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MARTIN L. GUINDON. CPA
AUDITOR GENERAL

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Governing Board
Municipality of Deadwood
Deadwoad, South Dakota

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Govemment Auditing Standards,
issued by the Comptroller General of the United States, the financial statements of the govermmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information of
the Municipality of Deadwood, South Dakota (Municipality), as of December 31, 2013 and for the year
then ended, and the related notes to the financial statements, which collectively comprise the
Municipality’s basic financial statements and have Issued our report thereon dated October 20, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Municipality's internal
control over financial reporting (intemal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Municipality's intemnal control. Accordingly,
we do not express an opinion on the effactiveness of the Municipality's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A matenial weakness is a deficiency, or combination .
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement

of the Municipality’s financial statements wiil not be prevented, or detected and corrected on a timely

basis. A significant deficlency is a deficiency, or combination of deficiencies, in internal control that s less
severe than a material weakness, yst important enough to merit attention by those charged with
govemnance. . '

Our consideration of internal control was for the imited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in intemnal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified. :



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality's financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, and contracts, noncompliance with which could have a direct and material effect on the
determination of financiai statement amounts. However, providing an opinich on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internai control and compliance
and the resuilts of that testing, and not to provide an opinion on the effectiveness of the Municipality's
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose. As required by South Dakota Codified Law
4-11-11, this report is a matter of public record and its distribution is not {imited.

S

Martin L. Guindon, CPA
Auditor General

October 20, 2014



MUNICIPALITY OF DEADWOOD
SCHEDULE OF PRIOR AND CURRENT AUDIT FINDINGS

SCHEDULE OF PRIOR AUDIT FINDINGS
Prior Audit Findinge:
The prior audit report contained no written audit findings.
SCHEDULE OF CURRENT AUDIT FINDINGS
Current Audit Findings: |

There are no written current audit findings to report.
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INDEPENDENT AUDITOR'S REPORT

Governing Board
Municipality of Deadwood
Deadwood, South Dakota

Report on the Financlal Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Municipality of
Deadwood, South Dakota (Municipality), as of Decembar 31, 2013 and for the year then ended, and the
related notes to the financial statements, which collectively comprise the Municipality’s basic fi nancial
statements as listed in the Table of Contents.

Management’s Responsibility for the Financial Statements

The Municipaiity's management is responsible for the preparation and fair presentation of these financial
statements ih accordance with accounting principies generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal controls relevant to the preparation
and fair presentation of financial statements that are free from material misstatements, whether due to
fraud or error,

Auditor’s Responsibllity

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepled in the United States of
America and the standards applicabie 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or

- errot. In making those risk assessments, the auditor considers internal control relevant fo the
Municipality'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 expressrng an opinion on
the effectiveness of the Municipality's internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reagsonableness of
significant accounting estimates made by management, as well as evaluating the overail presentation of
the financial statements.




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

Opinions

In oir opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Municipality of Deadwood as of December 31, 2013,
and the respective changes in financial position and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generaily accepted in the United States of America require that the Budgetary
Comparison Schedules on pages 38 through 41 be presented to supplement the basic financial
-statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historicat context.
We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inguiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information baecause the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

The Municipality has omitted the Management's Discussion and Analysis (MD&A) that accounting
principles generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it fo be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. Our opinion on the basic financial statements is not affected
by this missing information.

Other Reporting Required by Government Auditing Standards

In accardance with Government Auditing Standards, we have also issued our report dated October 20,
2014 on our consideration of the Municlpality's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and other matters. The purpose of that
report is to describa the scope of our testing of intermnal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial reporting -
or on compliance. That report is an integrai part of an audit performed in accordance with Government
Auditing Standards in considerigg the Municipality’s internal control over financial reporting and
compliance.

Martin L. Guindon, CPA
Auditor General

October 20, 2014




ASSETS: .

Cash and Cash Equivalents

investmants

Accounts Recelvable, Net

Restricted Assets:
Cash and Cash Equivalents
Investments

Deposits

Capital Assets:
Land and Construction in Progress
Other Capital Assets, Net of Depreciation

TOTAL ASSETS

LIABILITIES:
Accounts Payable
Cther Current Liabilities
Noncurrent Liabilities:
Due Within One Year
Due in More than One Year

TOTAL LIABILITIES

NET POSITION:
Net investment In Capital Assets
Restricted For: (See Note 9)
Historic Preservation Purposes
Revolving Loan Purposes
Debt Service Purposes
Insurance Reserve Purposes

Permanentty Restricted Purposes-Nonexpendable
Permanently Restricted Purposes-Expendable

Cther Purposes
Unrestricted

TOTAL NET POSITION

MUNICIPALITY OF DEADWOOD

STATEMENT OF NET POSITION
Decambar 31, 2013
Primary Government
Governmaental Busineas-Type
Activities Activities Total
$ 1148416887 $ 2,892,78518 § 14,376,954.05
17,528,988.04 17,528,988.04
4,017,850.80 53,432.52 4,071,283.32
153,630.53 _ 153,630.53
3,510,330.76 260,500.00 3,770,830.76
125,910.55 125,910.55
4,423,032.73 229,865.21 4,652,807 94
38,302,355.54 15,407,924.63 53,710,280.17 .
$ 7954826782 $ 1884450754 _§ 98,300,775.36
$ 24330734 § 3620877 § 27951611
57,515.66 33,317.28 90,832.92
2,698,613.27 410,507.28 3,109,120.55
24,750,318.07 1,488,162.19 26238,478.28
$§_27749752.34 $ 196819550 § 20,717,947.84
$ 2160007037 $ 1402328884 $ 35623,380.21
15,715, 712.73 15,715,742.73
8,638,132.53 8,838,132.53
871,261.29 378,389.58 1,248,650.87
125,910.55 125,910.55
50,000.00 50,000.00
28,144.12 28,144.12
2,336,613.60 2,336,613.60
4,432.670.29 __247463282 8,907,302.91
$ 5170651548 $ 1687631204 § 68.672827.52

The notes to the financlal statements are an integral part of this statament.




“TTLT0TL000 & FOCICOIBBL § 6rSIS96LIS § -

TUBUSIELS S JO MG [ UG QU SIUGWIIGS BIXAUY B O) SH0U I

ONIONE - NOLUISOd L3N
0L0SLPIO WY O eey 850} 00 ¥09'455 15 Gunnnfiog - uoIsod JoN
299.0'08 CTR FAR TN e8'0%R'eT UORISO 19N Ul BBuBYD
SrEb'OLLEL TiTe0Ee STITVIRLE SIBISULI] PUE SBNURATY BRLUGE) [EI0

000 DY IEG L0 ToFieseow RIS
19E85" 281 00°05Z'62 19°5682'98 BIIBASY ENOMLBINOSIA
Z6e0'aeE SLOSZ'9 LLPPEBE SOUILLTS JUGURSAL] DROUISARIN
88'seg'sl 'L e8EES'BLL . SONUBABY PelByS aiENg
81EL8'C80'} slL'81a'eel't ¥E§ UoNEdnaoD sseulsng
ITE8LT66'T IEERLTG8'T 99xE | SB{ES
ESTIO'BLY'L B8 ZTHO'BIFE soe) Apedald

. e
'SINUAASY |RIOILSE)
9 I8L1S0EL) €'112'825) Uz arezee'T)) £T°080 v8i £ 85'BLLE6l $ GZLLE756) § LOIGGIECSE B

Eiz'6es) tlic 6es) 00°0 00°000"GY 000 61'88Z'885 99°605'¢01'T
(€9 i£000) TFL50'06) Bl ool eor ZroLlTis
{£5620'652) (25°629's52) 00°000'¥ o ERL'SLY goelg'aLL
oz res'e) (o2 vas'e) ez vel'es PFUBL'EE
srozr'ze) (arozy'zy) ZH'e0L'ER «leeTl'al
(za'805'L61) (Z5'808" 161} BT EEsRTD B4 268'85L
2'ass e Tir 000 LT as'mseH £2'080'6€1 69'9.2'26) 90°'8E0'¢6E Iiveier
qnlu.._.oq.h:.: @I OOV ZEL 1) TSRO0OY LI Y
(vzoLo'vze's) ($ZoL0'w28')) 0oL L) »08L'588'L
(29842750} (Ze8L2'va0'y) £2°080'6E1 #6°091°0F} . ¥ose'eoL ELYET Iy
{&toeod) {E1'980'2) £1'989T
(p8'8.2058°2) (voniz'058'T) OEIo'ES LT R¥] o) SH'G0L'028'2
(eceew'aso’) (soeee'se0's) 56'240'at BTLES'IELL
(gress'ssl’t) § ¢ (eLees'sei'y) ¢ $ $ LEw'ss $ OLveresEL $

