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INDEPENDENT AUDIT SERVICES, PC
Benjamin Elliott, CPA
P.0O. Box 262
Madison, South Dakota 57042
605.483.3225

Governing Board
City of Selby
Selby, South Dakota

INDEPENDENT AUDITOR'S REPORT

I have audited the accompanying modified cash basis of accounting financial
statements of governmental activities, business-type activities, and each major
fund of the City of Selby {(City), Walworth County, Scuth Dakota as of December 31,
2012 and for each of the years in the biennial period then ended, and the related
notes to the financial statements, which collectively comprise the City’s basic
financial statements as listed in the table of contents.

Management'’s Responsibility for the Financial Statements

The City’s management is responsible for the preparation and fair presentation
of these financial statements in accordance with the modified cash basis of
accounting described in Note le¢ - this includes determining that the modified
cash basis of accounting is an acceptable basis for the preparation of the
financial statements in the circumstances. Management is responsible for the
design, implementation, and maintenance of internal controls relevant to the
preparation and fair presentation of financial statements that are free from
material misstatements, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express opinions on these financial statements based on
ny audit. I conducted my audit in accordance with auditing standards generally
accepted in the United States of America and the standard applicable to financial
audits contained in Government Auditing Standards, issued by the Comptreoller
Ganeral of the United States. Those standards require that I plan and perform
the audit to cbtain reasonable assurance about whether the financial statements
are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s Jjudgement, including the assessment of the risk of material misstate-
ment of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the City’'s
preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal
control. Accordingly, I express no such opinion. An audit also includes eval-
uating 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.

I believe that the audit evidence I obtained is sufficient and appropriate to
provide a basis for my unmodified audit opinions on governmental activities,
business-type activities and each major fund.



City of Selby
Independent Auditor's Report -- Page Two

Unmodified Opinions

In my opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position on a modified cash basis of
accounting, of the governmental activities, business-type activities, and each
major fund of the City of Selby, Walworth County, South Dakota, as of December 31,
2012, and the respective changes in its financial position and, where applicable,
cash flows thereof for each of the years in the biennial periocd then ended, in
accordance with the modified cash basis of accounting described in Note lc¢ to
the financial statements.

Other Matters - Basis of Accounting

I draw attention to Note lc of the financial statements, which describes the
basis of accounting. The financial statements are prepared on the modified
cash basis of accounting, which is a basis of accounting other than accounting
principles generally accepted in the United States of America. My opinion is
not modified with respect to this matter.

Other Matters - Supplementary Information (No Opinion)

My audit was conducted for the purpose of forming opinions on the modified cash
basis of accounting financial statements that collectively comprise the City of
Selby’s financial statements.

The management’s discussion and analysis (page 4 to 9) and the budgetary
comparison schedules (page 27 to 29) listed in the table of contents as
supplementary information, are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

I have applied certain limited procedures te this supplementary information in
accordance with auditing standards generally accepted in the United States of Amer-
ica, which consisted of inquiries of management about the methods of preparing the
formation and comparing the information for consistency with management’s respon-
ses to my inquiries, the basic financial statements, and other knowledge I obtained
during my audit of the basic financial statements. I do not express an opinion
or provide any assurance on this information because the limited procedures do not
provide me with sufficient evidence to express an opinion or provide any assurance.

Other Matters - Supplementary Information {(Cpinion)

My audit was conducted for the purpose of forming opinions on the modified cash
basis of accounting financial statements that collectively comprise the City’'s
financial statements.

The schedule of long-term debt (page 30) listed in the table of contents
as supplementary information, is presented for purposes of additional
analysis and is not a required part of the basic financial statements.

Such information is the responsibility of management and was derived from and
related directly to the underlying accounting and other records used to prepare
the financial statements. The information has been subject to the auditing
procedures applied in the audit of the financial statements and certain additional
proceduras, 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. In my opinion, the information is fairly stated in all material respects
in relation to the basic financial statements as a whole.



City of Selby
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, I have also issued my report
(page 31) dated July 31, 2014 on my test of the City's compliance with certain
provisions of laws, regulations, contracts, and other matters and my considera-
tion of its internal control over financial reporting. The purpose of that report
is to describe the scope of my testing of compliance and internal control over
financial reporting, and the results of that testing, and not to provide an
opinion on compliance or internal control over financial reporting. That report
is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City's compliance and internal control over financial
reporting.

Independent Audit Services, PC
Benjamin Elliott, CPA bl
Madison, South Dakota ?...

July 31, 2014



CITY OF SELBY
DECEMBER 31, 2012

MANAGEMENT' § DISCUSSION AND ANALYSIS (MD&A)

This section of the City of Selby’'s (City) financial report presents our
discussion and analysis of the City’s financial performance during the two years
ending December 31, 2012 within the limitations of the City’s cash basis of
accounting. Please read it in conjunction with the City’s financial statements,
which follow this section.

FINANCIAL HIGHLIGHTS 2012 2011
Receipts:
Charges for goods and services 305,534 282,846
Operating grants 0 4,186
Capital grants 216,681 143,931
General receipts 508,476 577,430
Total 1,030,691 1,008,393
Disbursements:
Governmental 518,125 405,978
Businesas-type 336,566 418,611
Total 854,691 824,589
Increase in Met Position 176,000 183,804
Net Position:
December 31, 2010 775,818
December 31, 2011 959,622 959,622
December 31, 2012 1,135,622
Governmental Funds:
General 609,770 567,003
Water 95,010 42,0585
Sewer 430,842 350,564
Total 1,135,622 959,622

* Received federal forgivable loans of $84,781 to help pay for the Phase II
water improvement project.

* Received a federal forgivable loan of $126,000 to help pay for a sewer
improvement project,

Purchased fire equipment for $5,900.

Made street improvements costing $121,826.

Purchased library books for $1,975.

Paid down two water revenue bonds by $8,184.

* * % »

Duri 2011 he City:

* Received federal grants of $143,931 to help pay for the Phase II water
improvement project.

Made street improvements costing $22,712.

Purchased library books for $1,836.

Borrowed $82,700 from Rural Development for the water improvement project.

Paid down two water revenue bonds by $7,391.

* % % ¥



BRIEF DISCUSSION OF THE BASIC FINANCIAL STATEMENTS

This financial report is presented in a format consistent with the presentation
requirements of the Governmental Accounting Standards Board (CASB) Statement-34.

The financial report consists of three parts: (1) management’s discussion and
analysis (page 4 to 9), (2) the basic financial statements (page 10 to 26) and
{3) other supplementary information {(page 27 to 30). The basic financial
statements include two types of statements that present the City from two
different financial points of view.

Government-wide financial statements (View #1):
The first two statements are government-wide financial statements that
provide both long~term and short-term information about the City’s
overall financial status.

Fund financial statements (View #2):
The remaining financial statements are fund financial statements that
focus on significant operations of the governmental and enterprise
activities of the City.

The governmental financial statements tell how general governmental
services were financed in the short-term, as well as what remains
for future spending. The governmental fund operated by the City for
the two years ending of December 31, 2012 is the general fund.

The enterprise fund financial statements offer short-term and
long-term financial information about the activities of the City
that operate like a business. Enterprise funds operated by the City
for the two years ending December 31, 2012 are the water and sewer
funds.

The fiduciary fund financial statements provide information about
the financial status of activities in which the City acts solely as
a trustee or agent for the benefit of those groups to whom these
funds belong. In 2011 and 2012 the City had no fiduciary funds.

The financial statements include notes that explain in more detail some of the
information found in the financial statements. The financial statements are
also followed by a section of supplementary information that presents a budgetary
analysis for the general fund.

Supplementary Information:

The Management’s Discussion and Analysis (page 4 to 9) and the Budgetary Compar-
ison Schadules {(page 27 to 29) are supplementary information. Such information
provides readers of this report with additional data that supplements the govern-
ment-wide statements and fund financial statements. The Budgetary Comparison
Schedule is praesented on a budgetary basis of accounting, which reports capital
expenditures within their respective expenditure function rather than as a
separate capital cutlay expenditure.

The schedule of changes in debt {page 30) is presented for purposes of additional
analysis and is not a required part of the basic financial statements.

Here is an overview of the City’s financial statements.

Management's Government-wide
Discussion and | --->Financial
Analysis | Statements

| |
Basic Financial | Fund
Stataments -----=-===-- > f==-=>Financial

] [ Statemaents

i I
Supplementary f Notes to the
Information | ===>Financial
{other than MD&A) Statements

-5 -



Here is a summary of the major features of these financial statement.

