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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
Black Hawk Water User District
Black Hawk, South Dakota
We have audited, 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, the financial statements of Black Hawk Water
User District, which comprise the statement of net position - modified cash basis as of December 31,
2020, and the related statements of revenues, expenses, and changes in net position - modified cash
basis and cash flows - modified cash basis, for the year then ended, and the related notes to the
financial statements, and have issued our report thereon dated May 13, 2021.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered Black Hawk Water User
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 opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Black Hawk Water
User District’s internal control. Accordingly, we do not express an opinion on the effectiveness of Black
Hawk Water User 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 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 have not been identified. We did identify a certain deficiency in internal control described
in the accompanying Schedule of Findings and Management’s Responses as item 2020-001 that we
consider to be a material weakness.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether Black Hawk Water User 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.
Black Hawk Water User District’s Response to Findings
Black Hawk Water User District’s responses to the findings identified in our audit are described in the
accompanying Schedule of Findings and Management’s Responses. Black Hawk Water User District’s
responses were not subjected to the auditing procedures applied in the audit of the financial statements
and, accordingly, we express no opinion on them.
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
organization’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 organization’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Casey Peterson, Ltd.
Rapid City, South Dakota
May 13, 2021
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Black Hawk Water User District
Schedule of Findings and Management’s Responses
December 31, 2020
FINDINGS - FINANCIAL STATEMENTS AUDIT
Material Weakness
Internal Control over Financial Reporting
Drafting the Financial Statements and Related Notes
2020-001 Condition: The expertise and qualifications of the District’s staff limits the ability of the
business office to prepare financial statements being audited which would be required under
a properly designed system of internal controls.
Criteria: The District should have an internal control system designed for drafting the
financial statements being audited.
Cause: The District does not have an internal control system in place to prepare the
financial statements and related notes. This condition is common in an organization of this
size due to the limited number of office staff.
Effect: The District engages its auditor to draft the financial statements and related notes to
the financial statements. The possibility of fraud or errors occurring and not being detected
or correct is present.
Auditor’s Recommendation: It is the responsibility of management and those charged with
governance to decide whether to accept the degree of risk associated with the District’s
auditor drafting the financial statements and related notes, because of cost or other
considerations.
Management’s Response: Management agrees with the finding and will accept the risk
associated with this finding.

3

Independent Auditor’s Report

Board of Directors
Black Hawk Water User District
Black Hawk, South Dakota
Report on the Financial Statements
We have audited the accompanying financial statements of Black Hawk Water User District which
comprise the statement of net position - modified cash basis as of December 31, 2020, and the related
statements of revenues, expenses, and changes in net position - modified cash basis and cash flows modified cash basis for the year then ended, and the related notes to the 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 the modified cash basis of accounting as described in Note 1; 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 also responsible for 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 an opinion 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 opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
modified cash basis financial position of Black Hawk Water User District as of December 31, 2020, and
the respective changes in its modified cash basis net position and its modified cash basis cash flows for
the year then ended in accordance with the modified cash basis of accounting as described in Note 1.
Basis of Accounting
We draw attention to Note 1 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. Our
opinion is not modified with respect to this matter.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated May 13,
2021, on our consideration of Black Hawk Water User 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 and compliance and the results of that testing, and not to
provide an opinion on 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
Black Hawk Water User District’s internal control over financial reporting and compliance.

