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INDEPENDENT AUDITOR’S REPORT

To the District Supervisors
LAMOURE COUNTY SQII, CONSERVATION DISTRICT
LaMoure, North Dakota

We have audited the accompanying modified cash basis financial statements of Lhe
governmenial activities and each major fund of LaMoure County Soil Conservation
District, as of and for the year ended December 31, 2017, and the related notes
to the financial statements, which collectively comprise the District’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements 1in accordance with the modified cash basis of accounting
described in Note C; 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 1is 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

Cur responsibility is to express opinions on these financial statemenis 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 tco
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. These 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 invoelves performing procedures to obbtain 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 cf
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 teo 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 alsoc includes
evaluating the appropriateness cof accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements. )

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinions.




LAMOURE COUNTY SOIL CONSERVATION DISTRICT
JINDEPENDENT AUDITOR’S REPORT-CONTINUED

Opinions

In cur opinion, the financial statements referred to above present fairly, in all
material respects, the respective modified cash basis financial positicn of the
governmental activities and each major fund of LaMoure County Soil Conservation
District as of December 31, 2017, and the respective changes in modified cash
basis firancial position and, where applicable, cash flows thereof for the year
than ended in accordance with the modified cash basis of accounting described in
Note C.

Basis of Accounting

We draw attention to Note C 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 opinions are
not modified with respect to this matter.

Other Matters
Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require
that the management’'s discussion and analysis and budgetary comparison
information on pages 5-8 and 23-24 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial
statements, 1is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial repcorting for placing the basic
financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the regquired 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 inguiries, 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 opinicn or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the fipancial
statements that collectively comprise LaMoure County Soil Conservation District’s
basic financial statements. The introductory secticn is presented for purposes
of additional analysis and is not a required part of the basic financial
statements.

The introductory section has not been subiected Lo the auditing procedure applied
in the audit of the basic financial statements and, accordingly, we do not
express an opinion cor provide any assurance on them.

V. NELSON CPA LTD.




LAMOURE COUNTY SOIL CONSERVATION DISTRICT
INDEPENDENT AUDITOR’S REPORT-CONTINUED

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report”

dated May 16, 2018, on our consideration of LaMoure County Scoil Conservation
District’'s internal control over financial repoerting 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 owver financial reporting and compliance and
the results of that testing, and not to provide an opinion on internal contrel
over filnancial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering
LzMoure County Soil Conservation District’s internal control over financial
repcerting and compliance.

(fowaclle PTelpon.

Versella Nelson, CPA
V. Nelson CPA, Lid.

Oakes, North Dakota
May 16, 2018

V. NELSON CPA LTD.




LAMOURE COUNTY SOIL CONSERVATION DISTRICT
LaMoure, North Dakota
MANAGEMENT’ S DISCUSSION AND AMALYSIS
Year Ended December 31, 2017

The section of LAMOURE COUNTY SGII, CONSERVATION DISTRICT'S annual financial
report presents an analysis of the District’s financial performance for the year
ended December 31, 2017. This information is presented in conjunction with the
accompanying financial statements, which follow this section.

The Management’s Discussion and Analysis (MD&A) 1is Required Supplementary
Information specified in the Government Acccounting Standards Beard’'s (GASB)
Statement no. 34 - Basic Financial Statements - and Management’s Discussion and
Analysis - State and Local Governments, Certain comparative information between
the current fiscal year and the prior year is requizred in the MDE&A.

Overview of the Financial Statements

This annual report consists of the following three parts: management’s discussion
and analysis financial statements and supplementary information. The financial
statements include notes which explain in detail some of the information included
in the financial statements.

Required Financial Statements

The government-wide financial statements are designed to provide readers with a
broad overview of LAMOURE COUNTY SCOIL CONSERVATTION DISTRICT’S finances, in a
manner similar to a private-sectcer business.

The Statement of Net Position presents information on all of the District’s
assets and liabilities, with the difference between the two reported as net
position. Over time, increases or decreases in net position may serve as a useful
indicator of whether the financial position of the District is improving or
deteriorating. '

The Statement of Activities presents information on how the District’s net
position changed during the most recent year. The statement is presented using
the modified cash basis of accounting, which is a basis of accounting other than
generally accepted accounting principles. Some expenses are reported in the
statement for items that will only result in cash flows in future periods (for
example, earned, but unused vacation leave).

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The
LAMOURE COUNTY SOIL CONSERVATION DISTRICT, like other state and leocal
governments, uses fund accounting to ensure and demcnstrate compliance with
finance-related legal requirements.

The fund financial statement provides detailed information about the District’s
significant funds - not the District as a whole.




