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Determination of Filing Fee Form

Note: This form is NOT self calculating, self calculating forms can be found on our website.

FEE REQUIREMENT: As provided by 2-7-514, MCA, each local government required to have an audit under 2-7-503, MCA, shall pay an annual filing
fee to the department; the fee schedule shall be based upon the local government's annual revenue amounts. Administrative Rule 2.4.402 defines
nrevenue® as all receipts of a local government entity from any source excluding the proceeds from bond issuances and other long-term debt.
AUDIT REQUIREMENT: As provided by 2-7-503, MCA, each local government receiving revenue or financial assistance in excess of the OMB
Circular A-133 threshald (i.e., $500,000 or more), regardless of the source of revenue or financial assistance, shall have an audit. "Financial
Assistance” is defined as including assistance provided by a federal, state, or local government entity in the forms, loans and loan guarantees.

PAGE 16 (STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES)
5,563,205.00

GOVERNMENTAL FUNDS -
Total Revenues

0.00
0.00
CHANGES IN FUND NET ASSETS)

Other Financing Sources - Proceeds from Sale of Capital Assets

Special and/or Extraordinary ltems (Revenues only)
ENTERPRISE FUNDS - PAGE 19 (STATEMENT OF REVENUES, EXPENSES AND
Note: Do not include revenues of Internal Service Funds

Total Operating Revenues 440,470.00 Box #1
Non-Operating Revenues: (Do not include Gain on Sale of
Capital Assets)
Taxes/Assessments 5,905.00
Licenses/Permits 0.00
Intergovernmental Revenues 2,752.00] Filing Fee Owed
Interest Revenues 0.00
Other Non-operating Revenues not included above 0.00
Capital Contributions 0.00
Special and/or Extraordinary Items (Revenues only) 0.00

ENTERPRISE FUNDS - PAGE 20 (STATEMENT OF CASH FLOWS)
Proceeds from Sale of Capital Assets

TRUST FUNDS - PAGE 22 (STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS)

Total Additions to Pension & Private Purpose Trust Funds Only
Total Revenues for Calculation of Filing Fee

Part |l -
Add: Proceeds from Debt provided by a Federal agency, a
State agency, or another local government:

Determination of Audit Requirement w/ No Filing Fee (Enter Manually)

NOTE: Do not include additions to Investment Trust Funds

440,229.00

$6,452,561.00
If this amount is less than $500,000, no filing fee is required to

be paid. Complete Part Il below to determine if there is an

audit requirement.

If this amount is $500,000 or greater, filing fee and audit are
required. STOP - No need to complete Part L.

Box #2

Board of Investments - InterCAP loan proceeds

Rural Development Loan proceeds

Loan/Bond proceeds from State Revolving Fund (SRF/WRF)

Other: Specify Federal or State agency or other local govt

Audit Required?

Total Debt Proceeds

Total Revenues + Total Debt Proceeds

if this amount is $500,000 or greater, you are required to
have an audit for the fiscal year.
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TO THE CITIZENS OF BROADWATER COUNTY, MONTANA

State law requires that all general purpose local governments publish within six months of the close of
each fiscal year; a complete set of financial statements presented in conformity with accounting
principles generally accepted in the United States and audited in accordance with general accepted
auditing standards by a firm or licensed certified public accountant. Pursuant that requirement, we
herby issue the comprehensive annual report of Broadwater County for the fiscal year ended June 30,
2014

The County, with assistance of CPA firm Denning, Downey & Associates, P.C., has prepared unaudited
financial statements to meet the requirements of Governmental Standards Board No. 34, Basic Financial
Statements - and Management's Discussion and Analysis - for State and Local Governments (GASB 34).

PROFILE OF BROADWATER COUNTY

Broadwater County was established January 31, 1897, as a commission form of government, and is
located in the southwestern portion of the state. The county seat is Townsend, the first city on the
Missouri River, is the only incorporated city in the county. Although there are several communities such
as the Silos area, Toston, Radersburg, the Wheatland area, and Winston The County has approximately
1193 square miles and a population of 5617.

The County provides a full range of services, including general government services that encompass
legal, election, financial, and public records and administration. Other major services of the County are
public safety and solid waste removal. The County also provides extension, library, aging services, public
health, disaster and emergency, homeland security, weed and mosquito control.

The annual budget serves as a foundation for Broadwater County's financial; planning and control. All
other agencies of the County are required to submit requests for appropriation to the Accounting
Manager by the end of June each year. These requests are the starting point for developing a proposed
budget. The Board of County Commissioners is required to hold a public hearing on the proposed
budget and to adopt a final budget.

