employees, Grantors, regulators, or others. In addition, you are responsible for
identifying and ensuring that the government complies with applicable laws, regulations, contracts,
agreements, and Grants and for taking timely and appropriate steps to remedy fraud and noncompliance
with provisions of laws, regulations, contracts or grant agreements, or abuse that we report.

You are responsible for the preparation of the supplementary information in conformity with the modified cash
basis of accounting, which is an other comprehensive basis of accounting. You agree to include our report on
the supplementary information in any document that contains and indicates that we have reported on the
supplementary information. You also agree to include the audited financial statements with any presentation
of the supplementary information that includes our report thereon. Your responsibilities include acknowledging
to us in the written representation letter that (1) you are responsible for presentation of the supplementary
information in accordance with the modified cash basis of accounting, which is an other comprehensive basis
of accounting; (2) you believe the supplementary information, including its form and content, is fairly presented
in accordance with the modified cash basis of accounting, which is an other comprehensive basis of
accounting; (3) the methods of measurement or presentation have not changed from those used in the prior
period (or, if they have changed, the reasons for such changes); and (4) you have disclosed to us any
significant assumptions or interpretations underlying the measurement or presentation of the supplementary
information.

Management is responsible for establishing and maintaining a process for tracking the status of audit findings
and recommendations. Management is also responsible for identifying for us previous financial audits,
attestation engagements, performance audits or other studies related to the objectives discussed in the Audit
Objectives section of this letter. This responsibility includes relaying to us corrective actions taken to address
significant findings and recommendations resulting from those audits, attestation engagements, performance
audits, or other studies. You are also responsible for providing management'’s views on our current findings,
conclusions, and recommendations, as well as your planned corrective actions, for the report, and for the
timing and format for providing that information.

Professional standards require us to be independent with respect to City of Parshall in the performance of
our services. Any discussions that you have with personnel of our office regarding employment could pose a
threat to our independence. Therefore, we request that you inform us prior to any such discussions so that
we can implement appropriate safeguards to maintain our independence.

Other Services

We will also assist in preparing the financial statements and related notes of City of Parshall in conformity with
the modified cash basis of accounting based on information provided by you. These non-audit services do not
constitute an audit under Government Auditing Standards and such services will not be conducted in
accordance with Government Auditing Standards. We will perform the services in accordance with applicable
professional standards. The other services are limited to the financial statement services previously defined.
We, in our sole professional judgment, reserve the right to refuse to perform any procedure or take any action
that could be construed as assuming management responsibilities.



Audit Procedures-General

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; therefore, our audit will involve judgment about the number of transactions to be examined and
the areas to be tested. 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 will plan and perform the audit to obtain reasonable rather than
absolute assurance about whether the financial statements are free of material misstatement, whether from
(1) errors, (2) fraudulent financial reporting, (3) misappropriation of assets, or (4) violations of laws or
governmental regulations that are attributable to the entity or to acts by management or employees acting on
behalf of the entity. Because the determination of abuse is subjective, Government Auditing Standards do not
expect auditors to provide reasonable assurance of detecting abuse.

Because of the inherent limitations of an audit, combined with the inherent limitations of internal control, and
because we will not perform a detailed examination of all transactions, there is a risk that material
misstatements or noncompliance may exist and not be detected by us, even though the audit is properly
planned and performed in accordance with U.S. generally accepted auditing standards and Government
Auditing Standards. In addition, an audit is not designed to detect immaterial misstatements or violations of
laws or governmental regulations that do not have a direct and material effect on the financial statements.
However, we will inform the appropriate level of management of any material errors, any fraudulent financial
reporting, or misappropriation of assets that come to our attention. We will also inform you of any violations of
laws or governmental regulations that come to our attention, unless clearly inconsequential. Our responsibility
as auditors is limited to the period covered by our audit and does not extend to any later periods for which we
are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the
accounts and may include tests of the physical existence of inventories, and direct confirmation of receivables
and certain other assets and liabilities by correspondence with selected individuals, creditors, and financial
institutions. We will request written representations from your attorneys as part of the engagement, and they
may bill you for responding to this inquiry. At the conclusion of our audit, we will also require certain written
representations from you about the financial statements and related matters.