LAMOURE COUNTY SOIL CONSERVATION DISTRICT
LaMoure, North Dakota

MANAGEMENT' S DISCUSSION AND ANALYSIS - continued
Year Ended December 31, 2017

Fund Financial Statements - continued

Governmental Funds. Governmental funds are used to account for essentially the
same functions reported as governmental activities in the government-wide
financial statemenis. The governmental fund statements provide a detailed short-
term view of the governmental operations and the basic services it provides, and
are reported on the modified cash basis of accounting which focuses on available
spendable resources. This allows the reader to evaluate the District’s short-term
financing requirements.

Because the focus of the governmental funds is narrower than that of the
government-wide financial statements, it is useful to compare the informaticn
presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so,
readers may better understand the long-term impact of the government’s near-term
financing decisions.

Both the government fund balance sheet and the governmental fund statement of
revenues, expenditures and changes in fund balances provide a reconciliation to
facilitate the comparison between the governmental funds and the government-wide
financial statements.

Information is presented separately in the governmental fund balance sheet and
the statement of revenues, expenditures, and changes in fund balances for the
general fund and the special revenue fund, 319 fund.

Notes to the Finéncial Statements

The notes provide additional information that is essential to & full
understanding of the data provided in the government-wide and fund financial
statements.

Financial Analysis of the Distriect as a Whole

As noted earlier, net position may serve as a useful indicator of a government’s
financial position over time. In the case of the District, assets exceeded
liabilities by $550,245 at the close of the most recent year.

The fcllowing tables present condensed information of the District’s Net Position
and Changes in Net Position for the years ended December 31, 2017 and 2016.

The portion of the Districi’s net position (28%) reflects the investment in
capital assets less accumulated depreciation. The District uses these capital
assels to provide services to users; consequently, these assets are not available
for future spending.




LAMOURE CCUNTY SCIL CONSERVATICON DISTRICT
LaMcure, North Dakota

MANAGEMENT’ S DISCUSSION AND ANALYSIS - continued
Year Ended December 31, 2017

An additional portion of the District’s net position {7%) represents resources
that are subject to external restrictions on how they may be used. The remaining
balance of unrestricted net position (65%) may be used to meet the government’s
ongoing okligations. At the end of the current year, the District is able to
report positive balances in ail three categories of net position, for the
government as a whole.

During the current year, the District’s net position increased by $58,486, This
increase is primarily due to an increase in assets of $60,406. The Districlt’s
total liabilities increased by $1, 920.

Table I
NET POSITION

2017 2016 Change
ASSETS
Current Assets $413,738 $368,880 5 44,858
Capital Assets, net 154,827 139,379 15,548
Total Assets 568, 665 508,259 60,4006
LIABILITIES
Current Liabilities 3,496 2,646 850
Long~term Liabilities 14,924 13,854 1,076
Total Liabilities 18,420 i6,500 1,920
NET POSITION
Net Investment in capital assets 154,927 139,379 15,548
Restricted 38,857 36,319 2,538
Unrestricted 356,461 316,661 40,400
Total Net Position $550,245 5$491,759 5 58,486
Table II
CHANGE IN NET POSITION
2017 2016 Change
REVENUES '
Program revenues
Charges for services $213,029 $219,174 S (6,145)
Operating grants 135,968 21,096 114,872
General revenues
Property taxes 38,737 37,003 1,734
Investment earnings 509 448 61
Miscellaneous 19,814 19,936 (122
Gain on sales of Capital Assets 26,212 0 26,212
Total Revenues 434,269 297,657 $ 136,612
EXPENSES
Conservation of natural resources 375,783 291,081 84,702
Change in Net Position 58, 486 6,576 51,9810
Net Positicn, Beginning 491,759 485,183 6,576
Net Positiocn, Ending $550,245 $491,759 $ 58,486




LAMOURE CQUNTY SOIL CONSERVATION DISTRICT
LaMoure, North Dakota

MANAGEMENT' S DISCUSSICON AND ANALYSIS - continued
Year Ended December 31, 2017

Charges for services decreased by $6,145. Operating Grants and Contributions
increased by $114,872. Tax Revenues increased by $1,734. Expenses increased by
$84,702,

General Fund Budgetary Highlights

Actual revenue of $287,331 was $68,331 (31%) more than budgeted revenues of
$219,000 for the year ending December 31, 2017. The largest varlance in revenues
compared to budget was intergovernmental revenues. Actual expenses of $284,954
were $41,479 (17%) more than budgeted expenses of $243,475 for the year ending
December 31, 2017. The largest variance in expenditures compared Lo budget was
capital outlay.

Capital Assets

As of December 31, 2017, LaMoure County Soil Conservation District had $154, 927
invested in capital assets. The increase of $15,548 was due to a purchase of a
Drill & Spreader. The total increase in LaMoure County Soil Conservation District
was $15,548 {(11%). Table I1I shows the balances as of December 31, 2017 and 2016.