Expenditures
or Expensel|

| Government-wide | ---------w-——-—------- Fund Statementg--—--—r--————=—====-

{ Statements | Governmental Enterprise

| mmm——mm s | Funds Funds

| |
Scope | Entire City | City activities Activities operated

| {including | except enterprise like a private business

| component units | {(water and sewer) (water and sewex)

| if any) |

| |
Required | Statement of | Balance Sheet Statement of Net Position
Financial | Net Position |
Statements]| |

| }
Required | Statement of | Statement of Receipts Statement of Cash Receipts,
Financial | Activities | Disbursemrents and Disbursements and Changes
Statements| | Changes in Fund in Net Position

| | Balances

| |
Basis of | Modified Cash | Modified Cash Modified Cash
Accounting| !

| |
Measurement Modified Cash | Modified Cash Modified Cash
Focus I |

f |
Types of | ©Only cash | Only cash Only cash
assets & [ No liabilities | No liabilities No liabilities
Ligbilities |

| |
Types of | Cash receipts | Cash receipts Cash raceipts
Revenue and Cash disbursements| Cash disbursements Cash disbursements

|
|

BASIS OF ACCOUNTING

The City has elected to present its financial statements on a modified cash
basis of accounting. This modified cash basis of accounting is a basis of
accounting other than generally accepted accounting principles. Basis of
accounting is a reference to when financial events are recorded, such as the
timing for recognizing revenues, expenses, and their related assets and
liabilities. Under the City’'s modified cash basis of accounting, revenues and
expenses and related assets are recorded when they result from cash transactions,
except for the recording of investments.

GOVERNMENT-WIDE STATEMENTS
(Reporting the City as a whole)

The government-wide statements {(page 10 to 12) report information about the City
as a whole using cash accounting metheds similar to those used by private-sector
companies. The statement of net position includes all of the City's cash. The
statement of activities includes all of a year’'s receipts and disbursements.

The two government-wide statements report the City’s net position and how it has
changed. Net position is the City’'s petty cash, checking, savings, money market
accounts and certificates of deposit. The change in these accounts is one way
to measure the City’s financial health. Increases or decreases in net position
measures improvements or declines in the City's financial health. To assess
the City’s overall financial health you also need to consider other factors such
as changes in the property tax base, and/or sales tax receipts generated from
local businesses.

The government-wide financial statements have two broad categories of informa-
tion: governmental activity and business-type activity.



The governmental activities include basic services such care of streets, police
and fire protection, solid waste disposal, pocl, and library. Property taxes,
sales taxes, rents and interest earnings finance most of these activities.
Bonds and federal and state grants help pay for capital improvements.

The business-type activities account for the City'’s water and sewer activities.
These services are funded by user fees. Bonds and federal and state grants help
pay for water and sewer capital improvements.

FUND FINANCIAIL STATEMENTS
(Reporting the City’s most significant funds)

The fund financial statements (page 13 to 17) provide more detailed information
about the City's most significant funds ~ not the City as a whole. Funds are
accounting tools used to keep track of the City’s receipts and disbursements.
State law requires the use of some funds and the City Council establishes other
funds to manage money for a specific purpose, like a capital project.

The fund financial statements show information in two broad categories:
governmental and enterprise (business-type}.

Governmental funds: Most of the City’s basic services are included in the govern-
mental funds, which focus on (1) how cash flows in and out of that fund, and (2)
cash balances left at year-end which are available for spending in the next year.
The governmental funds financial statements provide detail that helps you deter-
mine whether there is more or fewer cash resources available for spending in the
near future to finance the City’s programs.

Enterprise fund: Services for which the City charges the customer a fee are
generally reported in enterprise funds. These funds account for cash and the
receipt and disbursement of cash, the same as the governmental funds. The water
and sewer funds are the only enterprise funds maintained by the City.

MATERIAL CHANGES IN STATEMENT OF NET POSITION AND STATEMENT OF ACTIVITIES

For the Year Ending December 31, 2012

{(Material changes for governmental activities changes greater than $50,000)
(Material changes for business-type activities = changes greater than $30,000)

[

Increase
{Decrease) Reason
Governmental Activities:
Public works 52,544 Additional street work in 2012.
Business-type Activities:
Cash 133,233 Excess cash receipts over cash disbursements.
Capital grants 66,850 Phase II water project completed in 2011.
Water costs (178,020) Phase II water project completed in 2011.
Sewer costs 95,975 Began sewer project in 2012.
Loan proceeds (82,700) No new loans

For the Year Ending December 31, 2011
{(Material changes for governmental activities changes greater than $50,000)
(Material changes for business-type activities = changes greater than $30,000)

1

Increase
(Decrease) Reason
Governmental Activities:
Cash 137,811 Excass cash receipts over cash disbursements.
Public safety {60,651) No police chief for much of 2011.
Business-type Activities:
Cash 45,993 Excess cash receipts over cash disbursements.
Capital grants (197,619) Phase II water project completed in 2011.
Water costs {463 ,752) Phase II water project completed in 2011.
Loan proceeds (182,457) Fewer loans for Phase II water project.



SIGNIFICANT VARIATIONS BETWEEN ORIGINAL AND FINAL CENERAL FUND BUDGET

In 2012 the City adopted a general fund budget of $649,500 which is an increase
of $84,650 or 14.99% from 2011. The increase was spread across several line
items, There were no supplemental appropriations to the general fund budget.
See page 27 for more information.

In 2011 the City adopted a general fund budget of $564,850 which is a decrease
of $102,407 or 15.35% from 2010. The decrease was spread across several line

items. There were no supplemental appropriations to the general fund budget.

See page 28 for more information.

SIGNIFICANT CAPITAL ASSET ACTIVITY

Significant capital asset activity is reported above.
SIGNIFICANT LONG-TERM DEBT ACTIVITY

During 2012 the City made principal payments of 54,180 and 54,004 on two water
revenue bonds. At December 31, 2012 these loans had a balance of $345,346 and
§269,279. During 2012 the City also received the balance of a forgivable loan
of $8,104 and a new forgivable loan of $126,000.

During 2011 the City made principal payments of $3,848 and $3,543 on two water
revenue bonds. At December 31, 2011 these loans had a balance of $349,526 and
$273,283.

See also page 30 for more information.
CURRENTLY KNOWN FACTS

In September 2011 the City secured funding for a $3,230,000 wastewater improvement
project. It will be financed from a $515,000 Community Development Bleck Grant,
a $700,000 SRF principal forgiveness loan, a $1,815,000 Rural Development loan,
and $200,000 of local cash. Proceeds of $126,000 were received in 2012 and
$574,000 were received in 2013 from the 5700,000 SRF principal forgiveness loan.

CONTACTING THE CITY’'S FINANCIAIL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers,
investors and creditors with a general overview of the City’s finances and to
demonstrate the City’s accountability for the money it receives. If you have
questions about this report or need additional information, contact the City of
Selby’'s business office at P.0O. Box 346, Selby, SD 57472. Pheone 605.649.7301.



CITY OF SELBY
TABLE 1 - NET POSITION

MODIFIED CASH BASIS - BASED ON GOVERMMENT-WIDE FINANCTIAL STATEMENTS
AS OF DECEMBER 31, 2012, DECEMBER 31, 2011, AND DECEMBER 31, 2010