Casey Peterson, Ltd.
Rapid City, South Dakota
May 13, 2021
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FINANCIAL STATEMENTS

Black Hawk Water User District
Statement of Net Position - Proprietary Fund - Modified Cash Basis
December 31, 2020
ASSETS
Current Assets:
Cash and Cash Equivalents
Investments

$

592,989
1,822,866
2,415,855

Total Current Assets
Noncurrent Assets:
Capital Assets:
Land
Buildings
Improvements Other Than Buildings
Machinery and Equipment
Less: Accumulated Depreciation

8,756
59,009
3,983,109
806,926
(2,959,728)
1,898,072
1,749,955

Construction in Progress

3,648,027

Total Noncurrent Assets
TOTAL ASSETS

6,063,882

LIABILITIES
Amounts Due in One Year
Amounts Due in More than One Year

54,140
1,790,658

TOTAL LIABILITIES

1,844,798

NET POSITION
Net Investment in Capital Assets
Restricted for Customer Deposits
Unrestricted

1,803,229
355,740
2,060,115

TOTAL NET POSITION

4,219,084
$

TOTAL LIABILITIES AND NET POSITION

The accompanying notes are an integral part of this financial statement.
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6,063,882

Black Hawk Water User District
Statement of Revenues, Expenses, and Changes in Net Position Modified Cash Basis
For the Year Ended December 31, 2020
OPERATING REVENUE
Revenue Dedicated to Servicing Debt
Miscellaneous

$

940,709
1,989
942,698

Total Operating Revenue
OPERATING EXPENSES
Depreciation
Personal Services
Water System Maintenance
Professional Fees
Office Expenses
Insurance
Major Improvements
Contract Labor
Directors Fees
Vehicle Expense
Travel

141,501
141,313
96,952
63,319
42,455
16,528
15,569
13,359
8,585
1,363
762

Total Operating Expenses

541,706
400,992

Operating Income
NONOPERATING REVENUE (EXPENSE)
Interest Income
Other Income
Interest Expense

29,687
3,514
(20,455)
12,746

Total Nonoperating Revenue (Expense)

413,738

CHANGE IN NET POSITION

3,805,346

NET POSITION - BEGINNING
$

NET POSITION - ENDING

The accompanying notes are an integral part of this financial statement.
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4,219,084

Black Hawk Water User District
Statement of Cash Flows - Modified Cash Basis
For the Year Ended December 31, 2020
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Receipts from Customers
Other Operating Cash Receipts
Cash Payments to Employees for Services
Cash Payments to Suppliers of Goods and Services

$

940,709
1,989
(149,898)
(250,307)
542,493

Net Cash Provided by Operating Activities
CASH FLOWS FROM (USED BY) CAPITAL AND
RELATED FINANCING ACTIVITIES
Principal Paid on Long-term Debt
Purchase of Capital Assets
Insurance Proceeds
Interest Paid on Long-term Debt

(62,371)
(432,375)
3,514
(20,455)
(511,687)

Net Cash Used by Capital and Related Financing Activities
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of Investment Securities
Proceeds from Sales and Maturities of Investments
Cash Received for Interest

(1,774,678)
1,995,000
29,687
250,009

Net Cash Provided by Investing Activities
NET INCREASE IN CASH

280,815

BALANCE - BEGINNING OF YEAR

312,174

BALANCE - END OF YEAR
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating Income
Adjustments to Reconcile Operating Income to Net Cash Provided
by Operating Activities:
Depreciation Expense

