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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
South Dakota Ellsworth Development Authority
Rapid City, 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, the business-
type activities, each major fund, and the aggregate remaining fund information of South Dakota Ellsworth
Development Authority, Rapid City, South Dakota, a component unit of the State of South Dakota, as of and for
the year ended June 30, 2024, and the related notes to the financial statements, which collectively comprise
South Dakota Ellsworth Development Authority ‘s basic financial statements and have issued our report thereon
dated September 20, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered South Dakota Ellsworth
Development Authority ’s internal control over financial reporting (internal control) as a basis for designing 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 the South Dakota Ellsworth
Development Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness of
South Dakota Ellsworth Development Authority ’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. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.



Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether South Dakota Ellsworth Development Authority ’s
financial statements are free of 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 financial statements. 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.

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 Authority’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.
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Mitchell, South Dakota
September 20, 2024



Schedule of Current Audit Findings

There are no findings which are required to be reported in accordance with Government Auditing Standards.



Schedule of Prior Audit Findings

There were no findings reported for the year ended June 30, 2023.
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Independent Auditor’s Report

Board of Directors

South Dakota Ellsworth Development Authority
Rapid City, South Dakota

Report on The Financial Statements

Opinions

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of South Dakota Ellsworth Development Authority, as of and
for the year ended June 30, 2024, a component unit of the State of South Dakota, and the related notes to the
financial statements, which collectively comprise the South Dakota Ellsworth Development Authority's basic
financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund information of South Dakota Ellsworth Development Authority, a component unit
of the State of South Dakota, as of June 30, 2024, and the respective changes in financial position, and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(GAAS) and the standards applicable to financial audits contained in Government Auditing Standards
(Government Auditing Standards), issued by the Comptroller General of the United States. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the South Dakota Ellsworth Development
Authority and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and 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.



In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the South Dakota Ellsworth Development
Authority's ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit 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 South Dakota Ellsworth Development Authority's internal control. Accordingly, no
such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about South Dakota Ellsworth Development Authority's ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that management's discussion
and analysis be presented to supplement the basic financial statements. Such information is the responsibility of
management and, 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.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 20, 2024,
on our consideration of the South Dakota Ellsworth Development Authority'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 solely 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
the effectiveness of the South Dakota Ellsworth Development Authority's 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 South Dakota Ellsworth Development Authority's internal control over financial reporting
and compliance

/:/‘l
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Mitchell, South Dakota
September 20, 2024



South Dakota Ellsworth Development Authority
Management’s Discussion and Analysis
June 30, 2024

MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the South Dakota Ellsworth Development Authority’s (the Authority) annual financial
report presents our discussion and analysis of the Authority’s financial performance during the fiscal
year ended June 30, 2024. Please read it in conjunction with the Authority’s financial statements, which
follow this section.

FINANCIAL HIGHLIGHTS

Net position from governmental and business-type activities decreased by $1,053,280. During
the year, current and other assets decreased by $1,005,851. This is due to the purchase of
properties through the REPI Program, expenditures in the Water Project Fund for design
services, and the excess of operating expenditures over revenues in the Liberty Center Fund.

During the year, the Authority’s revenues decreased by $3,965,205. This is due to the additional
grant funding in the prior year for the construction of the Liberty Center and the additional
appropriated funds in the prior year for the design costs of the Water Project, neither of which
were received in the current year. Additionally, less revenue was recognized for the REPI
program than in the prior year as the available REPI funds are almost fully expended.

During the year, the Authority’s expenses decreased by $872,234, which is primarily due to the
decrease in property purchases under the REPI program.

The Waste Water Treatment Fund experienced an increase in net position of $429,067.

The Liberty Center Fund experienced a decrease in net position of $798,800 primarily due to
depreciation on the building and equipment that were placed in service in the prior year and
excess operating expenditures over revenues in the current year.

The Water Project Fund experienced a decrease in net position of $440,262 due to
expenditures of federal appropriations received in the prior year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of two parts: Management’s Discussion and Analysis (this section) and the
basic financial statements (government-wide and fund financial statements). The basic financial
statements include two kinds of statements that present different views of the Authority:

The Statement of Net Position and Statement of Activities are government-wide financial
statements that provide both long-term and short-term information about the Authority’s overall
financial status.

The remaining statements are fund financial statements that focus on individual parts of the
Authority, reporting the Authority’s operation in more detail than the government-wide financial
statements.

o Governmental funds statements tell how general governmental services are financed in the
short term as well as what remains for future spending.

o Proprietary funds statements offer short and long-term financial information about the
activities that the Authority operates like businesses. The Authority operates the Waste
Water Treatment Fund, Liberty Center Fund, and Water Project Fund as proprietary funds.

o Fiduciary fund statements provide information about the financial relationship of the Black
Hills Military Advisory Coalition, in which the Authority acts solely as an agent for the benefit
of others, to whom the resources in question belong.



South Dakota Ellsworth Development Authority
Management’s Discussion and Analysis

June 30, 2024

The financial statements also include notes that provide further explanation of some of the information
in the financial statements and provide additional disclosures, so statement users have a complete
picture of the Authority’s financial activities and position.

Figure A-1 summarizes the major features of the Authority’s financial statements, including the portion
of the activities reported and the types of information they contain. The remainder of the overview
section of the management’s discussion and analysis explains the structure and contents of each of the

statements.
Figure A-1
Government-wide Fund Statements
Statements Governmental Funds Proprietary Funds Fiduciary Funds
Scope Entire Authority The activities that are Activities that operate Assets held by the

Required Financial
Statements

Accounting Basis and
Measurement Focus

Type of Asset/ Deferred
Outflow of Resources/
Liability/ Deferred Inflow
of Resources
Information

Type of Inflow/Outflow
Information

*Statement of Net
Position
*Statement of Activities

Accrual accounting and
economic resources
focus

All assets and liabilities,
both financial and
capital, and short-term
and long-term, and
deferred inflows and
outflows of resources

All revenues and
expenses during the
year, regardless of
when cash is received
or paid

not proprietary

*Balance Sheet
*Statement of
Revenues,
Expenditures, and
Changes in Fund
Balances

Modified accrual
accounting and current
financial resources
focus

Only assets expected to
be used up and
liabilities that come due
during the year or soon
enough thereafter, all
deferred outflows and
inflows of resources, no
capital or long-term
liabilities included.

Revenues for which
cash is received during
or soon after the end of
the year, expenditures
when goods or services
have been received and
payment is due during
the year or soon
thereafter.

similar to private
businesses, the Waste
Water Treatment Plant,
the Liberty Center, and
the Water Project

*Statement of Net
Position

*Statement of
Revenues, Expenses,
and Changes in Net
Position

*Statement of Cash
Flows

Accrual accounting and
economic resources
focus

All assets and liabilities,
both financial and
capital, and short-term
and long-term, and
deferred inflows and
outflows of resources

All revenues and
expenses during the
year, regardless of
when cash is received
or paid.

Authority on behalf of
someone else.

*Statement of Fiduciary
Net Position
*Statement of Changes
in Net Position

Accrual accounting and
economic resources
focus

All assets and liabilities,
both short-term and
long-term; the
Authority's funds do not
currently contain capital
assets although they
can.

All revenues and
expenses during the
year, regardless of
when cash is received
or paid.