Governmental Business-Type Total
Activities Activities Government
2012 2011 2010 2012 2011 2010 2012 2011 2010
RAssets: e T T T
Petty cash 57 57 57 25 25 25 82 B2 B2
Chacking 14,156 18,664 14,057 13,626 {(5,740) 19,140 27,1782 12,924 33,197
Savings 531,794 450,696 318,472 401,820 221,191 151,938 933,614 671,887 470,411
Cart of deposit 63,763 97,586 96,606 110,381 177,143 175,522 174,144 274,729 272,128
Total assats 609,770 567,003 429,192 525,852 392,619 346,626 1,135,622 959,622 775,818
Net posaition:
Restricted:
Debt service 10,649 7,464 4,440 10,649 7,464 4,440
Water repair 3,000 3,000 3,000 3,000 3,000 3,000
Capital projacts 11,787 1,233 11,787 0 1,233
Customer deposits 11,000 11,000 11,000 11,000 0
Unrestricted 609,770 567,003 429,192 489,416 371,155 337,953 1,099,186 938,158 767,145
Total net position 609,770 567,003 429,192 525,852 392,619 346,626 1,135,622 959,622 775,818
TABLE 2 -~ CHANGES IN NET CASH ASSETS
MODIFIED CASH BASIS - BASED ON GOVERNMENT-WIDE FINANCIAL STATEMENTS
FOR THE THREE YEARS ENDING DECEMBER 31, 2012
Governmental Businessa-Type Total
Activities Activities Government
2012 2011 2010 2012 2011 2010 2012 2011 2010
Receipts: = = = = mesesas msssese ssmesee cdcomes mmemmmm mmmmmmm —mmmmme emmweew —e—————
Program raceipts:
Charges for service 48,377 47,376 57,059 257,157 235,470 208,048 305,534 282,846 265,107
COperating grants 4,186 16,199 4,186 16,199
Capital grants 5,900 1,950 210,781 143,931 341,550 216,681 143,931 343,500
Ganeral recaipts:
Property taxes 221,557 213,928 208,217 221,557 213,928 208,217
Sales taxes 210,348 207,841 208,535 210,348 207,841 208,535
State receipts 34,201 26,595 27,941 34,201 26,595 27,941
County receipts 2,576 2,035 1,903 2,576 2,035 1,903
Interest received 3,004 3,601 4,405 1,861 2,503 4,096 4,865 6,104 8,501
Rents 30,406 25,801 30,1686 30,406 25,801 30,166
Other raceipts 4,523 12,426 4,560 4,523 12,426 4,560
Total receipts 560,892 543,789 560,935 469,799 381,904 553,694 1,030,691 925,693 1,114,629
Disbursements:
Ganeral government 70,334 64,780 80,705 70,334 64,760 80,705
Public safety 82,928 53,033 113,684 82,928 53,033 113,684
Public works 270,386 217,842 203,251 270,386 217,842 203,251
Health and welfare 4,725 7,148 9,008 4,725 7,148 9,008
Culture and recreat 86,277 62,790 67,660 86,277 62,790 67,660
Economic davelopmer 3,475 385 336 3,475 385 336
Watar 199,126 377,146 840,898 199,126 377,146 840,898
Sewer 137,440 41,465 39,647 137,440 41,465 39,647
Total disbursements 518,125 405,978 474,644 336,566 418,611 8B0, 545 854,691 B24,589 1,355,189
Excess of raeceipts over
(under) disbursemer 42,767 137,811 86,291 133,233 (36,707) (326,851) 176,000 101,104 (240,560)
Loan proceeds 82,700 265,157 82,700 265,157
Sale of proparty 5,973 5,973
Change in net positic 42,767 137,811 92,264 133,233 45,993 {61,694) 176,000 183,804 30,570
Net position:
January 1, 2010 336,928 408,320 745,248
Dacember 31, 2010 429,192 429,192 346,626 346,626 775,818 775,818
------- T —_—————— Ewwwwamer —— e S
December 31, 2011 567,003 567,003 392,619 392,619 959,622 959,622
December 31, 2012 609,770 525,852 1,135,622

-9 -



CITY OF SELBY

STATEMENT OF NET POSITICON
MODIFTED CASH BASIS OF ACCOUNTING
AS OF DECEMBER 31, 2012

Primary Government

Business-
Govarnmental Type
Activities Activities Total
ASSETS:
Patty cash 57 25 82
Checking 14,156 1,839 15,995
Checking ~ rastricted 11,787 11,787
Savings - clinic 37,347 37,347
Money market 494,447 401,820 896,267
Caertificates of deposit 63,763 110,381 174,144
Total assets 609,770 525,852 1,135,622
NET POSITION:
Restricted for:
Debt service 10,649 10,649
Water repair and replacemsnt 3,000 3,000
Sewar project construction 11,787 11,787
Customer deposits 11,000 11,000
Unrestricted 609,770 489,416 1,099,186
Total net position 609,770 525,852 1,135,622

See accompanying notes.

- 10 -



CITY OF SELBY

STATEMENT OF ACTIVITIES
MODIFIED CASH BASIS COF ACCOUNTING
FOR THE YEAR ENDING DECEMBER 31, 2012

Functions/Programs:
Primary government:

Govermmental activities:
General government
Public safety
Public works
Health and welfare
Culture and recreation
Economic davelopment

Total governmental activities
Business-type activities:
Water

Sawar

Total business-type activitias

Total primary government

Ses accompanying notes.

Program Receipts

Charges for
Sarvices and

Operating
Grants and

Capital

Grants and

Disbursements Reimbursements Contributions Contributions
70,334 6,982
82,928 30 5,900
270,386 32,652
4,725
86,277 8,713
3,475
518,125 48,377 o} 5,900
199,126 166,753 84,781
137,440 90,404 126,000
336,566 257,157 0 210,781
854,691 305,534 0 216,681

Ganeral receipts:

Taxes:

Property taxes

Sales taxes

Gross receipts tax

Amusement taxes
State shared receipts
County shared raeceipts
Interest received
Rentals and cable franchise
Miscellaneous

Total genaeral receipts

Change in net position

Nat position:
January 1, 2012

Dacember 31, 2012

- 11 -

Net Receipts (Disbursements) and
Changaes in Net Position

Governmental
Activities

{63,352)
{76,998)
(237,734)
(4,725)
(77,564)
{(3,475)

221,557
210,348
829

204
34,201
2,576
3,004
30,408
3,490

609,770

Business-type
Activities

133,233

392,619

525,852

(62,352)
{76,998)
(237,734)
4,725)
(77,564)
(3,475)

(463,848)

52,408
78,964

221,557
210,348
829

204
34,201
2,576
4,865
30,406
3,490

176,000

959,622

1,135,622




CITY OF SELBY

STATEMENT OF ACTIVITIES
MODIFIED CASH BASIS OF ACCOUNTING
FOR THE YEAR ENDING DECEMBER 31, 2011

Functions/Programs:
Primary government:
Govermmmental activities:
General government
Public safaty
Public works
Health and welfare
Culture and recreation
Economic development

Total governmental activities
Business-type activities:
Water

Sewer

Total business-type activities

Total primary government

See accompanying notes.

Program Receipts

Charges for Operating Capital
Services and Grants and Grants and
Disbursements Reimbursements Contributione Contributions
64,780 5,983
53,033 2,886
217,842 33,295
7.148
62,790 8,098 1,300
385
405,978 47,376 4,186 0
377,146 149,061 143,931
41,465 86,400
418,611 235,470 0 143,931
824,589 282,846 4,186

143,931

General receipts:
Taxas:
Proparty taxes
Sales taxes
Gross raeceipts tax
Amusement taxes
8tata shared receipts
County shared recaipts
Interest recaived
Rentals and cable franchise
Miscellaneous
Rural Developmant loan proceeads

Total general receipts

Change in nat position

Net position:
January 1, 2011

December 31, 2011

- 12 -

Nat Raceipts (Disbursemants) and
Changes in Nat Position

Governmental
Activities

(58,797)
(50,147
(184,547)
{(7,148)
(53,392)
(385}

{354,416}

213,928
207,841
748

228
26,595
2,035
3,601
25,801
11,450

137,811

429,192

567,003

Buginess-type
Activities

44,544

392,619

(58,797)
(50,147
(184,547}
{7,148}
(53,392)
(385)

(354,416)

(84,154)
44,944

213,928
207,841
748

228
26,595
2,035
6,104
25,801
11,450
82,700

183,804

775,818

959, 622



CITY OF SELBY

BALANCE SHEET -- GOVERNMENTAL FUNDS
MODIFIED CASH BASIS OF ACCOUNTING
AS OF DECEMBER 31, 2012

General
Fund
ASSETS
Patty cash 57
Checking 14,156
Savings - clinic 37,347
Money market 494,447
Cartificates of deposit 63,763
Total assets 609,770
]
FUND BALANCES:
Nonspendak:le 0
Rastricted 0
Commi tted 0
Assigned - clinic 37,347
Unassigned 572,423
Total fund balance 609,770

* Also equals net position on
statement of net position

See accompanying notes.
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CITY OF SELBY

STATEMENT OF RECEIPTS, DISBURSEMENTS AND CHANGES IN FUND BALANCES
-- MODIFIED CASH BASIS OF ACCOUNTING -- GOVERNMENTAL FUNDS
FOR THE TWO YEARS ENDING DECEMBER 31, 2012

Receipts:
Receipts from local sources:

Taxes:
Ad valorem taxes
Genaral sales and use taxes
Groas raceipts tax
Amusemant taxes
Licenses and permits:
Intergovernmental receipts:
Fedaral sharad receipts:
Grant - fire
State shared receipts:
Grants
Commercial prorate
Bank franchise tax
Ligquor tax reversion
Motor vehicle license
Highway and bridge
County shared receipts:
Road taxes
Charges for goods and services:
Public safety
Rafuse collection
Swimming pool
Cematary
Fines and forfaits:
Miscellaneous receipts:
Intereat and dividends received
Rents and franchise fees
Cther

Total receipts

Disbursements:

Genaral government:
Mayor and Council
Elections
Financial administration
Other

Public safety:

Police
Fixe
Public works:
Streats
So0lid waste disposal
Cenetery

Health and welfare:
Clinic
Wast Nile
Ambulanca

Culture and recreation:
Swimming pool
Parks
Library

Econcmic development

Capital outlay

Total disbursements

Excass of receipts over
{under) disbursements

Other financing sources {uses}:
None

Net change in fund balances

Fund balances:
January 1, 2011

December 31, 2011

December 31, 2012
* Baquals change in net position on
Sea accompanying notes.
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General Fund

