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Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards

Board of Directors
Belle Fourche Irrigation District
Newell, South Dakota
We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities and the general fund of Belle Fourche Irrigation District, Newell, South Dakota, as of and for
the year ended December 31, 2017, and the related notes to the financial statements, which collectively
comprise Belle Fourche Irrigation District’s basic financial statements and have issued our report
thereon dated September 28, 2018.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered Belle Fourche Irrigation
District’s internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Belle Fourche
Irrigation District’s internal control. Accordingly, we do not express an opinion on the effectiveness of
Belle Fourche Irrigation District’s internal control.
A deficiency in internal control exists when the design or operation of a control does not 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 a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.
Our consideration of internal control was for the limited purpose described in the preceding paragraph
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
have not been identified. We did identify certain deficiencies in internal control, described in the
accompanying Schedule of Findings and Management’s Responses as items 2017-001, 2017-002, and
2017-003, that we consider to be material weaknesses.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether Belle Fourche Irrigation District’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.
Belle Fourche Irrigation District’s Response to Findings
Belle Fourche Irrigation District’s response to the findings identified in our audit is described in the
accompanying Schedule of Findings and Management’s Responses. Belle Fourche Irrigation District’s
response was not subjected to the auditing procedures applied in the audit of the financial statements
and, accordingly, we express no opinion on it.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose. As required by
South Dakota Codified Law 4-11-11, this report is a matter of public record and its distribution is not
limited.

Casey Peterson, Ltd.
Rapid City, South Dakota
September 28, 2018
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Belle Fourche Irrigation District
Schedule of Findings and Management’s Responses
December 31, 2017
________________________________________________________________
Material Weakness
Internal Control Over Financial Reporting
Segregation of Duties
2017-001 Condition: The District has a lack of segregation of duties due to the limited staff size. We
specifically noted a lack of segregation related to receiving customer payments, recording
transactions, reconciling receipts and receivables, and maintaining custody of assets. This
finding was reported in 2016.
Criteria: Internal controls are designed to safeguard assets and prevent or detect losses
from employee dishonesty or error. Segregation of duties is a fundamental concept in a
good system of internal controls. Although the number of employees may limit the ability to
separate specific functions, proper review of reconciliations and monitoring of other activities
is critical in a small government.
Cause: The number of office personnel prevents proper segregation of duties and limits the
oversight or monitoring of key accounting functions.
Effect: There is a potential that intentional or unintentional errors could be made and not be
detected.
Auditor’s Recommendation: Management of the District should be aware of this condition,
understanding the concentration of duties and responsibilities in a limited number of
individuals is not desirable from a control perspective. Under these conditions, the most
effective controls lie in management’s knowledge of matters relating to the operations of the
District. We specifically recommend all reconciliations and subsidiary ledgers related to
receipts of property assessment proceeds, receivables and the related deferred revenue
and other significant balance sheet accounts be reviewed by someone other than the
person primarily responsible for performing the reconciliations or maintaining the subsidiary
ledger to ensure accuracy and agreement with the general ledger.
Management’s Response: Management agrees with the finding and related
recommendations. The District accepts the risk associated with the Secretary/Treasurer
performing incompatible duties due to cost considerations. Management will implement
suggested controls wherever cost effective for the District.
Material Weakness
Internal Control Over Financial Reporting
Review and Approval
2017-002 Condition: The District lacks an appropriate system of internal controls to ensure year-end
reconciliations and all year-end entries are properly made as part of their year-end closing
process.
Criteria: Year-end reconciliations and closing entries should be performed by the accountant
and reviewed and approved by a member of management capable of identifying errors.
Performing an adequate closing process at year-end results in accurate financial reporting.
Cause: The District is not properly reviewing all of the necessary year-end entries and
reconciliations to ensure accurate balances are presented the financial statements. Material
adjustments to year-end reconciliations were noted in property and equipment, prepaid
expenses, accounts payable, and leave accruals. Material adjustments to year-end
balances were also noted in cash, accounts receivable, inventory, capital credits, long-term
debt, and revenues.
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Belle Fourche Irrigation District
Schedule of Findings and Management’s Responses
December 31, 2017
________________________________________________________________
Effect: There were various corrections identified by the auditors to properly state amounts
presented within the financial statements of the Organization.
Auditor’s Recommendation: We recommend management undergo training on year-end
closing and reconciliation procedures and develop a process of review and documentation
of the review of the year-end work performed. These reviews should be documented by
initialing the reconciliations and/or other supporting documentation to indicate approval.
Management’s Response: Management agrees with the finding and related
recommendations. Management will implement suggested controls wherever cost effective
for the District.
Material Weakness
Internal Control Over Financial Reporting
Preparation of the Financial Statements and Related Notes
2017-003 Condition: The District lacks the ability to prepare financial statements and related notes.
Criteria: Management is responsible for establishing internal controls over the preparation of
the financial statements and drafting the financial statements. The Organization should have
a system of internal controls in place related to the preparation of the financial statements.
Cause: The District does not have a system of internal controls in place to prepare the
financial statements, which is common for an organization of this size due to the limited
number of staff.
Effect: The District engages its auditors to draft the financial statements and related notes.
There is a risk that errors may occur and not be detected.
Auditor’s Recommendation: It is the responsibility of management and those charged with
governance to make the decision whether to accept the degree of risk associated with the
Organization’s auditors drafting the financial statements because of cost or other
considerations. If the Organization chooses not to accept this risk, a third-party accountant
should be engaged to prepare the draft financial statements and related notes.
Management’s Response: Management agrees with the finding and related
recommendations. The District accepts the risk associated with the District’s auditors
drafting the financial statements.
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Independent Auditor’s Report

