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INDEPENDENT AUDITOR’S REPORT

Governing Board - :
Pipestone Soil and Water Conservatlon Dlstrn,t
Pipestone, Minnesota 56164

Report on the Financial Statements = : :

We have audited the accompanying financial statements of the governmental activifies and the
General Fund.of the Pipestone Soil and Water Conservation District, Pipestone, Minnescta as of
and for the year ended December 31, 2019, and the related notes to the financial statements, - -
which collectively comprise the District’s bq.sn, financial statements as listed in the table of
contents,

Management’s Responsibility for the Financial Statements

Managemen* is responsible for the preparation and fair presentation of these financial stateruents
in accordance with accounting principles generally. accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to' the
preparation and fair presentation of ﬁnanmal wtatements that are free from material misstatement,
Whether due to fraud or error.

Auditor’s ReSponsibility

Our responsibility is to express opinions on these financial statements based orl-our audit, We

conducted our audit in accordance with auditing stancards genérally accepted in the United

States of America and the Standards applicable to finanicial aidits contained in Government

Audllmg Standards, issued by the Coniptroller General of the United States. Those standards 'i
require that we plan and perform the audit to ebtain reasonabif* dﬁsurance about whether the - :
financial statements are free of material misstatement. -

MEMBER OF AMERITAN INSTITUTE AND
MINNESOTA SOCIETY OF CERTIFIEL PUBLIC ACCOUNTANTS
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An audit 1nvoIves performmg procedures to obtam audrt evrdencc about the amounts and
disclosures in the financial statements, The procedures selected depend on the auditor’s
judgment, 1nclud1ng the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or ertor. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an oplnlon on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and reasonableness of significant accounting estimates made by
management, as well as evaluatmg the overall presentatlon of the financial statements.

We believe that the audit evidence we have obtamed 1s sufﬁment and approprrate to provide a
basis for our audit oprmon

Opinion

In our opinion, the financial statements referred to above’ present fairly, in all material respects,
the respective financial position of the governmentai activities and the General Fund of the
Pipestone Soil and Water Conservation District, Pipestone, Minnesota, as of December 31, 2019,
and the respective changes in financial position, and the respective budgetary comparison for the
General Fund for the year ended in conforrmty with accounting principles generally accepted in
the United States of America.

Other Matters
'Requzred Supplementary Informanon

Accounting prmcrples generally accepted in the Umted Statcs of America require that the
management’s discussion and analysis on pages 5-8 and required supplementaty information, as
listed in the table of contents, be presented to supplement the basic financial statements. Such
information, although not a part of the basic financia! statements, is required by the
Governmental Accouriting Standards Board, who considers it to be an essential part of ﬁnancral
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical contest. We have applied certain limited procedures to the required supplementary
information ih accordance with auditing standards generally accepted in the United States of
America, which consisted of inquires 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 prov1de us with sufficient evidence to express
an opinion or provide any assurance. '
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- Other Information

Our audit was conducted for the purpose of formmg oplmons on the financial statements that

collectively comprise the Pipestone Soil and Water Conservation District’s basic financial

statements. The introductory section is presented for purposes of addxtlonal analysis and is not a
‘required part of the ﬁnan01a1 statement :

The introductory section has not been subj ected to the eudifing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on it. : o :

Other Reporting Required by Goverhment{ludi,tiﬁg' Standards

In accordance with Government Auditing Standards, we have also issued a report dated January
25, 2021, on our consideration of the Pipestone Soil and Water Conservation District, Pipestone,
Minnesota’s internal control over financial reporting and on 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 control over financial
reporting and compliance and the results of that testing, and not to prov1de 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 in considering the Red
Pipestone Soil and Water Conservation Dlstrlct Plpestone, anesota s internal control over
financial reporting and comphance

M&J\o P;Lﬂf

Meulebroeck, Taubert & Co., PLLP
Certified Public Accountants
Pipestone, Minnesota

January 25, 2021




PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2019

The Pipestone Soil and Water Conservation District’s (SWCD) discussion and analysis provides
an overview of the SWCID’s financial activities for the fiscal year ended December 31, 2019, Since
this information is designed to focus on the current year’s activities, resulting changes, and
currently known facts, it should be read in conjunction with the SWCD’s financial statements
beginning on page 10.

USING THIS ANNUAL REPORT

This annual report consists of two parts: management’s discussion and analysis (this section) and
the basic financial statements. The basic financial statements include a series of financial
statements. The Statement of Net Position and the Statement of Activities on pages 10 and 11
provide information about the activities of the SWCD as a whole and present a longer-term view
of the SWCD’s finances. Fund financial statements are also presented on pages 10 and 11. For
governmental activities, these statements tell how these services were financed in the short term
as well as what remains for future spending. Fund financial statements also report the SWCD’s
operations in more detail than the government-wide statements by providing information about the
SWCD’s most significant fund. Since SWCD’s are single-purpose special purpose governments,
they are generally able to combine the government-wide and fund financial statements into single
presentations. Pipestone Soil and Water Conservation District has elected to present in this format.

The Statement of Net Position and the Statement of Activities

The analysis of the SWCD as a whole begins on page 6. One of the most important questions
asked about the SWCD’s finances is, “Is the SWCD as a whole better or worse off as a result of
the year’s activities?” The Statement of Net Position and the Statement of Activities report
information about the SWCD as a whole and about its activities in a way that helps answer this
question. These statements include all assets and liabilities using accrual basis of accounting,
which is similar to the accounting used by the most private-sector companies. All of the current
year’s revenues and expenses are taken into account regardless of when cash is received or paid.

These two statements report the SWCD’s net position and changes in them. This can be thought
of as the SWCD’s net position — the difference between assets plus deferred outflows and
liabilities plus deferred inflows—as one way to measure the SWCD’s financial health, or financial
position. ~ Over time, increases or decreases in the SWCD’s net position are one indicator of

~whether its financial health is improving or deteriorating. Additional nonfinancial factors also
need to be considered, however, such as changes in the SWCD’s property tax base to assess the
overall health of the SWCD.

In the Statement of Net Position and the Statement of Activities, the SWCD presents governmental
activities. All of the SWCD’s basic services are reported here. Appropriations from the county
and state finance most activities.



PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2019

Reporting the SWCD’s General Fund
Fund Financial Statements

The analysis of the SWCD’s General Fund begins on page 7. The fund financial statements begin
on page 10 and provide detailed information about the General Fund—not the SWCD as a whole.
The SWCD presents only a General Fund, which is a governmental fund. All of the SWCID’s basic
services are reported in the General Fund, which focuses on how money flows into and out of the
fund and the balances left at year-end that are available for spending. The fund is reported using
an accounting method called modified accrual accounting, This method measures cash and all
other financial assets that can be readily converted to cash. The General Fund statements provide
a detailed short-term view of the SWCD’s general government operations and the basic services it
provides. Governmental fund information helps determine whether there are more or fewer
financial resources that can be spent in the near future to finance the SWCD’s programs. The
relationship (or differences) between governmental activities (reported in the Statement of Net
Position and the Statement of Activities) and governmental funds is described in a reconciliation
included with the financial statements.

THE SWCD AS A WHOLE
The SWCD’s combined net position increased $4,952 (2 percent) from $299,291 to $304,273. In

confrast, last year’s net position decreased by $8,372. The analysis below focuses on the net
position (Table 1) and changes in net position (Table 2) of the SWCD’s governmental activities.