Audit Procedure-Internal Controls

Our audit will include obtaining an understanding of the entity and its environment, including internal control,
sufficient to assess the risk of material misstatement of the financial statements and to design the nature,
timing, and extent of further audit procedures. Tests of controls may be performed to test the effectiveness of
certain controls that we consider relevant to preventing and detecting errors and fraud that are material to the
financial statements and to preventing and detecting misstatements resulting from illegal acts and other
noncompliance matters that have a direct and material effect on the financial statements. Our tests, if
performed, will be less in scope than would be necessary to render an opinion on internal control and,
accordingly, no opinion will be expressed in our report on internal control issued pursuant to Government
Auditing Standards.

An audit is not designed to provide assurance on internal control or to identify significant deficiencies.
However, during the audit, we will communicate to management and those charged with governance internal
control related matters that are required to be communicated under AICPA professional standards and
Government Auditing Standards.

Audit Procedure-Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we will perform tests of City of Parshall's compliance with the provisions of applicable laws,
regulations, contracts, agreements, and Grants. However, the objective of our audit will not be to provide an
opinion on overall compliance and we will not express such an opinion in our report on compliance issued
pursuant to Government Auditing Standards.

Audit Administration, Fees, and Other

We understand that your employees will prepare all cash or other confirmations we request and will locate any
documents selected by us for testing, as well as prepare any requested supporting schedules.
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GAAS require that we communicate certain additional matters related to the conduct of our audit to those
charged with governance. Such matters include (1) our responsibilities under auditing standards generally
accepted in the United States of America; (2) an overview of the planned scope and timing of the audit; (3)
significant findings from the audit, including, among others: (a) the initial selection of and changes in significant
accounting policies and their application; (b) the process used by management in formulating particularly
sensitive accounting estimates and the basis for our conclusions regarding the reasonableness of those
estimates; (c) significant difficulties that we encountered in dealing with management related to the
performance of the audit; (d) audit adjustments that could, in our judgment, either individually or in the
aggregate, have a significant effect on your financial reporting process and uncorrected misstatements of the
financial statements that were determined by management to be immaterial, both individually and in the
aggregate, to the financial statements taken as a whole; (e) any disagreements with management, whether or
not satisfactorily resolved, about matters that individually or in the aggregate could be significant to the financial
statements or our report;(j) management representations; (g) our views about matters that were the subject of
management's consultation with other accountants about auditing and accounting matters; (h) major issues
that were discussed with management in connection with the retention of our services, including, among other
matters, any discussions regarding the application of accounting principles and auditing standards, and if
applicable, events or conditions indicating there could be a substantial doubt about the entity's ability to
continue as a going concern for a reasonable period of time; and (4) other matters as considered necessary
or required to be communicated under professional standards.

If you intend to publish or otherwise reproduce the financial statements and make reference to our office, you
agree to provide us with printers' proofs or masters for our review and approval before printing. You also agree
to provide us with a copy of the final reproduced material for our approval before it is distributed.

The audit documentation for this engagement is the property of the Office of the State Auditor. Once an audit
is complete most of our audit documentation is public information. This audit documentation is therefore subject
to inspection in our office with prior authorization by the State Auditor, Director, or Audit Managers. Any
confidential information or data in our work papers will be safeguarded from public disclosure. Management is
responsible for informing us of any confidentiality provisions related to documentation provided to the State
Auditor's Office.

We expect to begin our audit in March 2022 and to issue our reports upon completion. Heath Erickson, CPA will
be the audit manager and is responsible for supervising the engagement.

Our fee for these services will be at our standard hourly rates plus travel and other out-of-pocket costs. Our
standard hourly rates vary according to the degree of responsibility involved and the experience level of the
personnel assigned to your audit.

Government Auditing Standards require that we provide you with a copy of our most recent external peer
review report or any letter of comment, and any subsequent peer review reports and letters of comment
received during the period of the contract. Copies of our latest peer review reports may be found online at
https://www.nd.gov/auditor/about-us/peer-review-reports

We believe this letter accurately summarizes the significant terms or our engagement. If you have any
questions, please let us know.

