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MAURICE C. CHRISTIANSEN, CPA
AUDITOR GENERAL

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
BASED ON AN AUDIT OF GENERAL-PURPOSE FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of County Commissioners
Hand County, South Dakota

We have audited the general-purpose financial statements of Hand County, South
Dakota, as of and for the two years ended December 31, 1992, and have issued
our report thereon dated July 21, 1993,

We conducted our audit in accordance with generally accepted auditing standards
and Government Auditing Standards issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the general-purpose financial state-
ments are free of material misstatement.

Compliance with laws, regulations, contracts, and grants applicable to Hand
County is the responsibility of Hand County’s management. As part of obtaining
reasonable assurance about whether the general-purpose financial statements are
free of material misstatement, we performed tests of the county’s compliance
with certain provisions of laws, regulations, contracts, and grants. However,
the objective of our audit of the general-purpose financial statements was not
to provide an opinion on overall compliance with such provisions. Accordingly,
we do not express such an opinion.

The results of our tests indicate that, with respect to the items tested, Hand
County complied, in all material respects, with the provisions referred to in
the preceding paragraph. With respect to items not tested, nothing came to our
attention that caused us to believe that the county had not complied, in all
material respects, with those provisions.

This report is intended for the information of the management and governing
board. However, this report is a matter of public record and its distribution

is not limited.

Maurice C. Christiansen, CPA
Auditor General

July 21, 1993
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For all of the internal control structure categories listed above, we obtained
an understanding of the design of relevant policies and procedures and whether
they have been placed in operation, and we assessed control risk.

We noted certain matters involving the internal control structure and its
operation that we consider to be reportable conditions under standards
established by the American Institute of Certified Public Accountants.
Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control
structure that, in our judgment, could adversely affect the entity’s ability to
record, process, summarize, and report financial data consistent with the
assertions of management in the general purpose financial statements.

Reportable conditions nofed were as follows:

a. There was a lack of proper segregation of duties for the revenue
function.

b. There was a lack of proper segregation of duties for the expenditure
function.

c. There was a lack of proper segregation of duties for the payroll
function.

d. The operation of the control structure was such that the financial
statements for the two years ended December 31, 1992 contained
numerous material reporting errors.

‘e. Revenues and expenditures recorded in the general ledger are not com-
pared to the revenue and expenditure budget records on a monthly basis.

- A material weakness is a reportable condition in which the design or operation
of one or more of the specific internal control structure elements does not
reduce to a relatively low level the risk that errors or irregularities in
amounts that would be material in relation to the general-purpose financial

- statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions.

Our consideration of the internal control structure would not necessarily
discTose all matters in the internal control structure that might be reportable
conditions and, accordingly, would not necessarily disclose all reportable
conditions that are considered to be material weaknesses as defined above. Our
study and evaluation disclosed there were material weaknesses in controls in
effect at Hand County. These material weaknesses are listed as reportable
conditions a. through d. above.

We also noted other matters inVo]ving the internal control structure and its
operation that we have reported to the management of Hand County in a separate
communication dated July 21, 1993.

This report is intended for the information of the management and governing
board. However, this report is a matter of public record and its distribution

is not limited.

M pasiow CC it Zeo

Maurice C. Christiansen, CPA
Auditor General

July 21, 1993
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MAURICE C. CHRISTIANSEN, CPA
AUDITOR GENERAL

INDEPENDENT‘AUDITOR’S REPORT

Board of County Commissioners
Hand County, South Dakota

We have audited the accompanying general-purpose financial statements of Hand
County, South Dakota, as of December 31, 1992, and for the two years then
ended, as listed in the Table of Contents. These general-purpose financial
statements are the responsibility of Hand County’s management. Our respon-
sibility is to express an opinion on these general-purpose financial statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards
and Government Auditing Standards issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the general-purpose financial
statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the general-
purpose financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall general-purpose financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the general-purpose financial statements referred to above
present fairly, in all material respects, the financial position of Hand County
as of December 31, 1992 and the results of its operations for the two years
then ended, and the cash flows of its nonexpendable trust fund for the year
ended December 31, 1991, in conformity with generally accepted accounting:

principles.

Our audit was made for the purpose of forming an opinion on the general-purpose
financial statements taken as a whole. The combining financial statements and
schedule listed in the Table of Contents are presented for purposes of addi-
tional analysis and are not a required part of the general-purpose financial
statements of Hand County. Such information has been subjected to the auditing
procedures applied in the audit of the general-purpose financial statements
and, in our opinion, is fairly presented in all material respects in relation
to the general-purpose financial statements taken as a whole.