Table III
CAPITAL ASSETS

2017 2016
Equipment $429,568 $439,738
Less accumulated depreciation (274,641) (300, 359)
Capital Assets, net of depreciation $154,927 5$139,379

Long-Term Liabilities

At December 31, 2017, the District had $14,924 of outstanding debt, consisting
of accrued compensated absences. At December 31, 2016, the District had $13,854
of ocutstanding debt, consisting of accrued compensated absences.

Economic Factors and Next Years Budget

LaMoure County Soil Conservation District’s elected officials take into
consideration many factors when setting their annual budget. The cost of product
and services vary from year to year. The budget is adjusted annually to make up
for these changes, Salaries, benefits, and insurance can be projected and
adjustments made from year to year. Where the District struggles, is in the
likelihood of receiving grants that can’t be foreseen. As these ocpportunities
present themselves fhe District’s employees pursue them, this can add to the
annual budget and regquire revision. At this time there are no grants available
outside those listed in the budgets presented.

Contracting the District’s Financial Management

This financial report is designed to provide a general overview of the District’s
finances and tc demonstrate the District’s accountability for money it receives.
Anyone who has guestions about the information contained in this report or who
is interested in receiving additional information is encouraged to contact
LaMoure County Soil Conservation District, PO Box 278, LaMoure, North Dakota
58458.

8



LAMCURE COUNTY SO0OII CONSERVATION DISTRICT
LaMoure, North Dakota

Statement of Net Position - Modified Cash Basis
December 31, 2017

Governmental
Activities
ASSETS
Current Assets:
Cash and cash eguivalents $326,0094
Investments 73,373
Inventory 14,271
Noncurrent Asseis:
Capital Assets
Equipment 429,568
l.ess: Accumulated Depreciation (274,641)
Total Capital Assets 154,927
Total Assets . 568, 665
LIABILITIES
Accounts payable and accrued expenses 3,496
Long—term liabilities:
Due in more than one year
Compensated absences 14,924
Total Liabilities 18,420
NET POSITION
Net Investment in Capital Assets 154,927
Restricted for:
Special purposes 38,857
Unrestricted 356,461
Total Net Position 5550,245

The accompanying nhotes are an integral part of these financial statements.
9
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LAMOURE COUNTY SOIL CONSERVATION DISTRICT
LaMoure, North Dakota

Balance Sheet - Modified Cash Basis

Governmental Funds
December 31, 2017

Ma-icor Funds

Total
Governmental
General Fund 318 Fund Funds
ASSETS
Cash and cash equivalents 287,237 $ 38,857 $326,094
Investments 73,373 73,373
Inventory 14,271 14,271
Total assets $374,881 5 38,857 $413,738
LIABILITIES AND FUND BALANCES
L.iabilities:
Other payables $ 3,496 g 0 $ 3,496
Total liabilities 3,496 0 3,496
Fund balances:
Nenspendable
Inventories 14,271 0 14,271
Restricted 0 38,857 38,857
Unassigned 357,134 0 357,114
Total fund balances 371,385 38,857 410,242
Total liabilities and fund balances $374,881 $ 38,857 $413,738

‘The accompanying notes are an integral part of these financial statements.
11




LAMOURE COUNTY SOIL CONSERVATION DISTRICT

LaMoure, North Dakota

Reconciliation of the Governmental Funds Bazlance Sheet to the
Statement of Net Position - Modified Cash Basis

December 31, 2017

Total fund balance for governmental funds

Total net position reported for governmental
activities in the statement of net position is
different because:

Capital assets used in governmental activities
are not current financial resources and therefore
are not reported in this fund financial statement,
but are reported in the governmental activities
of the Statement of Net Position.

Some liakilities, (such as Long-term Compensated
Absences and Leases Payable), are not due and
payable in the current period and are nct included
in the fund financial statement, but are included
in the governmental activities of the Statement of
Net Position.

Total Nell Position of Governmental Activities

The accompanying notes are an integral part of these financial statements.

12

©$410,242

154,927

(14,924)

$550, 245




LAMOURE COUNTY SOIL CONSERVATION DISTRICT

LaMourea,

North Dakota

Statement of Revenues, Expenditures and Changes in Fund Balances

- Modified Cash Basis
Governmental Funds
For the Year Ended December 31,

REVENUES

Froperty Taxes
Intergovernmental
Charges for services
Investment earnings
Miscellaneous

Total revenues

EXPENDITURES
Current :

Conservation of Natural Resources
Administration & office expense
Payroll expense
Education expense
Building expense
Machinery & repairs
Contract services
Trees & other supply expense
Cost share reimbursement
Professional
Other