Board of Directors
Belle Fourche Irrigation District
Newell, South Dakota
Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities and the general
fund of Belle Fourche Irrigation District, as of and for the year ended December 31, 2017, and the
related notes to the financial statements, which collectively comprise the District’s basic financial
statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in 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 financial statements are free from
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 judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’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 entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the general fund of Belle Fourche
Irrigation District, as of December 31, 2017, and the respective changes in financial position for the
year then ended in accordance with accounting principles generally accepted in the United States of
America.
Other Matters
Required Supplementary Information
Management has omitted the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinions on the basic financial statements are not affected by this missing
information.
Accounting principles generally accepted in the United States of America require that the Schedule of
Net Pension Liability (Asset) and Schedule of Pension Contributions on pages 26 and 27 be presented
to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to
be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated September
28, 2018 on our consideration of Belle Fourche Irrigation District’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Belle Fourche Irrigation
District’s internal control over financial reporting and compliance.

Casey Peterson, Ltd.
Rapid City, South Dakota
September 28, 2018
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FINANCIAL STATEMENTS

Belle Fourche Irrigation District
Governmental Fund Balance Sheet/Statement of Net Position
December 31, 2017
General
Fund
ASSETS
Cash and Cash Equivalents
Certificates of Deposit
Accounts Receivable
Grants Receivable
Assessments Receivable
Capital Credits Receivable
Inventory
Prepaid Expenses

$

Restricted Assets:
Certificates of Deposit Bureau of Reclamation Reserve
Restricted Pension Asset
Total Restricted Assets
Capital Assets:
Land
SWRMS - Construction in Process
Building
Equipment
US Contract - Irrigation System
US Contract - Keyhole Dam
Less: Accumulated Depreciation
Total Capital Assets, Net of
Depreciation and Amortization
TOTAL ASSETS
DEFERRED OUTFLOWS OF RESOURCES
Pension-related Deferred Outflows
LIABILITIES
Accrued Expenses
Assessments Received in Advance
Long-term Debt
Due in One Year
Due in More than One Year
TOTAL LIABILITIES

Statement of
Net Position

Adjustments

1,183,505
976,542
3,443
66,376
40,097
39,473
405,759
32,034

$

-

$

150,712
-

2,079

150,712
2,079

150,712

2,079

152,791

-

1,700
4,933,750
183,431
1,949,801
12,945,284
60,000
(14,697,579)

1,700
4,933,750
183,431
1,949,801
12,945,284
60,000
(14,697,579)

-

5,376,387

5,376,387

2,897,941

5,378,466

8,276,407

-

213,231

213,231

196,680
187,486

-

196,680
187,486

20,691
-

143,655
4,625,068

164,346
4,625,068

404,857

4,768,723

5,173,580

The accompanying notes are an integral part of this financial statement.
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1,183,505
976,542
3,443
66,376
40,097
39,473
405,759
32,034

General
Fund
DEFERRED INFLOWS OF RESOURCES
Assessments Not Collected Within
Available Period
Grants Not Collected Within
Available Period
Pension-related Deferred Inflows
Capital Credits Redeemable in Future Periods
TOTAL DEFERRED INFLOWS
OF RESOURCES

Statement of
Net Position

Adjustments

36,491

(36,491)

-

3,231
39,473

(3,231)
43,182
(39,473)

43,182
-

79,195

(36,013)

43,182

32,034
405,759

(32,034)
(405,759)

-

150,712

(150,712)

-

935,416
41,126
848,842

(935,416)
(41,126)
(848,842)

-

2,413,889

(2,413,889)

-

FUND BALANCE/NET POSITION
FUND BALANCE
Nonspendable:
For Prepaid Expenses
For Inventory
Restricted:
For Bureau of Reclamation Reserve
Assigned:
For SWRMS Reserve
For Keyhole Water Reserve
Unassigned
TOTAL FUND BALANCE
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND FUND BALANCE

$

2,897,941

NET POSITION
Net Invested in Capital Assets
Restricted:
Bureau of Reclamation Reserve
Proportionate Share of Net Pension
Unrestricted

607,664

607,664

150,448
169,052
2,345,712

150,448
169,052
2,345,712

TOTAL NET POSITION

3,272,876

3,272,876

TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND NET POSITION

$

5,591,697

$

The accompanying notes are an integral part of this financial statement.
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8,489,638

Belle Fourche Irrigation District
Reconciliation of the Governmental Fund Balance Sheet
to the Statement of Net Position
December 31, 2017
Total Governmental Fund Balance

$

2,413,889

Amounts reported for governmental activities in the Statement of
Net Position are different because:
Capital assets used in governmental activities are not financial
resources and therefore are not reported in the governmental
funds.