Very truly yours,

%,W

Heath Erickson, CPA
Audit Manager
Division of Local Government Audit
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Bismarck, North Dakota, 58505

PETITION FOR FINANCIAL AUDIT

We, the undersigned, being qualified electors request an audit authorized by North Dakota Century Code 54-10-15. The state auditor shall audit and review the

books, records, and financial accounts of , Which is a political subdivision enumerated in North Dakota Century
Code 54-10-14.

This audit will be charged to the political subdivision that is the subject of this petition
as set forth in North Dakota Century Code 54-10-15.

CHIEF PETITIONER
The following is the name and address of the qualified elector of the political subdivision who, as the chief petitioner for the petitioners, represents and acts for
the petitioners in accordance with law:

Top three (3) major concerns

Name:

Address: 1)
City: , ND Zip:

Contact #: 2)

Contact Email:

3)




BEFORE COLLECTING SIGNATURES, PLEASE FILL OUT THE ABOVE INFORMATION AND 'ﬂ: 2
E-MAIL OR MAIL TO THE STATE AUDITOR’S OFFICE AT:

Mail: NDSAO Email: NDSAO@ND.GOV

600 E. Blvd. Ave. Dept. 117
Bismarck, ND 58505

The State Auditor’s Office will notify you at the above contact information provided, that the petition has been
approved and can be circulated for signatures. Do not start collecting signatures until our office has let you know
approval status.

INSTRUCTIONS FOR PETITION

HOW TO CIRCULATE: Each individual Petition must be circulated in its entirety with the completed information shown above and must be
made available to each signer at the time of signing. Each person collecting signatures shall sign and have his or her signature on the
petition notarized affirming that the signatures are of qualified electors.

Only qualified electors of the political subdivision may sign the petition. In addition to signing and printing the person's name, petition signers
shall include: the date of signing; their complete residential address to include the name of the North Dakota city and its corresponding
ZIP code.

For a petition to be sufficient, it must contain signatures from at least thirty-five percent of the qualified electors of any political subdivision
enumerated in section 54-10-14 voting for the office of governor at the preceding general election or, in the case of school districts, upon
petition of at least thirty-five percent of the qualified electors voting at the preceding school board election.

Incomplete information provided by petition signers will invalidate such signatures.

WHO FILES: The Petition must be submitted by the chief petitioner to the State Auditor before the petitions are circulated and after signatures
have been gathered.

WHEN TO FILE: 180 days from the approval of the petition for circulation by the State Auditor’s Office.
ASSISTANCE: Questions regarding the Petition may be directed to the State Auditor’s office at (701) 328-2241.



We, the undersigned, being qualified electors request an audit authorized by North Dakota Century Code 54-10-15. The state auditor shall audit and review the ﬁ—%

books, records, and financial accounts of , which is a political subdivision enumerated in North Dakota Century
Code 54-10-14.

INSTRUCTIONS TO PETITION SIGNERS

You are being asked to sign a petition. You must be a qualified elector. This means you are eligible to vote in the political subdivision subject to this petition. All

signers shall legibly print their name, complete residential address, and the date of signing on the petition. Every qualified elector signing a petition must do so in
the presence of the individual circulating the petition.

QUALIFIED ELECTORS
Month/Day PRINTED SIGNED — i
Year Name of Qualified Elector Name of Qualified Elector Resideniial Address e Sl

10

1

12

13

14




State of North Dakota Ll

County of

(County where signed)

l, , being sworn, say that | am a qualified elector; that | reside at
(circulator)

(address)

that each signature contained on the attached petition for the state auditor to audit and review the books, records, and financial accounts of

was executed in my presence; and that to the best of my knowledge and belief each individual whose

signature appears on the attached petition is a qualified elector; and that each signature contained on the attached petition is the genuine
signature of the individual whose name it purports to be.