Governmental Activities

2019 2018

Current Assets ' $831,367 $789.,093
Capital Assets, Net 122,418 128,139

Total Assets 553,785 917,232
Deferred Outflows of
Resources 32,951 77,779
Current Liabilities 422,685 422234
Long-term Liabilities 217,968 216,391

Total liabilities 640,653 638,625
Deferred Inflows of Resources 41,810 53,095
Net Position

Investment in Capital Assets 122418 128,139

Unrestricted 181,855 171,152
Total Net Position $304,273 $299,291




PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2019
Table 2
Changes in Net Position
2019 2018
Revenues
Intergovernmental-State 393,102 408,245
Intergovernmental-County 184,265 172,619
Charges for Services 12,801 21,917
General Revenues 24,136 20,858
Total Revenues 614,304 623,639
Expenses
. Conservation 609,322 632,011
Total Expenses 609,322 632,011
Increase (decrease) in net position 4,982 (8,372)

The SWCD’s total revenues decreased by 1.5 percent $9,335, while total expenses decreased 3.6
percent ($22,689). The decreases in revenues and expenses relate to the availability of funds and
the needs of consumers.

THE SWCD’S GENERAL FUND

As the SWCD completed the year, its General Fund (as presented in the balance sheet on page 10
reported a fund balance of $408,682, which is more than last year’s total of $366,859. The primary
reasons for the General Fund’s increase mirror the changes highlighted in the governmental
activities analysis.

General F und Budgetary Highlights

The actual charges to appropriations (expenditures) were $140,942 above the final budgeted
amounts. On the other hand, resources available for appropriation were $184,686 above the final
budgeted amount. The large variances relate to availability of State grants and when the need for
those funds arises. No budget amendments were made during the year.




PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
- MANAGEMENT’S DISCUSSION AND ANALYSIS
 DECEMBER 31,2019
CAPITAL ASSET AND LONG TERM LIABILITIES
Capital Assets | | . |
At the end of 2019, the SWCD had $122,418 invested in' capital assets, net of depreciation. This

“amount represents a net decrease of $5,721 from last year. The increase is attributed to the new
addition of survey equipment purchased during the year. - ‘

Table 3
Capital Assets at Year-end

| GoVemmental Activities

2019 2018

Buildings and Improvements 111,444 94,750
Machinery and Equipment .~ = -~ 131,313 , 129,513
Furniture and Fixtures ' 8219 8,219
Vehicles . . . . . 49536 _ 49,536
Totals -~ . - 300512 282,018

* (Net of Depreciation) - 122418 128139

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The SWCD’s elected officials considered maity factors when setting the fiscal-year 2020 budget.
Some of the economic factors taken into-account for the 2020 budget included: sales of trees and
tree mats, state funding (new grants: - local capacity, buffer, water quality certification grant, etc.),
federal funding and the county allocation. Expense factors include expenses, employee salary -
increases and health insurance benefits offered to the employees. o

CONTACTING THE SWCD’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the SWCD’s finances and to show the SWCD’s accountability
for the money it receives. If you have questions-about this report or need additional financial
information, contact the Pipestone Soil and Water Conservation District, 119 2" Avenue SW,
Pipestone, MN 56164. ‘ ' '
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
- PIPESTONE MINNESOTA

STATEMENT OF NET POSITION AND -
GOVERNMENTAL FUND BALANCE SHEET
DECEMBER 31, 2019

General Adjustments Statement of
Fund, .~ SeeNotes Net Position
Assets o ST
Cash and Cash Equlva!ents -$814,329 $814,329
Accounts Receivable 10,896 10,896
Inventory T 6,142 6,142
Capital Assets: : ‘
Depreciable, Net 122,418 122,418
Total Assets . 831,367 . 122,418 953,785
Deferred Outflows of Resources
- Defined Benefit Pension Plan 32,951 32,951
Combined Assets and Deferred Outflows B ' ‘
of Resources $831,367 $155,369 $986,736
_ _ Liabilities
Current Liabilities: ' o -
Accounts Payable - $3,449- $3,449
Health Insurance Payable 3234 3,234
Payroll Taxes Payable 2;35 8 2,358
Unearned Revenue 413,644 413,644
Long-term Eiabilities:
Net Pension Liability o 193,507 193,507
Compensated Absences -~ - L R 24,461 - 24461
Total Liabilities ' | $422,685 $217,968 $640,653
Deferred Inflows of Resources ‘
Defined Benefit Pension Plan | 41,810 41,810
Combined Liabilities and Deferred Inflows . . } y
of Resources ' L 842,685 $259,778 $682,463
Fund Balance/Net Position °
Fund Balance '
Nonspendable $6,142 ($6,142)
Assigned 337,658 (337,658)
Unassigned _ 64,882 (64,882)
Total Fund Balance $408,682- " ($408,682)
Total Liabilitiés and Fond Balance . $831,367
Net Position
Investments in Capntal Assets $i22,418 $122.418
- Unrestricted = 181,855 181,855
Total Net Position $304,273 $304,273
Total Liabilities and Net Position . $155,369

$986,736

Notes are an integral part of the basic financial statements.
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT

*  PIPESTONE, MINNESOTA -

STATEMENT OF ACTIVITIES AND
GOVERNMENTAL FUND REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED DECEMBER 31,2019

Revenues
Intergovernmental
Charges for Services
Investment Earnings
Miscellaneous

Total Revenues

Expenditures/Expenses
Conservation
Current
Capital outlay

Total Expenditures/Expenses

Excess of Revenues Over (Under)
Expenditures/Expenses '

Fund Balance/Net Position January 1

Fund Balance/Net Position December 31 N

Generél‘

o ‘Adjustments Statement of
Fund See Notes Activities
- $576,905 $462 $577,367
12,801 12,801

3,127 3,127
21,009, s 21,009
$613,842 - $462 $614,304
$553,525 $55,797 $609,322
18,494 - (18,494)

- §572,019 $37,303 $609,322
$41,823 (536,841) $4,982
.$366,859 ($67,568) $299,291
$408,682 ($104,409) $304,273

‘Notes are an integral paft of the basic financial statements.

1.



PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
' "~ " PIPESTONE, MINNESOTA.

Revenues
Intergovernmental
County '
State Grants

Total Intergovernmental

Charges for Services

Miscellaneous
Interest Earnings
Other

Total Miscellancous -

Total Revenues

Expenditures
District Operations
Personnel Services .
Other Services and Charges
Supplies ‘ ‘
“Capital Outlay
Total District Operations - -
Project Expenditures '
District
State

- Total Project Expenditures

Total Expenditures

Excess of Revenues Over (Under) - '

Expenditures
Fund Balance - January 1

Fund Balance - December 31

Notes ar:e‘ an integral part o

BUDGETARY COMPARISON STATEMENT
BUDGET AND ACTUAL
.. -GENERALFUND -
YEAR ENDED DECEMBER 31,2019

Variance with

| e Qr.iginal S Final ~ Final Budget
- Budget . Budget Actual Positive (Ne
©$184,750 . - < $184,750 $184,265 ($485)
213406 213,406 392,640 179,234
398,156 398,156 576,905 178,749
- 15,000 15,000 12,801 (2,199)
1,000 1,000 3,127 2,127
15,000 -~ 15,000 21,009 6,009
16,000 16,000 24,136 8,136
$429,156 ' $429,156 $613,842 $184,686
$352,788 . $352,788 $325,532 $27,256
46,153 46,153 88,590 (42,437)
~ 8000 8,000 1,766 6,234
RN = 18,494 " (18,494)
406,941 406,941 434,382 (27,441)
24,136 24,136 27,006 (2,870)
| _ 110,631 (110,631)
24,136 24,136 137,637 © (113,501)
$431,077 $431,077 $572,019 (5140,942)
- (1,921) (1,921) 41,823 43,744
366,859 366,859 366,859
| $364,938  $364,938 © $408,682 $43,744

12
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The SWCD’s financial statements are prepared in accordance with generally accepted accounting
principles (GAAP). The Government Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements (Statements and

Interpretations).

The more significant accounting policies established by GAAP and used by the SWCD are
discussed below.