Capital Outlay

Total Expenditures
Excess {deficiency) of
revenues over expenditures

OTHER FINANCING SOURCES (USES}
Proceeds from Sales of
Capital Assets
Total Other Financing Sources (uses)

Net change in fund balances

Fund bkalances -~ January 1
Decrease in reserve

for inventories

Fund balances — December 31

2017

Major Iunds

44,417
284,954

2,377

46,737

46,737
49,114

329,915

(7,644)

$371,385

General Fund 319 Fund
$ 38,737 3
45,792 90,176
182,479 30,550
509
19,814
287,331 120,726
18,525 1,613
132,904 G
5,644
3,592
7,458 1,173
0 79,654
73,781
0 7,005
3,000 0
633 13,748

14,995

118,188

2,538

2,538

36,319

$ 38,857

Total
Governmental
Funds

$ 38,737
135, 968
213,029

509

_ 13,814
408,057

20,138
132,904
5,644
3,592
3, 631
79 654
73,781
7,005
3,000
14,381

59,412
403,142

4,915

46,737

46,737
51,652

366,234

{(7,644)
$410,242

The accompanying notes are an integral part of these financial statements.

13




n LAMOURE COUNTY SCIL CCONSERVATICN DISTRICT
LaMoure, North Dakota

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds to the
Statement of Activities - Modified Cash Basis
For the Year Ended December 31, 2017

Net change in fund balances - total goevernmental funds: : 5 51,652

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

Governmental funds repcocrt outlays for capital asseis as

expenditures because such outlays use current financial

resources. In contrast, the Statement of Activities

reports only a portion of the cutlay as expense. The

outlay is allocated cver the assets’ estimated useful
|
|
|
|

lives as depreciation expense for the period. This is
the amount by which capital cutlays 559,412 exceeded
depreciation $23,339 in the current period. 36,073

|
Some expenses reported in the statement of activities
do not require the use of current financial resources
and these are nct reported as expenditures in
governmental funds:
Net change in compensated absences (1,070}

The net effect of sales transactions invoelving
Capital assets 26,212

Gain on the sale of disposal of capital assets reported
in fund statements, but not reported in the Statement
of Activities {46,737)

Change in fund balance due to change in reserve

for inventory (7,644)
Change is net position of governmental activities $ 58,486

The accompanying nctes are an integral part of these financial statements
14




LAMOURE COUNTY SOIL CONSERVATION DISTRICT
LaMoure, North Dakota

NQTES TO FINANCIAI, STATEMENTS
Year Ended December 31, 2017

1. Summary of Significant Accounting Policies

The LaMoure County Scil Conservation District, LaMoure, North Dakota operates on
a modified cash basis, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting
body for establishing governmental accounting and financial reporting principles.
The more significant of the bistrict’s accounting policies are described helow,

2., Description of the Reporting Entity

The accompanying financial statements present the activities of LaMoure County
Soil Conservation District. The District has considered all poctential component
units for which the District is financially accountable and other organizations
for which the nature and significance of their reiationships with the District
are such that exclusion would cause the District’s financial statements to be
misleading or incompliete. The Governmental Accounting Standards Board has set
forth criteria to be considered in determining financial accountability. This
criteria includes appointing a voting majority of an organization’s governing
body and (1)} the ability of LaMoure County Soil Conservation District to impose
its will on that organization or (2) the petential for the organization to
provide specific financial benefits teo, or impese specific financial burdens on
LaMoure County Soil Conservation District.

Based on these criteria, there are no component units of LaMoure County Soil
Conservation District.

B. Basis of Presentation
Government-Wide Financial Statements

The statement of net position and the statement of activities display information
albout the primary government, LaMoure County Soil Conservation District. These
statements include the financial activities of the overall government.
Eliminations have been made to minimize the double-ccunting of internal
activities. These statements describe the governmental activities of the
District. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other non-exchange transacticns.

The statement of activities presents a comparison between direct expenses and
program revenues for each function of the District’s governmental activities.
Direct expenses are those that are specifically asscociated with a program or
function and, therefore, are clearly identifiable to a particular functicn.
Program revenues include {(a) fees, fines and charges paid by the recipients of
goods or services offered by the pregrams and (k) grants and contributions that
are restricted to meeting the operaticnal or capital requirements of @ particular
program. Revenues that are not classified as program revenues, including zall
taxes, are presented as general revenues.

i5




LAMOURE COUNTY SOIL CONSERVATION DISTRICT
LaMoure, North Dakota

NOTES TO FINANCIAL STATEMENTS - continued
Year Ended December 31, 2017

B. Basis of Presentation - continued
Fund Financial Statements

The fund financial statements provide infeormation about the District’s funds. The
emphasis of fund financial statements is on major governmental funds.

The District reports the following major governmental funds:
General Fund

This is the District’s primary operating fund. It accounts for all financial
resources of the general government.