0L NIV SARY SUORDQIGUOD SUORNQLINGD SO0 sosuedxn
odAL-ssoujsng -[EUBUILMMOS Pl spueIn PUE SURID Joj saBreys
THHUILISAOS) AlRWiid PExden Bupeseds
UORINOG MN Uf SeBURYY) Sonuaasy WEIBald
pue snueasy (esuedc) e

€LOT ‘LT J0qUIaI8q PApUS TR0 M3 Jod
SMUALLDY 4O LNIWILVLS
AOOMOY3A S0 ALNTVCIDINDN




welepne a1y ;o ped [RIbelU UB AIR SUSLIAMNS (BIOUBLY O} Of SAR0U BU [

- i
“SG6l30Z89c § 06000909 §  ECPISZESS S OLctlEstre § SIONVIVE NN ANY S308N0STY
40 SMOTENI A3H4H3330 'SLLNIEYN VLOL
I6ZBISIE 9E 60L19GI9¢ £G 21 OE0 8 ZZ 22} G068l FOLEB6T seoleeq pund RIOL
26 226 506 9 26265069 paubisseun
¥GPE0'8E0'L ¥5'Z98'201 00'222'986 poutissy
06'60.2'¥68 62 S1'S6T'ETS'T £57E1'080'9 ZTTI'506'8) 00°00Z'05E pepiInsey
S50L6'SLL 00°000'06 S5016'5Z1 sigepusdsuoN -
{1 "1 %N 995} :seouseg pund
YOEL8 Y YoCIEY s L AUodoid-enusney eqeraeun
1992UN0SHY (0 SMOPU] PSS
00 £28'005 ZZ 6120l 0T LEe L ¥6Z80'9G 1 86021 eCt SomiIcer) fBoL
WEIGLG \6ZEv D YGErG ¥ 1ZEE5 9% “iqeked sebep poniooy
¥E LOS'EVE $ oTeest ¢ omlsgl $ OFEFsLSE S BlSe5'9s & ageieg SWN0dY
:sampgen
:SIINVIVE ANNd ANY S3OUN0STY
40 SMOTNI ONI4340 ‘STITIEVT
i - T i
556/810289¢ §  069c8G89C § EC¥ISZc08 §  OLGIZIG0BE §  ObCIcocrs $ S139SVY TVIOL
SS0L6'SCH E susadag
SL0SE0N5'S 8L°0EL'0BL'E 00°002'0€ NUSUGSEAU| PO
£5°0E9'ESH gs'0ea'csl URAIND Yse pue yseD paloissey
21er'yl Zoiar'y {5 SION 995) SHQEAESFY $90-] BYe] pue Isuow|
96'055'68 £L°00F'CL ¥8'645°02 6£7986'65 YUILILISADS) SIEIS WOy 3ng
66485 128'C 6eL87'1468' (g 3ION 99S) SOUBAONTY jO JaN "SiqEAIBOEY SHON
SL'9ESET §1'9e5'eZ BIqEASORY FUSWSSESSY [Epeds
YOSLO'FE 00°'985') PO 22V'Z 18N '9|qeAIB08Y SHINCIoY
vaeis'y poSIE'Y JueNbUIG—DjBAIoaY SaXE )
#0°986'425°2) 0EZTE8'POS 00°000'005'2) YL '5S1'VES'Y SquSuAEaAU|
I9BOL'PEKLL § OGER0CerZ § ZOTIS'OMZ'E § 06'805°088'E ¢ vITOlcEs’e  $ sjuefesnba yses pue ysed
BLISEY
spuny spund pung pung pungj
[EJUBURLIBACD [EJUSLHLIBADE) ueon uopEAIesSald pue ferauag)
0L o0 Bunjorey UOREIOISEN JUOTRH
£10Z ‘1¢ JAquieoed
SONNZ TYANINNNIAODD

LSEHS 3ONYIVE
QJOOMAVIQA J0 ALIMTVIIDINNW




MUNICIPALITY OF DEADWOOD
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position
December 31, 2013 '

Total Fund Balances - Governmental Funds $ 36515,182.91

Amounts reported for governmental activities in the Statement
of Net Position are dlfferent because:

Capital assets used in governmental activities are not 42 725,388.27 -
financial resources and therefore are not reported in
the funds.

Long-term liabilities, includihg bonds payable .and accrued (27,448,929.34)
leave payable, are not due and payable in the current
period and therefore are not reporied in the funds.

Assets such as taxes receivable (delinquent) and 4.873.64
special assessment receivables (current, delinquent,

and deferred) are not available to pay for current period

expenditures and therefore are deferred in the funds.

Net Pasition - Governmental Activities - $ 51 ,796;515.48

The notes to the financial statements are an integral part of this statement.
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MUNICIPALITY OF DEADWOOD

Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balances to the Statement of Activities

For the Year Ended Deceamber 31, 2013

Net Change in Fund Balances - Total Governmental Funds

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

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

In the Statement of Activities, losses of $8,125.75 on

disposal of capital assets are reported, whereas, in the
governmental funds, the proceeds $204,859.00 from the
disposal of capital assets are reflected, regardless of whether a
gain or loss is realized.

Reclassification of TIF #9 - Optima LLC prior construction in
progress to public works expenditures do not result in a
capital asset of the Municipality.

Repayment of bond principal is an expenditure in the
governmental funds, but the repayment reduces long-term
liabilities in the Statement of Net Position.

The issuance of long-term debt is an other financing source in
the fund statements but an increase in long-term liabilities on the
government-wide statements. .

The fund financial statement governmental fund property tax
accruals differ from the government-wide statement property
tax accruals in that the fund financial statements require

the amounts to be "available."

Governmental funds do not reflect the change in accrued
leave, but the Statement of Activities reflects the change

in accrued leave through expenses.

Changs in Net Position of Governmental Activities

The notes to the financial statements are an Integral part of this statement.
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$  (100,108.11)

(565,090.34)

(212,784.75)

(863,859.85)

2,353,855.39

(360,787.61)

(6,721.08)

(6,752.67)

$ 238,850.98
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MUNICIPALITY OF DEADWOOD
STATEMENT OF FIDUCIARY NET POSITION

December 31, 2013
Agency
Funds
ASSETS:

Cash and Cash Equivalents $ 52,238.12
TOTAL ASSETS | $ 5223012
LIABILITIES;

Amounts Held for Others $ 52,239.12
TOTAL LIABILITIES 3 52!239.12

The notes to the financial statements are an integral part of this statement.
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MUNICIPALITY OF DEADWOOD
NOTES TC THE FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a.  Financial Reporting Entity:

The reporting entity of the Municipality of Deadwood (Municipality) consists of the primary
government (which inciudes all of the funds, organizaticns, institutions, agencies,
departments, and offices that make up the legal entity, plus those funds for which the primary
government has a fiduclary responsibility); those organizations for which the primary
government is financially accountable; and other organizations for which the nature and
significance of their relationship with the primary government are such that their exclusion
would cause the financial reporting entity's financial statements to be misleading or
incomplete.

b.  Basis of Presentation:
Government-wide Financial Statoments:

The Statement of Net Position and Statement of Activities disptay information about the
reporting entity as a whole. They include all funds of the reporting entity except for fiduciary

. funds. The statements distinguish between governmental and business-type activities.
Governmental activities generally are financed through taxes, intergovernmentel revenues,
and other non-exchange. revenues, Business-type activities are financed in whele or in part
by fees charged to external parties for goods or services.