Financial Reporting Entity

The Pipestone Soil and Water Conservation District was organized under provisions of Minnesota
Statutes Chapter 103C. The SWCD is governed by a Board of Supervisors composed of five
members nominated by voters of the SWCD and elected to four-year terms by the voters of the
County.

The purpose of the SWCD is to assist land occupiers in applying practices for the conservation of
soil and water resources. These practices are intended to control wind and water erosion, pollution
of lakes and streams, and damages to wetlands and wildlife habitats.

The Pipestone Soil and Water Conservation District, in cooperation with the U.S. Department of
Agriculture’s Natural Resources Conservation Service (formerly Soil Conservation Service) and
other agencies, provides technical and financial assistance to individuals, groups, organizations,
and governments in reducing costly waste of soil and water resulting from soil erosion,
sedimentation, pollution, and improper land use.

Each fiscal year, the SWCD develops a work plan, which is used as a guide in using resources
effectively to provide maximum conservation of all lands within its boundaries. The work plan
includes guidelines for employees and technicians to follow in order to achieve the SWCD’s
objectives.

The SWCD is not considered a part of Pipestone County because, even though the County provides
a significant amount of the SWCD’s revenue in the form of an appropriation, it does not retain any
control over the operations of the SWCD.

Generally accepted accounting principles require that the financial reporting entity include the

primary government and component units for which the primary government is financially
accountable. Under these principles the SWCD does not have any component units.

13




PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of Presentation

Government-wide Financial Statements:

The government-wide financial statements (i.e. the statement of net position and statement of
activities) report information on all activities of the SWCD. Governmental activities, which
pormally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities (of which, the SWCD has none).

The statement of activities demonstrates the degree to which the direct expenses of a given function
or identifiable activity is offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or identifiable activity. Program revenues include 1) charges
to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or identifiable activity and 2) grants and confributions that are
restricted to meeting the operational or capital requirements of a particular function or identifiable
activity.

Fund Financial Statements:

Fund financial statements of the reporting entity are organized into funds, each of which is
considered to be a separate accounting entity. The SWCD segregates transactions related to certain
functions or activities in separate funds in order to aid financial management and to demonstrate
legal compliance. FEach fund is accounted for by providing a scparate set of self-balancing
accounts that constitute its assets, liabilities, fund equity, revenues, and expenditures/expenses.

Governmental Funds:

General Fund - The General Fund is the general operating fund of the SWCD. It is used to
account for all financial resources except those required to be accounted for in another fund.
The General Fund is always considered a major fund.

14




PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues
and expenditures are recognized in the accounts and reported in the financial statements. Basis of
accounting relates “when” revenues and expenditures or expenses are recognized in the accounts
and reported in the financial statements, regardless of the measurement focus.

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 lability is incurred, regardless of the timing of related cash flows,
Grants and similar items are recognized as revenue as soon as all eligibility requirements are met.
Expenses are recorded when liabilities are incurred.

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 collectible within the current period or soon enough thereafter to pay liabilities of the
cutrent period. For this purpose, the govermment considers revenues to be available if they are
collected within 30 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, expenditures related
to compensated absences and claims and judgments, are recorded only when payment is due.

Revenues susceptible to accrual are intergovernmental revenues, charges and interest on
investments. Intergovernmental revenues are ported in conformity with the legal and contractual
requirements of the individual programs. Generally, iniergovernmental revenues that are
reimbursements for specific expenditures are recognized when all eligibility requirements are met.
The SWCD also received an annual appropriation from the County, which is recognized as revenue
when received, unless it is received prior to the period to which it applies. In that case, revenue
recognition is then deferred until the appropriate period.

15



PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Measurement Focus/Basis of Accounting - continued

Interest on invested funds and revenue from sale of trees are recognized when earned. Agricultural
conservation fees and other revenue are recognized when they are received because they usually
are not measurable until then.

Project expenditures represent costs that are funded from federal, state, or district revenues. State
project expenditures consist of grants to participants of the Cost-Share Program and other state
programs. District project expenditures are costs of materials and supplies in District projects.

In accordance with Governmental Accounting Standards Board Statement No. 33, Accounting and
Financial Reporting for Non-exchange Transactions, revenues for non-exchange transactions are
recognized based on the principal characteristics of the revenue. Exchange transactions are
recognized as revenue when the exchange occurs.

Budget Information

The SWCD adopts an estimated revenue and expenditure budget for the General Fund.
Comparisons of estimated revenues and budgeted expenditures to actual are presented in the
financial statements in accordance with generally accepted accounting principles. Amendments
to the original budget require board approval. Appropriations lapse at year-end. The SWCD does
not use encumbrance accounting.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates
and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities, and the reported revenues and expenditures. Actual results could differ from
those estimates.

Assets, Liabilities, and Fund Balance Accounts

Cash and Cash Equivalents

For the purposes of the statement of cash flows, the SWCD considers all highly liquid investments
with a maturity of three months or less when purchased to be cash equivalents,

16



PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Assets, Liabilities, and Fund Balance Accounts- continued

Inventory

Inventory is valued at lower of cost or market using the first-in, first-out method. The cost of other
consumable materials and supplies on hand are immaterial to the financial statements and the
SWCD has therefore chosen to report these items as expenditures/expenses at the time of purchase.

Unearned Revenues

Unearned revenue consists of revenues that will be recognized when the related program
expenditures are recognized.

Capital Assets

Capital assets purchased or acquired are carried at historical cost or estimated historical cost.
Contributed assets are recorded at fair market value as of the date donated. Additions,
improvements and other capital outlays that significantly extend the useful life of an asset are
capitalized. Other costs incurred for repairs and maintenance are expensed as incurred. The cost
of property, plant and equipment is depreciated over the estimated useful lives of the related assets.
Leasehold improvements are depreciated over the Jesser of the term of the related lease or the
estimated useful lives of the assets.

The SWCD uses a threshold of $2,500 for capitalizing assets purchased. Those physical assets
under $2,500 are expensed directly and not capitalized.

Depreciation is provided using the straight-line method over the following estimated useful lives
of the assets:

Land Not Depreciated
Buildings 10-50 Years
Improvements 15-50 Years
Machinery and Equipment 3-20 Years

17



PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Deferred Qutflows/Inflows of Resources

The Pipestone Soil and Water Conservation District implemented GASB Statement No. 63,
Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net
Position and GASB Statement No. 65 Items Previously Reported as Assets and Liabilities. In
addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resources (expense/expenditure) until then. The SWCD
currently recognizes deferred outflows relating to pensions for reporting in this category. The
length of the expense recognition period for deferred amounts related is equal to the average of the
expected remaining service lives of all employees that are provided with pensions through the
pension plan, determined as of the beginning of the measurement period.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represent an acquisition of net position that applies to a future period and so will not be
recognized as an inflows of resources (revenue) until that time. The items that qualify for reporting
in this category are amounts related to pensions. These amounts are deferred and recognized as
inflows of resources in the period that the amount is earned. Deferred amounts relating to pensions
represent differences between projected and actual earnings on pension plan investments and are
recognized over a five-year period, differences between expected and actual economic experience,
changes in actuarial assumptions, and changes in proportion, are recognized over a four-year
period.

Liabilities

Long term liabilities, such as compensated absences and net pension liability, are accounted for in
the Government-wide Statement of Net Position.

VYacation and Sick Leave

Under the SWCD’s personnel policies, employees are granted leave in varying amounts based on
their length of service. Vacation and sick leave accrual varies from 8 to 14 hours per month. himit
on the accumulation of annual leave is 240 hours and the limit on sick leave is 800 hours.
Maximum comp time to be accrued is 24 hours. Upon termination of employment from the
SWCD and in good standing, employees are paid unused accrued vacation leave and comp time.