$

592,989

$

400,992

141,501

NET CASH PROVIDED BY OPERATING ACTIVITIES

$

542,493

SUPPLEMENTAL CASH FLOW DISCLOSURES
Property and Equipment Purchased with Debt

$

1,749,955

The accompanying notes are an integral part of this financial statement.
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Black Hawk Water User District
Notes to the Financial Statements
December 31, 2020
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
As discussed further in Note 1.C., these financial statements are presented on the modified cash basis
of accounting. The modified cash basis of accounting differs from accounting principles generally
accepted in the United States of America (GAAP) as described within this note. Generally accepted
accounting principles include all relevant Governmental Accounting Standards Board (GASB)
pronouncements.
A. REPORTING ENTITY
Black Hawk Water User District (District) was formed under Chapter 46-16 of the South Dakota
Codified Laws of 1967. The basic operations of the District are financed by water service charges and
hook-up fees. These operations are accounted for, and reported as, an enterprise fund.
The reporting entity of the Black Hawk Water User District includes all accounts of the District.
Board members of the District are elected by the members of the District and have decision-making
authority, the power to designate management, the ability to significantly influence operations, and
primary accountability for fiscal matters. In addition, there are no component units that are required to
be included in the District’s reporting entity.
B. BASIS OF PRESENTATION
All activities of the District are accounted for within a single proprietary (enterprise) fund.
Enterprise Funds - Enterprise funds may be used to report any activity for which a fee is charged to
external users for goods and services. Activities are required to be reported as enterprise funds if any
one of the following criteria is met. Governments should apply each of these criteria in the context of
the activity’s principal revenue sources.
1. The activity is financed with debt that is secured solely by a pledge of the net revenues from
fees and charges of the activity.
2. Laws or regulations require that the activity’s costs of providing services, including capital costs
(such as depreciation or debt service), be recovered with fees and charges, rather than with
taxes or similar revenues.
3. The pricing policies of the activity establish fees and charges designed to recover its costs,
including capital costs (such as depreciation or debt service).
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.
Measurement Focus
All activities of the District are presented using the economic resources measurement focus, applied on
the modified cash basis of accounting.
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Black Hawk Water User District
Notes to the Financial Statements
December 31, 2020
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basis of Accounting
The accompanying financial statements have been prepared on the modified cash basis of accounting,
which is a comprehensive basis of accounting other than generally accepted accounting principles. The
modified cash basis of accounting involves the measurement of cash and cash equivalents and
changes in cash equivalents resulting from cash receipt and disbursement transactions. 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 liabilities are recognized to the extent that cash
has been received or disbursed.
Modifications to the cash basis of accounting include recording investments arising from cash
transactions, property and equipment, depreciation on property and equipment, and long-term debt.
Under this method, revenue is recorded when received rather than when earned and expenses are
recorded when paid rather than when the obligation is incurred.
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 or
services received but not yet paid, and accrued expenses and liabilities) are not recorded in these
financial statements.
D. CASH AND CASH EQUIVALENTS
For the purposes of the Statement of Cash Flows, the District considers all highly liquid investments or
deposits with a term to maturity of three months or less, at the date of acquisition, to be cash
equivalents. Money market funds held as a portion of the District’s investment portfolio are classified as
short-term investments and are not considered to be cash equivalents for purposes of the Statement of
Cash Flows.
E. CAPITAL ASSETS
Capital assets include land, buildings, machinery and equipment, and all other tangible or intangible
assets that are used in operations and that have initial useful lives extending beyond a single reporting
period.
Capital assets are recorded at historical cost. Reported cost values include ancillary charges necessary
to place the asset into its intended location and condition for use. Subsequent to initial capitalization,
improvements or betterments that are significant, and which extend the useful life of a capital asset are
also capitalized.
For capital assets used in business-type activities/proprietary fund’s operations; construction period
interest is capitalized in accordance with U.S. GAAP.
Depreciation of all exhaustible capital assets is recorded as an expense and accumulated depreciation
is reported on the Statement of Net Position.
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Black Hawk Water User District
Notes to the Financial Statements
December 31, 2020
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Capitalization thresholds (the dollar values above which asset acquisitions are added to the capital
asset accounts), depreciation methods, and estimated useful lives of capital assets are as follows:

Land and Land Rights
Improvements Other Than Buildings
Buildings
Machinery and Equipment

Capitalization
Threshold

Depreciation
Method

Estimated
Useful Life

$

N/A
Straight-line
Straight-line
Straight-line

N/A
5 - 20 years
39 years
3 - 20 years

1
500
500
500

Land is an inexhaustible capital asset and is not depreciated.
F. LONG-TERM LIABILITIES
All long-term liabilities are reported as liabilities in the financial statements. Liabilities consist of revenue
bonds payable.
G. REVENUE RECEIVED IN ADVANCE
Under the modified cash basis of accounting, cash may have been received in advance of the District’s
providing a good or service to a customer. These amounts are reported in the financial statements at
the time of receipt, as applicable.
H. RECEIPTS AND DISBURSEMENTS CLASSIFICATION
Operating receipts and disbursements result from providing services and producing and delivering
goods and services.
I.

