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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

County Commission
Minnehaha County
Sioux Falls, South Dakota

Woe have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Minnehaha County, South Dakota (County), as of December 31,
2009 and for the year then ended which coliectively comprise the County’s basic financial statements and
have issued our report thereon dated June 22, 2010.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,

issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

in planning and performing our audit, we considered the County’s intemnal control over financial reporting
as a basis for designing our auditing procedures 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 County's
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the County’s internal control over financial reporting.

A deficiency in internal controf exists when the design or operation of a control does not allow
management or employees, in the normai course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the County's financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal controi over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material

weaknesses, as defined above.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the County's financial statements are free of

material misstaterment, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with



those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

We noted certain matters that we reported to management of the County in a separate communication
dated June 22, 2010.

This report is intended solely for the information and use of federal awarding agencies and pass-through
entities, the South Dakota Legislature, state granting agencies, and the governing board and
management of Minnehaha County, South Dakota and is not intended to be and should not be used by
anyone other than these specified parties. However, as required by South Dakota Codified Law 4-11-11
and OMB Circular A-133 §___.320, this report is matter of public record and its distribution is not limited.

“Martin L. Guindon, GPA
Auditor General

June 22, 2010
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

County Commission
Minnehaha County
Sioux Falls, South Dakota

Compliance
We have audited the compliance of Minnehaha County, South Dakota (County) with the types of

compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federai programs for the year ended
December 31, 2009. The County's major federal programs are identified in the summary of auditor's
results section of the accompanying Schedule of Current Audit Findings and Questioned Costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its
major federal programs is the responsibility of the County's management. Our responsibility is to express
an opinion on the County's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptrolier General of the United States; and OMB Circuiar A-133, Audits of
States, Local Governmsnts, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasenable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federai program occurred. An audit includes examining, on a test basis, evidence about the
County's compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Qur audit does not provide a legal determination on the County’s compliance with those requirements.

In our opinion, Minnehaha County, South Dakota complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended
December 31, 2008.

Internal Control Qver Compliance
The management of the County is responsible for establishing and maintaining effective internal control

over compliance with requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the County’s internal control over
compliance with requirements that could have a direct and material effect on a major federal program in
order to determine our auditing precedures for the purpose of expressing our opinion on compliance and
to test and report on internal control over compliance in accordance with OMB Circular A-133, but not for
the purpose of expressing an opinion con the effectiveness of intenal control over compliance.




Accordingly, we do not express an opinion on the effectiveness of the County's internal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance 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
deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of federal awarding agencies and pass-through
entities, the South Dakota Legislature, state granting agencies, the governing board and management of
Minnehaha County, South Dakota and is not intended to be and should not be used by anyone other than
these specified parties. However, as required by South Dakota Codified Law 4-11-11 and OMB Circutar
A-133 §__.320, this report is matter of public record and its distribution is not limited.

Martin L. Guindon, CPA
Auditor General

June 22, 2010



MINNEHAHA COUNTY
SCHEDULE OF PRIOR AND CURRENT AUDIT FINDINGS AND QUESTIONED COSTS

SCHEDULE OF PRIOR AUDIT FINDINGS AND QUESTIONED COSTS
Prior Federal Audit Findings:
The prior audit report contained no federal audit findings.
Prior Other Audit Finding:

Finding No. 2008-01:

The Register of Deeds did not reconcile the daily fee collections to the daily deposit resuiting in diminished
assurance that transactions were properly executed and recorded and assets were properly safeguarded.
This finding has been resolved.

SCHEDULE OF CURRENT AUDIT FINDINGS AND QUESTIONED COSTS

Summary of the Independent Auditor’s Results:

Financial Statements

a. An unqualified opinion was issued on the financial statements of each opinion unit.

b. No material weaknesses or significant deficiencies were disclosed by our audit of the financial
statements.

c. Our audit did not disclose any noncompliance which was material to the financial statements.

Federal Awards

d. An unqualified opinion was issued on compliance with the requirements applicable to major
programs.

e. Our audit did not disclose any audit findings that need to be disclosed in accordance with the

Office of Management and Budget Circular A-133, Section .510(a).
f. The federal awards tested as major programs were:

1. Public Safety Interoperable Communications Grant Program CFDA # 11.555
2. Community Development Block Grant / State’s Program and

Non Entitlernent Grants to Hawaii CFDA #14.228
3. Juvenile Mentoring Program CFDA #16.726
g- The dollar threshold used to distinguish between Type A and Type B federal award programs was
$300,000.
h. Minnehaha County did qualify as a low-risk auditee.

