


the possibility that future events affecting them may differ significantly from those expected.
There were no accounts or disclosures that met the definition of being particularly sensitive.

Difficulties Encountered in Performing the Audit
| encountered no difficulties in dealing with management in performing and completing my
audit.

Corrected and Uncorrected Misstatements

Professional standards require me to accumulate all known and likely misstatements
identified during the audit, other than those that are trivial, and communicate them to the
appropriate level of management. Management has corrected all such misstatements. In
addition, none of the misstatements detected as a result of audit procedures and corrected by
management were material, either individually or in the aggregate, to the financial statements
taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management
as a financial accounting, reporting, or auditing matter, whether or not resolved to my
satisfaction, that could be significant to the financial statements or the auditor’s report. | am
pleased to report that no such disagreements arose during the course of my audit.

Management Representations
I have requested certain representations from management that are included in the
management representation letter dated August 22, 2010.

Management Consultations with Other Independent Accountants '

In some cases, management may decide to consult with other accountants about auditing
and accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Organization’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, my professional standards require the consulting accountant to check with me to
determine that the consultant has all the relevant facts. To my knowledge, there were no
such consultations with other accountants.

Other Audit Findings or Issues

| generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the District’s auditor.
However, these discussions occurred in the normal course of our professional relationship
and my responses were not a condition to my retention.

This information is intended solely for the use of board of supervisors and management of the
South St Louis Soil and Water Conservation District and is not intended to be and should not
be used by anyone other than these specified parties.

Very truly yours,
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%ﬁ‘ INDEPENDENT AUDITOR'S REPORT

Board of Supervisors
South St. Louis Soil and Water Conservation District
Duluth, Minnesota

I have audited the accompanying financial statements of the governmental activities and
the General fund of the South St. Louis Soil and Water Conservation District, Duluth,
Minnesota as of and for the year ended December 31, 2009 which collectively comprise
the District's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of District management. My responsibility is to express
opinions on these financial statements based on the audit.

| conducted the audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United .
States. Those standards require that | plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting

_principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. | believe that my audit provides a
reasonable basis for my opinions.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and the General
fund of the South St. Louis Soil and Water Conservation District, Duluth, Minnesota as of
December 31, 2008, and the results of operations and the respective budgetary
comparison for the General fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

The management'’s discussion and analysis information is not a required part of the
basic financial statements but it is supplementary information required by accounting
principles generally accepted in the United States of America. | have applied certain
limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information.
However, | did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, | have also issued a reporl dated
August 22, 2010 on my consideration of the District’s internal control over financial
reporting and on my tests of its compliance with certain provisions of laws, regulations,
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contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of my testing of internal 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 integral part of an
audit performed in accordance with Governmental Auditing Standards and should be
read in conjunction with this report in considering the results of my audit.

JAMES MAISER August 22, 2010
Certified Public Accountant and Consultant Waconia, Minnesota



%& South St. Louis Soil & Water Conservation District

@%w For the Year ended December 31, 2009

MANAGEMENT’S DISCUSSION AND ANALYSIS

The South St. Louis SWCD’s discussion and analysis provides an overview of the SWCD’s
financial activities for the fiscal year ended December 31, 2009. Since this information is
designed to focus on the 2009 activities, resulting changes, and currently known facts, it should
be read in conjunction with the SWCD’s financial statements.

USING THIS ANNUAL REPORT

This annual report consists of two parts: management’s discussion and analysis and the basic
financial statements. The basic financial statements include a series of financial statements. The
Statement of Net Assets and the Statement of Activities provide information about the activities
of the South St. Louis Soil & Water Conservation District as a whole and present a longer-term
view of the SWCD’s finances. 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 funds. Since Soil &
Water Conservation Districts are single-purpose special purpose governments they are generally
able to combine the government-wide and fund financial statements into single presentations.
South St. Louis SWCD has elected to present in this format.

The Statement of Net Assets and the Statement of Activities

One of the most important questions asked about the South St. Louis SWCD’s finances is, “Is the
South St. Louis SWCD as a whole better or worse off as a result of the year’s activities?” The
Statement of Net Assets 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 2009’s revenues and expenses are taken intc
account regardless of when cash is received or paid.

These two statements report the South St. Louis SWCD’s net assets and changes in them. You
can think of the SWCD’s net assets — the difference between assets and liabilities—as one way
to measure the SWCD’s financial health, or financial position. Over time, increases or decreases
in the SWCD’s net assets are one indicator of whether its financial health is improving or

deteriorating.

In the Statement of Net Assets and the Statement of Activities, the South St. Louis SWCD
presents Governmental activities. All of the SWCD’s basic services are reported here.
Appropriations from the county and state finance most activities.