(Signature of circulator)

Subscribed and sworn to before me on , 20 , at , North Dakota
(city)

(Notary Stamping Device)

(Signature of notarial officer)
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INVOICE
Please Remit To: Page:
Office of the State Auditor Invoice No:
600 East Boulevard - Dept. 117 Invoice Date:
Bismarck ND 58505-0400 Customer Number:
United States Payment Terms:
Due Date:
Bill To:
CITY OF PARSHALL AMOUNT DUE:

Governing Board
PO BOX 159
PARSHALL ND 58770

| For billing questions, please call 701-328-2241

\.{)

1
SA0000017837
03/22/2022
31120

Due Immed
03/22/2022

12,500.00 USD

Amount Remitted

d. k¥ 035805

Lf-18-0AF-

Line Adj Identifier Description Quantity UOM Unit Amt Net Amount
1 POLITICAL SUB Political Sub Audits 1.00 EA 12,500.00 12,500.00
PROGRESS BILL #1 - YEAR ENDED 2021
PLEASE RETURN TOP PORTION WITH PAYMENT. THANK YOQU!
SUBTOTAL: 12,500.00
TOTAL AMOUNT DUE : 12,500,00
Original

STANDARD
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INVOICE
Please Remit To: Page: 1

Office of the State Auditor Invoice No: SA0000017969
600 East Boulevard - Dept. 117 Invoice Date: 05/20/2022
Bismarck ND 58505-0400 Customer Number: 31120
United States Payment Terms: Due Immed

Due Date: 05/20/2022

Bill To:
CITY OF PARSHALL AMOUNT DUE: 26,750.00 USD
Governing Board
PO BOX 159 PAST DUE
PARSHALL ND 58770
Amount Remitted
IIIIII|IIIIIIIII|III”llllll”ll
| For billing questions, please call 701-328-2241 B
Line Adj Identifier Description Quantity UOM Unit Amt Net Amount
1 POLITICAL SUB Political Sub Audits 1.00 EA 26,750.00 26,750.00
FINAL BILL - YEAR ENDED 2021
PLEASE RETURN TOP PORTION WITH PAYMENT. THANK YOU!
SUBTOTAL: 26,750.00
| TOTAL AMOUNT DUE : 26,750.00
Original




by: Brendan Rodenberg
Posted: May 27, 2022 / 12:35 PM CDT

Updated: May 27,2022 / 02:55 PM CDT
SHARE
Parshall audit reveals delayed financial statements

The North Dakota State Auditor’s Office recently finished its audit on the City of
Parshall.

In February, the office received a citizen petition request to look at the city’s
books. Under state law, the auditor’s office can be called to audit or review a
political subdivision if enough qualified voters of that entity request the audit. In
Parshall’s case, the petition required 50 valid signatures to obtain the audit or
review.

The Auditor’s Office found one main issue: concerns regarding the city’s failure to
properly file and void checks at an appropriate time.

The office noted such a failure makes accurately reporting the city’s finances
extremely difficult, which could potentially cause the finances to be
misrepresented.

State Auditor take to Parshall after citizen petition

The auditor requested Parshall begin to void their checks in a more timely
manner in the general ledger, in order to ensure reporting of cash and expenses
is done as quickly and as accurately as possible.

Normally, state audits occur once a year, but special audits can take place when
requested by citizens through petitions requesting the State Auditor’s office to
perform an in-depth audit of a city or other government entity outside of the
designated times. In this case, a successful citizen petition effort was what led to
Parshall’s audit.
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STATE OF NORTH DAKOTA é

OFFICE OF ATTORNEY GENERAL

www.attorneygeneral.nd.gov
(701) 328-2210

Drew H. Wrigley
ATTORNEY GENERAL

December 2, 2022

Mr. William E. Woods Jr.
City of Parshall

Box 159

Parshall, ND 58770-0159

Dear Mr. Woods,

In June you requested an opinion from this office regarding issues surrounding an audit
conducted by the North Dakota State Auditor’s office. The audit was done pursuant to a petition
as set forth in N.D.C.C. § 54-10-15(1). You take issue with whether the circulator witnessed the
people signing the petition. You ask what agency is responsible for verifying the contents of a
petition. The petition is filed with the State Auditor, so it is the office that has the responsibility
to judge whether any filed petition meets the requirements of the statute. The statute, however,
is silent regarding whether a circulator must witness the signatures. The only requirement set out
in the statute is that the petition is signed by at least thirty-five percent of the electors of any
political subdivision. . .for office of governor.! The responsibility to verify that requirement is
with the Auditor’s Office.