Fund Balance Classifications
GASB Statement No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions.”

This Statement provides more clearly defined fund balance categories to make the nature and
extent of the constraints placed on a government’s fund balances more transparent.
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PIPESTONE SOIL AN])‘ WATER CONSERVATION DISTRICT
'NOTES TO FINANCIAL STATEMENTS
|  'DECEMBER 31,2019
NOTE 1. SUMMARY OF SIGﬁiFIcANT ACCOUNTING POLICIES (continued)

Fund Balance Classifications (Continued) - |
. The following classifications describe the relative strength of the spending constraints:

e Nonspendable fund balance — consists of amounts that cannot be spent because it is
not in spendable form, such as inventory; or are legally or contractually required to
be maintained intact. _ _ -

Restricted fund balance — consists of amounts related to externally imposed constraints
_established by creditors, grantors or contributors, bondholders, laws and regulations
of other governments; or imposed by law through constitutional provisions or
enabling legislation, =~ : '

Committed fund balance — consists of amounts that are constrained for specific
purposes that are internally imposed by formal action (resolution) of the SWCD
Board. To be reported as committed, amounts cannot be used for any other purpose
unless the Board removes or changes that specified use by taking the same type of
action it employed to previously commit those amounts.

Assigned fund balance — consists of amounts intended to be used by the SWCD for
specific purposes but do not meet the criteria to be classified as restricted or

commiited. In. the General Fund, assigned amounts represent intended uses
established by the governing body itself or by an official to which the governing body
delegates the authority. |

-

Unassigned fund balance — consists of amounts that are available for any purpose.
Positive amounts are reported only in the general fund. It also reflects negative
residual amounts in other funds.

The SWCD uses restricted amounts to be spent first when both restricted and unrestricted fund
balance is available. Additionally, the District would first use committed, then assigned, and lastly
unassigned amounts of unrestricted fund balance when expenditures are made.

The SWCD has formally adopted a fund balance policy for the General Fund. The SWCD’s policy
is to maintain a minimum unassigned fund balance between the range of 35%-50% of budgeted
operating expenditures for cash flow timing needs. At December 31, 2019, the unassigned fund
balance of the General Fund was 15% of the subsequent yeat’s budgeted expenditures.

Net Position Classifications

In the government-wide financial statements, net position represents the difference between assets
and labilities. Net position is displayed in three components:
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
'~ DECEMBER 31,2019
NOTE 1. SUMMARY OF SIGNIFICANT'ACCOUNTING POLICIES (continued)
Net Position Classifications (cbnjtiiuiéd) . |

e Net Investment in Capital Assets — Consists of capital assets, net of accumulated
depreciation reduced by any outstanding debt attributable to acquire capital assets.
e Restricted net position- Consists of net position restricted when there are limitations
imposed on their use through external restrictions imposed by creditors, grantors,
laws or regulations of other governments. ‘
¢ Unrestricted net. position- Net position that does not meet the definition of
 “restricted” or “net investment in capital assets”.
Pensions o S

For purposes of measuring the net pension liability, deferred outflows/inflows of resources, and
pension expense, information about the fiduciary net position of the Public Employees Retirement
Association (PERA) and additions to/deductions from PERA’s fiduciary net position have been
determined on the same basis as they are reported by PERA except that PERA’s fiscal year end is
June 30, For this purpose, plan contributions aré recognized as of employer payroll paid dates and
benefit payments and refunds are recognized when due and payable in accordance with the benefit
terms. Investments are reported at fair value. L :

Explanation of Adjustments Column in Stateni_ents

1. Capital Assets: In the Statement of Net Position and Governmental Fund Balance Sheet,
~ and adjustment is made if the SWCD has capital assets. This adjustment equals the net
book balance of capitalized assets. . |

2. Long-Term Liabilities: In the Statement of Net Position and Governmental Fund Balance
Sheet, an adjustment is made to reflect the total Compensated Absences and Net Pension

. Liability the SWCD has as of the report date. See note on Long-term Liabilities.

3. Intergovernmental Revenue: The State of Minnesota contributed $462 during 2019 relating
to pensions. This is a government-wide adjustment. See Note 5.

4. Depreciation, Net Pension Expense and Change in Compensated Absences for the year: In
the Statement of Activities and Governmental Fund Revenues, Expenditures and Changes
in Fund Balance, the adjustment equals the total depreciation for the year reported, plus or
minus the net pension expense and the change in Compensated Absences between the
reporting year and the previous year. This number is supported by the figures in the note
on Long-Term Liabilities. ‘ o

NOTE 2. STEWARDSHIP, C_OMPLI_ANCE AND ACCOUNTABILITY
Excess of Expenditures over Budget:

During ‘201.9, actual expenditures, $S72,0l9, were less than budgeted expenditures of $431,077,
by $140,942. : A ' O
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (continued)
General Fund Deficit

At December 31, 2019, the SWCD*s General Fund did not have a deficit fund balance.
NOTE 3. DETAIL NOTES ON ALL FUNDS

Deposits and Investments

Deposits

In accordance with Minnesota Statutes, the SWCD maintains deposits at those depository banks
authorized by the SWCD, all of which are members of the Federal Reserve System.

Minnesota Statutes require that all SWCD deposits be insured, protected by surety bond or
collateralized, and the market value of collateral pledged must equal 110% of the deposits not
covered by insurance or surety bonds.

Authorized collateral includes all treasury bills, notes, and bonds; issues of U.S. governmental
agencies; general obligations rated “A” or better; revenue obligations rated “AA” or better;
irrevocable standard letters of credit issued by the Federal Home Loan Bank and certificates of
deposit. Minnesota statutes also require that securities pledged as collateral be held in safekeeping
in a restricted account at the Federal Reserve Bank or in an account at a trust department of a
commercial bank or other financial institution that is not owned or controlled by the financial
institution furnishing the collateral. The SWCD does not have any deposit policies that would
further limit deposit choices.

According to Minnesota Statutes, the aggregate of an entity’s time/savings accounts, i.e., savings
accounts, NOW accounts, and time deposits (CDs) with the same depository are insured up to a
total of $250,000. The aggregate of an entity’s demand accounts, i.e., non-interest and interest-
bearing checking accounts are insured up to a total of $250,000 and are insured separately from
the entity’s time/savings deposits. This separate $250,000 coverage for non-interest bearing
accounts only applies if the depository is in the same state as the entity.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the SWCD’s deposits may not
be returned to it. The carrying amount of these deposits at December 31, 2019 was $819,243.

Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations
to the holder of the investment. This is measured by the assignment of a rating by a nationally

recognized statistical rating organization. The investment policy of the SWCD limits their investment
options to those authorized by the State of Minnesota as described above.

21



PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 3. DETAIL NOTES ON ALL FUNDS (Continued)
Concentrations of Credit Risk

The risk of loss attributed to the magnitude of the SWCD’s investments in a single issuer. The
SWCD places no limit on the amount that may be invested in any one issuer.

Investment Policy

The SWCD has an adopted investment policy, conforming to all applicable laws of the State of
Minnesota, which serves as the guide to deposit and investment of operating funds which are
managed within the SWCD’s pooled cash and investment portfolio. This policy sets for the
SWCD’s investment objectives as well as authorized and suitable deposits and investments, and
serves as a guide to proper diversification, maturity constraints, internal controls, and performance
measurement. The foremost objective of the SWCID’s investment program as set forth by the
investment policy is preservation of capital and protection of investment principal. Investment
decisions are made under the assumption that except under limited circumstances, all investments
within the pooled cash portfolio will be held to maturity.

Separate investment policies or agreements may exist to address proceeds from certain bond issues
or debt service funds in accordance with arbitrage rebate requirements.