221,557
210,348
829

204
6,965

5,800

1,363
7,326
4,900
5,613

14,999

2,576

30
32,097
8,713
555

17

3,004
30,406
3,490

17,483
556
43,141
9,154

52,003
24,935

111,693
32,093
4,774

2,761
1,964

60,876
14,364
9,062
3,475
129,701

609,770

213,928
207,841
748

228
5,945

4,186
1,310
4,329
4,604
4,552
11,800

2,035

33,295
8,098

38

3,601
25,801
11,450

15,800
13
42,206
6,761

29,572
23,461

156,993
34,467
3,670

4,807
B6
2,255

37,099

13,026
10,829

137,811

429,192

statemant of activities



CITY OF SELBY

STATEMENT OF NET POSITION -~ ENTERPRISE FUNDS
MODIFIED CASH BASIS OF ACCOUNTING

AS OF DECEMBER 31, 2012

Assats:
Petty cash
Checking

Checking - restricted

Mcney market

Certificates of deposit

Total assets

Net Position:

Raestricted
Restricted
Restricted
Restricted

Unrestricted

debt service

water repairs
sawer projact
customer deposits

Total net position

See accompanying notes.

218
11,787
338,526
80,311

430,842

Total
Enterprise
Funds

25
1,839
11,787
401,820
110,381

525,852

11,787

419,055

430,842

10,649
3,000
11,787
11,000
489,416

525,852




CITY OF SELBY

STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CHANGES
IN NET POSITION —-- ENTERPRISE FUNDS

MODIFIED CASH BASIS OF ACCOUNTING

FOR THE TWO YEARS ENDING DECEMBER 31, 2012

Water
Fund
Operating receipts:

Charges for goods and services 166,753
Total operating receipts 166,753
Operating disbursements:

Parsonal services 17,126

Cthar current services 20,804

Coat of goods sold 71,569

Water project costs - Phase IIX 57,779

Sewer project costs
Total operating disbursements 167,278
Excass of coperating receipts over

cperating disbursemants (525)
Nonoperating receipts (disbursements):

Interest earnings 547

Dabt service: Principal (8,184)

Interest {23,664)
Total noncperating raeceipts (disbursements ({31,301)
Total receipts {disbursements) before ----——-

other raceipts and transfers (31,826)

Federal loan proceeds - RD

faderal loan proceeds - SRF (forgiven) 8,104

Federal grant - RD 16,677
Change in nat position 52,9585
Net position:

Januvary 1, 2011

December 31, 2011 42,055

Dacembar 31, 2012 95,010

17,126
6,254

114,060

(45,722)

126,000

350,564

430,842

Funds

(47,561)

1,861
(8,184)
(23,664)

(77,548)

0
134,104
76,677

133,233

392,619

525,852

See accompanying notas.
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16,932
23,254
61,278
243,834

(196,237}

538
{7,391)
(24,457)

(227,547)
82,700

143,931

350,564

Total
Enterprise
Funds

33,856
47,795
61,278

243,834

(151,293)

2,503
(7,391}
(24,457}

(180, 638)

82,700

143,931

392,619




CITY OF SELBY

STATEMENT OF CASH FLOWS - ENTERPRISE FUNDS

MODIFIED CASH BASIS OF ACCOUNTING

FOR THE TWC YEARS ENDING DECEMBER 31, 2012

Cash flows from:

Operating activities:
Receipts from customers
Interfund services provided
Cash paid to employees
Cash paid to suppliers

Net cash provided (used)
by operating activities

Noncapital financing activities:
Nona

Capital financing activities:
Fadaral lecan proceeds - RD
Faderal lcan proceeds - SRF (forgiven)
FPederal grant - RD
Cash paid for water improvements:
Cash paid for sewer improvements:
Debt service payments - principal
- interest

Investing activities:
Interasst received
Interest added back to CDs
Radeamed certificate of depesit

Net increase {decreasa) in
cash and cash equivalents

Cash and cash edquivalents:
January 1, 2011

December 31, 2011

Decambar 31, 2012
Reconciliation of cperating
income (loss) to net cash
providad (used) by operating

activities:

Oparating income {loas)
Add back capital cutlay

Naet cash provided {used)
by operating activities
Noncash investing, capital and

financing activities: None

Sea accompanying notes.

2012

Total
Water Sawar Enterprise

Fund Fund Funds
166,063 90,033 256,096
€90 371 1,061
(17,126) (17,126) (34,252)
(92,373) (6,254) (98,627)
57,254 67,024 124,278
0
8,104 126,000 134,104
76,677 76,677
(57,779) {(57,779)
(114,060) (114,060)
(8,184) (8,184)
{23,664) {23,664)
547 1,314 1,861
(439) {436) (B75}
67,637 67,637
52,516 147,479 199,985
12,424 203,052 215,476
64,940 350,531 415,471
(525) (47,036) (47 .561)
57,779 114,060 171,839
57,254 67,024 124,278
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2011

Total
Water Sawer Enterprise

Fund Fund Funds
148,393 86,016 234,409
668 393 1,061
(16,932) {16,924) (33,856}
(84,532) (24,541) (109,073)
47,597 44,944 92,541
0
82,700 82,700
143,931 143,931
{243,834) {243,834)
(7,391) {7,391)
(24,457) (24,457)
538 1,965 2,503
(496) {1,125) {1,621)
{1,412) 45,784 44,372
13,836 157,268 171,104
12,424 203,052 215,476
(196,237) 44,944 (151,253)
243,834 243,834
47,597 44,944 92,541




CITY OF SELEBY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

As discussed further in note l.c¢, these financial statements are presented on a
modified cash basis of accounting. The modified cash basis of accounting differs
from accounting principles generally accepted in the United States of America
(GAAP). Generally accepted accounting principles include all relevant Govern-
mental Accounting Standards Board (GASB) pronouncements.

a. Reporting Entity:

The funds included in this report are contrclled by or dependent upon the City
of Selby’s (City) Governing Board.

The City’s officials at December 31, 2012 are:

Mayor: Finance Officer:
Jeffrey Kosters Carmen Schorg
Council Members: Attorney:
Alan Schorg, President John Von Wald
Don Bohle
Josh Boll

CJ Niemiller
Gene Parkins
Kurt Weolf

The City’'s financial reporting entity is composed of the following:

Financial Reporting Entity:
Primary Government: - The City of Selby
Component Units: - None

Te determine the financial reporting entity, the City complies with the
provisions of GASB Statement No. 14, The Financial Reporting Entity.

The reporting entity of the City of Flandreau consists of (1} the primary
government, which includes all of the funds, organizations, institutions,
agencies, departments, and offices that make up the legal entity, plus those
funds for which the primary government has a fiduciary responsibility, even
though those fiduciary funds may represent organizations that do not meet the
criteria for inclusion in the financial reporting entity; (2) those organiza-
tions for which the primary government is financially accountable; and (3) other
organizations for which the nature and significance of their relationship with
the primary government are such that their exclusion would cause the financial
reporting entity’s financial statements to be misleading or incomplete,

Component units are legally separate organizations for which the elected
officials of the primary government are financially accountable. The City is
financially accountable if its governing board appoints a voting majority of
another organization’s governing body and it has the ability to impose its will
en that organization, or there is a potential for that organization to provide
specific financial benefits to, or impose specific financial burdens on the City
(the primary government). The City may alsc be financially accountable for
another organization if that organization is fiscally dependent on the City
unless that organization can, without the approval of the City: (1) set its own
budget; (2) determine its own rates or charges; and {3} borrow mcney.

Based upon the application of these criteria, the City of Selby does not have
any component units.
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b. Basis of Presentation:
Government-wide Financial Statements:

The government-wide financial statements include the Statement of Net Position and
the Statement of Cash Activities. These statements display information about the
City as a whole. They include all funds of the City except for fiduciary funds
(if any). The statements distinguish between governmental and business-type
activities. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other non-exchange revenues. Business-type
activities are financed in whole or in part by fees charged to external parties
for good and services.

The Statement of Net Position reports all cash assets. HNet position is displayed
in two components: restricted (distinguishing between major categories of
restrictions) and unrestricted.

The Statement of Activities presents a comparison between direct disbursements
and program receipts for each function of the City’'s govermmental activities and
for each segment of City’s business-type activities. Direct disbursements are
associated with a specific program or function and are clearly identifiable to a
particular function. Program receipts include (a) charges paid by recipients of
goods and services offered by the program and (b) grants and contributions that
are restricted to meeting the operational or capital requirements of a particular
program. Receipts that are not classified as program receipts, including all
taxes and interest, are presented as general receipts.