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

Fund Financial Statements:

Fund financial statements of the reporting entity are organized into funds, each of which is
congidered to be a separate accounting entity. Each fund is accounted for by providing a
separate set of self-balancing accounts that constitute its assets, liabllities, fund equity,
revenues, and expenditures/expenses. Funds are organized into three major categories:
governmental, proprietary, and fiduciary. An amphasis is placed on major funds within the
governmental and proprietary categories. A fund is considered major if # is the primary
operating fund of the Municipality or it meets the following criteria:

1. Total assets, liabilities, revenues, or expenditures/expenses of the individual
governmental or enterprise fund are at least 10 percent of the cormesponding total for all
funds of that category or type, and

2. Total assets, liabilities, revenues, or expenditures/expenses of the individual
governmental or enterprise fund are at least 5 percent of the cormesponding total for all
governmental and enterprise funds combined, or

3. Management has elected to classify one or more governmental or enterprise funds as
major for consistency in reporting from year to year, or because of public interest in the
fund's operations. o
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The funds of the Municipality financial reporting entity are described baelow:

Governmental Funds:

General Fund - The Genaeral Fund is the general operating fund of the Municipality. 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 to be a major fund.

Special Revenue Funds — Special revenue funds are used to account for the proceeds of
specific ravenue sources (other than trusts for individuals, private organizations, or other
governments or for major capital projects) that are legally restricted to expanditures for
specified purposes.

Historic Preservation and Restoration Fund — to account for a special fund within the
Municipality financed from state shared gaming revenue to be expended for loans,
grants, and purchases for historical restoration and preservation. (SDCL 42-7B-48) This
is a major fund, :

Revolving Loan Fund -- to account for historic restoration and preservation loans made to
private individuals and businesses for historic preservation purposes. Loans are to be
repaid over a period of years. This is a major fund.

The remaining special revenue funds are not considered major funds: Library, Bed and
Booze, Business Improvement Districts #1 — #8, Business Improvement District #7 ~
Cccupancy Tax, and Rubble Site. These funds are reported on the fund financial
statements as “Other Governmental Funds.”

Debt Service Funds — Debt service funds are used fo account for the accumulation of
resources for, and the payment of, general long-term debt principal, interest, and refated
costs, _

The Tax Increment Financing District #5 (Lodge at Deadwood), Tax Increment Financing
District #7 (First Gold), Tax Increment Financing District #8 (Stage Run Development),
and Tax increment Financing District #9 (Cadillac Jack’s — Optima LLC) debt service
funds are reported In aggregate in the Other Governmental Funds column on the fund
financial statements. These are not major funds.

Capital Projects Funds — Capital projects funds are used to account for financial resources to
be used for the acquisition or construction of major capital facilities (other than those financed
by proprietary funds or trust funds for individuals, private organizations, or other
governmentis). '

The St. Ambrose Cemetery Capital Projects Fund is reported in aggregate in the Other
Governmental Funds column on the fund financial statements. This is not a major fund.

Permanent Funds — Permanent funds are used to report resources that are legally restricted
to the extent that only earnings, and not principal, may be used for purposss that support the
Municipality's programs—that Is for the benefit of the Municipality and its citizenry.

Oakridge Cemetery Perpetual Care Fund — to account for the payments received for
perpetual care of cemeteries which is permanently set aside and for which only the
income from the trust fund investments is used for the care and maintenance of the
cemetery. (SDCL 9-32-18) This Is not a major fund.
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Proprietary Funds:

Enterprise Funds — Enterprise funds may be used to report any activity for which a fee is
charged fo external users for goods or services. Activilies are required to be reporied as
enterprise funds if any one of the following criteria is met. Governments should apply each of
thase critaria in the contex! of the activily’s principal revenue sotrces.

a. The activity is financed with debt that is secured solely by a pledge of the net
revenues from fees and charges of the activity. Debt that is secured by a pledge
of net revenues from fees and charges and the full faith and credit of & related
primary government or component unit—even if that government is not expecied
fo make any payments—is not payable solely from fees and charges of the
activity. (Some debt may be secured, in part, by a portion of its own proceeds
but should be considered as payable "solely” from the revenues of the activity.)

b. Laws or regulations require that the activity's costs of providing services,
including capital costs (such as depraciation or debt service), be recovered with
feas and charges, rather than with taxes or similar revenuss.

c The pricing policies of the activity establish fees and charges designed to recover
its costs, including capital costs (such as depreciation or debt servica).

Water Fund - financed primarily by user ¢charges this fund accounts for the construction
and operation of the municipal waterworks system and related facilities. (SDCL 9-47-1)
This is a major fund. : ‘

Sewer Fund - financed primarily by user charges this fund accounts for the construction
and operation of the municipal sanitary sewer systam and related facilities. {SDCL 9-48-
2) The Municipality has elected {o report as a major fund.

Mt. Moriah Fund — financed primarily by user charges this fund accounts for operation
and maintenance of tha cemetery. This is a major fund.

Parking and Transportation Fund — financed primarily by user charges this fund accounts
for the operation and maintenance of the parking lots and trolley operation. The
Municipality has elected to report as a major fund.

Broadway Parking Ramp Fund - financed pﬁman’ly by user charges this fund accounts
for the operation and maintenance of the parking ramp. This is a major fund.

Fiduciary Funds:

Fiduciary funds consist of the following sub-category and are never considered to be major
funds:

Agency Funds — Agency funds are custodial in nature (asseis equal liabiiities) and do not
involve measurement of results of operations. Agency funds are used te account for the
accumulation and distribution of sales tax owed the state, cily nickel slot fees owed the state,
and various contributions and donations for the DARE program.

Measurement focus is a term used to describe *how" transactions are recorded within the
various financial statements. Basis of accounting refers to “when” revenues and

. expenditures or expenses are recognized in the accounts and reported in the financlal
statements, regardless of the measurement focus.
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Measurement Focus:
Governmani-wide Financial Statements:

In the government-wide Statement of Net Position and Statement of Activities, both
governmental and business-type activities are presented using the economic resources
measurement focus, applied on the accrual basis of accounting.

Fund Financial Stataments:

In the fund financial statemsnts, tha “cument financial rescurces” measurement focus and the
modified accrual basis of accounting are applied to govemmental fund types, while the
"economic resources” measurement focus and the accrual basis of accounting are applied to
the proprietary and fiduciary fund types.

Basis of Accounting:

Government-wide Financlal Statemenis:

In the government-wide Statement of Net Position and Statement of Activities, governmental
and business-type activities are presented using the accrual basis of accounting. Under the
accrual basis of accounting, revenues and related assets are recorded when earned {usually
when the right to receive cash vests); and, expenses and related liabilities are recorded when
an obligation is incurred {usually when the obligation to pay cash in the future vests),

Fund Financial Statements: '

Alt governmental fund types are accounted for using the modified accrual basis of -
accounting. Their revenues, including property taxes, are recognized when they become

measurable and available. “Avallable” means resources are collected or to be collected soon \

enough after the end of the fiscal year that they can be used to pay the bills of the current
period. The accrual period for the Municipality is 30 days. The revenues which are accrued
at December 31, 2013, are sales tax, state shared revenue, gaming revenue, utility and
garbage services, and business improvement district assessments.

Under the modified accrual basis of accounting, receivables may be measurable but not
available. Available means collectible within the current period or soon enough thereafter to
be used to pay liabilities of the current period. Reported deferred revenues are those where

asset recognition criteria have been met but for which revenue recognition criteria have not

been met.

Expenditures are generally recognized When the related fund liability is incurred. Exceptions
to this general rule include principal and interest on general long-term debt which are
recognized when due.

All proprietary and fiduciary fund types are accounted for using the accrua basis of
accounting. Their revenues are recognized when they are earned, and their expenses are
recognized when they are incurred.

Peposits and Investments:

For the purpose of financial reporting, “cash and cash equivalents” includes all demand and
savings accounts and certificates of deposit or short-term investments with a term to maturity
at date of acquisition of three months or less. Investments in open-end mutual fund shares,
or similar investments in external investment pocls, are aiso considered to be cash
equivalents.

20



is

- Investments classified in the financial statements consist primarily of certificates of deposit

whose term to maturity at date of acquisition exceeds three months, and/or those types of
investment authorized by SDCL 4-5-6.

Capital Assets:

Capital assets include land, buitdings, machinery and equipment, and all other tangible or
intangible assets that are used in operations and that have initial useful lives extending
beyond a single reporting period. Infrastructurs assets are long-lived capital assets that
normally are stationary in nature and normally can be preserved for significantly greater
number of years than most capital assets.