The SWCD is authorized by Minnesota Statutes to invest idle funds as follows:

a.) Direct obligations or obligations guaranteed by the United States or its agencies.

b.) Shares of investment companies registered under the Federal Investment Company Act of
1940 and whose only investments are in securities described in (a) above.

¢.) General obligations of the State of Minnesota or its municipalities.

d.) Bankers acceptances of United States banks eligible for purchase by the Federal Reserve
System

e.) Commercial paper issued by United States corporations or their Canadian subsidiaries,
rated of the highest quality category by at least two nationally recognized rating agencies,
and maturing in 270 days or less;

f.) Repurchase or reverse repurchase agreements and securifies lending agreements with
financial institutions qualified as a “depository” by the government entity, with banks that
are members of the Federal Reserve System with capitalization exceeding $10,000,000, a
primary reporting dealer in U.S. government securities to the Federal Reserve Bank of New
York, or certain Minnesota securities broker-dealers

2.} Money market funds with institutions that have portfolios consisting exclusively of United
States Treasury obligations and Federal Agency issues.

h.} Guaranteed investment contract (GIC’s) issued or guaranteed by United States Commercial
Banks or domestic branches of foreign banks or United State insurance company and with
a credit quality in one of the top two highest categories.
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
| DECEMBER 31, 2019

NOTE 3. DETAIL NOTES ON AL_L FUNDS (Continued)

The SWCD does not have ahy investmént poiicies that Wéuld further limit investmént choices.
UNEARNED REVENUE - |

Unearned revenue represents tﬁé uﬁeamed advances from the.anes;)ta Board of Water and Soﬂ
Resources (BWSR) and P1pestone County for various programs. Expenditure-driven grant

revenues are recognized when the related expenditures are recorded. Unearned revenue for the
year ended December 31, 2019 consists of:

Balance of BWSR 2020 Capacity Grant -~~~ $126,562

Balance of BWSR 2020 Conservation & Delivery Grant' 18,670

* Balance-of BWSR 2020 Cost-Share Grant. " ", R 15,873
Balance of BWSR 2020 Buffer Cost- Share Grant  © 25,000
" Balance of 2020 NRBG LWM o 15,247
Balance of 2020 NRBG Shoreland .~~~ 2,615
Balance of 2020 NRBG SSTS Funds - L 18,600
Balance of 2020 NRBG WCA o ' 8,778
" Balance of BWSR 2019 Capacity Grant * o : 53,521
Balance of BWSR 2019 Cost-Share Grant 15,873
Balance of 2018 NRBG SSTS Funds 23,491
Balance of 2018 Cost-Share Grant -~~~ . = ' 15,873
Balance of Flood Disaster Phase 3~~~ . 54,051
Balance of BWSR 2018 Capac1ty Grant o 19,490
SR $413,644

COUNTY APPROPRI_ATION .

Breakdown of Couhty Apprroprigt'ion from .PipeStone County;

ANNUAL ALLOCATION : $85,000
SSTS ' 18,600
FEEDLOT MONEY . -~ 50,136
LWM ' - 15,247
wca I | 8,778
'NRBG LEVY S 3,889
DNR SHORELAND 2,615

TOTAL . o o $184,265
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019
NOTE 3. DETAIL NOTES ON ALL FUNDS (Continued)
INVENTORY
Inventory is valued at lower of cost or market using the first-in, first-out method. The cost of
inventories is recorded as expenditures when used (consumption method). The cost of other
consumable materials and supplies on hand are material to the financial statements and the SWCD
has therefore chosen to report these items as inventory this year. As of December 31, 2019,
inventory is $6,142.
CHANGES IN CAPITAL ASSETS

A summary of changes in capital assets for the year ended December 31, 2019 is as follows:

Balance Balance
1/1/19 Additions Deletions 12/31/19

Govermnmental Activities:
Capital Assets Being Depreciated:

Buildings & Improvements 94,750 16,694 111,444
Machinery and Equipment 129,513 1,800 131,313
Furniture and Fixtures 8,219 8,219
Vehicles 49,536 49,536
Total Capital Assets Being
Depreciated 282,018 18,494 300,512
Less Accumulated Depreciation for:
Buildings 28,240 4,720 32,960
Machinery and Equipment 73,597 16,024 89,621
Furniture and Fixtures 4,628 1,348 5,976
Vehicles 47.414 2,123 49,537
Total Accumulated Depreciation 153,879 24215 178,094
Total Capital Assets Being
Depreciated, Net 128,139 : 122,418

Governmental Activity Capital Assets,
Net 128,139 122,418
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 3. DETAIL NOTES ON ALL FUNDS (Continued)
CHANGES IN LONG-TERM LIABILITIES

A summary of changes in long-term liabilities for the year ended December 31, 2019 1s as follows:

Balance Balance Due in
Change in
Compensated One

12/31/18 Absences 12/31/19 Year

Compensated Absences $16,678 $7.783 $24,461 $0
Total Compensated
Absences 16,678 7.783 24,461 0

FUND BALANCE CLASSIFICATION

Nonspendable:
Inventory $ 6,142
Assigned:
Building Fund 95,916
Equipment Reserve 50,000
Operating Reserve 150,000
Seeding Incentive 41,742
Unassigned: 64,882

$408,682
NOTE 4. OTHER INFORMATION

RISK MANAGEMENT

The SWCD is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions, injuries to employees; and natural disasters. The SWCD
participates in the Minnesota Counties Intergovernmental Trust to provide its general liability and
property coverage. The Minnesota Counties Intergovernmental Trust is a public entity risk pool
currently operating as a common risk management and insurance program for participating
Minnesota counties.

Participants of Minnesota Counties Intergovernmental Trust are jointly and severally liable for all
claims and expenses of the pool. The amount of any liability in excess of assets of the pool may
be assessed to participating counties if a deficiency occurs. The Minnesota Counties
Intergovernmental Trust is self-sustaining through member premiums and re-insures through
commercial companies for excess claims. The SWCD is covered through the pool for any claims
incurred but unreported, but retains risk for the deductible portion of its insurance policies.
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 4. OTHER INFORMATION (continued)
RISK MANAGEMENT (continued)

As of December 31, 2019, the SWCD did not have any claims which were probable and
measurable and therefore no liability is recorded in the financial statements presented. The SWCD
has not had any claims which exceeded its deductible during the past three years.

COMMITMENTS AND CONTINGENCIES
Grant Program Involvement

In the normal course of operations, the SWCD participates in various federal or state grant/loan
programs from year to year. The grant/loan programs are often subject to additional audits by
agents of the granting or loaning authority, the purpose of which is to ensure compliance with the
specific conditions of the grant or loan. Any liability for reimbursement, which may arise as the
result of these audits cannot be reasonably determined at this time, although it is believed the
amount, if any, would not be material.

Litigation

The SWCD is party to various legal proceedings, which normally occur in the course of
governmental operations. The financial statements do not include accrual or provisions for loss
contingencies that may result from these proceedings.

While the outcome of the above noted proceedings cannot be predicted, due to the insurance
coverage maintained by the SWCD, the SWCD feels that the settlement or judgment not covered
by insurance would not have a material adverse effect on the financial condition of the SWCD.

NOTE 5. DEFINED BENEFIT PENSION PLANS - STATEWIDE

Plan Description

The SWCD participates in the following cost-sharing multiple-employer defined benefit pension
plans administered by the Public Employees Retirement Association of Minnesota (PERA).
PERA’s defined benefit pension plans are established and administered in accordance with
Minnesota Statutes, Chapters 353 and 356. PERA’s defined benefit pension plans are tax qualified
plans under Section 401 (a) of the Internal Revenue Code.