318 Fund

This fund accounts for all financial resources for the 319 HNon Point
Implementation Grants.

C. Basis of Accounting

In the government-wide Statement of Net Position and Statement of Activities and
the fund financial statements, governmental activities are presented using a
modified cash basis of accounting. This basis recognizes assets, liabilities, net
position/fund equity, revenues, and expenditures/expenses when they result from
cash transactions with a provision for depreciation in the government-wide
statements. This basis is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America.

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

If the District utilized the bhasis of accounting recognized as generally
accepted, the fund financial statements for the governmental fund would use the
modified accrual basis of accounting. The government-wide financials would be
presented on the accrual basis of accounting.

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

D. Measurement Fecus
In the government-wide Statement of Net Position and the Statement of Activities,
the governmental activities are presented using the economic resources

measurement focus, within the limits of the modified cash basis of accounting,
as defined above.

16




LAMOURE COUNTY SOIL CONSERVATION DISTRICT
LaMoure, North Dakota

NOTES TO FINANCIAL STATEMENTS - continued
Year Ended December 31, 2017

D. Measurement Focus - continued

In the fund financial statement, the “current financial resources’” measurement
focus or the “economic resources” measurement focus, as applied to the modified
cash basis of accounting, is used as appropriate:

a. The government fund utilizes & “current financial resources”
measurement focus. Only current financial assets and liabilities are
generally inciuded on their balance sheets. Their operating
statements present scurces and uses c¢f available spendable financial
rescurces during a given period. These funds use fund balance as
their measure of available spendable financial resources at the end
of the period.

E. Deposits and Investments

In accordance with North Dakota State Statutes, the District maintains deposits
at the depository banks designated by the governing board. All depositories are
members of the Federal Reserve System.

Depecsits must either be deposited with the Bank of North Dakcta or in other
‘financial institutions situated and deing business within the state. Deposits,
other than with the Bank of North Dakota, must be fully insured or bonded. In
lieu of a bond, a financial institution may provide a pledge of securities egual
o 110% of the deposits not covered by insurance or bonds.

Authorized collateral includes bills, notes, or bonds issued by the United States
government, its agencies or instrumentalities, all bonds and notes guaranteed by
the United States government, Federal land bank bonds, bonds, notes, warrants,
certificates of indebtedness, insured certificates of deposit, shares of
investment companies registered under the Investment Companies Act of 1940, and
all other ferm cf securities issued by the State of North Dakota, its boards,
agencies or instrumentalities or by any county, city, township, school district,
park district, or other political subdivision of the State of North Dakota,
whether payable from speclal revenues or supporied by the full faith and credit
of the issuing body and bonds issued by any cther state of the United States or
such other securities approved by the banking board.

Credit risk. The District may invest idle funds as authorized in North Dakota
Statues, as follows:

1. Bonds, treasury bills and notes, or other securities that are a direct
obligation of, or an obligation insured or guaranteed by, the treasury of
the United States, or its agencies, instrumentzlities, or organizations
created by an act of Congress.

2. Securities sold under agreements to repurchase written by a financiail

institution in which fthe underiying securities for the agreement Lo
repurchase are the type listed above.
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LAMOURE COUNTY SCIL CONSERVATION DISTRIC
LaMoure, North Dakota :
NOTES TO FINANCIAL STATEMENTS - continued
Year Ended December 31, 2017

E. Deposits and Investments - continued

3. Certificates of Deposit fully insured by the federal deposit insurance
corporation.

4. Obligations of the state.

Cash and cash equivalents include amounts in demand deposits, money market
accounts and highly liquid short-term investments with original maturities of 3
months or less. As of December 31, 2016, the District held certificates of
deposit with maturities in excess of 3 months in the amount of $73,373, which are
considered investments.

Custodial credit risk. Custodial credit risk is the risk that in the event of a
bank failure, the District’s deposits may not be returned to it. The District
does not have a deposit pelicy for custodial credit risk.

Interest rate risk. The District does not have a formal investment policy that
limits investment maturities as a means of managing its expoesure to fair value
losses arising from increasing interest rates.

At year ended December 31, 2017, the District’s carrying amount of deposits was
$399,467 and the bank balance was $406,454. On February 1, 2018, the bank
executed a pledge of securities of $130,418. On December 30, 2016, the pledge of
securities was $67,925. The bank balance was covered by Federal Depository
Insurance.

¥, Inventories

The inventories of the Supervisors are valued at cost and the Supervisors use the
first-in, first-out (FIFO) flow assumption in determining cost. The inventories
of the Supervisor’s General Fund consist of expendable materials and supplies
which are recorded as expenditures when purchased. The General Fund inventories
do not reflect current appropriable resources; thus, an equivalent portion of
fund balance is reserved.