Fund Financial Statements:

The fund financial statements inc¢lude specific information about individual funds
used by the reporting entity. Each fund is considered a separate accounting entity
with a separate set of self-balancing accounts that constitutes its cash, net
position, receipts and disbursements. Funds are organized into three major
categories: governmental, enterprise, and fiduciary (if any). An emphasis is
placed on major funds within the governmental and enterprise categories. A fund
is considered major if it is the primary operating fund of the City or if it
meets the following criteria:

a. Total cash, receipts or disbursements of the individual governmental or
enterprise fund are at least 10 percent of the corresponding element total
{cash, receipts or disbursements) for all funds of that category (that is,
total governmental or total enterprise), and

b. The same element that meets the 10 percent criterion in {a) is at least 5
percent of the corresponding element total for all governmental and
enterprise funds combined.

¢. In addition to funds that meet the major fund criteria, any other governmental
or enterprise fund that the government’s official believe is particularly
important to financial statement users (for example, because of public interest
or consistency) may be reported as a major fund.

The City has elected to classify all of its funds as major funds.

Funds of the City are described below within their respective fund type:

Governmental Funds
General Fund - a fund established by South Dakota Codified Law (SDCL) 4-11-6 to

met all the general operational costs of the City except those reguired to be
accounted for in another fund. The general fund is always a major fund.

- 19 ~



Enterprise Funds
(Business-Type)

Enterprise Funds -~ Enterprise funds are used to account for activity for which a
fee is charged to external users for goods or services. The City has the

following enterprise funds:

Water Fund ~ A fund established by SDCL 9-47-1 to provide water to customers
within the City of Selby. The water fund is a major fund.

Sewer Fund - A fund established by SDCL 9-48-2 to provide sewer services to
customers within the own of Selby. The sewer fund is a major fund.

Fiduciary Funds
Fiduciary funds are never considered to be major funds.

The City of Selby has no fiduciary funds.

¢. Measurement Focus and Basis of Accounting:

Measurement focus is a term used to describe “how” transactions are recoxrded
within the various financial statements. Basis of accounting refers to “when”
revenues and expenditures or expenses (disbursements) are recognized in the
accounts and reported in the financial statements, regardless of the measurement
focus. The City’s basies of accounting is the modified cash basis of accounting,
which is a basis of accounting other than US-GAAP. Under US-GAAP, transactions
are recorded in the accounts when revenues are earned and liabilities are
incurred. Under the modified cash basis of accounting, transactions are recorded
when cash is received cor disbursed.

Measurement Focus:
Government-wide Financial Statements:

In the government-wide Statement of Net Position and Statement of Activities,
both governmental and business-type activities are presented using the economicg
resources measurement focus, applied within the limitations of the modified cash
basis ¢of accounting as described below.

Fund Financial Statements:

In the fund financial statements, the “current financial resources’ measurement
focus or the “economic resources” measurement focus is used, applied within the
limitations of the modified cash basis of accounting.

Basis of Accounting:

In the government-wide Statement of Net Position and Statement of Activities and
the fund financial statements, govermmental, business-type, and major fund
activities are presented using a modified cash basis of accounting.

The modified cash basis of accounting involves the measurement of cash and cash
equivalents and changes in cash and cash equivalents resulting from cash receipts
and disbursement transactions. Under the modified cash basis of accounting, the
statement of net position reports only cash and cash equivalents. Under the
modified cash basis of accounting, transactions are recorded in the accounts
when cash and/or cash equivalents are received or disbursed and assets and liabil-
ities are recognized to the extent cash has been received or disbursed. Acceptable
modifications to the cash basis of accounting implemented by the City in these
financial statements ara certificates of deposit (if any) whose maturity when
purchased is more than %0 days.



As a result of the use of this modified cash basis of accounting, certain assets
and their related revenues (such as accounts receivable and revenue for billed
or provided services not yet collected) and certain liabilities and their related
expenses {(such as accounts payable and expenses for goods and services received
but not yet paid, and accrued expenses and liabilities} are not recorded in
these financial statements.

If the City applied US-GAAP, the fund financial statements for governmental
funds would use the modified accrual basis of accounting and the fund financial
statements for enterprise funds and fiduciary funds (if any) would use the accrual
basia of accounting. All government-wide financial statements would be presented
on the accrual basis of accounting.

d. Cash and Cash Equivalentsa:

The City considers all highly liquid investments and deposits (including
restricted assets) with a term to maturity of three months or less when
purchased to be cash equivalents.

The City’s certificates of deposit have a maturity of more than three months
when purchased and are not considered a cash equivalent for the statement of
cash flows.

e. Interfund Transactions:

Transactions that constitute reimbursements to a fund for disbursements made
from it, and that are properly applicable to another fund, are recorded as a
disbursement in the reimbursing fund and as reductions of disbursements in the
fund that is reimbursed. All other interfund transactions are reported as
transfers.

f. Program Receipts and General Receipts:
Program Recaeipts:

In the government-wide Statement of Activities, reported program receipts derive
directly from the program itself or from parties other than the City’s taxpayers
or ecitizenry, as a whole. Program receipts are classified in three categories,
as follows:

1. Charges for services - These arise from charges to customers, applicants, or
others who purchase, use, or directly benefit from the goods, services, or
privileges provided, or are otherwise directly affected by the services.

2. Program-specific operating grants and contribution - These arise from
mandatory and voluntary non-exchange transactions with other governments,
organizations, or individuals that are restricted for use in a particular
program.

3. Program-specific capital grants and contribution - These arise from mandatory
and voluntary non-exchange transactions with other government, organization,
or individuals that are restricted for the acquisition of capital assets for
uge in a particular program.

Genaral Receipts:

General receipts include all receipts not specifically earmarked for a specific
progran. General receipts include all taxes, interest received, unrestricted
receipts from federal, state, or county governments, and miscellaneous receipts
not related to a program. These receipts are not restricted and can be used or
the regular operation of the City.
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g. Enterprise Fund Receipt Classifications:

In both the government-wide statements and fund financial statements, enterprise
fund operating receipts, such as charges for water and sewer services, result
from exchange transactions associated with the principal activity of the fund.
Exchange transactions are those in which e@ach party receives and gives up
essentially equal values. Nonoperating revenues, if any, such as grants,
operating subsidies, interest received, and transfers in, result from
nonexchange transactions.

h. Baui -] {£i ; .
Government-wide financial Statements:
Equity is classified as net position and is displayed in two components:

1. Restricted Net Position - Consists of net position with constraints placed on
their use either by (a) external groups such as creditor, grantor, contribu-
tors, or laws and regulations of other governments; or (b) law through
constitutional provisions or enabling legislation.

2., Unrestricted Net Position - All other net position that dcoes not meet the
definition of “restricted net position”.

Fund Financial Statements:

Governmental fund equity is classified as “Fund Balance”, and may distinguish

between “Nonspendable”, “Restricted”, “Committaed, “Assigned”, and “Unassigned”
components. Enterprise fund equity is classified as “Net Position”, the same
as in the government-wide financial statements. Fiduciary fund equity (if any)

(except for agency funds, which have no fund equity) is reported as “Net Position
Held in Agency Capacity.”

i. Application of Net Position:

It is the City’s policy to first use restricted net position, prior to the use
of unrestricted net position, when an expense is incurred which can be charged
to either restricted or unrestricted net positien.

3. i ] 1 - L£i ion Polici 1 P I :

In accordance with Government Accounting Standards Board (GASB) No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions, the City classifies
governmental fund balances as follows:

* Nonspendable - includes fund cash balance amounts that cannot be spent either
because it is not in spendable form or because of legal or contractual
constraints.

* Restricted - includes fund cash balance amounts that are constrained for
specific purposes which are externally imposed by providers, such as creditors,
or amounts constrained due to constitutional provisions or enabling legislation.

* Committed - includes fund balance amounts that are constrained for specific
purposes that are internally imposed (or modified or rescinded) by the govern-
ment through formal action at the highest level of decision making authority
and does not lapse at year-end.

* Assigned - includes fund cash balance amounts that are intended to be used for
specific purposes that are neither considered restricted or committed. Fund
cash balance may be assigned by the Council or Finance Officer.

* Unassignad - includes positive fund cash balance within the general fund which
has not been classified within the above categories and negative fund balance
amounts in other governmental funds.

- 29 _



The City of Selby fund cash balance classifications are made up of:

Fund Balance Account Authority
o] i fi . Fund 2 . 2
Nonspendable None 0
Restricted None 0
Committed None 0
Assigned General :

Clinic¢ maintenance Resolution 37,347
Unassigned General 572,423

609,770

The City uses “restricted” and “committed” amounts first when restricted and
unrestricted fund balance is available unless there are legal documents/
contracts that prohibit doing thisg, such as a grant agreement requiring dollar
for dollar spending. Additiconally, the City would first use “committed”, then
“assigned”, and lastly “unassigned” amounts of unrestricted fund balance when
expenditures are made.