FACTORS AFFECTING FINANCIAL CONDITION

The finances of Broadwater County are solvent. The Detention Center has begun to generate revenue
again and is self-funded and on average has near maximum occupancy. Broadwater County is currently
debt free. Our taxable value did decrease from FY13 to FY14 by $187,000 or $187.00 per mill as a result
of lost business tax revenues from the business equipment tax change from SB 372 and SB 96. The tax
burden per capital has remained constant. As of December 15, 2014, Broadwater County’s protested
tax cash balance is $ 268,772.04. Some of the protests date back several years over utilities and to date,
there is no resolution by the State of Montana Department of Revenue.

The 2001 Montana Legislature provided major tax reform for local governments. House Bill 124
replaced current funding structure, simplifying the flow of revenue between local government and the
State. Revenues from motor vehicle licensing, gaming revenue and other sources are now forwarded to
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the state and come back to the County in the form of an Entitlement Share. The next significant change
to this process was in 2011 when the legislature froze the payment amounts for FY-13 and FY-14. The
legislature also changed how the overall growth rate is calculated with the new "hase" being the actual
2012 payment amount. A reduction in the valuation of unsold subdivided lots due to the Heidecker case
decision by the Supreme Court added to the changes. The Entitlement Share payment for fiscal year
2014 was $447,885.64.

When the calculations were completed for FY-14 the growth rate hit the 3 % cap, therefore the growth
rate applied to all counties payments was be 3%; however, the 2011 legislature also passed SB 372
which further reduced the tax rate on business equipment. The lost revenue from that legislation was
added to the base amount for each county--prior to the growth factor being applied. Because the lost
revenue is now included in the base, the actual increase in the Entitlement Share Payments for each
county varies widely, as does the percent when compared the FY-13 to FY-14 amounts. 5B 96 further
reduced the tax rate on business equipment and became effective for tax years beginning after
December 31, 2013. Business equipment that is not liened to real property (included in the real
property tax statements) is taxed in May, based upon January values. The lost property tax revenue will
be reimbursed in June 2014 as a special Entitlement Share payment.

The legislature also recognized the importance of providing a health care benefit to employees, and the
rising cost of such a benefit, and authorized local governments to raise mills to cover the cost of
increases for this benefit. Commissioners levied 44.23 mills for health care benefits for 2014; 25.05
were permissive and 19.18 were not.

Cash Management Policies

Broadwater County operates an investment program for idle cash belonging to the county. The intent of
the cash management system is to limit the amount of funds placed in accounts where low to no
interest is paid. Idle cash was invested in U.S. Government bonds, ranging from $250,000 to $1,000,000,
with average vield of .88% in June 2014. The Short Term Investment Pool (STIP) is the liquid investment
pool with $1,789,968 million. All investments are required to meet collateral requirements as defined
by state law. The County Treasurer manages the investments of Broadwater County.

Summary
This financial report is designed to provide readers with a general overview of the County’s finances and
the County’s accountability for the money it receives. The reader is invited to review the Management’s
Discussion and Analysis for more detailed information regarding the County’s financial status.
Respectfully submitted,

J-Q}b’b\/v
Debbie Kelley

Accounting Manager
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Broadwater County

Management’s Discussion & Analysis — June 30, 2014

In 1999, the Governmental Accounting Standard Board (GASB) issued a new
accounting standard that essentially revised the form of governmental entities’ financial
statements. Broadwater County implemented the new financial report for Fiscal Year
ending June 30, 2004.

The following discussion and analysis of Broadwater County's financial performance
provides an overview of the County’s financial activities for the fiscal year ended June
30, 2014. Reading this narrative in conjunction with the governing body’s transmittal
letter on page 1 and the County’s financial statements should give you a complete
overview of the activities and financial status of Broadwater County.

Financial Highlights

The assets of Broadwater County exceeded its liabilities. Total net assets were
$11,253,351.

v The total fiscal year end governmental fund balance was $4,719,325.

v The unassigned general fund balance at fiscal year-end was $1,568,561. More
information regarding the general fund and other funds such as public safety,
detention, road and solid waste balances is contained in the Economic Factors
and Future Outlook section ward the end of the management discussion and
analysis (MD & A).

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the County’s
basic financial statements. The County’s basic financial statements consist of the
following three components:

1 Government-wide Financial statements
2 Fund Financial Statements
3 Notes to the Financial Statements

Other supplementary information is also included at the end of the financial section.
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Government Wide Financial Statements

The Government Wide Financial statements are designed to provide readers with a
broad overview of the County’s finances using the accrual basis of accounting, the basis
of accounting used by most private sector businesses.