General Employees Retirement Plan (General Employees Plan (accounted for in the
General Employees Fund}))

All full-time and certain part-time employees of the SWCD are covered by the General Employees
Plan. General Employees Plan members belong to the Coordinated Plan. Coordinated Plan
members are covered by Social Security.
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 5. DEFINED BENEFIT PENSION PLANS —~ STATEWIDE (Continued)

Benefits Provided

PERA provides retirement, disability, and death benefits. Benefit provisions are established by
state statute and can only be modified by the state Legislature. Vested, terminated employees who
are entitled to benefits, but are not receiving them yet, are bound by the provisions in effect at the
time they last terminated their public service.

General Employees Plan Benefits

Benefits are based on a member’s highest average salary for any five successive years of allowable
service, age, and years of credit at termination of service. Two methods are used to compute
benefits for PERA's Coordinated and Basic Plan members. The retiring member receives the
higher of a step-rate benefit accrual formula (Method 1) or a level accrual formula (Method 2).
- Under Method 1, the annuity accrual rate for a Basic Plan member is 2.2% of average salary for
each of the first ten years of service and 2.7% for each remaining year. The annuity accrual rate
for a Coordinated Plan member is 1.2 percent of average salary for each of the first ten years and
1.7% for each remaining year. Under Method 2, the annuity accrual rate 1s 2.7% of average salary
for Basic Plan members and 1.7% for Coordinated Plan members for each year of service. For
members hired prior to July 1, 1989, a full annuity is available when age plus years of service
equal 90 and normal retirement age is 65. For members hired on or after July 1, 1989, normal
retirement age is the age for unreduced Social Security benefits capped at 66.

Annuities, disability benefits, and survivor benefits are increased effective every January 1.
Beginning January 1, 2019, the postretirement increase will be equal to 50 percent of the cost-of-
living (COLA) announced by the SSA, with a minimum increase of at least 1 percent and a
maximum of 1.5 percent. Recipients that have been receiving the annuity or benefit for at least a
full year as of the June 30 before the effective date of the increase will receive the full increase.
For recipients receiving the annuity or benefit for at least one month but less than a full year as of
the June 30 before the effective date of the increase will receive a reduced prorated increase. For
members retiring on January 1, 2024, or later, the increase will be delayed until normal retirement
age (age 65 if hired prior to July 1, 1989, or age 66 for individuals hired on or after July 1, 1989).
Members retiring under Rule of 90 are exempt from the delay to normal retirement.
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 5. DEFINED BENEFIT PENSION PLANS - STATEWIDE (Continued)

Contributions

Minnesota Statutes Chapter 353 sets the rates for employer and employee contributions.
Contribution rates can only be modified by the state Legislature.

General Employees Fund Contributions

Coordinated Plan members were required to contribute 6.50 percent of their annual covered salary
in fiscal year 2019; the SWCD was required to contribute 7.50 percent for Coordinated Plan
members. The SWCD’s contributions to the General Employees Fund for the year ended
December 31, 2019, 2018 and 2017 were $18,833, $18,414, and $17,441, respectively. The
SWCD’s contributions were equal to the required contributions as set by state statute.

Pension Costs

General Employees Fund Pension Costs

At December 31, 2019, the SWCD reported a liability of $193,507 for its proportionate share of
the General Employees Fund’s net pension liability. The SWCD’s net pension liability reflected a
reduction due to the State of Minnesota’s contribution of $16 million to the fund in 2019. The State
of Minnesota is considered a non-employer contributing entity and the stat’s contribution meets
the definition of a special funding situation. That State of Minnesota’s proportionate share of the
net pension liability associated with the SWCD totaled $6,166. The net pension liability was
measured as of June 30, 2019, and the total pension liability used to calculate the net pension
liability was determined by an actuarial valuation as of that date. The SWCID’s proportion of the
net pension liability was based on the SWCD’s contributions received by PERA during the
measurement period for employer payroll paid dates from July 1, 2018, through June 30, 2019,
relative to the total employer contributions received from all of PERA’s participating employers.
At June 30, 2019, the SWCD’s proportion was .0035%, a decrease of .0001 from its proportion
measured as of June 30, 2018.

SWCD’s proportionate share of the net pension liability $193,507
State of Minnesota’s proportionate share of the net pension

Liability associated with the SWCD $ 6,166

Total 199,673

For the year ended December 31, 2019, the SWCD recognized pension expense of $23,338 for its
proportionate share of the General Employees Plan’s pension expense. In addition, the SWCD
recognized an additional $462 as pension expense (and grant revenue) for its proportionate share
of the State of Minnesota’s contribution of $16 million to the General Employees Fund.
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2019
NOTE 5. DEFINED BENEFIT PENSION PLANS - STATEWIDE (Continued)
At December 31.', 2'0.19, the‘.SWCD‘ rf.:p'o‘rt..éd itérpi'dp'oftionafc-share of the General Einployees

. Plan’s deferred outflows of resources and deferred inflows of resources related to pensions from
the following sources:

" Deferred Outflows Deferred Inflows

~ Description I A - of Resources of Resources

Differences Between Expected and Actual Economid'Experiencé - $ 5,368 %
Changes in Actuarial Assumptions L - 15,341
Net Difference Between Projected and Actual Earnings on
Pension Plan Investments o SRR , 22,308
Changes in Proportion ~ - . R - 19,431 4,161
Employer Contributions Subsequent to the Measuremet'l‘tDate"' ‘ - _ 8,152

Totals - e $ 32,951 $ 41,810

$8,152 reported as deferred outflows of resources related to pensions resulting from SWCD
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ended Decetber 31, 2020. Other amounts reported as deferred
outflows and inflows of resources related to pensions will be recognized in pension expense as
follows: : o ' R ‘

o Pension Expense
Year Ended June 30. = Amount
R 2020 © $3,600
. 2021 ($15,546) -
2022 ($5.377)
S 2023 $312

Actuarial Assumptions

The total pension liability in the June 30,2019, actuarial valuation was determined using the.
following actuarial assumptions: . I '

72.50% ple'r. 'yee{r '

Inflation o .
Active Member Payroll Growth 3.25% per year

Investment Rate of Return_ S 7.50% - .

Salary increases were based on a service-related table. Mortality rates for active members, retirees,
survivors, and disabilitants for all plans were based on RP 2014 tables for males or females, as
appropriate, with slight adjustments to fit PERA’s experience. Cost of living benefit increases
after retirement for retirees are assumed to be 1,25 percent per year for the General Employees
Plan. ' :

29 .




PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 5. DEFINED BENEFIT PENSION PLANS — STATEWIDE (Continued)

Actuarial assumptions used in the June 30, 2019 valuation were based on the results of actuarial
experience studies. The most recent four-year experience study in the General Employees plan
was completed in 2019. Economic assumptions were updated in 2018 based on a review of
inflation and investment return assumptions.