The City does not have a formal minimum fund balance policy.
The City does not have any special revenue funds.
2. VIOLATIONS OF FINAMCE-RELATED LEGAL AND CONTRACTUAL PROVISIONS

The City is prohibited by statute from spending in excess of appropriated amounts
by department within a fund. 1In 2012 the City went over its general fund/
general government/other budget line item by $146.

In the future, the City expects to make contingency transfers or adopt supple-
mental appropriations to cover expenditures that will exceed their original
appropriation. This budget overdraft is not considered a material or significant
finding with respect to these financial statements.

3. DEPOSITS, INVESTMENTS AND RELATED RISKS

Except for restricted cash held by 3rd parties and bank certificates of deposit
purchased for an individual fund, the City follows the practice of aggregating
deposits of its various funds to maximize cash management efficiency and
returns. Various restrictions on deposits and investments are imposed by
statutes. These restrictions are summarized below:

Deposits - The City deposits are made in qualified public depositories as
defined by SDCL 4-6A-1, 9-22-6, 9-22-6.1 and 9-22-6.2. Qualified depositories
are required by SDCL 4-6A-3 to maintain, at all times, segregated from their
other assets, eligible collateral having a value equal to at least 100 percent
of the public deposit accounts which exceed deposit insurance such as FDIC and
NCUA. In lieu of pledging eligible securities, a qualified public depository
may furnish irrevocable standby letters of credit issued by federal home loan
banks accompanied by written evidence of that bank’s public debt rating which
may not be less than “AA” or a gualified public depository may furnish a corpor-
ate surety bond of a corporation authorized to do business in South Dakota.

Daposits are reported at cost, plus interest, if the account is of the add-on
type.
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Actual bank balances at December 31, 2012 were as follows: Insured $276,685,
Collateralized ** $857,946, for a total of $1,134,631.

** Uninsured, collateral jointly held by state's/municipality's agent in the
name of the state and the pledging financial institution.

The carrying amount of these deposits at December 31, 2012 was $1,135,622 held
as follows.

Bank West:
Checking 15,995
Checking, restricted 11,787
Savings - c¢linic 37,347
Money market 896,267
Certificates of deposit 174,144
1,135,540
Patty cash 82
1,135,622

Investments - In general, SDCL 4-5-6 permits City money to be invested only in
(a) securities of the United States and securities guaranteed by the United
States government either directly or indirectly; or (b) repurchase agreements
fully cecllateralized by securitiaes described in (a); or (e¢) in shares of an
open-end, no-load fund administered by an investment company whose investments
are in securities described in (a) and repurchase agreements described in (b).
Also, SDCL 4-5-9 requires that investments shall be in the physical custody of
the political subdivision or may be deposited in a safeskeeping account with any
bank or trust company designated by the political subdivision as its fiscal
agent. Investments (if any) are stated at cost or amortized cost plus accrued
interest.

Certificates of deposit {(if any), with a term to maturity of greater than 3
months when purchased, were insured or collateralized and are considered

deposits.

Investment Risk - State law limits eligible investments for the City as
discussed above. The City has no investment policy that would further limit
its investment choices.

Custodial Risk (Deposits) - The risk that, in the event of a depository failure,
the City’s deposits may not be returned to it. At December 31, 2012, the City’'s
deposits in Bank West were exposed to custodial risk for deposits by 1.84% or
$15,786. This exposure has been corrected by Bank West.

Custodial Risk (Investments) - The risk that, in the event of a default by the
counterparty to a transaction, the City will not be able to recover the value of
an investment or collateral securities held by the counterparty. The City had
no investments during the two years ending December 31, 2012 and was not exposed
to custodial risk for investments.

Concentration of Credit Risk - the City places no limit on the amount that may
be deposited or invested in any one institution.

Interest Rate Risk - The City does not have a formal investment policy that
limits investment maturities as a means of managing its exposure to fair value
losses arising from increasing interest rates.

Assignment of Investment Income - State law allows income from deposits and
investments to be credited to either the general fund or the fund making the
investment. The City’s policy is to credit all income from deposits and
investments to the fund making the investment.
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4. RESTRICTED NET POSITION

Restricted net position at December 31, 2012 is:

Purpose: Restricted By: Governmental Business-Type
Dabt service Covenants 10,649
Repair and replacement Covenants 3,000
Sewer project construction Contract 11,787
Customer deposits Contract 11,000
Total Restricted Net Position o] 36,436

5. INTERFUND TRANSFERS

There were no interfund transfers in 2011 or 2012.
6. FUTURE REVENUES PLEDGED TO SECURE DEBT

All water fund net revenue (after normal operating, repair and maintenance
expenses} is pledged to secure the 2008 Water Revenue Bond and the 2009 Water
Revenue Bond, which have a combined remaining balance of $614,625. The bonds
were incurred to cover the cost of water improvements as described on page 30.
The bonds will mature in 2048 and 2049. 1In 2012 the bonds had pledged revenue
of $57,254 before construction cost and total bond payments of $31,848.

7. RETIREMENT PLAN

South Dakota Retirement System (SDRS), is a cost-sharing, multiple employer
public employee retirement system established to provide retirement benefits for
employees of the State of South Dakota and its political subdivisions. SDRS
provides retirement, disability and survivors benefits. The right to receive
retirement benefits vests after three years of credited service. Authority for
establishing, administering and amending plan provisions are found in South
Dakota Codified Law 3-12. SDRS issues a publicly available financial report
that includes financial statements and required supplementary information.

That report may be obtained by writing to SDRS, PO Box 1098, Pierre, SD
57501-1098 or calling (605) 773-3731.

General employees are required by statute to contribute 6% of their salary to
the plan, while public safety and judicial employees contribute at 8% and 9%.
State statute also requires the employer to contribute an amount equal to the
employee’s contribution. The City’s share of contributions to the SDRS for the
years ending December 31, 2012, 2011, and 2010 were $7,777, $6,155 and $6,467
(employer’s share) respectively, equal to the required contributions each year.

There are no deferred contributions.

8. PROPERTY TAX

Taxes are levied on or before October 1, attach as an enforceable lien on
property, become due and payable on the following January 1, and are payable in
two installment on or before the following April 30 and October 31. The county
bills and collects the City’s taxes and remits them to the City. Because the
City is on the cash basis of accounting, all property taxes received in cash are
considered a receipt for the pericd in which it was collected.

9. INSURANCE

The City is exposed to various risks of loss related to torts; theft of, damage
to, and destruction of assets; errors and omissions, injuries to employees; and
natural disasters. During the two years ending December 31, 2012 the City
managed its risks as follows:
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Employee Health Insurance:

The City carries property insurance from a commercial carrier., The City does
not carry additional insurance to cover claims in excess of the upper limit.
Settled claims resulting from these risks have not exceeded the health coverage
during the past three years.

Property Insurance:

The City carries property insurance from a commercial carrier. The City does
not carry additional insurance to cover claims in excess of the upper limit.
Settled claims resulting from these risks have not exceeded the property
coverage during the past three years.

Liability Insurance:

The City carries property insurance from a commercial carrier. The City does
not carry additional ingurance to cover claims in excess of the upper limit.
Settled claims resulting from these risks have not exceeded the liability

coverage during the past three years.

Horker’'s Compensation:

The City joined the South Dakota Municipal League Workers’ Compensation Fund, a
public entity risk pool currently operating as a common risk management and
insurance program for South Dakota local government entities. The City pays an
annual premium to the pool to provide worker’s compensation coverage for its
employees, Coverage limits are set by state statute. The pool pays the first
$250,000 of any claim per individual. The pool has reinsurance which covers up
to an additional $1,750,000 per individual per incident.

The objective of the Fund is to formulate, develop, and administer, on behalf of
the member organizations, a program of worker’s compensation coverage, to obtain
lower costs for that coverage, and to develop a comprehensive loss control
pregram. The City’s responsibility is to initiate and maintain a safety program
to give its employees safe and sanitary working conditions and to promptly report
to and cooperate with the Fund to resolve any worker’s compensaticn claims.

The City pays an annual premium, to provide worker’s compensation coverage for
its employees, under a retrospective rated policy and the premiums are accrued
based on the ultimate cost of the experience to date of the Fund members. The
City may also be responsible for additional assessments in the event the pool is
determined by its beoard of trustees to have inadequate reserves to satisfy
current obligations or judgments. Additional assessments, if any, are to be
determined on a prorated basis based upon each participant’s percentage of
contribution in relation to the total contributions to the pool of all
participants for the year in which the shortfall occurs.