G. Capital Assets
Government-wWide Statements

General capital assets result from expenditures in the governmental funds. These
assets are reported in the governmental activities column of the government-wide
statement of net assets but are not reported as assets in the fund financial
statements. All capital assets are recorded at cost. The assets are updated for
additions and deletions during the year. The District has established a
capitalization threshold of $3,000. The District does not have any infrastructure
assets.

The cost of normal maintenance and repairs that do not add to the value of asset
or materially extend asset lives are not capitalized.
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LAMOURE COUNTY SOIL CONSERVATION DISTRICT
I,aMoure, North Dakota

NOTES T0 FINANCIAL STATEMENTS - continued
Year Ended December 31, 2017

G. Capital Assets - continued

"All of the District’s assets are depreciated over their estimated useful lives
on a straight-line basis. The District has established the following useful
lives:

Eguipment 10 years
Fund Financial Statements

In the fund financial statements, capital assets in governmental fund operations
are accounted for as capital outlay expenditures of the governmental fund upon
acquisition. Fixed assets are not capitalized and related depreciation is not
reperted in the fund financial statements.

H. Property Taxes

The county treasurer acts as an agent to collect property taxes levied in the
county for all taxing authorities. Any material tax collections are distributed
after the end of each month.

Property taxes are levied as of January 1. The property taxes attach as an
enforceable lien on property on January 1 and may be paid in two installments.
The first instaliment includes one-haif of the real estate taxes and all the
special assessments and the second installment is the balance of the real estate
taxes. The first installment is due by March 1 and the second installment is due
by October 15. A 5% discount on property taxes is allowed if all taxes and
special assessments are paid by February 15. After the due dates, the bill
becomes delinquent and penalties are assessed.

Most property owners choose to pay property taxes and special assessments in a
single payment on or before February 15 and receive the discount on the property
taxes.

I. Fund Balances/Net Position

In the governmental fund financial statements fund balance is reported in five
classifications. Nonspendable fund balance is the amount that is not in spendable
form. Restricted for debt service is the portion of fund balance that is
restricted for use on debt services. Committed is that portion of fund balance
that has been approved by the highest level of formal action cf the district
supervisors and does not lapse at vyear-end. The District dces not have any
committed fund balance this fiscal year. Assigned is the portion of fund balance
that has been approved by formal action of the district supervisors and does
lapse at year end.
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LAMOURE COUNTY S0I1, CONSERVATION DISTRICT
LaMoure, North Dakota

NOTES TO FINANCIAL STATEMENTS - continued
Year Ended December 31, 2017

I. Fund Balances/Net Position - continued

Unassigned 1is the fund balance that has not been reported in any other
classification. The LaMoure County Scoil! Conservation District does not have a
revenue spending policy that provides policy for preograms with multiple revenue
sources. The Auditor uses resources in following hierarchy, bond proceeds,
federal funds, state funds and local funds. For purposes of fund balance
classification expenditures are to be spent from restricted fund balance first,
foliowed in order by committed fund balance, assigned fund balance and lastly
unassigned fund balance. The District has the authority to deviate from this
pelicy if it is in the best interest of the district. There 1s no stabilization
amounts. The District has not set a minimum fund balance.

Net Position

With both restricted and unrestricted resources are available for use, it is the
District’s policy to use restricted rescurces first, then unrestricted rescurces
as they are needed.

Prior to GASB 63, amounts were reported as equity on the statement of net assets
in two primary categories {restricted and unrestricted). Subseguent to GASB 63,
the statement of net assets was changed to the statement of net position, and net
assets eguity was changed to net position. Net position is shown in two primary
categories (restricted and unrestricted), outlined in further detail as follows:

Restrictions of net position shown in the statement of net position are due to
restricted tax levies, restricted Federal & State grants/reimbursements, and
restricted amounts for unspent bond proceeds reported in debi service and capital
projects funds. Additionally, restricted net position is shown in the statement
of net position by primary function as fund balance are shown in the balance
sheet, and is restricted for special purposes.

Unrestricted net position consists of activity primarily related to the general
fund amounts at year-end. The unrestricted net position is available to meet the
District’s ongoing obligaticns.