The following changes in actuarial assumptions occurred 1n 2019:

General Employees Fund
Changes in Actuarial Assumptions:
e The morality projection scale was changed from MP-2017 to MP-2018
Changes in Plan Provisions:
e The employer supplemental contribution was changed prospectively, decreasing from
$31.0 million to $21.0 million per year. The State’s special funding confribution was
changed prospectively, requiring $16.0 million due per year through 2031

The State Board of Investment, which manages the investments of PERA, prepares an analysis of
the reasonableness of the long-term expected rate of return on a regular basis using a building-
block method in which best-estimate ranges of expected future rates of return are developed for
each major asset class. These ranges are combined to produce an expected long-term rate of return
by weighting the expected future rates of return by the target asset allocation percentages. The
target allocation and best estimates of arithmetic real rates of return for each major asset class are
summarized in the following table:

Asset Class Target Allocation | Leng-Term Expected Real
Rate of Return

Domestic Equity 35.5% 5.10%

Private Markets 25.0% 5.90%

Fixed Income 20.0% 0.75%

International Equity 17.5% 5.90%

Cash Equivalents 2.0% 0.00%

Discount Rate

The discount rate used to measure the total pension liability in 2019 was 7.50%. The projection of
cash flows used to determine the discount rate assumed that contributions from plan members and
employers will be made at the rates set in Minnesota Statutes. Based on these assumptions, the
fiduciary net position of the General Employees Fund was projected to be available to make all
projected future benefit payments of current plan members. Therefore, the long-term expected rate
of return on pension plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.
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DECEMBER 31 2019

Pension Liability Sensitivity

The followmg presents the SWCD proportlonate share of the net pension liability for all plans it
participates in, calculated using the discount rate disclosed in the preceding paragraph, as well as
what the SWCD’s proportionate share of the net pension liability would be if it were calculated
using a discount rate 1 percentage pomt lower or 1 percentage point higher than the current
discount rate: o

1% _Decrease in. |  Discount 1% Increase in
Discount Rate (6.5%) | Rate (7.5%) Discount Rate
. ' ' ' (8.5%) -
Proportionate share ofthe = . o
General Employees Fund net $318,115 $193,507 $90,618
pension liability: ‘

Pension Plan Fiduciary Net Pcsition )

 Detailed information about each pensmn plan s fidumary net posmon is available in a separately
issued PERA financial report that includes financial statements and required supplementary
information. That report may be obtained on the Internet at www.mnpera.org.

NOTE 6 LEASE AGREEMENTS

The SWCD-leases ofﬁce space ﬁ'om the Clty of Plpestonc They signed a 30 month agreement
which expires December 31, 2019. The terms state that the rent per month shall be $850. Under
the current agreement, total rent costs for 2019 were $10,800.

" During December of 2017 SWCD entered into a new lease for office space from the City of
Pipestone, the lease term is for the perlod January 1, 2018 to December 31, 2020. The term states
that the rent per month shall be $850, 900, and $950 for 2018, 2019, and 2020 respectively. Future

minimum lease paymcnts are as follows:

2020 © $11,400
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
| DECEMBER 31, 2019

NOTE 7. RECONCILIATION OF FUND BALANCE TOQ NET POSITION

Governmental Fund Balance December 31 - . § 408,682

Adjustments from Fund Bz-ilaﬁéc o Net Posiﬁtion:

Plus: Capital Assets . - o | 122,418
Plus: Deferred Outﬂows of Resources = : _ 32,951
Less: Long-Term Lisbilities - '_ . “ 217,968
Less: Defen‘cd‘lnﬂdw of Resodjcé_:s S | | | 41.810
NetPositon - - 0§ 304,273

NOTE 8. RECONCILIATION OF CHANGE IN FUND BALANCE TO CHANGE IN
NET POSITION '

ChangeinFundBélénéé e s 4183

Capital Qutlay - S : 18,494
Intergovernmentai Revenue related to Pensions _ 462
Pension Expense | I _ (23,338)

* The costs of capital assets are aﬂocated over the capital
assets’ useful lives at the government-mde level (24,215)

In the statement of activities certain operating expenses
(including compensated absences) are measured by

the amounts earned. - . (8.244)
Change in Net Posmon o N . '_' " L § 498

NOTE 9. OTHER POST-EMPLOYMENT BENEFITS (OPEB)

The SWCD has no llablllty for Other Post-Employment Benefits (OPEB).
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. PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
SCHEDULE OF PROPORTIONATE SHARE OF NET PENSION LIABILITY
PUBLIC EMPLOYEES GENERAL EMPLOYEES RETIREMENT FUND

Employer's . L . Employer's Propertionats Employer's Proportionate
Proportion State's Proportionate Share Share {Amouni) of the Net Sharo of the Net Pension Plan Fidueiary Net -
(12 ge) of the Employer's Proporti ". (Amount)ofthe - Pension Liability and the State's Ewployer's Liability (Asset) as a Positicn as a ’ i
Fiscal Year Net Pension Liability Share (Amount) of the Net Net Pengion Liabikity Proportionato Share of the Covered-Emplayee Porcentage of its Covered- Percentage of the
Ending {Assot) Pension Liability (Asset) {a) Associated with the City (b} Net_Pension Liability {atb) Payroll {c) Employee Payroll {{at+hl/fe)  Tofal ion Liabiti : '
Jung 30, 2019 4.0035% . §$193,507 oL 8,186 o B199,673 h $251,133 T15.51% 39.30% P
Tune 30, 2018  0.0036% . §199,713 Lo 86,519 . -0 $206,232 $238,770 86.37% 79,50%
Tune 30, 2017 . 10035% | $223,438 P X R B | $226,230 Toga4,103 100.95% 75.90%
June 30, 2016 0.0027% §219,227 $£2,826 © $222,65 . §165,143 134.46% 68.90%
Tune 30, 2015 00021% $108,533 . o $0 : . $108,833 : £117,400 2.70% ’ 78.20%

+ Schedule is intended to show 10-yeur trend. Additional years will bo reported as they become available,
**For purposes of this schedule, covered employee payroll is defined as “pensicnable wages”,
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
' SCHEDULE OF CONTRIBUTIONS
PUBLIC EMPLOYEES GENERAL EMPLOYEES RETIREMENT FUND

" Contributions in .~ ' Contributions as a

: Relation to the “Contribution Covered- Percentage of
o Statutorlly Required Statutorily Requ;red " Deficiency Employee  Covered-Employee
Fiscal Year Ending Contribution (a) Contribution (b) - (Excess) (a-b) Payroll {d) Payroll (b/d)
December 31, 2019 - $17,703 . -817,703 : - - $236,040 7.50%
December 31, 2018 $18,414 $18,414 - $245,520 7.50%
December 31, 2017 . $17,441 S $17,441 - b $232,545 7.50%
December 31,2016 - 815964 7 §15.964 e $212,858  7.50%

December 31, 2015 o o%ousL .. 89181 . $122,415 7.50%

 * Schedule is intended to show 10-year trend. Additionial years will be reported ds they become available,
#%For purposes of this schedule, covered employee payroll is defined as "pensionable wages".
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PIPESTONE SOIL AND WATER CONSERVATION DISTRICT
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
DECEMBER 31,2019
‘NOTE 1. DEFINED BENEFIT PENSION PLANS STATEWIDE

General Employees Fund |

2019 Changes
Changes in Actuarial Assumptrons ‘
¢ The morality prOJectlon scale was changed from P- 201 7 to MP-2018
Changes in Plan Provisions
e The employer supplemental contrlbutron was changed prospectlvely, decreasing from $31.0
million to $21.0 million per year. The State’s special funding contribution was changed
prospectlvely, requlrmg $16 0 mllhon due per year through 2031.