The City does not carry additional insurance to cover claims in excess of the
upper limit. Settled claims resulting from these risks have not exceeded the
liability coverage during the past three years.

Unemployment benefits:

The City provides coverage for unemployment benefits by paying inte the Unemploy-
ment Compensation Fund established by state law and managed by the State of South
Dakota.

10. OTHER DISCLOSURES AND SUBSEQUENT EVENTS

The City of Selby and the Selby School District share the cost of a library.
Each government pays for its costs through its own budget. There is no separate
accounting. The school is responsible for library fines.

In September 2011 the City secured funding for a $3,230,000 wastewater improvement
project. It will be financed from a $515,000 Community Development Block Grant,
a $700,000 SRF principal forgiveness loan, a 81,815,000 Rural Development loan,
and $200,000 of local cash. Proceeds of $126,000 were received in 2012 and
$574,000 were received in 2013 from the $700,000 SRF principal forgiveness loan.
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CITY OF SELBY

SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE - BUDGETARY BASIS

FOR THE YEAR ENDING DECEMBER 31,

GENERAL FUND

Receipts:
Receipts from loccal sourcas:
Taxes:
Ad valorem taxes
Genaral sales and usa taxes
Gross receipts tax
Amusement taxes
Licenses and permits:
Intergovernmental receipts:
Fadaral grant - fire
State shared receipts:
Grants
Commercial prorate
Bank franchise tax
Liguor tax reversion
Motor vehicle licenses (5%)
Highway and bridge
County shared receipts:
Road taxes
Charges for goods and services:
Public safety
Refuse collection
Swimming pool
Cematery
Fines and forfeits:
Miscallaneous receipts:
Interest and dividends receive
Rents and franchise fees
Other

Total receipts

Disbursements:

General government:
Mayor and Council
Contingency

Amount transferred
Elections
Financial administration
Othar
Public safety:
Police
Fire
Public works:
Straats
Sanitation
Cametery

Health and welfare:
Clinic
Ambulance

Culture and recreation:
Swimming pool
Parks
Library

Economic development:

Total disbursemants
Excass of receipts
ovar (undar) disbursements

Other financing sourcas (uses):
None

Net change in fund balance

Fund balance:
January 1, 2012

December 31, 2012

2012

205,900
180,000
500

180
4,500

5,900

500
5,000
3,500
4,100

12,000

1,200

35,000
6,000
100

50

3,500
29,500
500

26,860
30,000
0

750
51,320
8,454

58,500
30,336

267,450
40,000
4,775

6,000
3,000

81,630
20, 650
16,275
3,500

{151,570}

567,003

415,433

Budgeted Amounts

Contingancy

Transfers Supplemental:

(5,490

554

936

1,000

205,900
180,000
500

180
4,500

5,900

0

500
5,000
3,500
4,100
12,000

1,200

0
35,000
6,000

26,860
30,000
{5,490)
750
51,320
9,008

58,500
31,272

267,450
40,000
5,775

6,000
3,000

81,630
20,650
16,275

(151,570)

567,003

415,433

Actual

221,557
210,348
829

204
6,965

5,900

1,363
7,326
4,900
5,613

14,599

2,576

30
32,097
8,713
555

17

3,004
30,406
3,490

17,483

556
43,141
9,154

52,093
30,835

233,519
32,093
4,774

2,761
1,964

60,876

14,364
11,037

609,770

Variance
Positive
{Negative)

194,337




CITY OF SELBY

SUPPLEMENTARY INFORMATION

BUDGETARY COMPRRISON SCHEDULE - BUDGETARY BASIS

FOR THE YEAR ENDING DECEMBER 31, 2011

Recaipts: Original
Receipts from local sourcas: = —re======--
Taxeas:
Ad valorem taxas 217,400
Genearal sales and use taxes 180,000
Gross receipts tax 500
Amusement taxes 180
Licenses and permits: 4,500

Intergovernmantal receipts:
Federal shared receipts:
State shared receipts:

Grants 1,950
Commercial prorate 500
Bank franchise tax 5,000
Liquor tax reversion 3,500
Motor vehicle licenses (5%) 4,100
Highway and bridge 12,000
County shared receipts:
Road taxes 1,900

Charges for goods and services:
Highway and streets

Refuse collection 32,000

Weed cutting 100

Animal control

Swimming pool 6,000

Cematary 100
Fines and forfeits: 50
Miacellaneous receipts:

Interast and dividends recaive 3,500

Rents and franchise fees 29,500

Other 500

Total receipts 503,280

Disbursements:
Guneral government:

Mayor and Council 26,850

Contingency 30,000

Amount transferred 0

Elections 750

Financial administration 48,470

Other 8,600
Public safety:

Police 58,430

Fire 24,000
Public works:

Straeets 214,450

Sanitation 36,000

Cemetery 3,775
Health and welfarea:

Clinic 10,500

Wast Nile 600

Ambulance 3,000
Culture and recreation:

Swimming pool 61,825

Parks 20,000

Library 17,100
Bconomic development: 500
Total disbursements 564,850

Excass of receipts
ovar (under) disbursements (61,570}

Other financing scurces (uses):

Nona
Net change in fund balance (61,570}
Fund balanca:
January 1, 2011 429,192
Dacember 31, 2011 367,622

Budgeted Amounts
GENERAL FUND = mem e e

Contingency

Transfers Supplemental:

Final

217,400
180,000
500

180
4,500

26,850
30,000
0

750
48,470
8,600

58,430
24,000

214,450
36,000
3,775

10,500
600
3,000

61,825
20,000
17,100

500

{61,570)

429,192

367,622

213,928
207,841
748

228
5,945

1]

4,186
1,310
4,329
4,604
4,552

11,800

2,035

33,295

8,098
38

3,601
25,801
11,450

15,800

13
42,206
6,761

29,572
23,461

179,705
34,467
3,670

4,807
a6
2,255

37,099
13,026
12,665

385

137,811

429,192

567,003

Variance
Positive
{Nagative)

(3,472)
27,841
248

1,445

2,236
810

(671)
1,104
452

200

135

34,745
1,533
105

5,693
514
745

24,726
6,974
4,435

115

199,381




CITY OF SELBY

NOTES TO SUPPLEMENTARY INFORMATION
SCHEDULE OF BUDGETARY COMPARISCN FOR THE
GENERAL FUND FOR THE TWO YEARS ENDING DECEMBER 31, 2012

1. BUDGETS AND BUDGETARY ACCOUNTING

The City of Selby (City) follows these procedures in establishing the budgetary
data reflected in the supplementary information:

a. At the first regular board meeting in September of each year or within ten
days thereafter, the governing board introduces the annual appropriation
ordinance for the ensuing fiscal year.

b. After adopticen by the governing board, the operating budget is legally
binding and actual expenditures for each purpose cannot exceed the amounts
budgeted, except as indicated in d.

¢. A line item for contingencies may be included in the annual budget. Such a
line item may not exceed 5 percent of the total municipal budget and may be
transferred by resolution of the governing board to any other budget category
that is deemed insufficient during the year.

d. If it is determined during the year that sufficient amounts have nct been
budgeted, state statute allows the adoption of supplemental budgets. During
2011 and 2012 there were no supplemental budgets to the general fund. See
page 27 and 28.

e. Formal budgetary integration is employed as a management control device for
the general fund.

g. The budget for the general fund is not adopted on a basis consistent with
generally accepted accounting principles (GARAP) because all accounting, and
the adoption of the all budgets, is on a cash basis.

2. GAAP AND BUDGETARY ACCOUNTING BASIS DIFFERENCE:

The financial statements prepared in conformity with U.S.GAAP (within the
context of the modified cash basis of accounting) present capital ocutlay
disbursement information as a separate category of disbursements. Under the
budgetary basis of accounting, capital outlay disbursements are reported within
the function to which they relate. For example, the purchase of a road grader
would be reported as a capital outlay disbursement in the governmental funds
statement of receipts, disbursements and changes in fund balance. However, in
the budgetary RSI schedule, the purchase of a road grader would be reported as a
disbursement in the public works function of general fund, along with all other
current public works disbursements.
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CITY OF SELBY

