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(6056} 773-3595

AUDITOR’S REPORT ON INTERNAL ACCOUNTING AND ADMINISTRATIVE CONTROLS

Board of County Commissioners
Hand County, South Dakota

We have examined the general purpose financial statements of Hand County, South
Dakota, as of December 31, 1988 and for the two years then ended and have
issued our report therean dated April 7, 1989. As part of our examination, we
made a study and evaluation of the internal control systems, including internal
administrative controls used in administering federal financial assistance
programs to the extent we considered necessary to evaluate the systems as
required by generally accepted auditing standards; the standards for financial
and compliance audits contained in the Government Auditing Standards issued by
the U.S. General Accounting Office; the Single Audit Act of 1984; and the
provisions of OMB Circular A-128, Audits of State and Local Governments. For
the purpose of this report, we have classified the significant internal
accounting and administrative controls used in administering federal fipancial
assistance programs into the following categories:

revenues;
expenditures;

payroll;

external financial reports (including federal financial reports);
political activity;

Davis-Bacon Act;

civil rights;

cash management;

relocation assistance;

matching level of effort; and,

monitoring subrecipients.

L. +TFT0O o OO0

The management of Hand County is responsible for establishing and maintaining
internal control systems. In fulfilling that responsibility, estimates and
Judgments by management are required to assess the expected benefits and
related costs of control procedures. The objectives of internal control
systems are to provide management with reasonable, but not absolute, assurance
that assets are safeguarded against loss from unauthorized use or disposition
and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles.
Additional cbjectives of internal control systems used in administering federal
financial assistance programs are to provide management with reasonable, but
not absolute, assurance that resource use is consistent with laws, regulations
and policies; resources are safeguarded against waste, loss, and misuse: and
reliable data are obtained, maintained, and fairly disclosed in federal
financial reports.
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Maurice C. Christiansen, CPA
AUDITOR GENERAL

& 435 SOUTH CHAPELLE
S PIERRE, S.D. 57501-3292
¥ (605) 773-3595

AUDITOR’S REPORT ON COMPLIANCE

Board of County Commissioners
Hand County, South Dakota

We have examined the general purpose financial statements of Hand County, South
Dakota, as of December 31, 1988 and for the two years then ended and have
issued our report thereon dated April 7, 1989. OQur examination was made in
accordance with generally accepted auditing standards; the standards for
financial and compliance audits contained in the Government Auditing Standards
issued by the U.S. General Accounting Office; the Single Audit Act of 1984: and
the provisions of OMB Circular A-128, Audits of State and Local Governments;
and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

The management of Hand County is responsible far the county’s compliance with -
laws and regulations. In connection with the examination referred to above, we
selected and tested transactions and records from nonmajor federal financial
assistance programs to determine the county’s compliance with laws and
regulations, noncompliance with which we believe could have a material effect
on the allowability of program expenditures.

The results of our testing of transactions and records selected from nonmajor
federal financial assistance programs indicate that for the transactions and
records tested, Hand County complied with the laws and regulatigns referred to
in the second paragraph of our report, except as noted in the Auditor’s
Comments.

Our testing was more limited than would be necessary to express an opinion on
whether Hand County administered those programs in compliance in all material
respects with laws and regulations, noncompliance with which we believe could
have a material effect on the allowability of program expenditures; however,
with respect to the transactions and records that were not tested by us,
nothing came to our attention to indicate that Hand County had not complied
with Taws and regulations other than those laws and regulations for which we
noted violations in our testing referred to above.

Wosiloe & (Liitomeer

Maurice C. Christiansen, CPA
Auditor General

April 7, 1989



. ‘ (f) The distribution of collections for other political subdivisions was
not made in all instances by the 20th of the month subseguent to
collection as.required by SDCL 9-21-30 and 13-11-7. -

(g) The annual financial reports have not been prepared on forms pre-
scribed by the auditor general nor have they been published on a
timely basis as required by SDCL 7-10-4.

(h) The county’s fund structure does not comply with the fund structure
required by generally accepted accounting principles and also the

;o county has failed to close out several funds which were eliminated by

; SDCL 10-12-9 on January 1, 1986.