2018 C’hanges
Changes in Actuarial Assumptions;
- & The morality projection scale was changed from MP-2015 to MP-2017.
o The assumed benefit increase was changed from 1.00 percent per year through 2044 and 2.50
percent per year thereaf’ter tol 25 percent per year 3

2017 Changes . :
Changes in Actuarial Assumptions: |
' » The Combined Service Annuity (CSA) loads were changed from 0. 8% for active members and
60% for vested and non-vested deferred members. The revised CSA loads are now 0.0% for
active member liability, 15.0% for vested deferred member habrhty and 3.0% for non-vested
. deferred member liability. - -
e The assumed post- _retirement benefit increase rate was changed from 1 0% per year for all years
to 1. O% per year through 2044 and 2.5% per year thereaﬁer

2016 Changes
Changes in Actuarial Assumptlons : : : : -
*  The assumed post- -retirement beneﬁt increase rate was changed from 1.0% per year through 2035
and 2.5% per year thereafter to 1.0% per year for all future years.
» . The assumed investment return was changed from 7.9% to 7.5%. The single dlscount rate was
changed from 7.9% to 7.5%. :
e  Other assumptions were changed pursuant to the experlence study dated June 30, 2015. The
assumed future salary increases, payroll growth, and inflation were decreased by 0.25% to
- 3.25% for payroll g:rowth and 2.50% for mﬂatlon

2015 Changes
Changes in Plan Provisions:

e On January 1, 2015 the aneapohs Employees Retirement Fund was merged into the General
Employees Fund, which increased the total pension liability by $1.1 billion and increased the
fiduciary plan net position by $892 m1lllon Upon consohdatlon state and employer
contributions were revised. - :

Changes in Actuarial Assumptlons

e The assumed post-retirement beneﬁt increase rate was changed from 1.0% per year through 2030
and 2.5% per year thercafter to 1.0% per year through 2035 and 2.5% per year thereafter.
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INDLPENDENT AUDITOR’S REPORT ON INTERNAL CONTROGL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED Ol AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACLC‘*RDAN CE WITH GGVEI{NMENTA UDITIN G STAN DARDS ‘

Govermng Board :
 Pipestone Soil and Water Conservanon Di “tl‘]Ct
Plpestone Minnesota

We have audited, in accordance with the auditing stanidards generally 'aCc,epted ir the United States,
of Americe and the standards applicable to-financial audits contained in Governrien: Audifing
Standards issued by the Comptroller General of the United States, the financial %tatcmcnts of the
‘ governmenial activities, and the general fund- information of; the, Pipestene: Soil and, Warer
-+ Cornservaticn District, P1pestone Minnescta as of and for the year ended December 3 1. 2019, and
" the related sotes to the financial statements, which cotlectively comprise the Plpustonu Soil and
Water Conservation IMstrict, Pipestone, Minaesota’s basic financial statements, and hﬂVu tssued

cur report thereon dated January 25, 2021, :

Internal Cuntmh. Over Fiﬁam:ial Repor&ing :

fn planning and perfomnng our andit of the ﬁnamlal statemente we considerad the Pipestona Soil.
and Water Conservation District, Pipestone, Mirnesota’s interfial control over financia} repa sriing
(internal control) to defermine the audit prs)cedures that are appropriate in the circurastances for
the purpose of exprs‘asmg our opinions on the financial siatements, but not for the purpose of
- expressing an opinion on the etfectiveness of the Plpeﬁtone‘ Seil und Waier Com.@:vatlun District,

Pipéstone; Minnesota’s internal umtml Accordingly, "we do”not express an opinion on the
effectiveness of the Pipestone Sml and Water Conservation ])1st110t Pipesmne,. Mn1ne°oia s
internal contmi

A deficiency in internal control exists when the design or oparation of a control does riot allow
managemant or employees, in the nermal course of pertonnmg their assigned fingtions, 10 prevent,
or-detect and cotrect missfatemants on a timely husis. A material weaknessis s deficiency, or a
combination of deficiencies, in internal contral such that there is & reasonable possibility +heu a _
misstaternent of the entity’s financial state ments will not be prevemed or’ . . !
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Pipestone Soil and Water Conservation' District
Pipestone, Mlnnesota R
Page 2

detected and corrected on a timely basis. A signifi icant def czency is a deficiency, ora combmatlon
of deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charge with governance

Our consideration of mternal control was for the hmlted purpose described in the preceding
paragraph of this section and was not desrgned to identify all deficiencies in internal control that
might be material weaknesses or significant deficiencies and therefore, material weaknesses or
31gn1ﬁcant deficiencies may exist that have not been identified. We did identify certain deficiencies
-in mternal control, described iz the accompanying schedule of findings and recommendations that
we con31der to be matenal weaknesses (2019 1) and (2019-2) prior and current

.Comphance and Other Matters

As part of obtalmng reasonable assurance about whether Prpestone Soil and Water Conservation
District, Pipestone, Minnesota’s financial statements are free from material misstatement, we
" performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with- which could have a direct and material effect on the
determination of financial statement amounts, However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not express such an

opinion. The results of our tests disclosed no instances of noncompliance or other maiters that are
requlred to ‘oe reported under Government Audztmg Standards

anesota Legal Complrance :

The anesota Legal Compltance Audzt Gmde for Polmcal Subdzv:s:ons promulgated by the State
Auditor pursuant to Minn. Stat. §6.65, contains seven categories of compliance to be tested:
contracting and bidding, deposits and investments, conflicts of interest, public indebtedness,
claims and disbursements, miscellaneous provisions and tax increment financing. Qur audit
considered all of the listed categories except tax increment financing because these prov1srons do
- not apply to Plpestone Soil and Water Conservat1on Dlstrrct '

In connectlon w1th our audlt nothlng came to our attention that caused us to believe that Pzpestone
Soil and Water Conservation District, Pipestone, Minnesota failed to comply with the provisions
of the Minnesota Legal Compliance Audit Guide for Political Subdivisions. However, our audit
was not directed primarily toward obtaining knowledge of such noncompliance. Accordingly, had
we performed additional procedures, other matters may have come to our attention regarding
Pipestone Soil and Water Consetvation Drstrrct Plpestone anesota s noncompliance with the
above reference provisions. : -
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Pipestone Soil and Water Conservation Dist.ric.t’_s Response to the Findings

The Pipestone Soil and Water Conservation District, Pipestone, Minnesota’s response to the
findings identified in our audit is described in the accompanying schedule of current and prior
audit findings and recommendations. . The Pipestone Soil and Water Conservation District,
Pipestone, Minnesota’s response was not subjected to the auditing procedures applied in the audit
‘of the financial statements and, accordingly, we express no opinion on it. ‘ '

| Purpose of this Report

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

Meulebroeck, 'Ilé.ﬁbert & Co., PLLP LR ‘
Certified Public Accountants : -
- Pipestone, Minnesota ‘

January 25, 2021
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PIPESTONE SOIL AND WATER CONSERVATION DISTRiCT
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
DECEMBER 31 2019

PRIOR FINDINGS

2016-1 Finding: A matertai weakness was reported due to lack of segreganon of duties within the SWCD.
This ﬁndmg continues to exist as Finding 2019- 1

CURRENT FINDINGS -

2019-1 Finding: Segregation of dutles
Condition: The SWCD has llmlted personnel avaliable to perform accounting dutles

Criteria: Internal eontrols should be in plaoe that prov1des reasonable assurance that a proper
segregation of duties has been established.

Cause: 'The SWCD hasa limited nmnber of aeeotmting personnel. .

" Effect: Asa result of laek of segregat;on personnel are performmg duties which, for mternal control
purposes, should be performed by a separate individual.

Recommendation: This is not unusuai in SWCD s of this size. The SWCID¥s board should be aware
of this condmon and monitor dutles of SWCD personnel

Response. The SWCD concurs w1th the reeommendatlon The SWCD’s board will monitor duties.

2019-2-Finding: Laok of expertlse by SWCD personnel to prepare financial statements in accordance with
generally accepted accounting principles.

Condition: The SWCD personnel lack the expertise to prepare financial statements in accordance
with generally accepted accounting prmc1ples

Criteria: Interna] controis__should _be in place that provide reasonable assurance that financial
 statements are prepared in accordance with generally accepted accounting principles.

Effect: SWCD personnel‘ that lack the neeeésary expertise are responsible for financial statements
required to be prepared in accordance with genera]ly aecepted aecountmg principles.

Reeommendatlon The SWCD should provide personnel w:th adequate training to develop expertise
to prepare ﬁnanelal statements in accordanee w1th generally accepted accounting prmmples

Response This is not unusual i ina SWCD of this size. It is economically infeasible for the SWCD to
provide the necessary training for personnel to acquire and maintain this expertise. The SWCD will
continue to have the auditing firm prepare the ﬁnanela! statements and will have a review of the
statements with the auditor.
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