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

Govamment—w!de Financial Stetements;

Capital assets are recorded at historical cost, or estimated cost, where actual cost could not
be determined. Donated capital assets are valued at their estimated fair value on the date
donated. Reported cost values include ancillary charges necessary to place the asset into its
intended location and condifion for use. Subsequent to initial capitalization, improvements or
betterments that are significant and which extend the useful life of & capital asset are also
capitalized.

The total December 31, 2013 balance of governmental activities capital assets includes
approximately 1.48 percent for which the costs were determined by estimates of the original
costs. The totat December 31, 2013 balance of husiness-type capital assets are all valued at
original cost. Esfimated original costs were established by reviewing applicable historical
costs of similar items and basing the estimations thereon.

Infrastructure assets used in general government operations, consisting of certain
improvements other than buildings, including roads, bridges, sidewalks, drainage systems,
and lighting systems, acquired prior to January 1, 1980, were not required to be capitalized
by the Municipality. Infrastructure assets acquired since January 1, 1980 are recorded at
cost, and classified as “Improvements Other Than Buildings.”

For governmental activities Capital Assets, construction-period interest is not capitalized, in
accordance with USGAAP, while for capital assets used in business-type
activities/propriatary fund’s operations, constructlon period interest is capitalized in
accordance with USGAAP.

Depreciation of all exhaustible capital assets is recorded as an allocated expsnse in the
govermnment-wide Statement of Activities, except for that portion related to comman use
assets for which allocation would be unduly complex, and which is reported as Unallocated
Depreciation, with net capital assets reflected in the Statement of Net Position. Accumulated
depreciation is reported on the government-wide Statement of Net Position and on the
proprietary fund’s Statement of Net Position.

Capitalization thrasholds (the dollar vaiues above which asset acquisitions are added to the

capital asset accounts), depreciation methods, and estimated useful lives of capita assets
reported in the government-wide financial statements and propriatary funds are as follows:
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Capitalization Depreciation Estimated

Threshold Method Useful Life
Land and Land Rights All Land —N/A—— wemereeNIA—
Imp[ovements Other Than Buildings $25,000 Straight-line 10-25 years
Buildings $50,000 Straight-line 20-150 years
Machinery and Equipment ) $ 5,000 Straight-line 5-50 years
Infrastructure $25,000 Straight-iine . 20-50 years
Utility Property and Improvements $25,000 Straight-line 10-50 years

Land is an inexhaustible capital asset and is not depreciated.
Fund Financial Staternents:

In the fund financial statements, capital assets used in governmental fund operations are
accounted for as expenditures of the appropriate governmental fund upon acquisition.
Capital assets used in proprietary fund operations are accounted for on the accrual basis, the
same as in the government-wide financial statements,

Long-Term Liabilities:

The acoounfing treatment of long-term liabilities depends on whether the assets are used in
governmental fund operations or proprietary fund operations and whether they are reported in
the government-wide or fund financial statements.

All long-term liabllities to be repaid from governmental and business-type resources are
reported as Habilities in the government-wide financial statements. The long-term liabilities

. primarily consist of certificates of participation, revenue bonds, financing (capital acquisition)
leases, tax increment financing leases and notes, and compensated absences.

In the fund financial statements, debt proceeds are reported as revenues (other financing
sources), while payments of principal and interest are reported as expenditures when they
become due. The accounting for proprietary fund tong-term debt is on the accrual basis, the
same In the fund statements as in the government-wide financial statements.

Program Revenues:

Program revenues derive directly from the program itself or from parties other than the-
‘Municipality’s taxpayers or citizenry, as a whole. Program revenues are classified into three
categories, as follows: .

1. Charges for services — These arise from charges to customers, applicants, or others
who purchase, use, or directly benefit from the gocds, services, or privileges provided,
or are otherwise directly affected by the services.

2.  Program-specific operating grants and contributions — These arise from mandatory and
voluntary non-exchange transactions with other governments, organizations, or
individuals that are restricted for use in a particular program.

3. Program-spacific capital grants and contributions — These arise from mandatory and

' voluntary non-exchange transactions with other governments, organizations, or
individuals that are restricted for the acquisition of capital assats for use in a particular

program.

Propriets

In the proprietary fund’s Statement of Revenues, Expenses and Changes in Net Position,
revenues and expenses are classified in a manner consistent with how they are classified in
the Statement of Cash Flows. That is, fransactions for which related cash flows are reported
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as capital and related financing activities, noncapital financing activities, or investing activities
are not reported as components of operating revenues ar expenses.

Cash and Cash Equivalents:

For the purposes of the proprietary furkls’ Statement of Cash Flows, the Municipality
considers all highly liquid investments as deposits excluding restricted assats, with a term to -
maturity of three months or less, at date of acquisition, to be cash eguivalents.

uity C
Government-wids Financlal Statements:
Equity is classified as Net Position and is displayed in three components:

1. NetInvestment in Capiial Assets —~ Consists of capital assets, inciuding restricted capital

i assets, net of accumulated depreciation (if applicable) and reduced by the outstanding
balances of any bonds, mortgages, notes, or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets.

2. Restricted Net Position — Consists of net position with constraints placed on their use
elther by (a) external groups such as creditors, grantors, contributors, or iaws and
regulations of other governments; or (b} law through constitutional provisions or enabling
legislation.

‘3. Unrestricted Net Position — All other net position that do not meet the definition of
' “restricted” or “net investment in capital assets.” .

Fund Financlal Statements:

Govemnmental fund equity is classified as fund balance, and may distinguish between
*Nonspendable”, "Restricted”, "Committed”, "Assigned”, and "Unassigned” components.
Proprietary fund equity is classified the same as in the government-wide financial statements.
- Agency Funds have no fund equity. The Net Position is reported as Net Position Held in
Agency Capacity.

Application of Net Pogition:

it is the Municipality’s policy to first use restricted net position, prior to the use of unrestricted
net position, when an expense is incurred for purposes for which both restricted and
unrestricted net positions are available.

In accordance with Govemment Accounting Standards Board (GASB) No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions, the Municipality classifies governmental
fund balances as follows:

+ Nopspendable -~ includes fund balance amounts that cannot be spent either because it is
not in spendable form or because of legal or contractual constraints.

« Restricted — includes fund balance amounts that are constrained for specific purposes
which are externally imposed by providers, such as creditors or amounts constrained due
to constifutional provisions or enabling legislation.

¢ Committed — includes fund balance amounts that are constrained for specific purposes
that are internally imposed by the government through formal action of the highest Ievel
of decision making authority and dos not lapse at year-end.
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* Agsigned — includes fund balance amounts that are intended to be used for specific
purposes that are neither considered restricted or committed. Fund Balance may be
assigned by the City Commission.

« Unassigned - includes positive fund balance within the General Fund which has not been
classified within the above mentioned categories and negative fund balances in other
governmental funds. :

The Nonspendable Fund Balance is comprised of the following:

* Amount reported in nonspendable form such as insurance deposit purposes.
» Amount legally or contractually required to be maintained intact such as cemetery
perpetual care purposes, '

The Municipality uses restricted/committed amounts first when both restricted and
unrestricted fund balance Is available unless there are legal documents/contracts that prohibit
doing this, such as a grant agreement requiring doilar for dollar spending. Additionally, the
Government would first use committed, then assigned, and lastly unassigned amounts of
unrestricted fund balance when expenditures are made.

The Municipality doss not have a formal minimum fund balance policy.

The purpose of each major special revenue fund and revenue source is listed below:

Major Special Reve
Historic Restoration and Preservation Fund State Shared Gaming Revenue
Revolving Loan Fund Repayment of Historic Preservation Loans
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DEPQSITS AND INVESTMENTS CREDIT RISK, CONCENTRATIONS OF GREDIT RISK AND
INTEREST RATE RISK ‘

The Municipality follows the practice of aggregating the cash assets of various funds to maximize
cash management efficiency and retums. Various restrictions on deposits and investments are
imposed by statutes. These restrictions are summarized beiow:

Deposits — The Municipality’s cash deposits are made in qualified public depositories as defined by
SDCL 4-8A-1, 9-22-6, §-22-6.1, and 9-22-8.2, and may be in the form of demand or time deposits.
Qualified depositories are required by SDCL 4-8A-3 to maintain at all imes, segregated from their
other assets, eligible collateral having a value equal to at least 100 percent of the public deposit
accounts which exceed deposit insurance such as the FDIC and NCUA. In lieu of pledging eligible
securities, a qualified public depository may fumish irrevocable standby letters of credit issued by
federal home loan banks accompanied by written evidence of that bank's public debt rating which

-may not be less than “AA” or a qualified public depository may furnish a corporate surety bond of a
corporation authorized to do business in South Dakota. ’

Investments — In general, SDCL 4-5-6 permits Municipality funds to be invested cnly in (a) -
securities of the United States and securities guaranteed by the United States Govemment elther
diractly or indirectly; or (b} repurchase agreements fully coliateralized by securities described in (a)
above; or in shares of an open-end, no-load fund administered by an investment compeny whose
investments are in securities described in (a) above and repurchase agreements described in (b)
above. Also, SDCL 4-5-9 requires investments to be in the physical custody of the political
subdivision or may be deposited in a safekeeping account with any bank or trust company
designated by the political subdivision as its fiscal agent.