South Dakota Ellsworth Development Authority
Management’s Discussion and Analysis
June 30, 2024

Government-wide Financial Statements

The view of the Authority as a whole looks at all financial transactions and asks the questions, “Are we
in a better financial position this year than last?” and “Why?” or “Why not?” The Statement of Net
Position and the Statement of Activities provide the basis for answering these questions. The
government-wide financial statements report information about the Authority as a whole using full
accrual accounting methods similar to those used by private-sector companies. The Statement of Net
Position includes all of the Authority’s assets and liabilities. All of the current year’s revenues and
expenses are accounted for in the Statement of Activities regardless of when cash is received or paid.

The two government-wide financial statements report the Authority’s net position and how they have
changed. Net position - the difference between the Authority’s assets and liabilities - is one way to
measure the Authority’s overall financial health or position.

- Over time, increases or decreases in the Authority’s net position are useful indicators of whether
its financial health is improving or deteriorating, respectively.

- To assess the overall health of the Authority, the accomplishment of its mission to support and
protect Ellsworth Air Force Base needs to be considered.

The Statement of Activities presents information showing how the net position of the Authority changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing related to cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods (e.g., the sale of land held for development).

In the government-wide financial statements, the Authority’s activities are reported in two categories:

- Governmental Activities - This category includes the Authority’s basic functions of economic
development and compatible uses of properties surrounding Ellsworth Air Force Base. Federal
and State appropriations and donations finance most of these activities.

- Business-type Activities - The Authority operates a Waste Water Treatment Plant for the City of
Box Elder and Ellsworth Air Force Base. The Authority operates the Liberty Center as a
community center and athletic facility for the Ellsworth Air Force Base and Box Elder
communities. The Authority is analyzing the need for and preparing to construct a water system
to support the City of Box Elder, Ellsworth Air Force Base, and neighboring properties of
Ellsworth Air Force Base.

10



South Dakota Ellsworth Development Authority
Management’s Discussion and Analysis
June 30, 2024

Fund Financial Statements

The fund financial statements provide more detailed information about the Authority’s individual funds -
not the Authority as a whole. For governmental funds, these statements tell how services were financed
in the short term as well as what remains for future spending. Funds are accounting devices that are
used to ensure and demonstrate compliance with finance-related legal requirements.

The Authority has three kinds of funds:

Governmental Funds - Most of the Authority’s basic services are included in governmental
funds, which focus on (1) how cash and other financial assets can be readily converted to cash
flows in and out, and (2) the balances left at the year-end that are available for funding future
basic services (an accounting method called modified accrual accounting). The governmental
fund statements provide a detailed short-term view that helps determine whether there are more
or fewer financial resources that can be spent in the near future to finance the Authority’s
programs. Because this information does not encompass the additional long-term focus of the
government-wide financial statements, an explanation of additional information is included at the
bottom of the governmental funds statements, or on the subsequent page, that explains the
relationship (or differences) between them.

Proprietary Funds - Enterprise Funds - Services for which the Authority charges customers a
fee and for which revenues are expected to cover all expenses are generally reported in
proprietary funds-enterprise funds. Enterprise funds, like government-wide financial statements,
provide both short and long-term financial information. The enterprise funds use the same basis
of accounting as business-type activities. Therefore, these statements will essentially match the
information provided in the statements for the Authority as a whole. The Authority reports the
Waste Water Treatment Plant, the Liberty Center, and the Water Project funds as enterprise
funds.

Fiduciary Funds - The Authority is the fiduciary for external parties. The Authority is responsible
for ensuring that the assets reported in this fund are used for their intended purposes and only
by those to whom the assets belong. All fiduciary activities are reported in a separate statement
of net position and a statement of changes in net position. We exclude these activities from the
Authority’s government-wide financial statements because the Authority cannot use the assets
to finance its operations.

The fund-level statements are reported on a modified accrual basis. Only those assets that are
“‘measurable” and “currently available” are reported. Liabilities are recognized to the extent they are
normally expected to be paid with current financial resources.

In the fund financial statements, capital assets purchased by cash are reported as expenditures in the
year of acquisition. No asset is reported. The issuance of debt is recorded as a financial resource. The
current year’s payments of principal and interest on long-term obligations are recorded as expenditures.
Future years’ debt obligations are not recorded.

11



South Dakota Ellsworth Development Authority
Management’s Discussion and Analysis
June 30, 2024

FINANCIAL ANALYSIS OF THE AUTHORITY AS A WHOLE
Net Position

The Authority’s combined net position decreased as follows:

Table A-1
South Dakota Ellsworth Development Authority
Statement of Net Position
Total
Percentage
Governmental Activities Business-type Activities Total Change
2023 2024 2023 2024 2023 2024 2023 - 2024
Current and Other Assets $ 2362878 § 1976825 § 1,083,118 § 463320 § 3445996 § 2440145  -29.19%
Capital Assets (Net of Depreciation) 12,537 8792 29085422 27718448 29,097,989 _27,727.240  -471%
Total Assets 2,375,415 1,985,617 30,168,540 28,181,768 32543955 30,167,385 -1.30%
Long-term Liabilities Outstanding 1,620,500 1620500 15827194 14,637,067 17,447,694 16,257,567 -6.82%
Other Liabilities 325,838 179,325 258,785 272,135 584,623 451460  -22.78%
Total Liabilities 1,946,338 1,799,825 16,085,979 14909202 18,032,317 16,709,027 -1.34%
Net Investment in Capital Assets 12,537 8792 13743338 13530202 13755875  13,538,9% -1.58%
Unrestricted 416,540 177,000 339,223 (257,636) 755,763 (80,636)  -110.67%
Total Net Position § 429077 § 185792 § 14082561 §13272,566 § 14,511,638 § 13,458,358 -1.26%

The Statement of Net Position reports all financial and capital resources. The Statement presents the
assets and liabilities in order of relative liquidity. The liabilities with average maturities greater than one
year are reported in two components - the amount due within one year and the amount due in more
than one year. The difference between the Authority’s assets and liabilities is its net position.
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South Dakota Ellsworth Development Authority
Management’s Discussion and Analysis
June 30, 2024

Changes in Net Position

Revenues
Program Revenues
Charges for Services
Operating Grants and Contributions
Capital Grants and Contributions
General Revenues
Gain on Sales of Properties
Unrestricted Investment Eamings
Total Revenues

Expenses

Compatible Use and Development
Waste Water Treatment

Liberty Center

Water Project

Total Expenses

Excess (Deficiency) Before Special
ltems and Transfers
Transfers In (Out)

Change in Net Position

Table A-2

South Dakota Ellsworth Development Authority
Statement of Changes in Net Position

Total

Percentage

Governmental Activities Business-type Activities Total Change
2023 2024 2023 2024 2023 2024 2023 - 2024
$§ 83907 § 170595 $3,654480 $3,115157 § 3738387 § 3,285,752 -12.11%
498,786 376,222 120,703 60,000 619,489 436,222 -29.58%
1,120,314 104,174 1,597,283 - 2,717,597 104,174 -96.17%
724 476 4,961 124,476 4,961 -99.32%
- 9,909 13,544 9,909 13,544 36.68%
2,427 483 650,991 5,382,375 3,193,662 7,809,858 3,844,653 50.77%
2,420,840 1,039,598 - - 2,420,840 1,039,598 -57.06%
- - 2260002 2223113 2,260,002 2,223,113 -1.63%
799,913 1,194,960 799,913 1,194,960 49.39%
- - 289,412 440,262 289412 440,262 52.12%
2,420,840 1,039598 3,349,327 3,858,335 5,770,167 4,897,933 -15.12%
6,643 (388,607) 2,033,048 (664,673) 2,039,691 (1,053,280) -151.64%
353,409 145,322 (353,409) (145,322) 0.00%
§ 360052 § (243285 § 1,679,639 § (809,995 § 2,039,691 § (1,053,280) -151.64%

The focus of the Authority’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the Authority’s
financing requirements. In particular, unassigned fund balance may serve as a useful measure of the
net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the Authority’s General Fund reported an ending fund balance
of $1,797,500, which is a decrease of $239,540 compared to the prior year.