5,376,387

Assessments and grants receivable are not available to pay for
current period expenses, and therefore, are deferred in the
governmental funds.

39,722

Assets, including capital credits non-redeemable, that are not
available to pay for current period expenditures, are deferred in
the governmental funds.

39,473

Pension-related balances reported in the governmental activities
are not available financial resources and, therefore, are not
reported in the funds.
Net Pension Asset
Pension-related Deferred Outflows
Pension-related Deferred Inflows

2,079
213,231
(43,182)

Debt used in governmental activities is not a financial resource
and therefore is not reported in the governmental funds.

(4,768,723)
$

Net Position of Governmental Activities

The accompanying notes are an integral part of this financial statement.
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3,272,876

Belle Fourche Irrigation District
Statement of Governmental Fund Revenues, Expenditures and
Changes in Fund Balance/Statement of Activities
December 31, 2017
General
Fund
EXPENDITURES/EXPENSES
Irrigation District Operating Expenses
Capital Outlay - Purchases of Property, Plant,
and Equipment
Debt Service - Irrigation System Payment
Interest Expense on Long-term Debt

$

Total Expenditures/Expenses
PROGRAM REVENUES
Operating Grants
Capital Grants

1,230,631

Adjustments
$

28,986

Statement
of Activities
$

1,259,617

577,813
142,900
6,642

(577,813)
(142,900)
-

6,642

1,957,986

(691,727)

1,266,259

146,051
218,093

3,231
-

149,282
218,093

Total Program Revenues

364,144

3,231

367,375

Net Program Expenses

1,593,842

(694,958)

898,884

1,465,388
9,723

(24,973)
-

1,440,415
9,723

GENERAL REVENUES
Assessments
Custom Work and Materials Sales
Other Financing Sources - Proceeds from Sale
of Assets/Gain on Sale of Assets
Other Financing Sources - Debt Proceeds/
Debt Forgiveness
Other Income
Total General Revenues

10,592

200

10,792

218,092
54,130

606,908
1,768

825,000
55,898

1,757,925

583,903

2,341,828

164,083

REVENUES IN EXCESS OF EXPENDITURES

(164,083)

-

1,442,944

CHANGE IN NET POSITION
2,249,806

FUND BALANCE/NET POSITION, BEGINNING
$

FUND BALANCE/NET POSITION, ENDING

2,413,889

(419,874)
$

858,987

The accompanying notes are an integral part of this financial statement.
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1,442,944
1,829,932
$

3,272,876

Belle Fourche Irrigation District
Reconciliation of the Governmental Fund Statement of Revenues,
Expenditures and Changes in Fund Balance to the Statement of Activities
For the Year Ended December 31, 2017
Total Governmental Fund Net Change in Fund Balances

$

164,083

Governmental funds report loan proceeds as revenues. However, in
the Statement of Activities the proceeds are reported as long-term
debt. This is the amount of the loan proceeds and debt forgiveness
received.

606,908

The recognition of revenues in the governmental fund differs from
the recognition in the governmental activities in the fact that revenue
accruals in the fund financial statements require the amounts to be
"available."

(19,974)

Governmental funds report capital outlays as expenditures.
However, in the Statement of Activities, the cost of those assets is
allocated over their estimated useful lives and reported as
depreciation expense. This is the amount by which capital outlays
exceeded depreciation in the current period.

473,649

Pension revenues in the statement of activities do not provide
current financial resources and are not reported as revenues in the
funds.

75,178

Government funds report proceeds on sale of property for the full
amount of consideration received. However, in the Statement of
Activities proceeds from sale of property are reported net of
remaining basis. This is the amount of basis remaining at the time
of sale of the asset.

200

Payment of long-term debt principal and interest is an expenditure
in the governmental fund, but the repayments reduce long-term
liabilities in the Statement of Net Position.

142,900
$

Change in Net Assets of Governmental Activities

The accompanying notes are an integral part of this financial statement.
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1,442,944