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

As of December 31, 2013, the Municipality had the following investments:

Credit Fair
Investments Rating Maturities - Value
U.S. Treasury Bills N/A 10/16/2014 $ 369,785.40
U.S. Treasury Notes NA 10/31/2014 873,750.78
U.S. Treasury Notes N/A 1011572015 571,239.24
Subtotals ' 1,814,776.42
Mutuaf Funds:
Goldman Sachs Financial Square

Treasury Obligation AAAM 130,555.34

Total investments $ 1,945 330.76

Concentration of Credit Risk — The Municipality places no limit on the amount that may be
invested In any ohe issuer. More than 5 percent of the Municipality's investments are in:

U.S. Treasury Bilis 19.01%
U.S. Treasury Notes 74.28%
Goldman Sachs Financial Square

Treasury Obligation 6.71%




Asslgnment of Investment Income — State law allows income from deposits and Investments to
be credited to sither the General Fund or the fund making the Investment. The Municipality’s policy
is to credit all income from deposits and investments to the General Fund, including investment
income generated by the Cemetery Perpetual Care Fund, which must be credited to the General
Fund, and used only for maintenance of the municipal cemetery, as required by SDCL. 9-32-18.
Interest earned on debt service funds are credited to the applicable funds. USGAAP, on the other
hand, requires income from deposits and investments to be reported in the fund whose assets
generated that income except where legal or contractual requirements require investment income
to be credited to a fund other than the one associated with the assets. Where the governing boanrd
has discretion to credit investment income to a fund other than the fund that provided the résources
for investment, a transfer to the designated fund is reported. Accordingly, in the fund financial
statements, interfund transfers of investment earnings are reported, while in the govemment-wide
financial statements, thoy have been eliminated, except for the net amounts transferred between
governmental activities and business-type actwtties

RESTRICTED CASH AND INVESTMENTS

Assets restricted to use for a specific purpose through segregation of balances in separate
accaunts are as follows:

Amount Purpose:
$3,924,461.29 For Debt Service, by debt covenants
(sinking funds required to be in a separate account)

RECEIVABLES AND PAYABLES

Receivables and payables are not aggregated in these financial statements. The Municipallty
expacts all receivables to be collected within one year except for $3,871,387.39 of notes
receivables related to historic restoration and preservation loans reported in the Special Revenue
Revolving Loan Fund. The amount reported is net of allowance for estimated unoollactibles of
$214,571.29.

PROPERTY TAXES

Property taxes are levied on or before October 1, of the year preceding the start of the fiscal year.
They attach as an enforceable lien on property, and become due and payabie as of the following
January 1, the first day of the fiscal year. Taxes are payabile in two instaliments on or before
April 30 and October 31 of the fiscal year.

" Tha Municipality is permitted by several state statutes to tevy varying amounts of taxes per $1,000
of taxable valuation on taxable real property in the Municipality.
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8. CHANGES IN GENERAL CAPITAL ASSETS

A summary of changes in capital assets for the year ended Decembsr 31, 2013 is as follows;

* Balance Ending Balance
January 1, 2013 Incresses Decronses Docember 31, 2013

Governmental Activities:
Capital Assats Not Being Depreciated:

Land $ 212810308 § "5 (200215000 §  4,925888.08

Easement 1,700,000.00 . 1,700,000,00

Construction In Progress 1,531,837.72 120 166.78 (863,859.85) 797 144.65
Total Capital Assets Not Being Depreciated 5,357,840.80 129,166.78 {1,064,074.85) 442303273
Capital Assets Being Depreciated:

Buildings 27,403,852.07 : 27.403,852 07

Infrastructure {(Improvements Cther

Than Buildings) 22,341,414.45 145,215.82 22,486,630.27
Machinery and Equipment " 4,155,747.07 366,194.95 (21,548.00) 4,4580,394.03
Library Books 257.776.48 . 7,040.00 {4 170.85) 268084683

Total Capital Aseets Being Depreciated 54,158,590.07 508.450.78 {25,718.85) _ 5464132220
TOTAL CAPITAL ASSETS : 58.516,530.87 637,817,586 1,089, 793.50/ 59.084,354.93
Less Accumuiated Depreciation For:
Buikiings . $ (2,023,137.30) $ (27715740 $ $ (2.300,204.70)
Infrastructure (Improvements Other : ‘

Than Bulkiings) .- (10,853,779.20) (686,927.11) {11,640,706.31)
Machinery and Equipment ’ (1,846,174.98) (230,080.22) 8,978.25 (2.167,276.93)
Library Books . {226,318.20) {8,543.17) 4,170.85 {230,688.72)

Tatal Accumulated Depreciation {15,149 407.68) {1,202,707.90} 13,148.80 (18,338,066.66)

Total Capital Assets Being Depreciated, Nat 39,009, 182.41 (684,257.12) {12,669.75) 38,302,356.54

Gavernmental Activity Capital Assets, Net $ 4436712321 § (585090.34) § {1,076644.60) § 42,725 388.27

Depreciation expense was charged fo functiona as follows:

* Govemmental Aclivities:

General Government ; : $ 35491.26
Public Safety , : 69,217.93
Public Works : 766,357 3%
Culture and Recreation - Books : g 8,543.17
Culture and Recreation 320,098.15
Total Dapreciation Expense — Governmental Activities $ 1,202,707.90
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Balance

Ending Balance

January 1, 2013 Increases Decreases Deacember 31, 2012
Business-Type Activities:
Capital Assat Not Being Depreciatad:
Land ' $ 22088521 § S $ 229,865.21
Capital Assets Baing Depreciated:
Buitdings 120,807.85 120,807.65
Infrastructure (Improvements Other
Than Buildings) 22,962, 460.00 120,982.38 23,083,451.38
Machinery and Equipment 1,338,250.97 117,217.40 (151,814.75) 1,304,962.62
Total Capital Assete Being Depreclated 24,422 536.62 238,200.78 {181,614.78) 24.509,221.85
TOTAL CAPITAL ASSETS 24.652.401.83 23828976 §$ (151,614.75) §  24,739.080.86
Lees Accumulated Depreciation For:
Buildings $ 597362) $ (805.44) $ $ {6,779.08)
Infrastructure {(Improvemants Other
Than Buildings) (7,620,819.01) (541,306.32) (8,162,225.33)
Machinery and Equipment (963,809.87) {120,087.71) 161,614.76 (932,292.63)
Total Accumulaiad Depreciation (8,580,702.30) (662,200.47) 151,614.76 (9,101,297.02)
Total Capital Assets Being Depreciated, Net 15.831,834.32 (423,600.69) 0.00 16,407,924.83
Buginess-Type Activilles Capital Assets, Net 16,081,699.53 423 000,65 15.637.780.64
Depreclation expense was chargad to functions us 'follms:
Business-Type Activities:
Water Fund $ 135.817.83 .
Sewer Fund 75,726.87
Mt. Moriah Fund 44 580.51
Parking and Transportation Fund 101,282.42
Broadway Parklng Ramp Fund 303,801.84
Total Depreclation Expense - Business-Type Activities $ 662,2008.47
Construction Work in Progress at December 31, 2013 is composed of the following:
' Expended
Project thru
Project Name Authorization 12/31/2013 Committed -
Saint Ambrose $ 1,000,000.00 _ $ 79714465 $ 202,865.35
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7.  LONG-TERM LIABILITIES:

A suinmary of changes in long-term liabilities follows:

Balance Batance Amounts Due
January 1, 2013 Additions Reductions December 31, 2013 Within One Year
Primary Government:
Governmental Activities:
Bonds and Certificates Payable:
Sales Tax Revenue $ 3,200,000.00 $ (135,000.00} $ 3,155,000.00 $ 140,000.60
Certificates of Participation 19,940,000.00 (1,810,000.00) 18,130,000.00 1,855,000.00
Tax Increment Financing 5814 719.04 360,787.61 {315,743.12) 5,859,763.53 477,998.35
Other Long-Term Liabllities 256,037.24 (83,212.27) 162,824.97 143,380.69
Total Dsht 29,300,756.28 360,787.61 {2,353,955.38) 27.307,568.50 2616,377.04
Accrued Compensated Absences .
Governmental Funds 135,588.17 5 75267 . 141,340.84 82,236.23
Total Governmantal Activities 28,436,344 45 386,540.28 (2,353,955.39) - 27,448,920.34 2,508.613.27
Businass-Type Activitios:
Bonds and Certificates Payable:
Revenue Bond — Parking Ramp 2,266,000.00 (390,000.00) 1,875,000.00 385,000.00
Accrued Compensated Absences -
Business-Type Funds 24,440.88 {T71.41) 23,6698.47 15,607.28
Total Business-Type Activities 2,289,440.868 0.00 (380,771.41) 1,808,660.47 410,507.28
TOTAL PRIMARY GOVERNMENT $ 31,725785.33 $ 366,540.28 $ (2,744,726.80) -$  29,347,598.81 $ 3,108,120.55

Debt payable at December 31, 2013 is comprised of the following:
Revenue Bonds:

2009 B - December 1, 2028 — 3.00% to 6.25% ~ Payments made by
General Fund

Parking Revenue Refunding Bonds Series 2011 ~ Feﬁmary 1, 2018 -
1.00% to 2.75% - Payments made by Broadway Parking Ramp Fund

Certificates of Participation:

2006 Series — November 1, 2020 — 4.00% to 5.00% — Payments made
by Historic Preservation and Restoration Fund

2005 Series — November 1, 2020 - 4.75% to 5.00% —

Payments made
by Historic Preservation and Restoration Fund '

2009 Series — November 1, 2014 - 1.50% to 3.00% — Payments made
by Historic Preservation and Restoration Fund .

2012 Series — November 1, 2018 — 1.10% to 3.00% — Payments made
by Historic Preservation and Restoration Fund

Tax Increment Lease:

Convention Canter Leasa/Purchase ~ December 1, 2024 ~ 6.00% —
Payments made by Lodge at Deadwood TIF #6 Fund

$ 3,156,000,00

$ 1,875,000.00

' $ 4,425,000.00
$ 5,985,000.00
$ 1,085,000.00

$ 6,675,000.00

$ 2,864,059.12



Tax Increment Notes:

First Gold Note — June 1, 2017 - 6.00% to 7.50% — Payments made
by First Gold TIF #7 Fund _ $ 194,027.99

Stage Run Note ~ December 1, 2023 — 6.50% — Payments made by
Stage Run TIF #8 Fund $ 1,576,128.96

Optima LLC Note — December 1, 2020 ~ 7.00% - Payments made by .
Optima LLC TIF #8 Fund $ 1,224647.46

Financing (Capital Acquisition) Leases:
Loader Lease/Purchase — December 22, 2014 — 4.629% — Payments

made by General Fund $ 123,977.56
Other Debt:

Fasshender Co{lection.— January 31, 2015 - 2.16% — Payments made

by Historic Preservation and Restoration Fund $ 38847.41
Compensated Absences: |

Vacation, Sick Leave, Comp Time Payable from various funds. $ 165,010.31

Payments made by fund to which payroii expenditures are charged.

The purchase price at the commencement of the financing (capital aoqmsltlon) lease was:

Pnncipal $ 302,684.00
Interest 44,357.15
Total $ 347,041,115

The pnnclpa| amount, above, was included in the appropriate classification of capital assets, and is
being depreciated over the shorter of the estimated useﬁ:l-hfe of the asset, or the lease term (whsre
titte never transfers), as appropriate.
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The annual requirements to amortize all debt outstanding as of December 31, 2013, except for
compensated absences are as follows:

Annual Requirements to Amortize Long-Term Debt
: December 31, 2013

Year
Ending Revenue Bonds Certificates of Participation
Dec. 31, Principal Interest Principal Intarest
2014 $ 53500000 % 224135.00 $ 1,855000.00 $ 714,937.50
2015 545,000.00 211,572.50 2,965,000.00 668,587.50
2016 555,000.00 197,360.00 2,145,000.00 577,450.00
2017 575,000.00 179,330.00 3,230,000.00 484,800.00
2018 430,000.00 164,175.00 2,340,000.00 357,700.00
2019-2023 1,020,000.00 622,100.00 5,595,000.00 408,550.00
2024-2028 1,370,000.00 267,812.50 _
Total $ 5030,000.00 $ 188348500 _$ 18130,000.00 $ 3,212,825.00
Year ‘
Ending Tax Increment Debt Capital Leases
Dec. 31, Principal Interest Principal Interest
2014 $ 47799635 $ 2656,620.87 § 12397756 §$ 5,692.44
2015 - 509,949.59 233,667.63
2018 607,221.24 200,137.67
2017 491,306.50 167,643.56
2018 623,365.88 13548418
20192023 3,349,923.97 218,652.06
2024-2028 : — —
Total $ 5850.763.53 $ 1.292.005.97 3 12387756 $ 5,682.44
Year
Ending Other Deht Totals
Dec. 31, Principal Interest Principal _ Interest -
2014 $ 1940313 § 848.87 $ 301137704 $ 1,211,23268
2015 19,444.28 805.72 4,039,393.87 1,114,633.35
2016 : 3,207 221.24 074,947.87
2017 4,296, 306,50 831,473.66
2018 3,203,365.88 664,359.18
2019-2023 9,864,923 97 1.261,202.06
20242028 1,370,000.00 267 812.50
Total $ 3884741 3 1,652.69 $ 2818258850 § 6,306,661.00

NOTES RECEIVABLE

The governmental funds Balance Sheet includes net Notes Receivable in the amount of
$3,871,387.39 in the Revolving Loan Fund. These outstanding balances are due to the
Municipality from various parties for historical preservation loans. Included in this balance is
$1,847,114.05 due on the Martin Mason property. K ‘

On June 27, 2013, a deed in lieu of foreciosure was recorded by the Lawrence County Register of
Deeds between Deadwood Development Co., Inc., the Deadwood Historic Preservation
Commission, and the Municipality for the property known as the Martin & Mason Building. On
June 10, 2013, a lease agreement with option to purchase was signed by the Municipality with
Martin Mason Restoration, Haverberg Family Limited Partnership, Gallows, LLC, and Deadwood
Development Co., Inc. for the property noted in the deed in lieu of foreclosure. The initial term of
the lease was for one year, to June 10, 2014, with interest accruing at 6% on the principal balance
of $1,823,806.04 after monthly rental payments of $4,734.00 were applied. The lease agreement
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had an option to purchase with the purchase price being the principal balance plus any accrued
intarest with the option expiring on June 10, 2014. On June 10, 2014, an amended lease
agreement with the option to purchase was signed by the same parties. This amendment extended
the lease and purchase option to December 31, 2019, reduced the interest rate on the new
principal balance of $1,879,187.35 to 4%, and changed the monthly rental payments to $11,387.57.
it is the intention of the parties that the option to purchase will be exercised by the lessee before the
inew term expires and if not, the Municlpality will take possession of the praperty and proceed to sell
t. .

RESTRICTED NET POSITION — GOVERNMENTAL ACTIVITIES

Governmental Activities — Restricted Net Position for the year ended December 31, 2013 was as
" follows:

Major Purposes:

Historic Preservation Purposes $ 15,715712.73
Revolving Loan Purposes 6,636,132.53
Debt Service Purposes 871,261.29
tnsurance Reserve Purposes 125,810.55
Permanently Restricted:
Cemetery Perpetual Care — Nonexpendable 50,000.00
Cemetery Perpetual Care — Expendable 28,144.12
Other Purposes: ,
Recreation and Promotional Pusposes 940,488.97
Business Improvement District Purposes 1,318,380.37
Rubble Site Purposes 77.748.26
Total Other Purposes 2,336.613.80
Total Restricted Net Position $ 25763,774.82

*
These balances are restricted due to federal grant and statutory requirements.
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12.