&
O
Maurice C. Christiansen, CPA

Auditor General
July 21, 1993
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HAND COUNTY
COMBINED STATEMENT OF CASH FLOWS
ALL NONEXPENDABLE TRUST FUNDS
For the Year Ended December 31, 1991

Cash Flows from Operating Activities:
Operating Income

Cash Flows from Noncapital Financing Activities:
Adjustment for Unrecorded Revenue

Net Increase {Decrease} in Cash and Cash Eguivalents
During the Fiscal Year

Cash and Cash Equivalents at Beginning of Year

CASH AND CASH EQUIVALENTS AT END QF YEAR

The notes to the financial statements are an integral part of this statement.

-17-

Fiduciary
Fund Types

Nonexpendable
Trust

$ (26,486.65)

1,650.00



private organizations, other governments, and/or other funds. These
include expendable trust, nonexpendable trust and agency funds.
Nonexpendable trust funds are accounted for in essentially the same
manner as proprietary funds since capital maintenance is critical.
Expendable trust funds are accounted for in essentially the same
manner as governmental funds. Agency funds are custodial in nature
(assets equal liabilities) and do not involve measurement of results
of operations.

Fixed Assets and Long-Term Liabiljties:

Fixed assets used in governmental fund type operations (general fixed
assets) are accounted for in the general fixed assets account group,
rather than in governmental funds. Public domain (infrastructure)
general fixed assets consisting of certain improvements other than
buildings, including roads, bridges, sidewalks, drainage systems, and
1ighting systems, are not capitalized along with other general fixed
assets. No depreciation has been provided on general fixed assets.

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.

Long-term 1iabilities expected to be financed from governmental funds
are accounted for in the general long-term debt account group, not in
the governmental funds.

The two account groups are not "funds." They are concerned only with
the measurement of financial position. They are 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 governmental 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.
Exceptions to this general rule include principal and interest on
general long-term debt which is recognized when due.

A1l nonexpendable trust funds are accounted for using the accrual

basis of accounting. Their revenues are recognized when they are
earned, and their expenses are recognized when they are incurred.

Budgets and Budgetary Accounting:

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

1. Between the first and fifteenth days of July in each year the
board of county commissioners prepares and files with the county

-19-



f.

10.

12/31/891 12/31/92
Public Works:
Sanitation:
Solid Waste 40,000.00
Public Safety:
Law Enforcement:
County Jail 20,000.00

Secondary Road Fund:
Public Works:
Highways and Bridges:
Secondary Road 8,000.00

Domestic Abuse Fund:

Health and Welfare:

Social Services:
Domestic Abuse 300.00

WIC Fund:
Health and Welfare:
Health Assistance:
Health Services 650.00

Emergency Management Service Fund:
Public Safety:
Protective and Emergency Services:
Emergency and Disaster Services 1,465.00

Unexpended appropriations lapse at year end unless encumbered by
resolution of the board of county commissioners.

Encumbrance accounting, under which purchase orders, contracts,
and other commitments for the expenditure of monies are recorded
in order to reserve that portion of the applicable appropria-
tion, is employed as an extension of formal budgetary integra-
tion in the General Fund and special revenue funds. No encum-
brances were outstanding at year end.

Formal budgetary integration is employed as a management control
device during the year for the General Fund and special revenue
funds. Formal budgetary integration is not employed for debt
service funds because effective budgetary contrel is alterna-
tively achieved through general obligation bond indenture
provisions.

Budgets for the General Fund and special revenue funds are
adopted on a basis consistent with generally accepted accounting

principles (GAAP).

Deposits and Investments:

The county follows the practice of aggregating the cash assets of
various funds to maximize cash management efficiency and returns.
Various restrictions on deposits and investments are imposed by
statutes. These restrictions are summarized below:

-21-



As of December 31, 1992 the following liability existed for
accumulated unpa1d leave balances calculated at the emp]oyees
December 31, 1992 pay rates:

Vacation Pay:
General Long-Term Debt Account Group $ 3,981.12

The financial statements do give effect to this 1iability. This
amount does not include the employer’s share of payroll deductions.

i. Deferred Revenue:

Under the modified accrual basis of accounting, receivables may be
measurable but not available. Available means collectible within the
current periecd or soon enough thereafter to be used to pay liabili-
ties of the current period. Reported deferred revenues are those
where asset recognition criteria have been met but for which revenue
recognition criteria have not been met.

j. Cash Flows:

The county pools its cash resources for depositing and investing
purposes. The proprietary funds essentially have access to their
cash resources on demand. Accordingly, all reported deposit and
investment balances are considered to be cash equivalents for the
purpose of the Statement of Cash Flows.