Belle Fourche Irrigation District
Notes to the Financial Statements
December 31, 2017
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Nature of Activities - Reporting Entity
Belle Fourche Irrigation District (the District) is a political subdivision of the State of South Dakota and is
exempt from federal income taxes. The District was formed for the purpose of providing services and
delivering irrigation water to members adjacent to the Belle Fourche River in western South Dakota.
In conformity with Governmental Accounting and Financial Reporting Standards, Belle Fourche
Irrigation District is the reporting entity for financial reporting purposes. The District is governed by a
board of seven members elected by registered voters of the District. The financial statements of the
District include the general fund controlled by the Board. The Board has the authority to make
decisions, appoint administrators and managers, and significantly influence operations. It also has
accountability for fiscal matters. There are no component units included within the reporting entity. The
District does not have to prepare a budget that is subject to approval by the state of South Dakota, and
the District can issue debt without the permission of the state of South Dakota.
B. Basis of Presentation
The Statement of Net Position is presented in combination with the Governmental Fund Balance Sheet.
In addition, the Government-wide Statement of Activities is presented in combination with the
Statement of Revenue, Expenditures and Changes in Fund Balance.
Government-wide Statements: The Statement of Net Position and the Statement of Activities display
various information about the District. These statements include the financial activities of the overall
organization. Governmental activities are generally financed through assessments and other nonexchange transactions.
The Statement of Activities presents expenses and revenues of the District’s governmental activities.
Expenses are for the services that the District provides and are presented in the normal functional
categories as defined by the adopted budget. Revenues primarily include property assessments and
grants.
Fund Financial Statements: The fund financial statements provide information about the District’s funds.
The District has one fund, the General Fund, which is classified as a governmental fund and therefore
does not present proprietary or fiduciary fund categories.
As previously mentioned, the District only has one fund. This fund is described below:
General Fund - The General Fund is the general operating fund. It is used to account for all
financial resources of the general government except those required to be accounted for in another
fund.
C. Measurement Focus and Basis of Accounting
Measurement focus is a term used to describe “how” transactions are recorded in the financial
statements. Basis of accounting refers to “when” revenues and expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made, regardless of the measurement focus applied.
Government-wide Financial Statements: The government-wide financial statements are reported using
the economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing
of related cash flows.
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Belle Fourche Irrigation District
Notes to the Financial Statements
December 31, 2017
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fund Financial Statements: Governmental fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered to be
available when they are collected within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the District considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period (“availability period”). Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. Exceptions to this general rule
include principal and interest on general long-term debt, which is recognized when due.
D. Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.
E. Cash and Cash Equivalents
For the purpose of financial reporting, “cash and cash equivalents” includes all demand and savings
accounts and certificates of deposit or short-term investments with a term to maturity at date of
acquisition of three months or less.
F. Inventory
Inventory is valued at the lower of cost or market. The cost valuation method is first-in, first-out for the
governmental fund inventories.
Inventory in the governmental fund consists of expendable supplies held for consumption. The cost is
recorded as an expenditure at the time an individual inventory item is used. Inventories reported in the
fund financial statements are equally offset by a non-spendable fund balance which indicates that they
do not constitute "available spendable resources" even though they are a component of net current
assets. The non-spendable fund balance associated with inventory is reduced by the related amounts
included in accounts payable, if applicable.
G. Property and Equipment
In the government-wide statements, property and equipment are carried at historical cost less
accumulated depreciation. The costs of normal maintenance and repairs that do not add to the value of
the asset or materially extend asset lives are not capitalized. All reported capital assets except land,
easements, and construction in process are depreciated. Land and easements are inexhaustible assets
and therefore are not depreciated. Major outlays for capital assets and improvements are capitalized as
projects are constructed. Depreciation is calculated on the straight-line method over the estimated
useful lives of the depreciable assets. The estimated useful lives are as follows:
Furniture, Fixtures and Equipment
Buildings and Structures

5 - 7 years
31.5 - 39 years

Capital assets used in the government fund operations are accounted for as capital expenditures of the
fund upon acquisition.

14

Belle Fourche Irrigation District
Notes to the Financial Statements
December 31, 2017
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
The District’s policy is to capitalize those assets with a useful life greater than one year, and an initial
acquisition cost of $600 or more. Subsequent to initial capitalization, improvements or betterments that
are significant and which extend the useful life of a capital asset are also capitalized.
H. Deferred Outflows of Resources
The District reports decreases in net assets that relate to future periods as deferred outflows of
resources as a separate section of its government-wide Statement of Net Position. Deferred outflows of
resources consist of deferred outflows related to the District’s participation in the South Dakota
Retirement System’s (SDRS) defined benefit pension plan. They will not be recognized as an outflow of
resources until the applicable future period. No deferred outflows of resources affect the Governmental
Fund Balance Sheet in the current year.
I.