EQUITY CLASSIFICATIONS

Equity is classified as Net Position and is displayed in three components:
Net Investment in Capital Assets - Consists of capital assets, including restricted capital assets, net
of accumulated depreciation (if applicable) and reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.
Restricted Net Position - Consists of net position with constraints placed on their use either by (a)
external groups such as creditors, grantors, contributors, or laws and regulations of other
governments; or (b) law through constitutional provisions or enabling legislation.
Unrestricted Net Position - All other net position that does not meet the definition of “restricted” or
“net investment in capital assets.”
J. APPLICATION OF NET POSITION
It is the District’s policy to first use restricted net position prior to the use of unrestricted net position
when an expense is incurred for purposes for which both restricted and unrestricted net positions are
available.
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Black Hawk Water User District
Notes to the Financial Statements
December 31, 2020
NOTE 2 - DEPOSITS AND INVESTMENTS, CREDIT RISK, CONCENTRATIONS OF CREDIT RISK,
AND INTEREST RATE RISK
Various restrictions on deposits and investments are imposed by statutes. These restrictions are
summarized below:
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% 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
qualified public depository may furnish a corporate surety bond of a corporation authorized to do
business in South Dakota.
Investments
In general, SDCL 4-5-6 permits District funds 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 collateralized by securities described in (a) above; or in shares of an
open-end, no-load fund administered by an investment company whose investments are in securities
described in (a) above and repurchase agreements described in (b) above. Also, SDCL 4-5-9 requires
investments to be in the physical custody of the political subdivision or may be deposited in a
safekeeping account with any bank or trust company designated by the political subdivision as its fiscal
agent.
As of December 31, 2020, the District had the following investments:
Investment
Government Bonds
Marketable Certificates
of Deposit
Money Market

Credit Rating

Cost Basis

AA or Better

$

56,126

FDIC Insured
Not Rated

1,546,740
220,000
$ 1,822,866

Maturities
1 - 5 Years

< 1 Year
$

-

1,546,740
50,000
$ 1,596,740

$

90

$

100,000
100,090

> 5 Years
$

56,036

$

70,000
126,036

Fair Value Measurement
The District reports its investment on cash paid for such investments and not the fair market value.
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.
Custodial Credit Risk - Investments - The risk that, in the event of the counterparty to a transaction, the
District will not be able to recover the value of investment or collateral securities that are in the
possession of an outside party. As of December 31, 2020, all of the District’s investments were held by
its agents.
Concentration of Credit Risk - The District places no limit on the amount that may be deposited with any
one issuer.
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Black Hawk Water User District
Notes to the Financial Statements
December 31, 2020
NOTE 2 - DEPOSITS AND INVESTMENTS, CONCENTRATIONS OF CREDIT RISK, AND INTEREST
RATE RISK (CONTINUED)
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.
NOTE 3 - CHANGES IN GENERAL CAPITAL ASSETS
A summary of changes in capital assets for the year ended December 31, 2020 is as follows:
Balance
12/31/2019
Non-depreciable Capital Assets:
Land
Construction in Progress
Subtotal
Depreciable Capital Assets:
Buildings and Structures
Improvements Other than
Buildings
Machinery and Equipment
Subtotal
Less Accumulated Depreciation for:
Buildings and Structures
Improvements Other than
Buildings
Machinery and Equipment
Subtotal
Net Capital Assets

$

8,756
72,876
81,632

Increase
$

Balance
12/31/2020

Decrease

1,677,079
1,677,079

$

-

$

8,756
1,749,955
1,758,711

59,009

-

-

59,009

3,983,109
799,320
4,841,438

7,606
7,606

-

3,983,109
806,926
4,849,044

(29,263)