Current Federal Audit Findings:
There are no written current federal compliance audit findings to report.
Current Other Audit Findings:

There are no written current other audit findings to report.



o 427 SOUTH CHAPELLE
¥ ¢/0 500 EAST CAPITOL
%, PIERRE SD 57501-5070
0, (605)773-3595
> FAX(605)773-6454

e

MARTIN L. GUINDON, CPA
AUDITOR GENERAL

INDEPENDENT AUDITOR’'S REPORT

County Commission
Minnehaha County
Sioux Falls, South Dakota

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Minnehaha County, South Bakota, (County} as of
December 31, 2009 and for the year then ended, which coilectively comprise the County’s basic financial
statements as listed in the Table of Contents. These financial statements are the responsibility of the
County’s management. Our responsibility is to express opinions on these financial statements based on

our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpese of
expressing an opinion on the effectiveness of the County’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and the significant estimates made by management, as well as evaluating the
overalt financial statement presentation. We bslieve that our audit provides a reasonable basis for our

opinions,

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund infoermation of Minnehaha County, South Dakota as of December 31, 2008, and the respective
changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated June 22, 2010
on our consideration of the County's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters.
The purpose of that report is to describe the scope of our testing of internal controt over financial reporting
and compliance and the resuits of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

The Management's Discussion and Analysis (MD&A) and Budgetary Comparison Schedules on pages 8
through 14, and 46 through 49 are not a required part of the basic financial statements but are




supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Qur audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The Schedule of Expenditures of Federal Awards,
which is required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations and the Combining Nonmajor Governmental Fund Financial
Statements listed in the Table of Contents are presented for purposes of additional analysis and are not a
required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the financiai statements taken as a whole.

Martin L. Guindon, CPA
Auditor General

June 22, 2010



MANAGEMENT'S DISCUSSION AND ANALYSIS

This section of Minnehaha County's annual financial report presents our discussion and analysis of the
County’s financial performance during the fiscal year ended on December 31, 2009. Please read it in
conjunction with the County’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

e General Fund revenues exceeded budget by $1.2 million in 2009, while expenditures were less than
the original budget by $1.5 million. The most significant deviation in revenues was receipt of a $2
million bank franchise tax payment. The projected bank franchise tax in the 2009 budget was
$1,000,000, a number based on historical patterns. Prisoner care revenue exceeded budget by
$600,000, while investment income fell $500,000 short of the budgeted amount.

e The County completed the addition of two floors to the Courthouse, which was originally built in 1993-
94 with the intention of adding a 5 and 6™ floor when needed. In capital asset reporting,
Construction in Progress decreased by $10.7 million and Buildings increased by $11.6 million in
2009, primarily due to completion of this project.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts — management’s discussion and analysis (this section), the
basic financial statements and required supplementary information. The basic financial statements
include two kinds of statements that present different views of the County:

» The first two statements are government-wide financial statements that provide both long-term and
short-term information about the County’s overall financial status.
+ The remaining statements are fund financial statements that focus on individual parts of the County
government, reporting the County’s operations in more detail than the government-wide statements.
« The governmental funds statements tell how general government services like public safety were
financed in the short-term as well as what remains for future spending.
¢ Fiduciary fund statements provide information about the financial relationships in which the
County acts solely as a trustee or agent for the benefit of others, to whom the resources in
question belong.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial statements.
In addition to the required elements, we have included a section with combining statements that provide
details about our nonmajor governmental funds, each of which are added together and presented in a
single column in the basic financial statements.

Figure A summarizes the major features of the County's financial statements, including the portion of the
County government they cover 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.