Deferred Inflows of Resources

The District’s Governmental Fund Balance Sheet and Statement of Net Position report a separate
section for deferred inflows of resources. Deferred inflows of resources reflect increases in net assets
that relate to future periods. Deferred inflows of resources are reported in the District’s Statement of Net
Position related to the District’s participation in the SDRS’ defined benefit pension plan. In its
governmental fund, the District reports deferred inflows of resources for revenues that are not
considered available. District revenues are recognized to the extent that they are used to finance each
year’s appropriations. In the fund financial statements, revenue may be limited by any amount not
collected during the current fiscal period or within the “availability period” (60 days). Accordingly,
unavailable revenues from property taxes, capital credits, and grants are reported in the Governmental
Fund Balance Sheet.
J. Long-term Liabilities
Long-term liabilities are reported as liabilities in the government-wide financial statements. Long-term
liabilities consist of a loan, a contract payable, and accrued vacation. In the fund financial statements,
debt proceeds are reported as revenues (general revenues), while payments of principal and interest
are reported as expenditures when they become due.
Annual leave is earned by the full-time employees at a rate of 6 to 20 days per year based on the
number of years of service. Upon termination, the employees are entitled to receive compensation for
their accrued annual leave up to 80 hours.
K. Accounts and Assessment Receivable
Accounts and assessments receivable are stated at unpaid balances expected to be collected from
customers. No allowance for uncollectible assessments or receivables is maintained because
assessments are secured by a tax lien on the property assessed and receivables are considered
collectable by management.
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Belle Fourche Irrigation District
Notes to the Financial Statements
December 31, 2017
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
L. Net Position, Fund Balance, and Use of Restricted Resources
Net Position
Net position represents the difference between assets and liabilities. Net investment in capital assets
consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any
borrowings used for the acquisition, construction or improvement of those assets. Net position is
reported as restricted when there are limitations imposed on use through the enabling legislation
adopted by the District or through external restrictions imposed by creditors, grantors, or laws or
regulations of other governments. Unrestricted net position represents all other components of net
position that do not meet the previously described definitions of “restricted” or “net investment in capital
assets.”
Fund Balance:
Governmental fund equity is classified as fund balance, which is distinguished between the following
classifications:
Nonspendable - Includes amounts that cannot be spent because they are either not in spendable
form or are legally or contractually required to be maintained intact.
Restricted - Constraints are placed on the use of resources by either (a) externally imposed by
creditors, grantors, contributors, or laws or regulations of other governments, or (b) imposed by law
through constitutional provisions or enabling legislation.
Assigned - Amounts that are constrained by the District’s intent to be used for specific purposes but
are not restricted. Amounts can be assigned by the Board or management of the District.
Unassigned - Represents fund balance that has not been assigned to other purposes and that has
not been restricted or assigned.
M. Application of Net Position

When both restricted and unrestricted resources are available for use, it is the District’s policy to use
restricted resources first, then unrestricted resources as they are needed. When committed, assigned,
or unassigned amounts are available for use, it is the District’s policy to use committed resources first,
followed by assigned and then unassigned resources, as they are needed.
N. Program Revenues
Program revenues derive directly from the program itself. Program revenues are classified into
categories as follows:
a. 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.
b. Operating grants and contributions - These arise from mandatory and voluntary non-exchange
transactions with other governments, organizations, or individuals and are to be used for
operations of the District.
c. Capital grants and contributions - These arise from mandatory and voluntary non-exchange
transactions with other governments, organizations, or individuals that are restricted for the
acquisition of capital assets for use in the operations of the District.
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Belle Fourche Irrigation District
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December 31, 2017
NOTE 2 - DEPOSITS AND INVESTMENTS, CONCENTRATIONS OF CREDIT RISK, AND INTEREST
RATE RISK
Various restrictions on deposits and investments are imposed by statutes. These restrictions are
summarized below:
Deposits - The District’s cash deposits are made in qualified public depositories as defined by SDCL 46A-1, 9-22-6, 9-22-6.1 and 9-22-6.2, and may be in the form of demand or time deposits. 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 the 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
qualified public depository may furnish a corporate surety bond of a corporation authorized to do
business in South Dakota.
Deposits are reported at cost, plus interest, if the account is of the add-on type.
Custodial Credit Risk - Deposits - The risk that, in the event of a depository failure, the District’s
deposits may not be returned to it. The District does not have a deposit policy for custodial credit risk.
As of December 31, 2017 the District’s deposits in financial institutions were exposed to custodial credit
risk as follows:

Depository Name
First National Bank

Location
Pierre

% Undercollateralized
2.23%

At-Risk
Amount
$

28,413

Credit Risk - State law limits eligible investments for the District as discussed above. The District has
no investment policy that would further limit its investment choices.
Concentration of Credit Risk - The District places no limit on the amount that may be deposited with any
one financial institution or invested with any one issuer.
Interest Rate Risk - The District 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.
The District had no investments as of December 31, 2017.
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December 31, 2017
NOTE 3 - PROPERTY AND EQUIPMENT
Summary of changes in capital assets for the year ended December 31, 2017 is as follows:

Balance
12/31/2016
Non-depreciable Capital Assets:
Land
SWRMS - Building in Process
Depreciable Capital Assets:
Buildings and Structures
Equipment
US Contract - Irrigation System
US Contract - Keyhole

$

Subtotal
Less Accumulated Depreciation for:
Buildings and Structures
Equipment
US Contract - Irrigation System
US Contract - Keyhole
Subtotal
Net Capital Assets

$

Decrease

Increase

1,700
4,455,906

$

477,844

Balance
12/31/2017

$

-

$

1,700
4,933,750

183,431
1,914,579
12,945,284
60,000
19,560,900

99,969
577,813

64,747
64,747

183,431
1,949,801
12,945,284
60,000
20,073,966

150,440
1,502,639
12,945,284
60,000
14,658,363

3,312
100,851
104,163

64,947
64,947

153,752
1,538,543
12,945,284
60,000
14,697,579

4,902,537

$

473,650

$

(200)