13



South Dakota Ellsworth Development Authority
Management’s Discussion and Analysis
June 30, 2024

CAPITAL ASSET ADMINISTRATION

The Authority has invested $27,727,240 in capital assets, net of accumulated depreciation as of June
30, 2024. The maijor capital assets of the Authority consist of the Waste Water Treatment Plant and
related infrastructure and the Liberty Center building and equipment.

Table A-3
South Dakota Elisworth Development Authority
Capital Assets (Net of Depreciation)

Total Total
Dollar Percentage
Governmental Activities Business-type Activities Change Change
2023 2024 2023 2024 2023 - 2024 2023 - 2024
Land and Land Easements ~ $ 79 § 80 §$ 653400 § 571,900 $ (81,499)  -1247%
Equipment 12,458 8,712 519,463 471,513 (51,696) 9.72%
Buildings - 23,460,267 22,499,583 (960,684) -4.09%
Improvements - - 4,452,292 4,175,452 (276,840)  -6.22%

Total Capital Assets (Net) § 12,537  § 8,792 §$29,085422 §$27,718448 § (1,370,719) -4.711%

LONG-TERM DEBT
As of June 30, 2024, the Authority had $16,257,567 in outstanding bonds and other debt obligations.
Table A-4

South Dakota Ellsworth Development Authority
Outstanding Debt and Obligations

Total Total
Dollar Percentage
Governmental Activities Business-type Activities Change Change
2023 2024 2023 2024 2023 - 2024 2023 - 2024
NSP Loan $ 1,620,500 §$ 1,620,500 $ - 9§ - 9§ - 0.00%
Bonds - 15,827,194 14,637,067 (1,190,127) -7.52%
Total Outstanding Debt
and Obligations $ 1,620,500 § 1,620,500 $15827,194 $14,637,067 § (1,190,127) -1.52%

The Authority retired bonds of $1,190,127 related to the Waste Water Treatment Plan and
infrastructure.

14



South Dakota Ellsworth Development Authority
Management’s Discussion and Analysis
June 30, 2024

ECONOMIC FACTORS

The Authority is committed to partnerships with the City of Box Elder and Ellsworth Air Force Base
(EAFB) to promote economic development and growth. The RWWTP end users are the City of Box
Elder and EAFB. The end users have signed separate 20-year agreements with the Authority regarding
the operations and debt service of the RWWTP. The Authority operates the Liberty Center, a
community center and athletic facility used by residents of Ellsworth Air Force Base and Box Elder. The
Liberty Center’s operations are funded with user charges. The Authority is conducting a feasibility study
and preparing to construct a clean water transmission system to serve the City of Box Elder, Ellsworth
Air Force Base, and neighboring properties of Ellsworth Air Force Base.

The Department of Defense REPI (Readiness Environmental Protection Integration) program, operated
by the Authority, is based on matching funds from the federal level and funds from supporting entities.

In May 2019, the USAF designated EAFB as the official training location of the B-21 “Raider” Strategic
Bomber and the home of the first operational B-21 squadron. These programs will have an
unprecedented and significant positive economic impact on the State of South Dakota.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors
with a general overview of the Authority’s finances and to demonstrate the Authority’s accountability for
the money it receives. If you have questions about this report or need additional financial information
contact: Scott Landguth, Executive Director; Howie Aubertin, Business Operations Manager; or Tony
Nishimura, Military Community Relations Director; at South Dakota Ellsworth Development Authority,
PO Box 477, Rapid City, SD 57709.
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South Dakota Ellsworth Development Authority

Statement of Net Position
June 30, 2024

ASSETS
Cash
Accounts Receivable
Internal Balances
Long-term Notes Receivable, Net
Prepaid Expenses
Capital Credits
Assets Held for Development, Net
Land and Easements
Buildings
Improvements
Equipment
Accumulated Depreciation

TOTAL ASSETS

LIABILITIES
Accounts Payable
Accrued Interest
Unearned Revenue
Long-term Debt:
Due in One Year
Due in More than One Year

TOTAL LIABILITIES

NET POSITION
Net Investment in Capital Assets
Unrestricted

TOTAL NET POSITION

Governmental  Business-type  Total Primary

Activities Activities Government

$ 908,421 477,590 $ 1,386,011
42,717 502,515 545,232
614,337 (614,337) -
50,000 - 50,000

- 12,855 12,855

- 84,697 84,697

361,350 - 361,350

80 571,900 571,980

- 28,820,539 28,820,539

- 6,920,781 6,920,781

23,135 624,118 647,253
(14,423) (9,218,890) (9,233,313)
1,985,617 28,181,768 30,167,385
8,827 228,407 237,234

- 43,728 43,728

170,498 - 170,498

- 1,218,742 1,218,742

1,620,500 13,418,325 15,038,825
1,799,825 14,909,202 16,709,027
8,792 13,530,202 13,638,994
177,000 (257,636) (80,636)

$ 185,792 13,272,566 § 13,458,358

The accompanying notes are an integral part of this

statement.
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South Dakota Ellsworth Development Authority
Statement of Activities
For the Year Ended June 30, 2024

Net (Expense) Revenue and

Program Revenues Changes in Net Position
Operating Capital Primary Government
Charges for Grants and Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
GOVERNMENTAL ACTIVITIES
Compatible Use and Development $§ 1039598 § 170,595 § 376,222 § 104,174 § (388,607) $ $ (388,607)
BUSINESS-TYPE ACTIVITIES
Wastewater Treatment 2,223,113 2,783,958 - 560,845 560,845
Liberty Center 1,194,960 331,199 60,000 (803,761) (803,761)
Water Project 440,262 - - (440,262) (440,262)
Total Business-type Activities 3,858,335 3,115,157 60,000 (683,178) (683,178)
TOTAL PRIMARY GOVERNMENT $ 4897933 § 3285752 § 436,222 $ 104,174 (388,607) (683,178) (1,071,785)
GENERAL REVENUES
Unrestricted Investment Earnings 13,544 13,544
Gain on Sales of Properties - 4,961 4,961
Transfers In (Out) 145,322 (145,322) -
Total General Revenues 145,322 (126,817) 18,505
CHANGE IN NET POSITION (243,285) (809,995) (1,053,280)
NET POSITION - BEGINNING 429,077 14,082,561 14,511,638
NET POSITION - ENDING $ 185,792 § 13272566 § 13,458,358

The accompanying notes are an integral part of this statement.
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South Dakota Ellsworth Development Authority
Balance Sheet - General Fund
June 30, 2024

General
Fund

ASSETS

Cash $ 908,421

Accounts Receivable 42,717

Due from Other Funds 614,337

Long-term Notes Receivable, Net of Allowance 50,000

Assets Held for Development, Net 361,350
TOTAL ASSETS $ 1,976,825
LIABILITIES

Accrued Expenses $ 8,827

Unearned Revenue 170,498
TOTAL LIABILITIES 179,325
FUND BALANCE

Nonspendable:

Noncurrent Notes Receivable 50,000
Assets Held for Development, Net of Deferred Inflows of Resources 361,350

Unassigned 1,386,150
TOTAL FUND BALANCE 1,797,500
TOTAL LIABILITIES AND FUND BALANCE $ 1,976,825

The accompanying notes are an integral part of this
statement.
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South Dakota Ellsworth Development Authority
Reconciliation of the Governmental Fund Balance Sheet
to the Statement of Net Position
June 30, 2024

Total Governmental Fund Balance $ 1,797,500

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. 8,792
Long-term debt is not due and payable in the current period and, therefore,

is not reported as a liability in the governmental funds. (1,620,500)
Net Position of Governmental Activities $ 185,792

The accompanying notes are an integral part of this
statement.
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South Dakota Ellsworth Development Authority

Statement of Revenues, Expenditures, and Changes in

Fund Balance - General Fund
For the Year Ended June 30, 2024

REVENUES
Federal Revenue:
Capital Grants
Operating Grants
Local Revenue:
Operating Contributions from Private Parties
Rentals

Total Revenues

EXPENDITURES
Contracted Services
Professional Fees
Compatible Use
Office Expenses
Travel
Capital Outlays

Total Expenditures
EXCESS OF EXPEDITURES OVER REVENUES

OTHER FINANCING SOURCES
Transfers In

CHANGE IN FUND BALANCES
FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

The accompanying notes are an integral part of this
statement.

$

General

Fund

104,174
201,218

175,004

170,595
650,991

428,583
431,838
17,427
32,769
21,492

103,744

1,035,853

(384,862)

145,322

(239,540)

2,037,040

1,797,500



South Dakota Ellsworth Development Authority
Reconciliation of the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balances to the Statement of Activities
For the Year Ended June 30, 2024

Total Governmental Fund Net Change in Fund Balances $ (239,540)

Amounts reported for governmental activities in the Statement of Activities
are different because:

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

the current period. (3,745)
Change in Net Position of Governmental Activities $ (243,285)

The accompanying notes are an integral part of this statement.
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South Dakota Ellsworth Development Authority
Statement of Net Position - Proprietary Funds
June 30, 2024

Waste Water Total
Treatment Liberty Water Proprietary
Plant Center Project Funds
ASSETS
Current Assets:

Cash $ 406,778 $ - $ 70812 $ 477,590

Accounts Receivable 468,276 34,239 - 502,515

Prepaid Expenses - 12,855 - 12,855

Total Current Assets 875,054 47,094 70,812 992,960
Capital Assets:

Land - 571,900 - 571,900

Buildings 17,199,375 11,621,164 - 28,820,539

Improvements 6,920,781 - - 6,920,781

Equipment 32,974 591,144 - 624,118

Accumulated Depreciation (8,421,532) (797,358) - (9,218,890)

Total Capital Assets,
Net of Accumulated Depreciation 15,731,598 11,986,850 - 27,718,448
Noncurrent Assets:

Capital Credits 84,697 - - 84,697
TOTAL ASSETS 16,691,349 12,033,944 70,812 28,796,105
LIABILITIES

Current Liabilities:

Accounts Payable 86,951 101,728 39,728 228,407

Due to Other Funds - 559,619 54,718 614,337

Accrued Interest 43,728 - - 43,728

Current Maturities of Long-term Debt 1,218,742 - - 1,218,742

Total Current Liabilities 1,349,421 661,347 94,446 2,105,214
Long-term Liabilities 13,418,325 - - 13,418,325
TOTAL LIABILITIES 14,767,746 661,347 94,446 15,523,539
NET POSITION
Net Investment in Capital Assets 1,543,352 11,986,850 - 13,530,202
Unrestricted 380,251 (614,253) (23,634) (257,636)
TOTAL NET POSITION $ 1,923603 § 11,372,597 § (23,634) $ 13,272,566

The accompanying notes are an integral part of this statement.
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South Dakota Ellsworth Development Authority
Statement of Revenues, Expenses, and Changes in
Fund Net Position - Proprietary Funds
For the Year Ended June 30, 2024

Waste Water Total
Treatment Liberty Water Proprietary
Plant Center Project Funds
OPERATING REVENUES
Charges for Services $ 2783958 §$ 331,199 § - $ 3,115,157
Operating Grants and Donations - 60,000 - 60,000
Total Operating Revenues 2,783,958 391,199 - 3,175,157
OPERATING EXPENSES
Contracted Services 582,978 498,162 - 1,081,140
Other Operating Expenses 421,469 222,981 440,262 1,084,712
Depreciation 851,019 473,817 - 1,324,836
Total Operating Expenses 1,855,466 1,194,960 440,262 3,490,688
Operating Income 928,492 (803,761) (440,262) (315,531)
NONOPERATING REVENUES (EXPENSES)
Interest Expense (367,647) - (367,647)
Gain on Sale of Property - 4,961 - 4,961
Interest Income 13,544 - - 13,544
Net Nonoperating Revenues (Expenses) (354,103) 4,961 - (349,142)
INCOME (LOSS) BEFORE TRANSFERS 574,389 (798,800) (440,262) (664,673)
Transfer Out (145,322) - - (145,322)
CHANGE IN NET POSITION 429,067 (798,800) (440,262) (809,995)
NET POSITION - BEGINNING 1,494,536 12,171,397 416,628 14,082,561
NET POSITION - ENDING $ 1923603 § 11372597 § (23,634) $§ 13,272,566

The accompanying notes are an integral part of this statement.
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South Dakota Ellsworth Development Authority
Statement of Cash Flows - Proprietary Funds
For the Year Ended June 30, 2024

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Receipts from Customers and Sponsors
Cash Payments to Vendors for Goods and Services

Net Cash Provided (Used) by Operating Activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES

Interfund Borrowing

Transfers to Other Funds

Net Cash Provided (Used) by Noncapital
Financing Activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Purchase of Capital Assets
Cash Received from Sale of Land
Interest Paid on Capital Debt
Principal Paid on Capital Debt

Net Cash Provided (Used) by Capital and
Related Financing Activities

CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING
CASH AND CASH EQUIVALENTS - ENDING
RECONCILIATION OF OPERATING INCOME TO

NET CASH PROVIDED BY OPERATING ACTIVITIES

Operating Income
Adjustments to Reconcile Operating Income to Net
Cash Provided (Used) by Operating Activities:
Depreciation Expense
Change in Assets and Liabilities:
Accounts Receivable
Prepaid Expenses
Accounts Payable

NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES

SUPPLEMENTAL CASH FLOW INFORMATION

Capital Asset Purchases Included in Accounts Payable

Waste Water Total
Treatment Liberty Water Proprietary
Plant Center Project Funds
$§ 2792628 § 378273 § - § 3,170,901
(1,006,984) (713,567) (448,300) (2,168,851)
1,785,644 (335,294) (448,300) 1,002,050
- 249,912 (137,211) 112,701
(145,322) - (145,322)
(145,322) 249,912 (137,211) (32,621)
(19,932) (1,079) - (21,011)
- 86,461 - 86,461
(371,202) - (371,202)
(1,190,127) (1,190,127)
(1,581,261) 85,382 (1,495,879)
59,061 (585,511) (526,450)
347,717 656,323 1,004,040
$ 406,778 $ - 70,812 § 477,590
$ 928492 § (803,761) $§  (440,262) $§  (315,531)
851,019 473,817 - 1,324,836
8,670 (12,926) - (4,256)
- (1,554) - (1,554)
(2,537) 9,130 (8,038) (1,445)
$ 1785644 §  (335294) §  (448,300) $ 1,002,050
$ 13,042 § 5309 § -9 18,351