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 instaliments 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 rate to finance county services including principal and

interest on long-term debt for the year ended December 31, 1992 was
$10.81 per $1,000 of taxable valuation.

CHANGES IN GENERAL FIXED ASSETS

A summary of changes in general fixed assets for the two years ended
December 31, 1992 is as follows:

Balance _ Balance

1/1/91 Additions Deletions 12/31/92
Land $ 18,536.00 § $ $ 18,536.00
Buildings 1,236,854.90 1,236,854.90
Machinery & Equipment 823,679.75 397,361.24 87,468.48 1,133,572.51
TOTAL $2,079,070.65 $397,361. 24 $87,468.48 $2 388, 963 41



after age 58 for Class A members where age and credited service equal 85

or after age 55 for Class B Judicial members where age and credited

service equal 80 are entitled to an unreduced annual retirement benefit.

Class B Public Safety members can retire with an unreduced annual ' B
retirement benefit at or after age 55 with five years of credited service ;
or with 25 years of service, no reduction occurs after age 50 and less

reduction occurs from 45 to 50.

The standard annual benefit for Class A members is the greater of 1.3
percent of final average salary times years of credited service or 2
percent of final average salary times years of credited service less other
public benefits. Class B Public Safety members receive a benefit of 2
percent of final average salary times years of public safety credited
service. Class B Judicial members receive a benefit of 3-1/3 percent of
the final average salary times years of judicial credited service up to 15
years plus 2 percent of final average salary times years of jud1cia1
credited service in excess of 15 years.

Final average salary is the member’s highest annual average compensation
earned over 12 consecutive calendar quarters during their last 40 gquarters
of participation in the South Dakota Retirement System.

Class A members are required by state statute to contribute 5 percent of
their salary to the plan, Class B Judicial members 9 percent of salary and
Class B Public Safety members 8 percent of salary. State statute also
requires the employer to contribute an amount equal to the member’s
contribution.

1992

Contribution Information:
Contribution Requirements {Total of

employee and employer contributions) $ 62,455.93
County Contributions 30,473.37

Percent of Covered Payroll 5.22%
Employee Contributions 31,982.56

Percent of Covered Payroll ‘ 5.48%

The "pension benefit obligation" is a standardized disciosure measure of
the present value of pension benefits, adjusted for the effects of
projected salary increases, estimated to be payable in the future as.a
result of employee service to date. The measure, which is the actuarial
present value of credited projected benefits, is intended to help users
assess the System’s funding status on an ongoing basis, assess progress
made in accumulating sufficient assets to pay benefits when due, and make
comparisons among PERS. The System does not make separate measurements of
assets and the pension benefit obligation for individual employers. The
pension benefit obligation at June 30, 1992 for the System as a whole,
determined through an actuarial valuation performed as of that date, was
$1,519,131,735. The System’s net assets available for benefits on that
date {valued at market) were $1,783,732,116, resulting in net assets
available for benefits in excess of pension benefit obligation by
$264,600,381. This is the latest actuarial information available. The
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The following unaudited data summarizes the financial condition and
results of operation of the joint venture as of and for the years ended
December 31, 1991 and 1992:

1991 1992
Total Assets $ 1,942.88 $12,280.29
Total Fund Equity 1,942.88 12,280.29
Total Revenues 33,175.80 52,200.34
Total Expenditures 31,232.92 4]1,862.93
Net Increase in Fund Equity 1,942.88 10,337.41