The Statement of Net Position presents information on all of the County’s assets and
liabilities or per GASBS No. 65, classifies them as deferred outflows or deferred inflows
of resources effective fiscal year ending June 30, 2014. The difference between the
inflows and outflows are reported as net position. Over time, increases and decreases
in net position may provide an indication of whether the County’s financial position is
staying the same, improving or deteriorating.

The Statement of Activities presents information reflecting how the County’s net
assets have changed during the fiscal year just ended. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future periods (e.g.,
uncollected taxes are earned but unused vacation leave).

The Government Wide Financial statements distinguish functions of the County that are
Governmental activities principally supported by taxes, intergovernmental revenues,
and other non-exchange revenues. Examples of government activities are public
safety, culture and recreational services, economic development and public works.
Business type activities are financed in whole or in part by fees charged to external
parties for goods or services. Examples of business type activities are Solid Waste and
the Silos Recreation area.

Fund Financial Statements

Traditional users of the County’s financial statements will find the Fund Financial
Statement presentation more familiar. With GASB 34, the focus is now on major funds
rather than fund types.

A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. A major fund should
generally meet both of the following criteria:

1. Total assets, liabilities, revenues, or expenditures are at least 10% of the
corresponding total (assets, liabilities etc.) for that fund type (i.e., governmental
or enterprise funds) and,
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2 Total assets, liabilities, revenues, or expenditures of the individual governmental
or enterprise fund are at least 5% of the corresponding total for all governmental
and enterprise funds combined.

The County, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance related legal requirements. All of the funds of the
County can be divided into two categories: Governmental funds and Proprietary funds.

Governmental Funds

Governmental funds are used to report those same functions reported as governmental
activities in the Government Wide Financial statements. However, unlike the
government wide statements, the fund financial statements are prepared on the
modified accrual basis. Under the modified accrual basis of accounting, revenues are
recognized when they become measureable and available, and expenditures are
recognized when the related fund liability is incurred, with the exception of long term
debt and similar long term items which are recorded when due. Therefore, the focus of
the governmental fund financial statements is on near term inflows and outflows of
spendable resources as well as on the balance of spendable resources available at the
end of the fiscal year.

Since the focus of the governmental funds is on near term resources, it is useful to
compare the information presented for governmental funds with similar information
presented for governmental activities in the government wide financial statements. To
facilitate this comparison, reconciliation is provided for both the governmental fund
balance sheet and the governmental statement of revenues, expenditures, and changes
in fund balances.

Information is presented separately in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund balances
for the General Road, Public Safety, Detention Center, and Deep Creek Project funds.
These 5 funds are considered to the major funds. Data from other governmental funds
is combined into a single, aggregated presentation and individual fund data for each of
these non-major funds is provided in the form of combining statements located within
the supplementary information following the notes to the financial statements.

The County adopts an annual appropriated budget for all of its governmental funds.
Budgetary comparison statements have been provided to demonstrate compliance with
this budget.

The Basic Governmental Fund Financial statements can be found on pages 13-17 of
this report.



Proprietary Funds

The County maintains two enterprise proprietary funds. The Proprietary Fund Financial
statements are prepared on the accrual basis of accounting. Enterprise funds are used
to report the same functions presented as business type activities in the government
wide financial statements. The County uses enterprise funds to account for its Solid
Waste and Silos Recreation Area operations.

Proprietary funds provide the same type of information as the Government Wide
Financial statements only in more detail. The Basic Proprietary Fund Financial
statements can be found on pages 18-21.

Government Wide Financial Analysis

The County has presented its financial statements under the reporting model required
by GASB 34.

Net assets over time may serve useful as the indicator of a government's financial
position. The net assets for the fiscal year ending June 30, 2014 are $10,431,100
(assets exceeded liabilities).

The County’s largest portion of net assets reflects investment in capital assets, land,
and construction in progress, buildings, equipment and vehicles. These assets are
used to provide services to the citizens of Broadwater County and are not available for
future spending. The County’s investment in capital assets is reported net of related
debt. Resources needed to repay this debt must be provided from other sources, since
the capital assets themselves cannot be used to liquidate these liabilities.

The following MD & A Comparison report Table 1, presents condensed financial
information on the County’s Net Position and Table 2, presents condensed financial
information on the County’s Changes in Net Position as of and for the fiscal year end
June 30, 2014.

GOVERNMENTAL ACTIVITIES

Net assets in governmental activities’ decreased by $370,361 during fiscal year 2014.
Program revenues in the capital grants and contributions column include grants from
federal and state sources.



BUSINESS-TYPE ACTIVITIES

Net assets in business type activities’ decreased by $111 881 during the fiscal year
2014.

Financial Analysis of the County’s Funds

As noted previously, the County uses fund accounting to ensure and demonstrate
compliance with finance related legal requirements.