Reporting the South St. Louis SWCD’s General Fund
The fund financial statements 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 SWCD’s basic services are reported in the general fund, which focuses on how money
flows into and out of those funds 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
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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 you
determine whether there are more or fewer financial resources that can be spent in the near future
to finance the SWCD’s programs. We describe the relationship (or differences) between
governmental activities (reported in the Statement of Net Assets and the Statement of Activities)
and governmental funds in a reconciliation included with the financial statements.

THE SOUTH ST LOUIS SWCD AS A WHOLE

The South St. Louis SWCD’s combined net assets increased at the end 2009 to $200,701
compared to $126,924 at the end of 2008. Our analysis focuses on the net assets and changes in
net assets of the District’s governmental activities.

Net Assets
Governmental Activities
2009 2008
Current Assets $316,220 $311,700
Capital Assets, net of depreciation 10,977 9.045
Total Assest $327.197 $320.745
Current Liabilities $122,989 190,535
Long term liabilities 3,508 3,286
Total Liabilities $126.496 $193.821
Total Net Assets $200.701 $126,924

Net assets of the District governmental activities increased by $73,777. Unrestricted net assets,
the part of net assets that can be used to finance day-to-day operations without constraints
established by debt covenants, enabling legislation, or other legal requirements changed from
$117,879 at December 31, 2008 to $189,724 at the end of this year.

The District's Statement of Activities and changes in Fund Balance
Governmental Activities

2009 2008

Revenues
Intergovernmental . $261,896 $376,363
Charges for services 58,002 56,924
Investment earnings 3,819 2,783
Miscellaneous 11.979 39215
Total Revenues $335.696 $475.285

Expenses
Conservation $261.919 327351
Increase (decrease) in net assets $ 73,777 $147.934
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At the end of 2009 South St. Louis SWCD’s total revenues decreased by $139,589. Much of this
decrease is due to the elimination of the partnership with the State of Minnesota to implement the
Construction Stormwater Program. There was also $119,504 deferred to 2010. The total cost of
all programs and services decreased by $65,432 in 2009.This was largely due to an unfilled
position.

Governmental Activities

The cost of all governmental activities this year was $261,919 compared to $327,351 last year.
The South St. Louis SWCD does not collect any tax revenue directly from tax payers. However,
taxpayers ultimately financed most of these activities through taxes collected by other agencies.
The major exception is expenses for the tree and shrub sale ($32,602) are paid entirely by
customers that purchase trees or shrubs. Of course many of these customers are ultimately
texpayers, but these customers choose to participate in the program and derive benefit from the
purchase of trees and shrubs.

THE SOUTH ST. LOUIS SOIL & WATER CONSERVATION DISTRICT’S FUNDS

As the South St. Louis SWCD completed the year, its general fund reported a combined fund
balance of $193,232 which is above last year’s total of $121,165.

General Fund Budgetary Highlights

Over the course of the year, the South St. Louis SWCD Board of Supervisors did not revise the
SWCD’s budget. The actual charges to appropriations (expenditures) were $82,299 less than the
final budget amounts. The most significant variance ($20,558) occurred in the SWCD’s
Personnel Services account, where the vacancy in the Administrative Assistant position resulted
in a 25 percent reduction SWCD workforce. The other major factor contributing to less spending
than budgeted is just a matter of timing. A large project (Clean Water Legacy Act-funded Miller
Creek Jumbo Gully) was not completed in 2009 as planned. It will be completed in 2010.

On the other hand, resources available for appropriation (revenue) were $10,232 below the final
budgeted amount. The most significant variance ($29,390) occurred in the State Grant account.
Revenue in this account has been deferred to 2010 because of the large project not completed in
2009. Overall, having less revenue available than budgeted is not a negative factor impacting the
SWCD’s general fund.

CAPITAL ASSETS AND LONG-TERM LIABILITIES

Capital Assets
At the end of 2009, the South St. Louis SWCD had $10,977 invested in capital assets, including
a van, computers, furniture and other equipment. This amount represents a net increaseof $1,932

over last year.

Long-Term Liabilities
At the end of 2009, the District had $3,508 in accrued compensated absences.



ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS @QQF F

The South St. Louis SWCD’s elected and appointed officials considered many factors when
setting the fiscal-year 2010 budget. The budget is set primarily by analyzing antic:pated revenues
and required expenditures to complete SWCD projects and goals. The current state budget deficit
was a factor in completing the 2010 budget.

CONTACTING THE SOUTH ST LOUIS SWCD’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, with a general
overview of the South St. Louis 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 SWCD at:

South St. Louis Soil & Water Conservation District
215 North 1** Ave East

Room 301

Duluth, MN 55802

(218) 723-4629