The accompanying notes are an integral part of this statement.
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South Dakota Ellsworth Development Authority
Statement of Net Position - Fiduciary Funds
June 30, 2024

Custodial
Fund

ASSETS

Cash $ 131,255

Accounts Receivable 27,750
TOTAL ASSETS 159,005
LIABILITIES

Accounts Payable 8.744
NET POSITION

Restricted for Black Hills Military Advisory Coalition $ 150,261

The accompanying notes are an integral part of this statement.
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South Dakota Ellsworth Development Authority
Statement of Changes in Net Position - Fiduciary Funds
For the Year Ended June 30, 2024

Custodial
Fund

ADDITIONS

Contributions $ 113,898

Event Income 36,382

Total Additions 150,280

DEDUCTIONS

Events and Military Support Expenses 176,818
CHANGE IN NET POSITION

Restricted for Black Hills Military Advisory Coalition (26,538)
NET POSITION - BEGINNING 176,799
NET POSITION - ENDING $ 150,261

The accompanying notes are an integral part of this statement.
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South Dakota Ellsworth Development Authority
Notes to the Financial Statements
June 30, 2024

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

South Dakota Ellsworth Development Authority (the Authority) is a component unit of the State of South
Dakota and is exempt from federal income taxes. The Authority was created under SDCL 1-16J to
protect and promote the economic impact of Ellsworth Air Force Base and associated industry, and to
promote the health and safety of those living or working near the base.

In conformity with Governmental Accounting and Financial Reporting Standards, the South Dakota
Ellsworth Development Authority is the reporting entity for financial reporting purposes. The Authority is
governed by a board of seven members that are appointed by the Governor of the State of South
Dakota. The financial statements of the Authority include all funds that are controlled by the Board. The
Board has the authority to exercise all powers and limitations set forth in SDCL 1-16J. The Authority
does not have to prepare a budget that is subject to approval by the State of South Dakota, and the
Authority can issue debt without the permission of the State of South Dakota.

B. Government-wide and Fund Financial Statements

Government-wide Financial Statements: The Statement of Net Position and the Statement of Activities
display various information about the Authority. These statements include the financial activities of the
overall organization. Governmental activities are generally financed through grants and other non-
exchange transactions. Business-type activities are financed in whole or in part by fees charged to
external parties for goods or services.

The Statement of Activities presents a comparison between direct expenses and program revenues for
each segment of the business-type activities of the Authority and each function of the Authority’s
governmental activities. Direct expenses are those that are specifically associated with a program or
function and, therefore, are identifiable to a particular function. Program revenues include (a) charges
paid by recipients of goods and services offered by the programs and (b) grants and contributions that
are restricted to meeting the operational or capital requirements of a particular program. Revenues that
are not classified as program revenues are presented as general revenues.

Fund Financial Statements: The fund financial statements of the reporting entity are organized into
funds, each of which is considered to be a separate accounting entity. Each fund is accounted for by
providing a separate set of self-balancing accounts that constitute its assets, deferred outflows of
resources, liabilities, deferred inflows of resources, fund balance, revenue, and expenditures/expenses.
Funds are organized into three major categories: governmental, proprietary, and fiduciary. An emphasis
is placed on major funds within the governmental and proprietary categories.

A fund is considered major if it is in the primary operating funds of the Authority or if it meets the
following criteria:

1. Total assets, deferred outflows of resources, liabilities, deferred inflows of resources, revenues,
or expenditures/expenses of the individual governmental or enterprise fund are at least ten
percent of the corresponding total for all funds of that category or type, and

2. Total assets, deferred outflows of resources, liabilities, deferred inflows of resources, revenues,
or expenditures/expenses of the individual governmental or enterprise fund are at least five
percent of the corresponding total for all governmental and enterprise funds combined, or

3. Management has elected to classify one or more governmental or enterprise funds as major for
consistency in reporting from year to year, or because of public interest in the fund’s operations.
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South Dakota Ellsworth Development Authority
Notes to the Financial Statements
June 30, 2024

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
The funds of the Authority and their respective fund types are described below:
Governmental Fund:

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. This is the only governmental fund of the Authority. This is a major fund.

Proprietary Funds:

Waste Water Treatment Plant Fund - Financed primarily by user charges. This fund accounts for
the operation of the sanitary sewer system and related facilities. This is a major fund.

Liberty Center Fund - Financed primarily by user charges. This fund accounts for the operation of
the Liberty Center, an athletic and community center serving the residents of Ellsworth Air Force
Base and Box Elder. This is a major fund.

Water Project Fund - Financed primarily by user charges. This fund accounts for the operation of a
regional water facility serving the City of Box Elder, Ellsworth Air Force Base, and neighboring
properties of Ellsworth Air Force Base. The water project is currently undergoing feasibility analysis
and preparing for the construction of a clean water transmission system. Construction is expected
to begin in the next fiscal year and will be funded with federal appropriations. This is a major fund.

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

Custodial Funds - Custodial funds are used to report fiduciary activities that are not required to be
reported in pension (and other employee benefit) trust funds, investment trust funds, or private-
purpose trust funds. The Authority maintains custodial funds to hold assets as an agent in a trustee
capacity for the Black Hills Military Advisory Coalition.

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.

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 Authority 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.
Proprietary and fiduciary funds apply the economic resources measurement focus and the accrual
basis of accounting. Their revenues are recognized when they are earned, and their expenses are
recognized when they are incurred.
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South Dakota Ellsworth Development Authority
Notes to the Financial Statements
June 30, 2024

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D. Interfund Eliminations and Reclassifications

In the process of aggregating data for the government-wide financial statements, some amounts
reported as interfund activity and balances in the fund financial statements have been eliminated or
reclassified as follows:

1. In order to minimize the grossing-up effect on assets and liabilities within the governmental and
business-type activities columns of the primary government, amounts reported as interfund
receivables and payables have been eliminated in the government and business-type activities
columns, except for the net residual amounts due between governmental and business-type
activities which are presented as internal balances.

E. 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.

F. Cash and Cash Equivalents

The Authority pools its cash resources for deposit purposes. The proprietary funds have access to their
cash resources on demand. Accordingly, all reported deposit balances are considered to be cash
equivalents for the purpose of the Statement of Cash Flows. The Authority considers all highly liquid
investments with a maturity of three months or less when purchased to be cash equivalents.

G. Accounts Receivable

All receivables are reported at the amount management expects to collect from outstanding balances.

H. Notes Receivable

Notes receivable are composed of mortgage loans collateralized by the underlying real property
pledged by the borrowers in accordance with the terms of the mortgage loans. The mortgage loans are
carried at cost, which includes unpaid principal balances and an allowance for loan losses.