Governmental Funds

The focus of the County’s governmental funds is to provide information on near term
inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the County’s financing requirements. In particular, unreserved fund balance
may serve as a useful measure of a government's net resources available for spending
at the end of the fiscal year.

The total fund balance for governmental funds for the fiscal year ended 2014 was
$4,719,325. A fund balance of $3,194,014 has been reserved for other projects.

Proprietary Funds

The County’s proprietary funds provide the same type of information found in the
Government Wide Financial statements, but in more detail.

General Fund Budgetary Highlights
No significant variances existed between the final revenue budget and the actuals.

No significant variances existed between the final expenditure budget and the actuals.

Capital Asset and Debt Administration

Capital Assets

Broadwater County has set the capitalization threshold for reporting capital assets at
$5,000. The County’s investment in capital assets for its governmental and business
type activities includes buildings, equipment, and improvements other than building. A
reduction in assets was due to depreciation. As of June 30, 2014, the total balance was
$5,389,690.



Debt Administration (liabilities)

The County entered into a lease which meets the criteria of a capital lease as defined
by Statement of Financial Accounting Standards No. 13. The Solid Waste department
leased a new skid steer on March 24, 2014, at an original cost of $54,250.

Economic Factors and Future Outlook

Property taxes are not keeping up with inflation. The recommended maximum reserve
of 33% of the annual budget was maintained for FY14. These reserves are necessary
because the first installment of property taxes is due November of each year and
property taxes are the major source of income for these funds. Cash balances
decrease between July 1* and November 30" Therefore, the reserves are needed to
pay expenditures of these 5 months.

The annual budget assures the efficient, effective and economic uses of the County’s
resources, as well as ensuring projects and objectives are carried out according to
prioritized planning. Through the budget, the County Commissioners set the direction of
the County and allocate its resources accordingly.

The following factors were considered in preparing the budget for the 2014 fiscal year:

v Road equipment continues to deteriorate. A plan has been established to rotate
the old equipment out and new equipment in. The many subdivisions that have
developed within the County put added wear and tear on County roads. This has
created a need for an additional machine operator but there is no additional
revenue in the budget to allow for an increase in staff.

v The taxable valuation of the County Wide taxing jurisdiction $187.00 per mill from
FY 13 to FY 14. This was a result of lost business tax revenues from the change
in business equipment tax from SB372 and SB 96. However, most of that money
comes back from the State to the County in the form of an Entitlement Share.

v MCA 15-10-420, as amended by SDB 491, mandated we reduce our permissive
medical levy (fund 2372) to reach a target goal by FY 2014. The target was
reached and the County was allowed to mill 25.05 mills for the permissive
medical and 19.18 mills for the employer contribution to health insurance (fund
2371). Both were based on the County wide valuation of 1 mill equaling
$13,346.00 per mill.

v County employees’ salaries have been lower than average for many years. The
County employees received a $.45 per hour increase during FY14. This was
approved for the elected officials by the County Compensation Board. The
elected officials then recommended it be given to all County employees. This
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increase in base salaries/wages is to assist the County in retaining employee’s
long term and cut down on staffing turnover by making wages more competitive.

v Protested taxes continue to have a negative effect on Cash balances for many
funds. Potential growth in the County slowed down as a result of the County
being saturated by subdivisions and the overall state of the economy in the
United States. When the market slowed down a few years ago, sales of lots
nearly ceased. Furthermore, a Supreme Court decision lost by Department of
Revenue has resulted in lower tax rates for unsold subdivision lots. The Clerk
and Recorder revenue is down along with that of the Planning Department.

As the County entered Fiscal Year 14 (FY14), revenue was adversely affected by
subdivision properties disputing taxes of fully developed land vs. agriculture land.
Reserves are set at the maximum level allowed by law in an effort to ensure adequate
cash flow throughout the year. However, between delinguent taxes and protested
taxes, there is not always adequate cash flow in every fund. The County is committed
to maintain a long term Capital Improvements Plan, with a primary function of protecting
and replacing infrastructure and equipment.