2. Legal Compliance

The District’s governing board did not amend the budgets for the year ending
December 31, 2017.
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LAMOURE COUNTY SOIL COMSERVATION DISTRICT
LaMoure, North Dakota

NOTES TO FINANCIAL STATEMENTS -~ continued
Year Ended December 31, 2017

I. TFund Balances/Net Position - continued
3. Capital Assets
Capital asset actiwvity for the year ended December 31, 2017, was as follows:

Balance Balance
12/31/16 Additions Deletions 12/31/17

Capital asseis being depreciated

Egquipment $439,738 5 74,030 $84, 200 $429,568
Less accumulated depreciation 300,359 23,339 49,057 274,641
Net Capital Assets $13%,379 5 50,691 $35,143 5154, 927
Depreciation by functicn
Conservation of natural rescurces $ 14,381
Watershed 8,958
Total g 23:339

4. Compensated Absences

Full time regular District employees are granted vacation benefits from 8 to 16
hours per pay period depending on tenure with the District. Vacation benefits may
accrue to a total of 240 hours. All unused vacation will be paid out to employees
upon termination of employment. Sick leave is granted at the rate of 8 hours per
month. There is no limit on the amount of sick leave that can be accumulated,
Upon terminaticn of employment, sick leave will be compensated at 10% of the
amount accumulated. Vested or accumulated leave is reported in the leong-term
liabilities. :

5. Lease Comnitments
There are no lease commitments at December 31, 2017.
6. Retirement Plan

The district provides retirement benefits for ail full time employees through
contribution tc a SIMPLE Plan. To participate, each employee must agree to
contribute 3% of their earnings. Veluntary additional amounts may be made towards
the plan by the employee if in compliance with the pian. The district will match
each participants 3% contribution. Obligations to contribute are established by
district ordinance. Each account has an account maintained under his or her own
name. A deduction for the pension plan is made monthly and forwarded to the plan
account. Upon termination of employment, a participant receives 100% of the value
of his or her mandatory and voluntary contributions and the district’'s
contribution if fully vested. The district total contribution for the years ended
December 31, 2017, 2016 and 2015 were $£3,005, $C and $0, respectively.
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LAMOURE COUNTY S0IL CONSERVATICN DISTRICT
LaMoure, North Dakota

NOTES TO FINANCIAL STATEMENTS - continued
Year Ended December 31, 2017

7. Legal Compliance - Budgets

The District’s governing board did not amend the budgets for the year ending
December 31, 2017.

8. Risk Management

The LaMoure County Soil Conservation District is exposed to varicus risks of loss
relating Lo torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters,

In 1986 state agencies and political subdivisions of the state of North Dakcta
joined together to form the North Dakota Insurance Reserve Fund (NDIRF), a public
entity risk pool currently operating as a common risk management and insurance
program fer the state and over 2,000 political subdivisicns. LaMoure County Soil
Conservation District pays an annual premium to the NDIRF for its general
liability, and automobile insurance coverage. The coverage by NDIRF is limited
to losses of two milliion dollars per occurrence for general liability and
automobile.

The LaMoure County Scil Conservation District also participates in the State
Bonding Fund. The State Bonding Fund currently provides LaMoure County Soil
Conservation District with blanket fidelity bond coverage in the amount of
5162,000 for December 31, 2017. The State Bending Fund does not currently charge
any premium for this coverage.

The LaMoure County Soil Conservation District has workers compensation with the
North Dakota Workforce, Safety and Insurance.

Settled claims resulting from these risks have not exceeded insurance coverage
in any of the past three years.

9. Subsequent Event

There are not subsegquent events to note.
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LAMOURE CQUNTY SCIL CONSERVATION DISTRICT
LaMoure, North Dakota

Budgetary Comparison Schedule -~ Modified Cash Basis

General Fund
For the Year Ended December 31, 2017

Variance with
Final Budget -

Actual Amounts, Positive
Budgeted Amounts Budgetary Basis {(Negative)
QOriginal Final
REVENUES
Property Taxes $ 37,788 $ 37,788 5 38,737 5 949
Intergovernmental 9,731 g,731 45,792 36,061
Charges for services 154,718 154,718 182,479 27,761
Investment earnings 500 500 509 9
Miscellaneous 16,263 16,263 19,814 3,551
Total revenues 219,000 212,000 287,331 68,3313
EXPENDITURES
Current:
Conservation of Natural
Resocurces
Administration & office
expense 19,805 19,805 18,525 1,280
Payroll expense 117,670 117,670 132,904 (15,234}
Education expense 4,000 4,000 5,644 {1,644}
Building expense ' 2,000 2,000 3,592 {1,592}
Machinery & repairs 15,000 15,000 2,458 12,542
Trees & other supply
expense &0, 000 60,000 73,781 (13,781
Professional 3,000 3,000 3,C00 ¢
Other 2,000 2,000 633 1,367
Capital Qutlay 20,000 20,000 44,4317 (24,417}
Total Expenditures 243,475 243,475 284,954 (431,479}
Excess (deficiency of
revenues over
expenditures {24,475} (24,475) 2,377 26,852

OTHER FINANCING SOURCES (USES).
Proceeds from Sale of

Capital Assets 1,237 7,237 46,737
Total Other Financing
Sources (Uses) 7,237 T, 237 46,737
Net Change in Fund Balance {17,238} (17,238) 49,114
fund balances - beginning 329, 915 329,915 329,915
Increase in reserve
for inventories Q 0 (7,644}
Fund balances - ending 5312, 677 5312, 677 5371, 385
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LAMOURE COUNTY SOIIL CONSERVATION DISTRICT
LaMoure, North Dakota