13.

RETIREMENT PLAN

All employees, except for part-time employees, participate in the South Dakota Retirement System
(SDRS), a cost-sharing, multiple employer public employee retirement system established to
provide retirement benefits for employees of the State of South Dakota and its poktical subdivisions.
The SDRS provides retirement, disability, and survivor benefits. The right to receive retirement
benefits vasts after three years of credited service. Authority for establishing, administering, and
amending plan provisions are found in SDCL 3-12. The SDRS issues a publicly avallable financial
report that includes financial statements and required supplementary information. That report may
be obtained by writing to the SDRS, P.O. Box 1098, Pierre, SD §7501-1098 ar by calling

(605) 773-3731.

General employees are required by state statute to contribute 6 percent of their salary to the plan,

- while public safety and judicial employees contribute at 8 percent and 9 percent, respectively.

State statute also requires the employer to contribute an amount equal to the employee's
contribution. State statute also requires the employer to make an additional contribution in the
amount of 6.2 percent for any compensation exceeding the maximum taxable amount for social
security for genaeral employees only. The Municipality's share of contributions to the SDRS for the
fiscal years ended December 31, 2013, 2012, and 2011 were $136,333.64, $133,646.48, and
$127,777.47, respectively, equal to the required contributions each year.

SIGNIFICANT CONTINGENCIES - LITIGATION

At December 31, 2013, the Municipality was Involved in several lawsuits. No determination can be
made at this time regarding the potential outcome of these lawsuits. However, as discussed in the
Risk Management note, the Municipality has liability coverage for itself and its employees with
South Dakota Public Assurance Alilance. Therefore, no materia! effects are anticipated to the
Municipality as a result of the potential outcome of these lawsuits.

RISK MANAGEMENT

The Municipality is exposed to various risks of loss related to torts; theft of damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. During
the period ended December 31, 2013, the Municipality managed it risks as follows:

He: |

The Municipality purchases health insurance for its employees from a commerclal insurance camier.
Settled claims resulting from these risks have not exceeded the liabifity coverage during the past
three years.

Liability Insurance:

The Municipality joined the South Dakota Public Assurance Alliance (SDPAA), a public entity risk
pool currently operating as a common risk management and insurance program for South Dakota
local government entities. The objective of the SDPAA is to administer and provide risk
management services and risk sharing facilities to the members and to defend and protect the
members against liability, to advise members on loss control guidelines and procedures, and
provide them with risk management services, loss control, and risk reduction information and to
obtain lower costs for that coverage. The Municipality's responsibiiity is to promptly report to and

- cooperate with the SDPAA to resolve any incident which could result in a claim being made by or

against the Municipality. The Municipality pays an annual premium, to provide kability coverage
detailed below, under a claims-made policy and the premiums are accrued based on the uitimate
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cost of the experience to date of the SDPAA member, based on their exposure or type of coverage.
The Municipality pays an annual premium to the pool to provide coverage for: :

Theft or Damage to Property,
General Liability,

Automoblle Liability,

Law Enforcement Liability, and
Officials’ Liability

The agreement with the SDPAA provides that the above coverages will be provided toa |
$2,000,000 limit. Member premiums are used by the pool for payment of claims and to pay for
reinsurance for claims in excess of $250,000 for property coverage and $500,000 for liability
coverage to the upper limit. A pertion of the member premiums are also allocated to a cumulative
reserve fund. The Municipality would be eligible to receive a refund for a percentage of the amount
allocated to the cumulative reserve fund on the following basis:

Endof Municipality's First Full Year .50%

End of Municipality's Second Full Year 60%
End of Municipality's Third Full Year 70%
End of Municlpality's Fourth Full Year - 80%
- End of Municipality's Fifth Full Year 80%
End of Municipality's Sixth Fuill Year and Thereafter 100%

As of December 31, 2013, the Municipality has vested balance in the cumulative reserve fund of
$125,910.55.

The Municipality carries a $500 - $1,000 deductible for property damage (real, personal property,
and boiler and equipment breakdown), a $500 deductible for property damage (miscellaneous
equipment, tools, and electronic data processing equipment), a $25,000 deductible for flood or
earthquake damage, a $1,000 deductible for vehicle comprehensive coverage, a $2,500 deductible
for vehicle cofiision coverage, a $2,000 deductible for law enforcement liability coverage, and a
$500 - $5,000 deductible for officials’ liability coverage.

The Municipality does not camry additional insurance to cover claims in excess of the upper limit.
Settled claims resulting from these risks have not exceeded the liability coverage during the past
three years. |

Worker's Compensation:

The Municipality joined the South Dakota Municipal League Worker's Compensation Fund (Fund),
a public entity risk pool currently operating as a common risk management and insurance program
for South Dakota local government entities. The objective of the Fund is to formulate, develop, and
administer, on behalf of the member organizations, a program of worker's compensation coverage,
to obtain lower costs for that coverage, and to develop a comprehensive loss control program. The
Municipality's responsibility is to initiate and maintain a safety program to give its employees safe
and sanitary working conditions and to promptly report to and cooperate with the Fund to resolve
any waorker’s compensation claime. The Municipality pays an annual premium, to provide worker's
compensation coverage for its employees, under a seif-funded program and the premiums are
accrued based on the ultimate cost of the experience to date of the Fund members. Coverage
limits are set by state statute. The pool pays the first $650,000 of any claim per individual. The
pool has reinsurance which covers up to statutory limits in addition to a separate combined
employer liability fimit of $2,000,000 per incident.

The Municipality does not carry additional insurance to cover claims in excess of the upper imit.
Settled claims resulting from these risks have not exceeded the liability coverage over the past
three years.
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Unemployment Benefits:

The Municipality has elected to be self-insured and retain all risk for liabilities resulting from claims
for unemployment banefits.

During the year ended December 31, 2013, no claims for unemployment benefits were paid. At
December 31, 2013, no claims had been filed for unemployment benefits. It Is anticipated that one
ctaim for unemployment benefits will be fited in the next fiscal year.

ISSUED BUT NOT YET EFFECTIVE ACCOUNTING PRONOUNCEMENTS

The GASB has issued several statements not yet implemented by the Municipality. The statements
Issued but not yet implemented are GASB 67, GASB 68, GASB 69, GASB 70, and GASB 71. The
effects of these pronouncements on the financial position and results of operations of the
Municipality have not yet been determined. .
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REQUIRED SUPPLEMENTARY INFORMATION
MUNICIPALITY OF DEADWOOD

BUDGETARY COMPARISON SCHEDULE - BUDGETARY BASIS
GENERAL FUND

Revenues:
Taxes:
General Property Taxes
General Sales and Use Teaxss
Amusement Texes
Penalties and Interest on Delinguent Taxes
Licenses and Parmits
Intergovernmental Revenue:
State Shared Revanue:
Bank Franchise Tax
Liguor Tax Reversion
Motor Vehicle Licenses (5%)
Local Government Highweay and Bridga Fund
- County Shared Revenue: .
County Highway and Bridge Resarve Tax (26%)
Charges for Goods and Servicas:
General Governmeni
Public Safety
Sanitetion
Cametery
Misostianeous Revenue:
Investméant Eamings
Special Assessments
Other
Total Revanues

Expenditures:

General Government:
Legisiative
Elections
Financial Administration
Qther

Public Safety:
Palice
Fire:
Bullding inspaction

Public Works:
Highways and Stroets
Sanitation
Cemsteries

Heslth and Welfare:
Health

Culture and Recreation;
Parks

Conservaticn and Development:
Economic Development and Assistance

(Industrial Development}
Debt Service

Total Expenditures
Excess of Ravenuas Over (Under) Expenditures

For the Year Ended December 31, 2043

Variance with

Budgeted Amounts Final Budget
Original Final Actual Amounts _ Positive (Negative}
$ 02834200 § 62834200 $ 00418675 §  (24.155.25)
200000000 ©  2,000,000.00 2,348.155.26 348,165.26
500,00 500.00 240.00 (260.00)
2,000.00 2,000.00 2.980.38 980,38
93,725.00 §3,725.00 104,673.85 10,948.65
5,000.00 5,000.00 5,377.86 377.36 .
8,500.00 8,500.00 6,807.27 (1,602.73)
11.500.00 11.500.00 16.611.81 401161
26,000.00 25,000.00 33 385,84 8,385.84
5,500.00 5,500.00 4718.18 (781.84)
17,500.00 17,500.00 2471387 721387
2,300.00 2,300.00 2.287.20 (12.80)
82,800.00 82,800.00 84,212.94 1,412.04
2,000.00 2,000.00 2,625.00 625.00
15,000.00 15,000.00 23,682.80 8,682.80
3,200.00 3,200.00 0.00 (3.200.00)
28,800.00 28,600.00 24,053.54 (4,546.48)
3.231,467.00 3.231,467.00 3585,612.13 354,145.13
402,107.00 502,107.00 497,319.02 4,787.08
800.00 900.00 437.42 46258
357,272.00 370,272.00 348,182 64 22,089.46
634,441.00 986,970.00 977,352.56 9.617.42
961,667.00 961,567.00 887,560.12 74,006.88
227.811.00 301,811.00 278,588.01 2322299
70.184.00 73,384.00 88,430.28 4.953.72
1,034,219.00 1,200,219.00 §73,633.32 226,585.68
84,000.00 54,000.00 84,010.00 {10.00)
12,700.00 12.700.00 4.672.98 8.027.02
7,000.00 7.000.00 2.635.13 4,364.87
451,833.00 542,833.00 529,562.44 13,37056
136,370.00 1236,370.00 114,421.32 0.00
328.688.00 412.223.00 371.761.73 40.481.27
4,709.192.00 5,502,456.00 5138,566.88 _  463.889.11
(1,477,725.00) (2,380,989.00) 1,552,054.76 808,034.24
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REQUIRED SUPPLEMENTARY INFORMATION

MUNICIPALITY OF DEADWOOD
BUDGETARY COMPARISON SGHEDULE - BUDGETARY BASIS
GENERAL FUND
For the Year Ended December 31, 2013
{Continued)
Variance with
Budgeted Amounts Final Budget
Originat Final Actual Amounts  Positive (Negative)
Other Financing Sources {Uses): '
Transfers in 1,357,356.00 1.357,356.00 1,398,626.68 44,769,656
Transfers Out {30,500.00) (30,500.00) (55,667.50) (25,167.50)
Sale of Municipal Property 0.00 0.00 208,785.98 206,785.88
Compensetion for Loss or Damage to Capitel Assets 0.00 0.00 56,244.71 56,244.71
Totel Other Financing Sources (Uses) 1,326,856.00 1,328,856.00 1,606,988.85 279.132.85
Net Change in Fund Balance (150.068.00) (1 ,034,i33.00) 53,034.09 1,087,167.09
Fund Balzncs - Beginning , 8,245,276.38 8,245,276.38 8,245,278.38 0.00
FUND BALANCE - ENDING $ 008440738 ¢ 7.211143.38 3 529831047 § 1,087.167.00
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REQUIRED SUPPLEMENTARY INFORMATION
MURICIPALITY OF DEADWOOD
BUDGETARY COMPARISON SCHEDULE - BUDGETARY BASIS
HISTORIC RESTORATION AND PRESERVATION FUND
For the Year Ended December 31, 2013

Variance with
Budgetsd Amounts - Final Budget
Original Flnal Actual Amounts  Positive (Negative)
Revenues:

Intergovemmental Revenue: . ‘
Fadsral Grants _ $ 000 3§ . DO0 § 18744017 $ 187.440.17
Gaming Proceeds 7,010,650.00 7,010,550.00 7.107,348.85 95,798.85

Miscellansous Revenue: :

Investment Eamings 0.00 . . 000 36,696.65 35,896.65

Other 0.00 0.00 222.89 22299
Total Reverues 7,010,550.00 7,010,550.00 7,333,908.66 323,358.66
Expenditures: '

Culture and Recreation: .

Hietorizal Praservation 3,297,500.00 3,949,015.00 3,225,826.53 723,188.47

Dabt Service 2,862 880.00 2,862,880.00 2,582 237.50 280,642.50

Total Expendhtures 8,180,380.00 8,811,895.00 _5,808,084.03 1,003,830.97
Excess of Revenues Over (Under) Expenditures 850,170.00 188,655.00 1,525,844.63 1,327,186.63
Other Financing Sources (Uses): _ ‘ '

Transfers Out {1,600,170.00) {1,800,170.00} (1,708,802.42) (108,732.42)

Net Change in Fund Balance {750,000.00) (1,401,515.00) (183,057.79) 1,218,457.21
Fund Balance - Beginning : 18,089,180.01 19,088 180.01 16,088,180.01 : 0.00

FUND BALANCE - ENDING ' $_18338180.01 $ 17,666.66501 _§  18.905,122.22 $ 121845721




REQUIRED SUPPLEMENTARY INFORMATION
MUNICIPALITY OF DEADWOOD
BUDGETARY COMPARISON SCHEDULE - BUDGETARY BASIS
REVOLVING LOAN FUND
For the Yoar Ended December 31, 2013

‘ Variance with
Budgsted Amounts Final Budget
Origlnal Final Actual Amounts _  Positive (Negative)
Revenues:

Miscellanecus Revenus: : . . .
Invastiment Earnings $ 108,00000 $ 106,00000 & 32830568 % 222,305.85
Other 0.00 . 0.00 15,687.39 15,687.39

Tots! Revenues ' 106,000.00 108,000.00 343,683.05 237,993.05
Expenditures:

Economic Davelopment and Assistance

{industrial Devslopment) 116,500.00 326,500.00 158,002.77 167,407.23
Excass of Revenues ovar (Under) Expenditures {10,500.00}) {£20,500.00} 1684,900.28 405,400.28
Other Financing Bources (Uses):

Transfers Out 0.00_ : 0.00 {5,834.86) {5,834 88)
Net Change in Fund Balance ' {10,500.00) {220,500.00) 179,085.42 399,565.42
Fund Balance - Baginning §,457,067.11 ___6,457 087.11 £,457,087.11 0.00
FUND BALANCE - ENDING i Blm|567.11 i 6@36&.11 i 8'838|1 32.53 § 309|565.42
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Note 1.

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
Schedules of Budgetary Comparisons for the General Fund

and for each major Special Revenue Fund with a legally required budget.

The Municipality follows these procedures in establishing the budgetary data reflected in the
schedules:

1.

Note 2.

At the first regular boanrd meeﬁng in September of each year or within ten days
thereafter, the Governing Board/Municipality Commission introduces the annual
appropriation erdinance for the engulng fiscal year.

After adoption by the Governing BoardIMunIclbaIity Commission, the operating
budget is legally binding and actual expenditures for each purpose cannot exceed
the amounts budgeted, except as indicated in number 4.

A line item for contingencies may be included in the annual budget. ' Such a line item
may not exceed 5 percent of the total municipal budget and may be transferred by
resolution of the Governing Board/Municipality Commission to any other budget
category that is deemed insufficient during the year.

i it is determined during the year that sufficient amounts have not been budgeted,
state statute allows the adoption of supplemental budgets.

Urexpended appropriations lapse at year end unless encumbered by resolution of
the Governing Board/Municipality Commigsion.

Encumbrance accounting, under which purchase orders, contracts, and other
commitments for the expenditure of monies are recorded in order to reserve that
portion of the applicable appropriation, is employed as an extension of formal
budgetary integration in the General Fund and special revenue funds.

The Municipality did not encumber any amounts at either December 31, 2013,

Formal budgetary integration is employed as a management control device during
the year for the General Fund and speciat revenue funds.

Budgéts for the General Furki and special revenue funds are adopted on a basis
oogsisbent with acoounting principles generally accepted in the United States
{(USGAAP).

The financial statements prepared in conformity with USGAAP applied within the context of
the modified cash basis of accounting present capital outiay expenditure information in a
separate category of expenditures. Under the budgetary basis of accounting, capital outlay
expenditures are reported within the function to which they relate. For example, the
purchase of a new fire truck would be reported as a capital outlay expenditure on the
Governmental Funds Statement of Revenues, Expenditures and Changes in Fund
Balances, however in the Budgetary RS| Schedule, the purchase of a fire truck would be
reported as an expenditure of the Public Safety/Fire Department function of government,
along with all other current Fire Dapartment related expenditures.
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