In summary, Broadwater County has continued to maintain services at previous year
levels. Frequently, the county is faced with the need to run special mill levy elections to
improve/expand the services provided to our community, such as our school, hospital,
and fire department. However, in FY 09 two mill levy elections failed. One in FY13
failed. The following is a summary of required annual tax per fiscal year since 2003 for
property valued at $100,000:

e FY 2003 required annual taxes of $1,164.62
e FY 2004 required annual taxes of $1,137.81
e FY 2005 required annual taxes of $1,068.55
e FY 2006 required annual taxes of $1,072.68
o FY 2007 required annual taxes of $1,048.33
o FY 2008 required annual taxes of $1 ,076.84
e FEY 2009 required annual taxes of $1,020.68
o FY 2010 required annual taxes of § 893.26
e FY 2011 required annual taxes of $ 829.00
e FY 2012 required annual taxes of $ 835.25
o FY 2013 required annual taxes of $ 720.00

Cumulative effects of several legislative bills in recent years have changed the
methodology in how taxable values are calculated. Examples of those changes include,
but aren’t limited to- tax exempt statuses, lower business equipment tax, the class of
property, and reclassifications of unsold subdivided lands.
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The changes in how Broadwater County calculates the property tax due are based on
the fair market value of the home or property in question, as determined by the
Broadwater County Property Tax Assessor, an employee of the Montana Department of
Revenue. Each property is individually taxed each year, and any improvements or
additions made to your property may increase its appraised value. The median value
for EY 2014 was $159,700 and estimated annual taxes of $1,142.00.

All figures are based on buildings and land only. NO fees are included.
Financial Contact

The County’s financial statements are designed to provide users (citizens, taxpayers,
customers, investors, and creditors) with a general overview of the County’s finances
and to demonstrate the County’s accountability. Questions concerning any of the
information presented in this report or requesting additional information should be sent
to Broadwater County Accounting Manager, 515 Broadway, Townsend, MT 59644.
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BROADWATER COUNTY, MONTANA

Fiscal Year Ended June 30, 2014

UNAUDITED FINANCIAL STATEMENTS



ASSETS
Cuirent assels;

Broadwater County, Montana
Statement of Net Position

UNAUDITED

Cash and investments
Taxes and assessments receivable, net
Accounts receivable - net
Notes and leans receivable
Interest receivable
Due from other governments
Total current assets

Noneurrent assets

Capital agses - land
Capital assets - construction in progress
Capital assets - depreciable, net
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities

Accrued payroll

Short tesrm loan payable

Current portion of long-term capital liabilities

Current pertion of compensated absences payable
Total current liabilities

Noncurrent liabilities

Noncurrent portion of long-term liabilities
Noncurrent portion of fong-term capital liabilities
Noneurtent portion of compensated absences
Total noncurrent liabilities
Total liabilities

NET POSITION

. __Restricted_for public.safety . _ 3=

Net investment in capital assets
Restricted for general government

Restricted for public works
Restricted for public health
Restricted for social and economie services
Restricted for culture and recreation
Restricted for Miscellancous purposes
Unrestricted

Total nef position

June 30,2014
Governmental Business-type
Actlvities Activities Total
$ 4,337,519 3§ 195,299 § 4,532,818
248,188 122715 370,963
- 2,893 2,893
120,000 - 120,000
2,700 - 2,700
333,003 808 333,811
$ 5,041,410 § 321,775 $ 5,363,185
$ 263,404 § 2,959 §$ 266,363
78,673 - 78,673
5,047,613 497,517 5,545,130
$ 5,389,690 500,476 § 5,890,166
3 10,431,100 § 822,251 § 11,253,351
b 73,897 $ 3,762 % 77,659
- 9,400 9,400
- 11,313 11,313
174,793 19,207 194,000
$ 248,690 § 43,682 § 292,372
$ 620,267 $ 140,449 $ 760,716
- 30,046 30,046
41,001 4,505 45,506
$ 661,268 $ 175,000 §$ 836,268
$ 909,958 §$ 218,682 § 1,128,640
$ 5,389,690 $ 459,117 $ 5,848,807
226,411 - 226,411
T e ol SEABOIRG. e e _ 1,359,236 ..
984,120 - 984,120
219,131 - 219,131
71,288 - 71,288
125,314 - 125,314
361,246 - 361,240
784,706 144,452 929,158
) 9,521,142 & 603,569 § 10,124,711
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ADDITIONS
Contributions:

UNAUDITED

Broadwater County, Montana
Statement of Changes in Net Position

Fiduciary Funds

For the Fiscal Year Ended June 30, 2014

Contributions to Investment Trust Fund

Investment earnings:

Interest and change in fair value of investments

Total additions

DEDUCTIONS

Distributions from investment trust fund

Other expenditures
‘Total deductions
Change in net position

Net Position - Beginning of the year

Net Position - Beginning of the year - Restated

Net Position - End of the year

“r 2 ©“ o7

i

Investment Trust Private Purpose
Funds Trust Funds
2,360,254 § -
25,949 340,229
2,386,203 § 440,229
3,061,140  § -
- 266,026
3,061,140 § 266,026
(674,937) § 174,203
4,902,343 $ 3,035,225
4,902,343  § 3,035,225
4227406  $ 3,209,428




BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The County complies with generally accepted accounting principles (GAAP). GAAP
includes all relevant Governmental Accounting Standards Board (GASB)
pronouncements.