-27-



65°920°59% § Ova0B'z  §  (SS'SS'T) § (45weR) $ ¥6°219's §  SLST6°65 0§ 96°0RL'EEZ § 99°9/6°v9E
65°228"€8Y or-80a‘2 (e1°592'1) (sg-e1¢) G6'966"Y 0¥ &b '9l ¥L7212°291 80 vEv' 662
65 228°E5€ 0r°808°2 {e1°594°1) {s8°€1€E) S6°966° ¥ 0% 6y 91 ¥L212" 01 80" ¥EY 'p22
00°000°0ET 00°000°SS 00°000'5¢
00" v02 181 000 8576 82°6€ 667619 SE'99p'EY 22°825°1¢ 85 Y559
S1°6£5°081 SE°99P'EV 22'825°14 85 #P5°59
58° 999 $ $ 856 S A $ 66519 $ $ $ $
65°920°599 § O0¥'e08°Z $ (S5°552°T) & (45°042) $ SL°219°S $ SL°SI6'6S  § 96°0vL°'EEe § 99°8/6'v9E §
S0°€06°'52 €E°62€°T v 2v9'l 62°1€6°22
07°9€9'¥ST 20 LET 20 vL°588'69 62°ET9'2¥
broiev'yey § 0¥ BO0B°Z $ {ss'ssi't)  § (u50viz) $ ¥6°219'S $ T 0] vL212°291 % B0 vER'662 $
1®30L punj punj pun4 pun punjy punj puni
asnqy 4dv3I1 u3Jp| Y3 SIDLALDG peoy 3A43SDY | eACwaY
J{1sauWog pue sjueiuj Jususbeuey A4epuosag abp|.g pue Moug
* SUUION Aouabiaun Kemyb 1y

2661 'IE 43qusdag
SONNJ INNIA3Y TWIJ3dS
133HS JONVIVE DNINISWOD
ALNNDD ONYH

ALINDI ONV SITLITIAVIT TW10L
A3inby |ejo)

pajeub | sapun
suojjejidoiddy s aeay
jxaN 40) pajeubisag
1$30uR |vg pun{ paaJasadup
:A31nb3 puny

$3131149947 JuaLing (e30)

SNnudAay padJdajag
IqeAed SJaLONOK

iSa41LL1qRE]

$1355V Wiol

juanbu| {ag
--3|qeA 839y saxe)
Juaang
--3|qeA|a0ay saxe)
yseg
:5jassy

-20-



6L Z¥E'TLr § 0P b29'2 §  (1£°60%) $ 1A $ ooo $§ 606286 §  SUTTPI'LIT § ZU'ves'IRZ §
S€° 90 ‘62¢ Ok vhE'2 16°29 10°091 00°0 15°6€8'¢€2 91°5€9 05T 9€ 52K ' 262
(98" {£) (98°£€)
(08-222'2) {20°996) {82-952'1)
{va's} (0z°g) (ve-2)
S9°EEL'TEY OF ¥¥E'2 16729 10091 00° 0 15°6€8 €2 BE"¥08' IS b 22L'€52
¥8°6/8°TH 00" 0EE (22" 2Ly} (00 c€) (2¢°605'¥1) 207900 £2 9/°855°62
00°009 00009
14°965' 651 ] LUPET'E 00806 '€ 00°0 59°5¢6'6€ 60°62¥'S9 087165 ¥
1172499 LT PET'E 00°80S '€
74956251 S9°G¥6°'6E 60°6{¥'S9 08°TES ‘LY
5588002 00°0EE S6°190'2 00°Sib’E 00°0 £6°5EF G2 1T°S8F° 16 95°060° 4L
¥ 001 01" 45 Y3 el
02°280'6£ 56°190°2 00°GLF°€ 68°0/9'6 02 08€‘0T S1°P6F‘EE
00°DEE 00°0€E
19°S9e‘19T § $ $ $ $  vO'SBLST $ 18°LK0'28 0§ 94°255't9
|e30q pun 4 puny pun4 puny pun4 pun4 puny
asnqy dv3il uaapi iyl 5301 Aa35 peoy aAdasay | eADuRy
BIREE T pue sjueju] Juauabeue) AJepuosag abp g pue Moug
* suaiwoy K3uab.isury Aemyby

SIINVIVE QNNd NI S3IONVHD aNV $3

1661 ‘1€ Jaquadag papuj Jea; ay3 Joj

SORNS 3NNIAIY WII3dS

HNLIONIdX3 “SINN3AIY 40 LNIWILYLS ONINIBWOD
ALNNOD ONVH

1667 “T€ ¥38W3D30
“30NVIvVE awn4d

aoue|eq puny paysnfpy

djysumo) puetg

40443 uojjdoddy xe) auoyda|a)

punjay
!sjusulsnipy
1661 “1 Adenuep ‘asue|eg puny

sauny |puadxy
(42pun) J4aag sadanog
Jaylp puR Snuaaay Jo §s5adx]

u] saaysued) Gupjeaadp
1s324n0¢ Bujoueuiy Jayig

sa4n] |puadx] |ej0]

d.e)|an pue yj(eay
$}408 2419nd
15a4nj |puadxy

anuaAay |vl0}

BNUBABY SNOBLE | {908 |y
SNUIATY |RjuBULSADBIDIU]
$}jullag pue S3ISUBDLT
saxe)

lanusAly

-31-