You also dispute the bill received by the State Auditor. The law allows the State Auditor to
charge an amount equal to the fair value of the audit. This office cannot issue an opinion
resolving factual issues.? Therefore, we cannot determine whether the auditor’s bill represents
the fair market value of an audit. As we discussed previously, concerns about the authority of the
State Auditor should be addressed with your legislative representative. If you take issue with the
audit amount, you should contact the State Auditor to come to a resolution regarding the amount

owed.

Sincerely,

i

Assistant\Attorney General

1 N.D.C.C. § 54-10-15(1).
2N.D.A.G. 2004-L-49; N.D.A.G. 2002-F-07; N.D.A.G. 94-L-327.
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PHONE

STATE AUDITOR
701-328-2241

Joshwua C. Gallion

FAX
701-328-2343
STATE OF NORTH DAKOTA
wwve.nd.gov/audiior OFFICE OgTI\?EECi]l”ﬁTC'E AUDITOR ndsco¢nd.gov
6CO E. Beulevard Ave. Dept. 117

Bismorck, Morth Dakota, 58505

GOVERNANCE COMMUNICATION

May 23, 2022

Board of City Councilmembers
City of Parshall
Parshall, North Dakota

We have audited the financial statements of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Parshall, North Dakota, for the year ended December 31,
2021. Professional standards require that we provide you with information about our responsibilities under generally
accepted auditing standards (and, if applicable, Government Auditing Standards and the Uniform Guidance), as well as
certain information related to the planned scope and timing of our audit. We have communicated such information in our
letter to you dated March 7, 2022 Professional standards also require that we communicate to you with the following
information related to our audit.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by City of Parshall are described in Note 1 to the financial statements. No new accounting policies were
adopted and the application of existing policies was not changed during 2021. We noted no transactions entered into by
the City of Parshall during the year for which there is a lack of authoritative guidance or consensus. All significant
transactions have been recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements presented by management and are based on
management's knowledge and experience about past and current events and assumptions about future events. Certain
accounting estimates are particularly sensitive because of their significance to the financial statements and because of
the possibility that future events affecting them may differ significantly from those expected. The most sensitive estimate
affecting the governmental activities financial statements were:

Management's estimate of the useful lives of capital assets is based on past history of each classification of

capital assets. We evaluated the key factors and assumptions used to develop the useful lives of capital assets
in determining that it is reasonable in relation to the financial statements taken as a whole.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.

34



CITY OF PARSHALL Z/
Governance Communication - Continued

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other
than those that are trivial, and report them to the appropriate level of management. Management has corrected all such
misstatements. The schedule lists all misstatements provided by management or detected as a result of audit procedures
that were corrected by management.

Client Provided Adjustments Audit Adjustments Total Adjustment

Governmental Activities Debit Credit Debit Credit Debit Credit
it
Capital Assets, Net - - 2,061,023 - 2,061,023 -
Cash 6,958 - - - 6,958.00 -
Net Position - Jan 1 - 6,958 - 2,061,023 - 2,067,981

TJo record depreciation expense
Depreciation Expense - - 87,091 - 87,091 -
Accumulated Depreciation - - - 87,091 - 87,091

To record capital asset additions
Capital Assets - - 59,841 - 59,841 -
Expenditures - - - 59,841 - 59,841

General Fund

To record prior period emors PPA

Cash 6,958 - - - 6,958 -
Fund Balance - Jan 1 - 6,958 - - - 6,958

To record voids,
Cash - - 9,298 - 9,298 -
Expenditures - - - 9,298 - 9,298

[} a in due her fund:
Cash - - 114,682 - 114,682 -
Due from other funds - - - 114,682 - 114,682

Special Revenue Fund

To record wids

Cash - - 2,369 - 2,369 -
Expenditures - - - 2,369 - 2,369

Business Type Activities
To record capital asset PPA