GASBS No. 65, Items Previously Reported as Assets and Liabilities, establishes
accounting and financial reporting standards that reclassify, as deferred outflows of
resources or deferred inflows of resources, certain items that were previously reported as
assets and liabilities and recognizes, as outflows of resources or inflows of resources,
certain items that were previously reported as assets and liabilities. This standard is
effective for fiscal year ending June 30, 2014. o

Financial Reporting Entity

In determining the financial reporting County, the County complies with the provisions
of GASB statement No. 14, The Financial Reporting County, as amended by GASB
statement No. 61, The Financial Reporting County: Omnibus, and includes all component
units of which the County appointed a voting majority of the component units’ board; the
County is either able to impose its’ will on the unit or a financial benefit or burden
relationship exists. In addition, the County complies ‘with GASB statement No. 39
Determining Whether Certain Organizations Are Component Units which relates to
organizations that raise and hold economic resources for the direct benefit of the County.

Primary Government

The County is a political subdivision of the State of Montana governed by an elected
three member Board of County Commissioners. The County utilizes the commission
form of government. The County is considered a primary government because it isa
general purpose local government. Further, it meets the following criteria: (a) It has a
separately elected governing body (b) It is legally separate and (c) It is fiscally
independent from the State and other local governments.

" Basis of Presentation, Measurement Focus and Basis of Accounting.
Government-wide Financial Statements:

Basis of Presentation

The Government-wide Financial Statements (the Statement of Net Position and the
Statement of Activities) display information about the reporting government as a whole
and its component units. They include all funds of the reporting County except fiduciary
funds. The statements distinguish between governmental and business-type activities.
Governmental activities generally are financed through taxes, intergovernmental
revenues, and other non-exchange revenues. Business-type activities are financed in
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BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

whole or in part by fees charged to external parties for goods or services. Eliminations
have been made in the consolidation of business-type activities.

The Statement of Activities presents a comparison between direct expenses and program
revenues for each function of the County’s governmental activities. Direct expenses are
those that are specifically associated with a program or function. The County does not
charge indirect expenses to programs or functions. The types of transactions reported as
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
activity and 2) operating grants and contributions, and 3) capital grants and contributions.
Revenues that are not classified as program revenues, including all property taxes, are
presented as general revenues. i

Certain eliminations have been made as prescribed by GASB 34'in regards to inter-fund
activities, payables and receivables. All internal balances in the Statement of Net
Position have been eliminated except those representing ~ balances between the
governmental activities and the business-type activities, which are presented as internal
balances and eliminated in the total primary government column. In the Statement of
Activities, internal service fund transactions have been ecliminated; however, those
transactions between governmental and business-type activities have not been eliminated.

Measurement Focus and Basis of Accounting .

Government-Wide Financial Stai_:ements

On the government-wide Statement of Net Position and the Statement of Activities, both
governmental and business-type activities are presented using the economic resources
measurement focus and the acerual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when carned and expenses are recorded when the
liability is incurred regardless of the timing of the cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items
are recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met. The County generally applies restricted resources {0 exXpenses incurred
‘before using unrestricted resources when both restricted and unrestricted net assets are

available.

und Financial Statements:

Basis of Presentation

Fund financial statements of the reporting County are organized into funds, each of which
is considered to be separate accounting entities. Each fund is accounted for by providing
a separate set of self-balancing accounts. Fund accounting segregates funds according to
their intended purpose and is used to aid management in demonstrating compliance with
finance-related legal and contractual provisions. The minimum number of funds is
maintained consistent with legal and managerial requirements. Funds are organized into
three categories: governmental, proprietary, and fiduciary. An emphasis is placed on
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BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

major funds within the governmental and proprietary categories. Each major fund 18
displayed in a separate column in the governmental funds statements. All of the
remaining funds are aggregated and reported in a single column as non-major funds. A
fund is considered major if it is the primary operating fund of the County or meets the
following criteria:

a. Total assets combined with deferred outflows of resources, liabilities
combined with deferred inflows of resources, revenues, OT
expenditures/expenses of that individual governmental or enterprise fund are
at least 10 percent of the corresponding total for all funds of that category or
type; and

b. Total assets combined with deferred outflows of resources, "1jabi1ities

combined with deferred inflows of resources, rg:venués;' or
expenditures/expenses of that individual governmental or enterprise funds are
at least 5 percent of the corresponding total for all governmental and
enterprise funds combined. : -

Measurement Focus and Basis of Accounting

Governmental Funds

Modified Accrual

All governmental funds are accounted for using the modified accrual basis of accounting.
Under the modified accrual basis of accounting, revenues are recorded when susceptible
to accrual; i.e., both measurable and available. “Measurable” means the amount of the
transaction can be determined. “Available” means collectible within the current period or
soon enough thereafter to be used to pay liabilities of the current period.