(1,427)

-

(30,690)

(2,032,847)
(756,117)
(2,818,227)

(121,267)
(18,807)
(141,501)

-

(2,154,114)
(774,924)
(2,959,728)

$ 2,104,843

$ 1,543,184

$

-

$ 3,648,027

During the year ended December 31, 2020, the District began construction on three projects. The
District has incurred engineering and construction costs in the amount of $1,749,955. The estimated
cost of these projects is over $4 million, with estimated costs of $2,285,000 to finish the projects. The
projects are being funded with a $3.8 million loan and cash reserves and are expected to be completed
in 2021.
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Black Hawk Water User District
Notes to the Financial Statements
December 31, 2020
NOTE 4 - LONG-TERM LIABILITIES
A summary of changes in long-term liabilities is as follows:
Balance
12/31/2019
Bonds Payable:
SRF Revenue Bond
DWSRF 2020 Note Payable Loan
DWSRF Revenue Bond
Total Long-term Liabilities

$

9,955

Increase
$

644,904
$

654,859

-

$

1,252,310
$

Balance
12/31/2020

Decrease

1,252,310

$

(9,955)

$

Amount Due
in One Year
-

(52,416)

1,252,310
592,488

(62,371)

$ 1,844,798

$

54,140

$

54,140

Debt payable at December 31, 2020 is comprised of the following:
Drinking Water - SRF Revenue Bond payable to the State Revolving
Fund bearing a fixed interest rate of 3.25%. Payable in quarterly
installments of $18,185. Matures in April 2030. Collateralized by all
assets and revenue.

$

592,488

$

1,252,310
1,844,798

Drinking Water - Revenue Borrower Bond, Series 2020 payable to
the State Revolving Fund bearing a fixed interest rate of 2.5%. An
initial interest payment of $206,375 is due in July 2022, and then
repayment period begins in October 2022 with quarterly installments
of $60,665 . Total loan is in the amount of $3,810,000 and matures in
July 2042. Collateralized by all system revenues.

The annual requirements to amortize all debt outstanding as of December 31, 2020 are as follows:
DWSRF
Revenue
Bond
Principal
Interest

For the Year Ending
December 31,
2021
2022
2023
2024
2025
2026-2030

$

$

54,140
55,921
57,761
59,661
61,624
303,381
592,488

$

$

18,600
16,819
14,980
13,079
11,117
23,954
98,549

DWSRF
Revenue
Bond
Principal
Interest
$

36,852
149,728
153,506
157,380
754,844
$ 1,252,310

$

$

230,188
92,932
89,154
85,280
331,748
829,302

The District has pledged future water revenues, net of specified operating expenses, to repay the water
revenue bonds.
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Black Hawk Water User District
Notes to the Financial Statements
December 31, 2020
NOTE 5 - RETIREMENT 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, hybrid defined-benefit 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 is found in South Dakota Codified Law 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 general members, Class B public safety and
judicial members, and Class C Cement Plant Retirement Fund members.
Members who were hired before July 1, 2017 are Foundation members. Class A Foundation members
and Class B Foundation members who retire after age 65 with three years of contributory service are
entitled to an unreduced annual retirement benefit. An unreduced annual retirement benefit is also
available after age 55 for Class A Foundation members where the sum of age and credited service is
equal to or greater than 85 or after age 55 for Class B Foundation judicial members where the sum of
age and credited service is equal to or greater than 80. Class B Foundation public safety members can
retire with an unreduced annual retirement benefit after age 55 with three years of contributory service.
An unreduced annual retirement benefit is also available after age 45 for Class B Foundation public
safety members where the sum of age and credited service is equal to or greater than 75. All
Foundation retirement benefits that do not meet the above criteria may be payable at a reduced level.
Members who were hired on/after July 1, 2017, are Generational members. Class A Generational
members and Class B Generational judicial members who retire after age 67 with three years of
contributory service are entitled to an unreduced annual retirement benefit. Class B Generational public
safety members can retire with an unreduced annual retirement benefit after age 57 with three years of
contributory service. At retirement, married Generational members may elect a single-life benefit, a
60% joint and survivor benefit, or a 100% joint and survivor benefit. All Generational retirement benefits
that do not meet the above criteria may be payable at a reduced level. Generational members will also
have a variable retirement account (VRA) established, in which they will receive up to 1.5% of
compensation funded by part of the employer contribution. VRAs will receive investment earnings
based on investment returns.
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Black Hawk Water User District
Notes to the Financial Statements
December 31, 2020
NOTE 5 - RETIREMENT PLAN (CONTINUED)
Legislation enacted in 2017 established the current COLA process. At each valuation date:


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, 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% of
salary; Class B Judicial Members, 9.0% of salary; and Class B Public Safety Members, 8.0% of salary.
The District’s share of contributions to the SDRS for the fiscal years ended December 31, 2020, 2019,
and 2018 was $6,208, $7,364, and $6,783, respectively, equal to the required contributions each year.
Pension Liabilities (Assets)
At June 30, 2020, SDRS is 100.04% funded and accordingly has a net pension asset. The
proportionate share of the components of the net pension asset of the South Dakota Retirement
System, for the District as of the measurement period ending June 30, 2020 and reported by the District
as of December 31, 2020 are as follows:
Proportionate Share of Pension Liability

$

628,726

Less: Proportionate Share of Net Position Restricted for Pension Benefits
Proportionate Share of Net Pension Liability (Asset)

628,504

$

(222)

At December 31, 2020, the District reported a liability (asset) of ($222) for its proportionate share of the
net pension liability (asset). This asset is not reflected in the financial statements. The net pension
liability (asset) was measured as of June 30, 2020 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,
2020, the District’s proportion was .00511270% which is a decrease of 0.0003227% from its proportion
measured as of June 30, 2019.
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NOTE 5 - RETIREMENT PLAN (CONTINUED)
Actuarial Assumptions
The total pension liability (asset) in the June 30, 2020 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%
after 25 years of service.

Discount Rate

6.50% net of pension plan investment expense

Future COLAs

1.41%

Mortality rates were based on 97% of the RP-2014 Employee Mortality Table, adjusted to 2006
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, adjusted to 2006 and projected generationally with Scale MP-2016.
The actuarial assumptions used in the June 30, 2020 valuation were based on the results of an
actuarial experience study for the period of July 1, 2011 to June 30, 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 the 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 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 for each major asset class included in the pension plan’s target asset allocation as of June 30,
2020 (see discussion of the pension plan’s investment policy) are summarized in the following table
using geometric means:

Asset Class
Global Equity
Fixed Income
Real Estate
Cash

Target
Allocation
58.0%
30.0
10.0
2.0
100.0%
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Long-term
Expected Real
Rate of Return
5.1%
1.5
6.2
1.0

Black Hawk Water User District
Notes to the Financial Statements
December 31, 2020
NOTE 5 - RETIREMENT 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 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:

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

1% Decrease

Current
Discount Rate

$

$

86,138

(222)

1% Increase
$

(70,863)

Pension Plan Fiduciary Net Position
Detailed information about the plan’s fiduciary net position is available in the separately issued SDRS
financial report.
NOTE 6 - 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, 2020, the District managed its risks as follows:
Liability Insurance
The District purchases liability insurance for risks related to torts; theft or damage to property; and
errors and omissions of public officials from a commercial insurance carrier. Settled claims resulting
from these risks have not exceeded the liability coverage during the past three years.
Worker’s Compensation
The District purchases liability insurance for worker’s compensation from a commercial carrier. Settled
claims resulting from these risks have not exceeded the liability coverage over the past three years.
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.
NOTE 7 - SUBSEQUENT EVENTS
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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