The Authority maintains an allowance for loan losses based on management’s estimate of credit losses
inherent in the Authority’s loans receivable. The estimation of the allowance is based on a variety of
factors including current economic conditions, delinquency trends, and the physical inspections of
properties. As of June 30, 2024, an allowance of $25,000 was recorded related to management’s
assessment of loan collectability.

|I. Capital Credits

The Authority earns capital credits from a rural utility cooperative. The cooperative calculates the
amount of capital credits earned by the Authority based on utility usage. Annually, the cooperative
determines an amount of capital credits to be distributed to the Authority from the Authority’s
accumulation of capital credits from past years. The timeline of the distribution of capital credits is
unknown. The Authority records the accumulation of capital credits at cost as reported by the
cooperative.
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South Dakota Ellsworth Development Authority
Notes to the Financial Statements
June 30, 2024

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

J. Assets Held for Development

Assets held for development are recorded at cost, which includes the initial purchase of the property
and any improvements to the property. Donated development assets are valued at their estimated fair
value on the date donated. Assets are categorized as held for development if the Authority does not
intend to maintain the assets in the long term, and the assets are not used in the fulfillment of the
Authority’s mission. All assets that are classified as held for development are intended to be sold for
future development. Losses on assets held for development are recognized when it is determined that
impairment has occurred.

K. Capital Assets

Capital assets include land and easements, equipment, buildings, building improvements, and all other
tangible or intangible assets that are used in operations and have initial useful lives extending beyond a
single reporting period. Interest costs incurred during the construction of capital assets are not
capitalized.

The accounting treatment over capital assets depends on whether the assets are used in governmental
fund operations or proprietary fund operations and whether they are reported in the government-wide or
fund financial statements.

In the government-wide statements, capital assets are valued at historical cost. Donated capital assets
are valued at their estimated fair value on the date donated. Capital asset acquisitions in excess of
$1,000 and having a useful life of more than one year are capitalized at cost and updated for additions
and retirements during the year. 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. Major outlays for capital assets
and improvements are capitalized as projects are constructed. Capital assets are reviewed at least
annually for impairment and reduced by an impairment loss when the market value, based on
appraisals obtained, is less than the carrying value.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in the government-
wide Statement of Activities, with net capital assets reflected in the Statement of Net Position.
Accumulated depreciation is reported on the government-wide Statement of Net Position and the
Statement of Net Position - Proprietary Funds.

All reported capital assets except land, easements, and construction in progress are depreciated.
Depreciation is computed using the straight-line method over the following useful lives:

Building and Building Improvements 20 - 40 years
Equipment 3 - 15 years

Land and easements are inexhaustible assets and are not depreciated.

In the fund financial statements, capital assets used in governmental fund operations are accounted for
as capital expenditures of the fund upon acquisition. Capital assets used in proprietary fund operations
are accounted for on the accrual basis, the same as in the government-wide statements.
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South Dakota Ellsworth Development Authority
Notes to the Financial Statements
June 30, 2024

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
L. Long-term Liabilities

Long-term liabilities are reported as liabilities in the government-wide financial statements. Long-term
liabilities consist of notes and bonds payable. In the governmental fund financial statements, debt
proceeds are reported as revenues (other financing sources), while payments of principal and interest
are reported as expenditures when they become due. Debt obligations that are due in one year and are
expected to be paid with current resources and short-term obligations that are associated with assets
held for development are reported as liabilities in the fund. In the proprietary fund statements, debt is
accounted for on the accrual basis, the same as in the government-wide statements.

M. Leases

The Authority is a lessee for a noncancellable lease of office space. The Authority recognizes a lease
liability and an intangible right-to-use lease asset (lease asset) in the government-wide financial
statements for lease liabilities with an initial, individual value of $45,000 or more.

At the commencement of a lease, the Authority initially measures the lease liability at the present value
of payments expected to be made during the lease term. Subsequently, the lease liability is reduced by
the principal portion of the lease payments made. The lease asset is initially measured as the initial
amount of the lease liability, adjusted for lease payments made at or before the commencement date,
plus certain initial direct costs. Subsequently, the lease is amortized on a straight-line basis over its
useful life.

Key estimates and judgments related to leases include how the Authority determines (1) the discount
rate it uses to discount the expected lease payments to present value, (2) lease term, and (3) lease
payments.

- The Authority uses the interest rate charged by the lessor as the discount rate. When the
interest rate charged by the lessor is not provided, the Authority generally uses its incremental
borrowing rate as the discount rate for leases.

- The lease term includes the noncancellable period of the lease. Lease payments included in the
measurement of the lease liability are composed of fixed payments and purchase option prices
that the Authority is reasonably certain to exercise.

The Authority monitors changes in circumstances that would require a remeasurement of its lease and
will remeasure the lease asset and liability if certain changes occur that are expected to significantly
affect the amount of the lease liability.

Lease assets are reported with other capital assets and lease liabilities are reported with long-term debt
on the statement of net position.

Lessor:

The Authority is a lessor under cancelable short-term leases for the use of property for dumping
construction debris and billboards. As these agreements are cancelable, the Authority does not report
lease receivables or deferred inflows of resources related to amounts expected to be collected over the
lease terms.
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South Dakota Ellsworth Development Authority
Notes to the Financial Statements
June 30, 2024

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

N. Unearned Revenue

At June 30, 2024, unearned revenue includes funding received in advance of being earned by the
Authority.

O. Program Revenues

Program revenues derive directly from the program itself. Program revenues are classified 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 the
operations of the Authority.

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 Authority.

P. Proprietary Fund Revenue and Expense Classifications

In the Statement of Revenues, Expenses, and Changes in Fund Net Position - Proprietary Funds,
revenues and expenses are classified in a manner consistent with how they are classified in the
Statement of Cash Flows. That is, transactions for which related cash flows are reported as capital and
related financing activities, noncapital financing activities, or investing activities are not reported as
components of operating revenues or expenses.

Q. Net Position, Fund Balance, and Use of Restricted Resources

Net Position - Governmental and Business-type Activities and Proprietary Funds

Net Position represents the difference between assets and liabilities and deferred inflows of resources.
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
enabling legislation adopted by the Authority or through external restrictions imposed by creditors,
grantors, or laws or regulations of other governments. Unrestricted Net Position represents all other net
position not meeting the previously described definitions of “restricted” or “net investment in capital
assets.”

When both restricted and unrestricted net positions are available for use, it is the Authority’s policy to
use restricted resources first, then unrestricted resources as they are needed.

32



South Dakota Ellsworth Development Authority
Notes to the Financial Statements
June 30, 2024

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
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, net of related liabilities.

Restricted - Constraints are placed on the use of resources either imposed (a) externally by
creditors, grantors, contributors, or laws or regulations of other governments or (b) by law through
constitutional provisions or enabling legislation.

Committed - Amounts that can only be used for specific purposes pursuant to constraints imposed
by resolutions of the Board of Directors.

Assigned - Amounts that are constrained by the Authority’s intent to be used for specific purposes,
but are neither restricted nor committed.

Unassigned - Represents general fund balance that has not been assigned to other funds and that
has not been restricted, committed, or assigned.

When both restricted and unrestricted resources are available for use, it is the Authority’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 Authority’s policy to use committed resources
first, followed by assigned, and then unassigned resources, as they are needed.

NOTE 2 - CASH AND INVESTMENTS

Statutes impose various restrictions on deposits and investments. The Authority maintains all funds in
checking and savings accounts at June 30, 2024 and has no investments. Those restrictions are
summarized below:

Deposits - The Authority’s deposits are made in qualified public depositories as defined by SDCL 4-6A-
1, 13-16-15, 13-16-15.1, and 13-16-18.1. 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 that exceed deposit insurance such as the FDIC and
NCUA. In lieu of eligible pledging 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.

Custodial Credit Risk - Deposits - Custodial credit risk for deposits is the risk that in the event of a bank
failure, the Authority’s deposits may not be returned. The Authority does not have a deposit policy for
custodial credit risk. As of June 30, 2024, the Authority’s deposits in financial institutions were not
exposed to credit risk as all deposits were fully collateralized by pledged securities. The Authority’s
accounts are held in one bank and insured by the FDIC up to $250,000.