The County defined the length of time used for “available” for purposes of revenue
recognition in the governmental fund financial statements to be upon receipt.
Expenditures are recorded when the related fund liability is incurred, except for
unmatured interest on general long-term debt which is recognized when due, and certain

compensated absences and claims and judgments which are recognized when the
“obligations are expected to be liquidated with expendable available financial resources.

General capital asset acquisitions are reported as expenditures in governmental funds and
proceeds of general long-term debt and acquisitions under capital leases are reported as
other financing sources.

Property taxes, franchise fees, licenses, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period. Only the portion of special assessments receivable
due within the current fiscal period is considered to be susceptible to accrual as revenue
of the current period. Expenditure-driven grants are recognized as revenue when the
qualifying expenditures have been incurred and all other grant requirements have been
met. Entitlements and shared revenues are recorded at the time of receipt or earlier if the
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BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

susceptible to accrual criteria are met. All other revenue items are considered to be
measurable and available only when cash is received by the government.

Major Funds:
The County reports the following major governmental funds:

General Fund — This is the County’s primary operating fund and it accounts for
all financial resources of the County except those required to be accounted for in
other funds.

Road Fund — A special revenue fund used to account for road department activity.

Public Safety Fund — A special revenue fund used to account for revenues and
expenditures for public safety. .

Detention Center Fund — A special revenue fund used to account for the activity
of the detention center.

Deep Creek Bridges Project — A special revenue fund used to account for the
activity of the Deep Creck Bridges Project.

Proprietary Funds:

All proprietary funds are accounted for using the accrual basis of accounting. These funds
account for operations that are primarily financed by user charges. The economic
resource focus concerns determining costs as a means of maintaining the capital
investment and management control. . Revenues are recognized when earned and
expenses are recognized when incurred. Allocations of costs, such as depreciation, are
recorded in proprietary funds.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connections with a proprietary fund’s principal ongoing
operations. ~ The principal operating revenues for enterprise funds are charges to
customers for sales and services. Operating expenses for enterprise funds include the
cost of sales and services, administrative expenses, and depreciation on capital assets.
All revenues and expenses not meeting this definition are reported as non-operating
revenues and expenses. When both restricted and unrestricted resources are available for
use, it is the County’s policy to use restricted resources first, then unrestricted resources
as they are needed.

Major Funds:
The County reports the following major proprietary funds:

Solid Waste Fund — An enterprise fund that accounts for the activities of the
County’s solid waste service.
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BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

Fiduciary Funds

Fiduciary funds presented using the economic resources measurement focus and the
accrual basis of accounting (except for the recognition of certain liabilities of defined
benefit pension plans and certain postemployment healthcare plans). The required
financial statements are a statement of fiduciary net position and a statement of changes
in fiduciary net assets. The fiduciary funds are:

Investment Trust Funds — To report the external portion of investment pools
reported by the sponsoring government.

Private-purpose Trust Funds — To report all other trust arrangements uﬁder:.?_yvhich

the principal and income benefit individuals, private organizations, or other
governments. : -

Agency Funds — To report resources held by the reporting government in a purely
custodial capacity (assets equal liabilities). This fund primarily consist of assets
held by the County as an agent for individuals, private organizations, other local
governmental entities and the County’s claims and payroll clearing funds

NOTE 2. CASH, CASH EQUIVALENTS, AND INVESTMENTS

Cash Composition -
Composition of cash, deposits and investments at fair value on June 30, 2014, are as

follows:
Primary
Government

Cash on hand and deposits:
Cash on hand:

Petty Cash = | W $ 1,650
Cash in Banks: B, &

Demand deposits 4 805,580

Savings deposits

Time deposits 200,000

© Investments:
State Short-Term Investment Pool (STIP) 1,789,968
U.S. Government Bonds 6,729,750
Canyon Ferry Trust Investments 2.639.005
Total $ 12,165,953

S~ =

o o =



BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

Credit Risk
Section 7-6-202, MCA, limits investments of public money of a local government in the
following eligible securities:

(a) United States government freasury bills, notes and bonds and in the United
States treasury obligations, such as state and local government series (SLGLS), separate
trading of registered interest and principal of securities (STRIPS), or similar United
States treasury obligations;

(b) United States treasury receipts in a form evidencing the holder’s ownership of
future interest or principal payments on specific United States treasury obligations that, in
the absence of payment default by the United States, are held in a special custody account
by an independent trust company in a certificate or book entry form with the federal
reserve bank of New York; or : E w

(c) Obligations of the following agencies of the United States; subject to the
limitations in subsection 2 (not included): &y

(1) Federal home loan bank;

(ii)  Federal national mortgage association;
(i)  federal home mortgage corporation; and
(iv)  Federal farm credit bank. '

With the exception of the assets of a local government group self-insurance program,
investments may not have a maturity date exceeding 5 years except when the investment
is used in an escrow account to refund an outstanding bond issue in advance.