$

5,376,387

NOTE 4 - COMMITMENTS AND CONTINGENCIES
During the year ended December 31, 2017, the District continued repairing and upgrading its aging
irrigation infrastructure. The total estimated project cost is $5,000,000. As of December 31, 2017, the
District had incurred costs of $4,876,762. The project is expected to be completed during the year
ended December 31, 2018. The project is being funded by the proceeds of the $2,500,000 South
Dakota Water Resources Management System (SWRMS) grant and the proceeds of the $2,500,000
SWRMS loan.
During the year ended December 31, 2016, the District entered into two water conservation
agreements with the Bureau of Reclamation to repair and improve water conservation. Construction did
not begin until subsequent to year end. The total estimated project costs are $162,530 and $147,714,
respectively. The projects are expected to be completed during the year ended December 31, 2018.
The projects are funded by two grants from the Bureau of Reclamation in the amounts of $99,950 and
$98,000, respectively. The remaining costs will be paid by District reserves.
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NOTE 5 - LONG-TERM DEBT
The following is a summary of changes in long-term liabilities:

Balance
12/31/2016
General Obligation Debt:
Contract Payable - US BoR
Contract Payable - SWRMS
Loan Payable - Butler
Subtotal

$ 3,133,652
2,220,289
164,590
5,518,531

Other Liabilities:
Accrued Vacation

Increase
$

$ 5,528,905

$

36,603

10,374

Total Long-term Liabilities

218,092
218,092

Decrease

$

254,695

$

Balance
12/31/2017

946,508
21,392
967,900

$ 2,187,144
2,438,381
143,198
4,768,723

26,286

20,691

994,186

$ 4,789,414

Amounts Due
Within 1 Year
$

121,508
22,147
143,655

20,691
$

164,346

Long-term debt at December 31, 2017 consisted of the following:
Contract Payable - United States Department of Interior-Bureau of
Reclamation, payable in annual installments of $121,508. No interest charged
on this contract.

$ 2,187,144

Contract Payable - SD State Water Resources Management System
(SWRMS), first payment due upon completion of the SWRMS project,
expected November 2018, payable semiannually, with interest at 3%.

2,438,381

Equipment Loan Payable - Butler Machinery, payable in annual installments of
$26,368, with interest at 2.95%.

143,198
4,768,723
(143,655)
$ 4,625,068

Less: Current Maturities

The annual debt service requirements to maturity for long-term debt outstanding as of December 31,
2017 are as follows:

Principal
2018
2019
2020
2021
2022
2023 - 2027
2028 - 2032
2033 - 2037

$

143,655
144,309
144,981
145,674
146,387
633,272
607,540
364,524
$ 2,330,342
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Interest
$

$

4,221
3,567
2,895
2,202
1,489
756
15,130

Total
$

147,876
147,876
147,876
147,876
147,876
634,028
607,540
364,524
$ 2,345,472

Belle Fourche Irrigation District
Notes to the Financial Statements
December 31, 2017
NOTE 5 - LONG-TERM DEBT (CONTINUED)
The contract payable to South Dakota Water Resources Management System has not been finalized
as completion of the project is not expected until November 2018. Payment terms have not been
agreed upon at this time, and as such, no maturity schedule of debt repayments is available as of the
date of the independent auditor’s report. The current balance of the contract payable that is not
included in this schedule is $2,438,381 and the total amount eligible to draw is $2,500,000.
The District also reported $825,000 in loan forgiveness related to the contract payable to U.S. Bureau
of Reclamation during the year ended December 31, 2017.
NOTE 6 - PROPERTY ASSESSMENT
Property assessments are levied on or before January 31 for the previous calendar year, are payable in
one installment on or before April 30, and attach as an enforceable lien on property as of the following
November 10. The District assesses varying amounts per acre of irrigable property where the District’s
services are utilized.
NOTE 7 - PENSION PLAN
Plan Information
All employees, working more than 20 hours per week during the year, participate in the South Dakota
Retirement System (SDRS), a cost sharing, multiple employer defined benefit pension plan
administered by SDRS to provide retirement benefits for employees of the State of South Dakota and
its political subdivisions. The SDRS provides retirement, disability, and survivor 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 SDCL 3-12. The SDRS issues a publicly
available financial report that includes financial statements and required supplementary information.
That report may be obtained at http://sdrs.sd.gov/publications.aspx or by writing to the SDRS, P.O. Box
1098, Pierre, SD 57501-1098 or by calling (605) 773-3731.
Benefits Provided
SDRS has three different classes of employees, Class A, Class B public safety and Class B judicial.
Class A retirement benefits are determined as 1.7 percent prior to 2008 and 1.55 percent thereafter of
the employee’s final three-year average compensation times the employee’s years of service.
Employees with three years of service are eligible to retire at age 55. Class B public safety benefits are
determined as 2.4 percent for service prior to 2008 and 2.0 percent thereafter of employee final
average compensation. Class B judicial benefits are determined as 3.733 percent for service prior to
2008 and 3.333 percent thereafter of employee final average compensation. All Class B employees
with three years of service are eligible to retire at age 45. Employees are eligible for service-related
disability benefits regardless of length of service. Three years of service is required for nonservicerelated disability eligibility. Disability benefits are determined in the same manner as retirement benefits
but are payable immediately without an actuarial reduction. Death benefits are a percent of the
employee’s final average salary.
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NOTE 7 - PENSION PLAN (CONTINUED)
The annual increase in the amount of the SDRS benefits payable on each July 1st is indexed to the
consumer price index (CPI) based on SDRS funded status:
•

If the SDRS market value funded ratio is
o

100% or more - 3.1% COLA

o

80.0% to 99.9%, index with the CPI
- 90.0% to 99.9% funded - 2.1% minimum and 2.8% maximum COLA
- 80.0% to 90.0% funded - 2.1% minimum and 2.4% maximum COLA

o

Less than 80% - 2.1% COLA

The 2017 legislation modified the COLA, effective for the July 1, 2018 increase:
•

Baseline actuarial accrued liabilities will be calculated assuming the COLA is equal to the longterm inflation assumption of 2.25%.