Concentration of Credit Risk - The Authority places no limit on the amount that may be deposited with
any one financial institution or the amount that may be invested in any one issuer.
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NOTE 2 - CASH AND INVESTMENTS (CONTINUED)

Interest Rate Risk - The Authority 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.

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

NOTE 3 - ACCOUNTS RECEIVABLE

Accounts receivable in the governmental fund and governmental activities at June 30, 2024 generally
consist of amounts due from unrelated parties for leasing various parcels of land of the Authority and
current funding commitments from local economic development agencies. As of June 30, 2024, the
Authority was owed $42,717.

For the proprietary fund and business-type activities, accounts receivable at June 30, 2024 consist of
usage charges and reimbursement for operations due from the United States Air Force and the City of
Box Elder for the waste water treatment plant. The United States Air Force and the City of Box Elder
also are charged monthly for debt obligations related to the financing of the waste water treatment
plant, which is included in charges for services. Receivables for the Liberty Center consist of monthly
membership fees.

Accounts receivable at June 30, 2024 are considered fully collectible and, as such, no allowance has
been recorded.

NOTE 4 - ASSETS HELD FOR DEVELOPMENT

Assets held for development include an acreage (Freedom Estates) that has been subdivided for
housing and commercial development. Freedom Estates includes land valued at $361,350 which will be
sold as part of future residential and commercial development of the property.

Net assets held for development are not available and are shown as a component of nonspendable
fund balance within the General Fund.

NOTE 5 - NOTES RECEIVABLE

Notes receivable consist of second mortgages on three low-income homes that were constructed and
sold in the Freedom Estates Development (see Note 4). These homes were restricted by funding
sources for sale to low-income individuals. Not all of the purchasers qualified for financing for the entire
$125,000 purchase price of each home so the Authority obtained a second mortgage on each property
in the amount of $25,000. The notes are not expected to be repaid until the properties are sold or
refinanced by the original purchasers. The mortgages are at zero percent interest and have no set
payment terms. Payment is triggered upon (1) the sale, foreclosure, abandonment, or transfer of the
property, (2) relinquishment, assignment, or rental to any other person or entity, or (3) the borrower’s
death.

At June 30, 2024, notes receivable outstanding, less an allowance of $25,000, totaled $50,000 and was
represented by mortgages with three borrowers. Since these long-term notes are not available, they are
presented as a component of nonspendable fund balance within the General Fund.
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NOTE 6 - CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2024 was as follows:

Balance Impairments/ Balance
June 30, 2023 Additions Deletions June 30, 2024
Governmental Activities:
Nondepreciable Capital Assets:
Land and Easements $ 79 § 103,744 §  (103,743) $ 80
Capital Assets Being Depreciated:
Equipment 23,135 - - 23,135
Less Accumulated Depreciation:
Equipment 10,677 3,746 - 14,423
Depreciable Capital Assets, Net 12,458 (3,746) - 8,712
Total Capital Assets, Net $ 12,537  § 99,998 §  (103,743) $ 8,792
Business-type Activities:
Nondepreciable Capital Assets:
Land $ 653,400 $ - $ (81,500) $ 571,900
Capital Assets Being Depreciated:
Buildings 28,820,539 - - 28,820,539
Improvements 6,920,781 - - 6,920,781
Equipment 584,756 39,362 - 624,118
Total Depreciable Capital Assets 36,326,076 39,362 - 36,365,438
Less Accumulated Depreciation:
Buildings 5,360,272 960,684 - 6,320,956
Improvements 2,468,489 276,840 - 2,745,329
Equipment 65,293 87,312 - 152,605
Total Accumulated Depreciation 7,894,054 1,324,836 - 9,218,890
Depreciable Capital Assets, Net 28,432,022 (1,285,474) - 27,146,548
Total Capital Assets, Net $ 29085422 $ (1,285474) $ (81,500) § 27,718,448
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NOTE 6 - CAPITAL ASSETS (CONTINUED)

Depreciation in the amount of $851,019 was charged to the Waste Water Treatment Plant Fund,
depreciation of $473,817 was charged to the Liberty Center Fund, and depreciation of $3,746 was
charged to the compatible use function of the governmental activities.

The waste water treatment plant is on land that is leased from the City of Box Elder for $1 each year.
The lease expires in 2034.

Land and easements include land or easements owned and monitored by the Authority in order for the
land use to remain consistent with the needs of Ellsworth Air Force Base. The land and easements are
recorded at the lower of cost or appraised value and are not depreciated. Land purchased by the
Authority under the Readiness and Environmental Protection Integration Program (REPI) has
easements sold to the United States Air Force at the Yellowbook appraised value of each property. The
Authority is providing 25 percent matching funds for the REPI program. Properties purchased under the
REPI program are deemed to have little or no value and are adjusted to $1 at the time the easement is
granted to the Air Force. Other easements purchased outside the REPI program are being used as the
match for the program and have also been adjusted to $1, as there is little to no value for the land or
easement. Not all of the REPI program funds were expended by June 30, 2024, and unexpended
amounts are included in unearned revenue.

The Authority expects to begin construction of a clean water transmission system in the Water Project
Fund in September 2024. The total estimated cost for the construction of the system is $16.1 million.
The project will be funded with appropriated funds from The Air Force Civil Engineer Center and
Ellsworth Air Force Base. Construction is expected to be completed in December 2025.

NOTE 7 - LONG-TERM LIABILITIES
The following is a summary of changes in long-term liabilities for the year ended June 30, 2024

Balance Balance Amounts Due
June 30, 2023 Increase Decrease June 30,2024  Within 1 Year
Governmental Activities:
NSP Loan $ 1620500 $ - 9§ - § 1620500 §
Business-type Activities:
Bonds:
Refunding Bond 2012A: Box Elder 5,135,382 - (392,975) 4,742,407 402,423
Refunding Bond 2012B: USAF 5,135,382 - (392,975) 4,742,407 402,423
Refunding Bond 2013A: Box Elder 1,131,625 - (82,473) 1,049,152 84,456
Refunding Bond 2013B: USAF 3,429,036 - (249,909) 3,179,127 255,918
Refunding Bond 2013C:; Box Elder 485,110 - (36,289) 448,821 37,162
Refunding Bond 2013D: USAF 510,659 - (35,506) 475,153 36,360
Total Business-type Activities 15,827,194 - (1,190,127) 14,637,067 1,218,742
Total Long-term Liabilities § 17447694 § - § (1190127) § 16,257,567 § 1,218,742
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NOTE 7 - LONG-TERM LIABILITIES (CONTINUED)
Outstanding debt obligations at June 30, 2024 are composed of the following individual issues:
Governmental Activities:

NSP Loan, payable to SDHDA, non interest bearing, will be forgiven in
2033 if restrictive covenants related to providing low income housing on
Freedom Estates homes is maintained for the 20 year duration. Secured
by Freedom Estates (Note 4). SDHDA is a related party of the Authority. $ 1,620,500

Business-type Activities:

Taxable Refunding Bonds, requiring semi-annual payments of $780,664
that began in May 2021 until maturity in November 2035. Payments
include interest at 2.39%. Debt payments will be paid with pledged user
fees from operating the waste water treatment plant. $ 14,637,067

The annual debt service requirements to maturity for all debt outstanding are as follows:

Governmental Activities:

Year Ending June 30, Principal Interest Total
2033 $ 1,620,500 $ - $ 1,620,500
Business-type Activities:
Years Ending June 30, Principal Interest Total
2025 $ 1,218,742 $ 342587 $ 1,561,329
2026 1,248,044 313,285 1,561,329
2027 1,278,050 283,279 1,561,329
2028 1,308,778 252,551 1,561,329
2029 1,340,245 221,084 1,561,329
2030 - 2034 7,200,350 606,295 7,806,645
2035 - 2036 1,042,858 16,025 1,058,883

$ 14,637,067 $ 2,035106 $ 16,672,173

The bond debt agreements require the Authority to maintain a rate covenant of net revenues available
for debt service of at least 120% of debt service requirements as discussed in Note 8. The Authority
has annual revenues in excess of the required principal and interest.