Required
Financial
Statements

Type of
Asset/Liability
Information

Government-wide
Statements

*Statement of Net
Assets
*Statement of
Activities

All assets and
liabilities, both
financial and capital,
and short and long-

Government-wide Statements

Figure A

Governmental Funds

Fund Statements
Proprietary Funds

.. Th th

*Balance Sheet

*Statement of Revenues,
Expenditures and Changes in Fund
Balances

Only assets expected to be used
up and liabilities that come due
during the year or soon thereafter.
No capital assets included

*Balance Sheet
*Statement of
Revenues,
Expenses and
Changes in Fund
Net Assets
*Statement of Cash
Flows

All assets and
liabilities, both
financial and capital,
and short and long-

Major Features of Minnehaha County’s Government-wide and Fund Financial Statements

Fiduciary Funds

*Statement of
Fiduciary Net Assets

All assets and
liabilities, both short-
term and long-term,
the County's funds do
not currently contain

capital assefs

The government-wide statements report information about the County as a whole using accounting

methods similar to those used by private-sector companies. The statement of net assets includes all of
the government'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 statements report the County’s net assets and how they have changed. Net
assets ~ the difference between the County's assets and liabilities — is one way to measure the County’s
financial health or position.



+ Overtime, increases or decreases in the County's net assets are an indicator of whether its financial
health is improving or deteriorating, respectively.

s To assess the overall health of the County you need to consider additional nonfinancial factors such
as changes in the County's property tax base and the conditions of the County's roads.

The government-wide financial statements of the County are reported in one category — Governmental
Activities. This category includes the County's basic services, such as general government services
(auditor, treasurer, etc.), public safety, public works, health and welfare services, culture and recreation
services, conservation and natural resource services, and urban and economic development programs.
Property taxes, state shared revenues, federal grants and interest earnings finance most of these
activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the County’s most significant funds
- not the County as a whole. Funds are accounting devices that the County uses to keep track of specific
sources of funding and spending for particular purposes.

e State Law requires some of the funds.
¢ The County Commission establishes other funds to control and manage money for particular
purposes (such as the Capital Projects Fund, which is used to account for major building projects).

The County has three kinds of funds:

« Governmental Funds — The County's basic services are included in the governmental funds, which
focus on (1) how cash, and other financial assets that can readily converted to cash, flow in and out
and (2} the balances left at the year-end that are available for spending. Consequently, the
governmental funds statements provide a detailed short-term view that helps you determine whether
there are more or fewer financial resources that can be spent in the near future to finance the
County's programs. Because this information does not encompass the additional long-term focus of
the government-wide statements, we provide additional information at the bottom of the governmental
funds statements, or on the subsequent page, that explains the relationship {(or differences) between
them.

+ Proprietary Funds — Services for which Minnehaha County charges participants a fee are generally
reported in proprietary funds. Proprietary funds, like the government-wide statements, provide both
long-term and short-term financial information. Minnehaha County has an internal service fund (one
type of proprietary fund} to report the activities related to providing self-insurance for health coverage
fo the employees.

+ Fiduciary Funds — The County is the trustee, or fiduciary, for various external and internal parties.
The County is responsible for ensuring that the assets reported in these funds are used for their
intended purposes. All of the County's fiduciary activities are reported in a separate statement of
fiduciary net assets and a statement of changes in fiduciary net assets. We exclude these activities
from the government-wide financial statements because the County cannot use these assets to
finance its operations.

10



FINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE
Net Assets

The County's combined net assets increased by $157,401 or 0.22%, from 2008 to 2009.

Table A-1
MINNEHAHA COUNTY
Statement of Net Assets
Governmental Activities
2008 2009
Current and Other Assets $ 25711579 $ 23,466,967
Capital Assets, Net of Depreciation 90,526,629 89,468,434
Total Assets 116,238,208 112,935,401
Long-term Debt Outstanding 38,869,239 35,950,537
Other Liabilities 6,161,090 6,247,055
Total Liabilities 45,030,329 42.197,592
Net Assets:
Investment in Capital Assets
Net of Related Debt 50,314,037 52,030,867
Restricted 11,458,655 10,930,866
Unrestricted 9,435,187 7,767,075
Total Net Assets $ 71,207,879 $ 70,737,808
Beginning Net Assets (adj) 70,098,777 70,580,407
Increase in Net Assets 1,109,102 157,401
% Increase in Net Assets for 2009 1.62% 0.22%

The Statement of Net Assets 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. Minnehaha County’s primary long-term liability is $38.7 million in bonds (certificates of
participation in a lease-purchase agreement) borrowed in 2000 through 2008 to finance building of the
new Courthouse and Jail and remodeling of the Public Safety Building, Juvenile Detention Center, County
Administration Building, Community Cerrections Center, Annex, and Rec Center. Long-term liabilities
also include compensated absences {vacation, sick, and compensatory leave) due to employees. The
difference between the county's assets and liabilities is its net assets.