Internal accounting control deficiencies diminish reasonable assurances that
transactions are properly executed and recorded and that assets are properly
safeguarded. ‘

RECOMMENDATIONS:

1. We recommend the county establish and maintain the accounting records
necessary to complete the county’s accounting system.

2. We recommend the county auditor verify all of the cash assets of the
treasurer at the close of each month as required by SDCL 7-10-3.

3. We recommend leave forms be prepared and filed in employees’
permanent files.:

: 4. We recommend the county auditor reconcile the unpaid taxes in the
{ treasurer’s tax list to the tax account record on June 30 and
December 31 of each year as required by SDCL 10-17-9.

5. We recommend the county auditor reconcile the published 1ist of
unpaid taxes to the unpaid taxes in the tax list as required by
SOCL 10-23-2.

6. We recommend collections for other political subdivisions be
distributed by the 20th of the month subsequent to collection
as required by SOCL 9-21-30 and 13-11-7.

7.  We recommend annual financial reports be accurately prepared on forms
prescribed by the auditor general and published in the time allowed
by SDEL 7-10-4.

8. We recommend the county close out the funds which were eliminated by

SOCL 10-12-9 and classify funds in a manner consistent with
requirements of generally accepted accounting principles.

Personal Property Tax Replacement Distribution
Finding:
Personal property tax replacement monies were not distributed in the manner
prescribed by SOCL 10-13A-5 during the period 1984 through 1988 resulting in

aggregate over/underpayments to various taxing subdivisions of approximately
$155,000. :

-5-

.....



The county ... upon receipt of such funds shall apportion and
distribute the funds between the taxing subdivisions, including
the county, in the same proportion as the average of personal
property taxes assessed in each taxing subdivision ... for cal-
endar years 1972, 1973, 1974, 1975 and 1976 ....

The county distributed bank franchise taxes in the same manner as they distri-
buted personal property tax replacement monies. The following recalculation
reflects the over/underpayments for the period from 1984 through 1988 result-
ing from this error: -

Overpaid Underpaid

Hand County $ $ 8,456.63
Conservancy Sub-districts 2,725.75

- Townships ) 2,511.24
Miller City 23.81
Ree Heights Town ' 61.78
St. Lawrence Town : - 449.61
Wessington Annex 74,44
Miller School 3,190.02
Redfield Schoal 930.28
Tulare Schog] 159.76
Wessington School 1,558.52
Faulkton School 5,830.56
Polo School ' 881.02

RECOMMENDATION:

10. We recommend subsequent remittances of bank franchise tax
monies to affected subdivisions be adjusted to correct the
over and underpayments made from 1984 through 1988.
Closing Conference

The audit was discussed with the commissioners, state’s attorney, highway
superintendent, auditor, sheriff and register of deeds on April 7, 1989.

‘ .



HAND COUNTY
BALANCE SHEET
December 31, 1588

| —

Assets:
Current Assets:
Cash in Banks
Treasurer’'s Change Fund
Taxes Recelvable, Current
Savings Certificates

Total Current Assets’

Fixed Assets:
Land .
Buildings and Structures
Furniture and Equipment
Machinery and Automotive Equipment

Total Fixed Assets

TOTAL ASSETS

Liabilities and Equity:

Current Liabilities:
Trust and Agency Fund Balances
Untreallzed Revenue

Equity:
Investment in Fixed Assets
General Fund Cash Balance
Special Revenue Funds Cash Balance
Revolving Funds Cash Balance
Enterprise Funds Cash Balance

TOTAL LIABILITIES AND EQUITY

$ 625,506.80
500.00
1,360,379.16
420,000.00

14,000.00
4,057,666.00
388,078.00
210,150.00

$7,076,279.96

$ 226,091.30
1,360,379.16

4,669 ,894.00
28,471.63
451,435.38
11,479.93
328,528.56
$7,076,279.96

RS R AR

The notes to the financial statements are an integral part of this statement.
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A1l fixed assets are valued at historical cost or estimated histori-
cal cost if actual historical cost.is not available. Donated fixed
assets are valued at their estimated fair value on the date donated.

The account group is not a "fund." It is concerned only with the
measurement of financial position. It is not involved with
measurement of results of operations.