•

If the fair value of assets is greater or equal to the baseline actuarial accrued liabilities, the
COLA will be:
o

•

The increase in the 3rd quarter CPI-W, no less than 0.5% and no greater than 3.5%.

If the fair value of assets is less than the baseline actuarial accrued liabilities, the COLA will be:
o

The increase in the 3rd quarter CPI-W, no less than 0.5% and no greater than a restricted
maximum such that, that if the restricted maximum is assumed for future COLAs, the fair
value of assets will be greater or equal to the accrued liabilities.

All benefits except those depending on the Member’s Accumulated Contributions are annually
increased by the Cost-of-living Adjustment.
Contributions
Per SDCL 3-12, contribution requirements of the active employees and the participating employers are
established and may be amended by the SDRS Board. Covered employees are required by state
statute to contribute the following percentages of their salary to the plan; Class A Members, 6.0 percent
of salary; Class B Judicial Members, 9.0 percent of salary; and Class B Public Safety Members, 8.0
percent of salary. State statute also requires the employer to contribute an amount equal to the
employee’s contribution. State statute also requires the employer to make an additional contribution in
the amount of 6.2 percent for any compensation exceeding the maximum taxable amount for social
security for general employees only. The District's share of contributions to the SDRS for the years
ended December 31, 2017, 2016, and 2015 were $28,682, $27,664, and $27,392, respectively, and
were equal to the required contributions each year.
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NOTE 7 - PENSION PLAN (CONTINUED)
Pension Liabilities (Assets), Pension Expense (Revenue), and Deferred Outflows of Resources and
Deferred Inflows of Resources to Pensions
At June 30, 2017, SDRS is 100.1% funded and accordingly has a net pension asset. The proportionate
share of the components of the net pension asset of South Dakota Retirement System, for the District
as of the measurement period ending June 30, 2017 and reported by the District as of December 31,
2017 are as follows:
Proportionate Share of Pension Liability

$

2,665,663
2,667,742

Less: Proportionate Share of Net Pension Restricted for Pension Benefits
$

Proportionate Share of Net Pension Liability (Asset)

(2,079)

At December 31, 2017, the District reported a liability (asset) of $(2,079) for its proportionate share of
the net pension liability (asset). The net pension liability (asset) was measured as of June 30, 2017 and
the total pension liability (asset) used to calculate the net pension liability (asset) was based on a
projection of the District’s share of contributions to the pension plan relative to the contributions of all
participating entities. At June 30, 2017, the District’s proportion was 0.02291080%, which is a decrease
of 0.0006688% from its proportion measured as of June 30, 2016.
For the year ended December 31, 2017, the District recognized pension expense (reduction of pension
expense) of $(46,495). At December 31, 2017, the District reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:
Deferred
Outflows of
Resources
Difference Between Expected and Actual Experience

$

Changes in Assumption
Net Difference Between Projected and Actual
Earnings on Pension Plan Investments
Changes in Proportion and Difference Between District
Contributions and Proportionate Share of Contributions
District Contributions Subsequent to the
Measurement Date
$

Total
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Deferred
Inflows of
Resources

33,314

$

-

161,435

-

-

39,974

3,660

3,208

14,822

-

213,231

$

43,182

Belle Fourche Irrigation District
Notes to the Financial Statements
December 31, 2017
NOTE 7 - PENSION PLAN (CONTINUED)
$14,822 reported as deferred outflow of resources related to pensions resulting from District
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ending December 31, 2018. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized in pension expense
(reduction of pension expense) as follows:

Year Ended December 31,
2018
2019
2020
2021

42,420
70,214
51,840
(9,247)
$

Total

155,227

Actuarial Assumptions
The total pension liability (asset) in the June 30, 2017 actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement:
Inflation