The County's net assets reflect its investment in capital assets (e.g., land, buildings, machinery and
equipment); less any related debt used to acquire those assets that is still outstanding. The County uses
these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Investment in capital assets net of related debt increased by $1.7 million during 2009.

The County's restricted net assets represent resources that are subject to external restrictions on how
they may be used. These restrictions are normally set by state statute, federal regulations or debt
covenants. The remaining balance of net assets is unrestricted and may be used to meet the County's
ongoing obligations to citizens and creditors.

1



Table A-2

MINNEHAHA COUNTY
Change in Net Assets

Total Governmental Activities

2008 2009

Revenues
Program Revenues:

Charges for Services $ 11,260,272 $ 10,738,741

Operating Grants and Contributions 9,921,135 11,167,376

Capital Grants and Contributions 198,978 158,256
General Revenues:

Taxes 34,294,473 35,830,623

State Shared Revenues 3,414,251 3,345,240

Unrestricted Investment Earnings 975,790 564,292

Miscellaneous 292,383 1,211

Total Revenues 60,357,282 61,795,739
Expenses
General Government 14,547,356 16,779,311
Public Safety 25910113 26,400,853
Public Works 7,565,149 7,793,944
Health and Welfare 5,148,108 5,026,433
Culture and Recreation 2,493,688 2,823,519
Conservation of Natural Resources 176,574 189,768
Urban and Economic Development 542 346 575,164
Interest on Long-term Debt 2,066,551 1,924,418
Depreciation — Unallocated 55,800 124,928
Total Expenses 58,505,585 61,638,338

Excess of Revenues over Expenses

Before Special Item 1,851,697 157,401
Special Item - Loss on Transfer / Disposition

of Assets (742 ,595)
Increase in Net Assets $ 1109102 §$ 157,401

The County's total 2009 revenues were $61,795,739. 58% of the County’s revenue was from property
and other taxes, 18% from grants and contributions, and 17% from charges for services.

Revenues for the County's governmental activities increased 2.3% from 2008 to 2009. Total expenses
increased by 5.3%.
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FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

There was a net decrease in the balance of the County's funds of $2,108,628 in 2009. The General Fund
decreased by $1,508,141, the Road and Bridge Fund increased by $20,801.

The County made the following operating transfers between the governmental funds:

Operating Operating
Transfers In Transfers Qut
General Fund 3 111,205 $ 1,072,857
Road and Bridge Fund 111,179
Other Governmental Funds 1,376,023 303,192
Total Operating Transfers $ 1,487,228 $ 1,487,228

BUDGETARY HIGHLIGHTS

Qver the course of the year, the County Commission revised the General Fund budget several times.
Significant supplements included:

s Supplemental appropriations of $51,750, and transfers of $20,760 from the Contingency budget, to
pay for unanticipated, yet necessary, expenses to provide for items necessary for health and welfare
of county citizens.

+ Carryover supplements of $346,508.96 to finance goods and services contracted for in 2008 and
funded by the 2008 budget, for which bills were not received until 2009.

* Supplements of $1,656,874.65 representing reimbursements for unanticipated expenses, primarily in
the form of state and federal grants.

CAPITAL ASSET ADMINISTRATION

At the end of 2009, the County had invested $89,468,434 in a broad range of capital assets, including
land and improvements, buildings, machinery and equipment. The 2008 and 2009 year-end capital
assets by category (net of depreciation) were:

2008 2008
Land : $ 7,539,155 $ 5,371,793
Infrastructure 29,492,389 29,913,790
Improvements to Land 1,440,852
Buildings 36,597,124 46,746,468
Machinery and Equipment 6,216,490 5,895,531
Construction in Progress 10,681,471

Total $ 90,526,629 $ 89,468,434

LONG-TERM DEBT

The County’s primary long-term debt is $38.7 million in bonds (certificates of participation in a lease-
purchase agreement) borrowed in 2000 through 2008 to finance building of the new Courthouse and Jail
and remodeling of the Public Safety Building, Juvenile Detention Center, County Administration Building,
Community Corrections Center, Annex, and Rec Center. The other significant long-term liability is $2.2
million for compensated absences (vacation, sick, and compensatory leave) due to employees.
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