During the year ended June 30, 2022, the Authority was authorized to borrow up to $3.25 million from
Dakota Resources. As of June 30, 2024, none of the loan funds were advanced. The board authorized
the loans in order to create a re-lending program with contractors and developers for the construction of
housing.
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NOTE 8 - PLEDGE OF FUTURE REVENUE

As discussed in Note 7, the Authority has pledged future user charges related to the waste water
treatment plant fund. The pledged user charges provide security under the bond agreement. Proceeds
from the loans provided financing for the construction of the waste water treatment plant. One hundred
percent of the user charges related to the waste water treatment plant fund have been pledged through
the maturity date of the bond as listed in Note 7. The total principal and interest remaining to be paid on
the bonds, which represents the approximate amount of each pledge, along with a comparison of the
pledged revenue recognized during the year to the principal and interest requirements is as follows:

Principal and Interest Remaining $ 16,672,173
Pledged Revenue Recognized 2,783,958
Principal and Interest Requirements 1,561,329

NOTE 9 - INTERFUND BALANCES

During the year ended June 30, 2024, $145,322 was transferred from the Waste Water Treatment Plant
Fund to the General Fund for overhead costs related to the operations of the plant.

As of June 30, 2023, $191,929 was due from the Water Project Fund to the General Fund for
administration costs related to managing the Water Project. During the year ended June 30, 2024,
$137,211 was repaid by the Water Project Fund to the General Fund. The remaining balance is
included in Due to (from) Other Funds as of June 30, 2024 and will be repaid upon finalization of the
design phase in the next fiscal year.

During the year ended June 30, 2024, the Liberty Center Fund had expenditures in excess of its cash
balance of $249,912. These expenditures were paid for using cash from the General Fund and will be
paid back by the Liberty Center Fund in a future year. This amount is included in Due to (from) Other
Funds as of June 30, 2024.

NOTE 10 - WASTE WATER TREATMENT PLANT FUND CHARGES FOR SERVICES

Customers of the waste water treatment plant fund have negotiated user rates with the Authority and
are charged for usage of the treatment plant. Additionally, customers are responsible for their
respective share of the operating costs of the treatment plant and up to 20% of the operating costs to
cover administrative and overhead costs of the Authority. Customers are also charged for the debt and
interest payments related to the treatment plant. The debt and total interest related to the waste water
treatment plant are amortized over 20 years and divided into equal monthly payments. The amount of
the debt payments allocated to each customer is based on the customer’s predetermined usage of
capital assets for which the debt was acquired.

NOTE 11 - RISK MANAGEMENT

The Authority is exposed to various risks of loss from torts; theft of, damage to, and destruction of
assets; business interruption; errors and omissions; and natural disasters. Commercial insurance
coverage is purchased for claims arising from such matters. Settled claims have not exceeded this
commercial coverage in any of the three preceding years.
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NOTE 11 - RISK MANAGEMENT (CONTINUED)

The Authority participates in the South Dakota Authority Captive Insurance Company, LLC (SDACIC), a
public entity risk pool currently operating as a common risk management and insurance program for
South Dakota Authorities. The objective of the SDACIC is to administer and provide risk management
services and risk-sharing facilities to the members and defend and protect the members against
liability, advise members on loss control guidelines and procedures, and provide them with risk
management services, loss control, and risk reduction information and to obtain lower costs for that
coverage. The Authority’s responsibility is to promptly report to and cooperate with the SDACIC to
resolve any incident which could result in a claim being made by or against the Authority. The Authority
pays an annual premium, to provide liability coverage detailed below, under a claims-made policy, and
the premiums are accrued based on the ultimate cost of the experience to date of the SDACIC
member, based on their exposure or type of coverage. The Authority pays an annual premium to the
pool to provide coverage for property insurance, general liability, automobile, crime, boiler and
machinery, umbrella liability, and errors and omissions. The agreement with the SDACIC provides that
the above coverage will be provided with up to a $5,000,000 limit on liability coverage and directors’
and officers’ coverage. Member premiums are used by the pool for payment of claims and to pay for
reinsurance for claims in excess of deductibles. As of June 30, 2024, the Authority carried deductibles
of $25,000 for each coverage type.

NOTE 12 - CONCENTRATIONS

All charges for services reported in the waste water treatment plant fund are generated from two
customers: the United States Air Force (57%) and the City of Box Elder (43%). Accounts receivable for
the waste water treatment plant fund were also composed of balances from the United States Air Force
(51%) and the City of Box Elder (49%). Operations of the waste water treatment plant fund would be
significantly impacted if either customer were to cease to exist or if receivables became uncollectible.

NOTE 13 - BUDGETARY INFORMATION
There is no legal requirement for a General Fund budget.
NOTE 14 - CONTRACTS

The Authority has a contract with an unrelated third party to operate and maintain the waste water
treatment plant. The contract may be terminated at any time with 90 days written notice. The Authority
pays the contractor each month a firm fixed price plus reimbursable expenses through June 30, 2029.
Amounts paid under the contract for the year ended June 30, 2024 were $582,978. Expected future
payments under the firm fixed price contract are as follows:

Year Amount

2025 $ 652,140
2026 652,140
2027 652,140
2028 652,140
2029 652,140
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NOTE 15 - LEASES

The Authority leases office space in Rapid City with a noncancelable operating lease that terminates on
August 31, 2026. The lease agreement requires monthly payments of $573. Annual rent expense for
the year ended June 30, 2024 was $6,302. Future minimum rents are as follows for the years ended
June 30:

Rent
Year Payments
2025 $ 6,876
2026 6,876
2027 1,146

Management has determined that the impacts of recording an obligation for future lease payments and
a right to use the leased office space are not material to the government-wide financial statements.

The Authority allows the use of owned properties by other parties under various short-term agreements.
Annual lease revenues were $170,595 for the year ended June 30, 2024. Minimum lease revenues are
expected to be $15,000 for the year ended June 30, 2025. Revenues related to these agreements are
recorded when amounts are collected.

NOTE 16 - TRANSACTIONS WITH THE STATE OF SOUTH DAKOTA AND OTHER COMPONENT
UNITS

During the year ended June 30, 2023, the Authority was awarded a grant of $550,000 from the South
Dakota Board of Water and Natural Resources to administer the West River Regionalization Water
Study project. This award is a passthrough of federal grant funds from the Coronavirus State and Local
Fiscal Recovery Funds awarded to the State of South Dakota by the United States Department of the
Treasury. During the year ended June 30, 2024, $201,218 of this funding was recognized as revenue.

NOTE 17 - SUBSEQUENT EVENTS

Management has evaluated subsequent events through the date these financial statements were
available to be issued.
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