SUPPLEMENTARY INFORMATION
SCHIDULE OF CHANGES IN DEBT

FOR THE TWO YEARS ENDING DECEMBER 31, 2012
Governmental Business-Type

Activitias Activities
Additions Additiong  —--emeesee— e Principal
Beginning {Deletiona) {Deleticna) Ending Ending Dye in
12-31-10 2011 2012 12-31-12 12-31-12 2013
BUSINESS-TYPE
2008 Rural Developmant Water Revenue Bond:
Original issue of $364,000 (if fully fundad)
Maturing in 2048
Interest at 4.375%
Purpose: water development
Paid by the water fund 353,374 {3,848) {4,180) 345,346 4,285
2009 Rural Development Water Project Rewvenua Bond:
Original issue of §280,000
Maturing in 2049
Interest at 3.250%
Purpose: water development 82,700
Paid by the water fund 194,126 {3,543) (4,004) 265,279 3,846
2010 Drinking Water State Revolving Fund Loan:
Authorized loan amount of $103,000
2012 loan disbursement of $B8,104
100% forgiven
For water development 8,104
Faid by the water fund 0 (8,104) forgiven 0 4]
2011 Clean Water State Revolving Fund Loan:
Authorized loan amount of $700,000
2012 loan disbursement of $126,000
100% forgiven
For gewer improvements 126,000
Paid by the sewar fund 0 {126,000) forgiven 1] ]
Totals 547,500 75,309 (8,184) 614,625 8,131
Paymant Schedules: Total Payment Principal Interaest Balance
2008 Rural Development Water Revenue Bond:
2013 19,308 4,285 15,023 341,061
2014 19,308 4,387 14,921 336,674
2015 19,308 4,578 14,730 332,098
2016 19,308 4,779 14,529 327,317
2017 19,308 4,988 14,320 322,329
2018-2022 96,540 28,410 68,130 293,919
2023-2027 96,540 35,193 61,347 258,726
2028-2032 96,540 43,595 52,945 215,131
2033-2037 96,540 54,003 42,537 161,128
2038-2042 96,540 66,896 29,644 94,232
2043-2047 96,540 B2,868 13,672 11,364
2048 11,861 11,364 497 [}
Totals 687,641 345,346 342,295
2009 Rural Development Water Project Revenue Bond:
2013 12,540 3,846 8,694 265,433
2014 12,540 3,913 B,627 261,520
2015 12,540 4,041 8,499 257,419
2016 12,540 4,172 B, 368 253,307
2017 12,540 4,307 8,233 249,000
2018-2022 62,700 23,731 38,969 225,269
2023-2027 62,700 27,846 34,854 197,423
2028-2032 62,700 32,675 30,025 164,748
2033-2037 62,700 38,341 24,359 126,407
2038-2042 62,700 44,990 17,710 81,417
2043-2047 62,700 52,791 9,909 28,626
2048 30,273 28,626 1,647 o0
Totals 469,173 269,279 159,854
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REPORT ON
COMPLIANCE AND OTHER MATTERS AND ON
INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFCRMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Governing Board
City of Selby
Selby, South Dakota

INDEPENDENT AUDITCR’S REPORT

I have audited, in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits
contained in Goverament Auditing Standards, issued by the Comptroller General of
the United States, the modified cash basis of accounting financial statements of
governmental activities, business-type activities, and each major fund, of the
City of Selby (City), Walworth County, South Dakota, as of December 31, 2012 and
for each of the years in the biennial period then ended, and the related notes to
the financial statements, which collectively comprise the City’s basic financial
statements and have issued my report thereon dated July 31, 2014 which was
unmedified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Selby's
financial statements are free of material misstatement, I performed tests of its
compliance with certain provisions of laws, regulations, and contracts, noncompli-
ance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with

those provisiong was not an objective of my audit and, accordingly, I do not
express such an opinion.

The results of my tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

I did note mincr matters involving compliance that I reported to the governing
body and management of the City of Selby in a separate Letter of Comments dated
July 31, 2014,

1 10 Fi ial R .

In planning and parforming my audit of the financial statements, I considered the
City of Selby's internal control over financial reporting (internal control) to
determine the auditing procedures that are appropriate in the circumstances for
the purpose of expressing my opinions on the financial statement, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal
control. Accordingly, I do not express an opinion on the effectiveness of the
City of Selby’s internal control.

A deficiency in intermnal control exist when the design or operation of a control
does nct allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct misstatements on a timely

basis.

A material weakness is a deficiency, or combination of deficiencies, in internal
control such that there is a reascnable possibility that a material misstatement
of City of Selby’s financial statements will not be prevented, or detected and
corrected on a timely basis.

A significant deficiency, is a deficiency, or combination of deficiencies, in
internal contreol that is less severe than a material weakness, yet important
encugh to merit attention by those charged with governance.
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Report on Compliance and Other Matters and on Internal Control
Page Two

My consideration of internal control was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies
in internal control that might be material weaknesses or significant deficiencies
and therefore, material weaknesses or significant deficiencies may exist that
were not identified. Given these limitations, during my audit T did not identify
any deficiencies in internal control that I consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

I did identify certain deficiencies in internal contreol, described in the
accompanying schedule of current audit findings and questioned costs that I
consider to be significant deficiencies. I consider the deficiencies described
in the accompanying schedule of current audit findings and responses as items
2012-01 and 2012-02 to be significant deficiencies.

I did note other matters involving internal control that I reported to the
governing body and management of the City of Selby in a separate Letter of
Comments dated July 31, 2014.

: ‘s R Findi

Management’s responses to the findings identified in my audit are described in
the accompanying schedule of current audit findings and responses. Management’s
respenses were not subjected to the auditing procedures applied in the audit of
the financial statements and, accordingly, I express no opinion on then.

Purpose of this Report

The purpose of this report is solely to describe the scope of my taesting of
compliance and internal contrel over financial reporting, and the results of
that testing, and not to provide an opinion on the effectiveness of the City's
compliance or internal control over financial reporting. This report is an
integral part of an audit performed in accordance with Government Auditing
Standards in considering the City’s compliance and internal control over
financial reporting. Accordingly this communication is not suitable for any
other purpose.

As required by South Dakota Codified Law 4-11-11, this report is a mater of
public record and its distribution is not limited.

Independent Audit Services, PC

Benjamin Elliott, CPA [
Madison, South Dakota %

July 31, 2014
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CITY OF SELBY
SCHEDULES OF AUDIT FINDINGS
DECEMBER 31, 2012

SCHEDULE OF PRIOR AUDIT FINDINGS

Prior Federal Compliance Audit finding:
Not applicable with respect to this audit.

Prior QOther Audit Findings:
2008-02 {Segregation of Duties] - Repeated below as 2012-01
2008-03 [Preparation of Financial Statements] -~ Repeated below as 2012-02

SCHEDULE OF CURRENT AUDIT FINDINGS AND RESPONSES
Finding 2012-01: Segregation of Duties

{internal contrcl)
Criteria:

The management of the City is responsible for establishing and maintaining an
internal control structure to provide management and taxpayers with reascnable
assurance: 1) that assets are safegquarded against loss from unauthorized use
or disposition, 2) that transactions are executed in accordance with manage-
ment’ s authorization, and 3) that transactions are recorded properly to permit
the preparation of financial statements in accordance with generally accepted
accounting principles or other comprehensive basis of accounting.

A key element of an effective internal control structure is the separation of
duties so one person isn’'t responsible of all aspects of a transaction.

Condition:
The finance officer processed most revenue transactions from beginning to end.
The finance officer received money, issued receipts, recorded receipts,
posted receipts in the accounting records, prepared bank deposits, and
reconciled bank statements. As a result, an inadequate segregation of duties
existed for revenue transactions for the City of Selby.

Questioned Cost:
None could be identified regarding this finding.

Effect:
Inadequate segregation of duties can lead to the misappropriation of funds.

Recommendation:
I recommend the City of Selby’s management be cognizant of this lack of
segregation of duties for revenue transactions and attempt te provide
compensating internal controls whenever and wherever possible and practical.

Response:
The City of Selby’s finance officer, is the contact person responsible for the

corrective action plan for this comment. This comment is a result of the size
of the City, which precludes staffing at a level sufficient to provide an ideal
environment for internal controls. The City has determined it is not cost
beneficial to employ additional personnel just to be able to adequately
segregate duties. The City of Selby is aware of this problem and is attempting
to provide compensating controls whenever and wherever possible and practical.
However, this lack of segregation of duties in for revenue transactions is
expected to continue to exist.
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CITY OF SELBY
DECEMBER 31, 2012
SCHEDULE OF CURRENT AUDIT FINDINGS AND RESPONSES (continued)

Finding 2012-02: Preparation of Financial Statements
{internal contrel)

Criteria:
A good system of internal contreol contemplates an adequate system for
recording and processing entries material to the financial statements.

Condition:
The City has elected not to have an internal control system designed to
provide for the preparation of the financial statement being audited. As the

auditor, I was requested to draft these financial statements and accompanying
notes to the financial statements.

Effect:
This control deficiency could result in a misstatement of the financial
statements that would not be prevented or detected.

Recommendation:
This situation is not unusual for a City of this size. It is the respon-
sibility of management, and those charged with governance, to make the
decision whether to accept the degree of risk associated with this condition
because of cost or other considerations.

Management Response:
Due to cost constraints, the City will continue to have the auditor draft
the financial statements and accompanying notes to the financial statements.
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