Basis of Accounting:

Basis of accounting refers to when revenues and expenditures or
expenses are recognized in the accounts and reported in the financial
statements.

A1l gavernmental funds and Expendable Trust Funds are accounted for
using the modified accrual basis of accounting. Their revenues are
. recognized when they become measurable and available., Expenditures
are generally recognized when the related fund 1iability is incurred.

Budgets and Budgetary Accohntinq:

The county follows these procedures in establishing the budgetary
data reflected in the fingncia1 statements:

1. Between the first and fifteenth days of July in each year the
board of county commissioners prepares and files with the county
auditor a provisicnal budget for the following year, containing
a detailed estimate of cash balances, revenues and expenditures.

2. Prior.to the first Tuesday in September in each year a notice of
budget hearing is published once each week for two successive
weeks, and the text of the provisional budget is published with
the first publication.

3. The board of county commissioners holds a meeting for the
purpose of considering the provisional budget on the first
Tuesday in September in each year, Changes made to the
provisional budget are entered at length in the minutes of the
board of county commissioners.

4. On the second Tuesday in September in each year the board of
county commissioners adopts an annual budget for the ensuing
year. The adopted budget is filed in the office of the county
auditor,

5. After adoption by the board of county commissioners, the
operating budget is legally binding and actual expenditures for
each purpose cannot exceed the amounts budgeted, except as
indicated in number 7.

6. A line item for contingencies may be included in the annual
budget. Such a 1ine item may not exceed 5 percent of the total
county budget.

7. If it is determined during the year that sufficient amounts have
not been budgeted, state statute allows the adoption of
supplemental budgets.

-15-



i. . Deferred Revenue:

Under the maodified accrual basis of accounting, receivables may be
measurable but not avajlable. Available means collectible within the
current period or soon enough thereafter to be used to pay 1iabili-
ties of the current period. Receivables that are measurable but not
available have been deferred.

PROPERTY TAX

Property taxes attach as an enforceable lien on property as of January 1

of each year. Taxes are levied on the first Tuesday in September or ten

days thereafter and payable in two installments on or before April 30 and
October 31 of the following year.

The county is permitted by several state statutes to levy varying amounts
of taxes per $1,000 of taxable valuation of the property in the county.

The combined tax rates to finance county services including principal and
interest on long-term debt for the year ended December 31, 1988 totaled
$10.53 per $1,000 of taxable valuation.

EXPENDITURES IN EXCESS OF APPROPRIATIONS

The following represents the overdrafts of the expenditures compared to
appropriations:

Year Ended Year Ended
12/31/87 12/31/88

General Fund:

Veterans’ Service Office $ 122.76 $

Predatory Animal 13,868.56 6,933.56

Weed and Pest Control 325.60

Auditor’s Office 10.36
Special Revenue Funds:

Fire Protection 4,463.95

Revenue Sharing 55,546.06

DEFICIT FUND CASH BALANCES

As of December 31, 1988 the following funds had deficit fund balances/
retained earnings in the amounts shown:

Fire Protection Fund ' ' $ 5,891.28
Low Income Energy Assistance Program Fund 601.15



HAND COUNTY
SCHEDULE OF FEDERAL FUND EXPENDITURES
For the Two Years Ended December 31, 1988

Direct Federal Funding:

Department of Treasury,
0ffice of Revenue Sharing

Department of the Interior,
U.S. Fish and Wildlife Service
(Note 1)

Indirect Federal Funding:

S.D. Department of Health,
Special Supplemental Food Program
for Women, Infants and Children

S.D. Department of Social Services,
Food Stamp Administration
Low Income Energy Assistance
Program

S.D0. Department of Military and
Veterans’ Affairs,
Emergency Management Assistance

S.D. Department of Energy,
Stripper Well

CFDA
Numbers

21.300

15.611

10.557

10.551

13.789

83.503

------------------------

'$80,997.

1,717.

2,158.
3,724,
3,706.

369.

33,126.

Amount
1988

91 $155,075.
00 1,685.
&5 1,911.
80 3,806.
44 4,339.
67

41 1,192.

Note 1: Ffederal reimbursements are not based upon specific expenditures.
Therefore, the amounts reparted here represent cash received rather

than federal expenditures.
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