Notes to Required Supplementary Information
Year Ended December 31, 2017

1. Budgets and Budgetary Accounting

The following procedures are followed in establishing the budgetary data
reflected in the financial statements:

a. The district manager completes and adopts an annual budget on the
modified cash basis of accounting.

b. Immediately after the completion of the District budget and the
‘ adoption of the annual tax levy by the district supervisors, but not
later than July first, the superviscrs shall send cne certified copy

of the levy as adopted to the county auditor.

c. All annual appropriations lapse at year-end.

2. Excess of Expenditures Over Appropriations

Expenditures of the General fund exceeded appropriations by $41,479 for the year
ended December 31, 2017. All expenditures were approved by the District
Supervisors. These expenditures were all funded by available fund balance.

No remedial action is anticipated or required regarding this excess expenditures.

A budget was not adopted for the 319 Fund for the year ended December 31, 2017.

No remedial action is anticipated or required regarding this excess expenditures,
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V. NELSON CPA LTD,

516 Main Avenue
QOakes, ND 58474
{701)742-3375

fax(701)742-3376

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPCRTING
AND ON CCMPLIANCE AND COTHER MATTERS BASED CN AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

District Supervisors
LAMOURE COUNTY SOIL CONSERVATION DISTRICT
LaMoure, North 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 issuved by the Comptrolier General of
the United States, the financial statements of the governmental activities and
each major fund of LaMoure County Scoil Conservation District, as of and for the
year ended December 31, 2017, and the related notes to the financial statements,
which collectively comprise LaMoure County Soil Conservation District’s basic
financial statements and have issued our report thereon dated May 16, 2018. The
independent auditor’s report was adverse because the district prepares its
financial statements on the modified cash basis.

Internal Control Over Financial Reporting

In planning and performing cur audit of the financial statements, we considered
LaMoure County Soil Conservation District’s internal control over financial
reporting {internal control} to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the
effectiveness of LaMoure County Scil Conservation District’s internal control,
Accordingly, we do not express an opinion on the effectiveness of LaMoure County
Soil Comnservaticon District’s internal control.

Qur consideration of internal control was for the limited purpcose described in the
preceding paragraph and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies and
therefore, material weaknesses or significant deficiencies may exist that have not
been identified. However, as discussed below, we identified certain deficiencies
in internal control that we consider toc be material weaknesses and significant
deficiencies.

A deficiency in internal control exists when the design or operaticn of a control
does not allow management or employees, in the normal course of perferming their
assigned functions, to prevent, or detect and correct misstatements on a timely
basis. A material weakness 1s a deficiency, or a combination of deficiencies, in
internal control such that there is & reascnable possibility that a material
misstatement of the entity’'s financial statements will not be prevented, or
detected and corrected on a timely basis. We consider the deficiency described
below to be material weaknesses.

Reportable Conditions

SEGREGATICN OF DUTTIES
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Condition - LaMoure Ceunty Soil Conservation District has one manager responsible
for accounting .functicns, including maintaining accounting records, reconciling
accounts and paying bills.

Criteria - There should be sufficient accounting personnel so duties of employees
are segregated. The segregation of duties would provide better control over the
assets of the District.

Effect - There is no segregation of duties as one employee is responsible to
collect monies, deposit monies, issue checks, send checks to vendors, record
receipts and disbursement in journals, maintain the general ledger, and prepare
financial statements. This increases the risks of misstatement of the district’s
financial condition.

Recgmmendation ~ Due to the size of the district, it is not feasible to obtain
proper separation of duties and no recommendation will be made.

Client Response - We agree with this finding. It is not feasible at this time due
Lo the number of personnel in the office and cost consideration to add any
additional staff. |

A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, vyet important
enough to merit attention by those charged with governance. We d¢id not list any
significant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether LaMoure County Soil
Conservation District’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 determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an obijective of
cur audit, and accordingly, we do not express such an opinion. The results of our
tests did not disclose instances of noncompliance or other matters that are
required to be reported under Government Audifing Standards.

LaMoure County Scil Conservation District’s Response to Findings

LaMoure County Scil Conservation District’s response to the findings identified
in our audit is described in this report. ZLaMoure County Soil Conservation
District’s response was not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpcse of this report is sclely to describe the scope of our testing of
internal control and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the entity’s internal contrel
and compliance. Accordingly, this communication is not suitable for any other
purpocse.

V. Nalmon CPA, \td.

V. NELSON CPA, LTD.
Oakes, North Dakota
May 16, 2018
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