2.25%

Salary Increases

Graded by years of service, from 6.50% at entry to 3.00%

Discount Rate

6.50% net of plan investment expense

Mortality rates were based on 97% of the RP-2014 Mortality Table, projected generationally with Scale
MP-2016, white collar rates for females and total dataset rates for males. Mortality rates for disabled
members were based on the RP-2014 Disabled Retiree Mortality Table, projected generationally with
Scale MP-2016.
Investment portfolio management is the statutory responsibility of the South Dakota Investment Council
(SDIC), which may utilize the services of external money managers for management of a portion of the
portfolio. SDIC is governed by the Prudent Man Rule (i.e., the Council should use the same degree of
care as a prudent man). Current SDIC investment policies dictate limits on the percentage of assets
invested in various types of vehicles (equities, fixed income securities, real estate, cash, private equity,
etc.). The long-term expected rate of return on pension plan investments was determined using a
method in which best-estimate ranges of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class. These
ranges are combined to produce the long-term expected rate of return by weighing the expected future
real rates of return by the target asset allocation percentage and by adding expected inflation. Best
estimates of real rates of return for each major asset class included in the pension plan’s target asset
allocation as of June 30, 2017 (see the discussion of the pension plan’s investment policy) are
summarized in the following table using geometric means:
Long-term
Target
Expected Real
Asset Class
Allocation
Rate of Return
Global Equity
58.0%
4.8%
Fixed Income
30.0%
1.8%
Real Estate
10.0%
4.6%
Cash
2.0%
0.7%
Total
100%
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NOTE 7 - PENSION PLAN (CONTINUED)
Discount Rate
The discount rate used to measure the total pension liability (asset) was 6.50%. The projection of cash
flows used to determine the discount rate assumed that plan member contributions will be made at the
current contribution rate and that matching employer contributions from will be made at rates equal to
the member rate. Based on these assumptions, the pension plan’s fiduciary net position was projected
to be available to make all future benefit payments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability (asset).
Sensitivity of Liability (Asset) to Changes in the Discount Rate
The following presents the District’s proportionate share of net pension liability (asset) calculated using
the discount rate of 6.50%, as well as what the District’s proportionate share of the net pension liability
(asset) would be if it were calculated using a discount rate that is 1-percentage point lower (5.50%) or
1-percentage point higher (7.50%) than the current rate:

1% Decrease
District's Proportionate Share
of the Net Pension Liability (Asset)

380,801

$

Current
Discount Rate
$

(2,079)

1% Increase
$

(313,868)

NOTE 7 - PENSION PLAN (CONTINUED)
Pension Plan Fiduciary Net Position
Detailed information about the plan’s fiduciary net position is available in the separately issued SDRS
financial report.
NOTE 8 - RISK MANAGEMENT
The District 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 period ended
December 31, 2017, the District managed its risk as follows:
Employee Health Insurance - The District provides health insurance for its employees. The District
purchases health insurance for its employees from a commercial insurance carrier.
Liability Insurance - The District purchases liability insurance for risks related to torts; theft of or
damage to property; errors and omissions of directors and officers; and automobile accident or damage
from a commercial insurance carrier. Claims resulting from these risks have not exceeded the District’s
liability coverage.
Worker’s Compensation - The District purchased liability insurance for worker’s compensation from a
commercial carrier.
Unemployment Benefits - The District provides coverage for unemployment benefits by paying into the
Unemployment Compensation Fund established by state law and managed by the State of South
Dakota.
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NOTE 9 - SUBSEQUENT EVENTS
Subsequent to year end, the District entered into a new water conservation grant agreement with the
Bureau of Reclamation to repair and improve infrastructure. The total estimated project cost is
$148,712. The projects are expected to be completed during the year ended December 31, 2019. The
Bureau of Reclamation grant portion is $72,000. The remaining costs will be paid by District reserves.
Subsequent events were evaluated through the date of the independent auditor’s report, which is the
date the financial statements were available to be issued.
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REQUIRED SUPPLEMENTARY INFORMATION

Belle Fourche Irrigation District
Schedule of Net Pension Liability (Asset)
For the Years Ended December 31
________________________________________________________________

Year
Ending

District's
Proportionate
District's
Share of
Proportion of
Net Pension
Net Pension
Liability (Asset)
Liability (Asset)
(a)

District's
Coveredemployee
Payroll
(b)

District's
Proportionate
Share of
Net Pension
Liability (Asset)
as a Percentage
of its
Coveredemployee
Payroll
(a/b)

Plan Fiduciary
Net Pension as
a Percentage
of its
Total Pension
Liability (Asset)

6/30/2017

0.0229108

$

(2,079)

$

465,500

-0.45%

100.10%

6/30/2016

0.0235796

$

79,650

$

483,695

16.47%

96.89%

6/30/2015

0.0223510

$

(94,797)

$

405,801

-23.36%

104.10%

*The amounts presented for each fiscal year were determined as of the measurement date of the
collective net pension liability (asset), which is June 30 of the previous year.

See independent auditor’s report.
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Belle Fourche Irrigation District
Schedule of Pension Contributions
For the Years Ended December 31
________________________________________________________________
Contributions
as a
Percentage of
Coveredemployee
Payroll
(b/c)

Contractuallyrequired
Contribution
(a)

Contributions in
Relation to the
Contractuallyrequired
Contribution
(b)

12/31/2017

$

28,682

$

28,682

$

-

$

478,060

6.00%

12/31/2016

$

27,664

$

27,664

$

-

$

461,063

6.00%

12/31/2015

$

27,392

$

27,392

$

-

$

456,523

6.00%

Year
Ending

District's
Coveredemployee
Payroll
(c)

Contribution
Deficiency
(Excess)
(a-b)

See independent auditor’s report.
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