Section 7-6-205 and Section 7-6-206, MCA, state that demand deposits may be placed
only in banks and Public money not necessary for immediate use by a County, city, or
town that is not invested as authorize in Section 7-6-202 may be placed in time or savings
deposits with a bank, savings and loan association, or credit union in the state or place in
repurchase agreements as authorized in Section 7-6-213.

Section 7-6-202, MCA, as amended, now limits authorized investments in certain

securities that previously were permissible mvestments. The amendment does not apply

to and does not require the sale of securities that were legal investments before the

effective date of this act. However, the investments reported as collateralized mortgage
obligations above are not authorized investments at the current time.

‘The government has no investment policy that would further limit its investment choices.

Shott Term Investment Pool (STIP) Credit Quality ratings by the S&P’s rating services
as of June 30, 2014:

Credit Weighted

Security Investment Type Amortized Cost  Quality  Average
Rating  Maturity

Asset Backed Commercial Paper $ 777,417,680 Al 30

Corporate Commercial Paper 138,958,389 Al 39
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BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

Corporate Variable-Rate 658,894,083 Al 38
Certificates of Deposit Fixed Rate 100,000,000 Al 219
Certificates of Deposit Variable-Rate 391,996,239 Al+ 32
Other Asset Backed 38,440,281 NR NA
U.S. Government Agency Fixed 75,003,275  Al+ 194
U.S. Government Agency Variable -Rate 200,003,406 Al+ 31
Money Market Funds (Unrated) 133,439,814 NR 1
Money Market Funds (Rated) 21,000,000 Al+ - 1
Total Investments $ 2,535.153.167 43
Securities Lending Collateral Investment ~ § 1.861,748 NR *
Pool

“* As of June 30, 2014, the Securities Lending Quality Trust ﬁquidity pool had an average
duration of 41 days and an average weighted final maturity of 114 days for U.S. dollar
collateral. The duration pool had an average duration of 33 days and an average
weighted final maturity of 548 days for U.S. dollar collateral.”

Audited financial statements for the State of Montana’s Board of Investments are
available at 555 Fuller Avenue in Helena, Montana. -

Condensed statements of investments pools
The following represents a condensed statement of net assets and changes in net assets

for the Treasurer’s Pool as of'Jun_e 30, 2014.

Statement of Net Assets

Net assets held in trust for all pool participants:

Equity of internal pool participants $ 4,492,312

Equity of External pool participants 4.227.406

Total equity $ 8,719,718
Condensed Statement of Changes in Net Assets External Internal
Investment earnings $ 25949 § 28,061
Contributions to trust 2,360,125 2,410,600
Distributions paid (3.061.139) (2.561.238)
Net change in net assets $ (675,065) $ (122,577)
Net assets at beginning of year 4.902.472 4,614,888
Net assets at end of year $ 4227407 $_ 4492311
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BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

Cash equivalents

For purposes of the statement of cash flows, the enterprise funds consider all funds
(including restricted assets) held in the County’s cash management pool to be cash
equivalents.

NOTE 3. CAPITAL ASSETS

The County’s assets are capitalized at historical cost or estimated historical cost. County
policy has set the capitalization threshold for reporting capital assets at $5,000. Gifts or
contributions of capital assets are recorded at fair market value when received. The costs
of normal maintenance and repairs are charged to operations as incurred. Improvements
are capitalized and depreciated over the remaining useful lives of the related fixed assets,
as applicable. Depreciation is recorded on a straight-line basis over the useful lives of the
assets as follows: Sty

Buildings 50 years
Improvements 20 =30 years™="
Equipment . 5 20 years..

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement
No. 34 which requires the inclusion of infrastructure capital assets in local governments’
basic financial statements. In accordance with Statement No. 34, the County has included
the value of all infrastructures into the 2014 Basic Financial Statements.

A summary of changes in govemméﬁtal capital assets was as follows:

Balance Additions/ Retirements/ Balance

July 1,2013 Donations Transfers June 30,2014

Capital assets not being depreciated:

Land $ 263,404 % -3 - 5
Construction in Progress : - 78.673 -
Total Capital Assets not being depreciated ~ § 263404 §__ 78.673 $ - §
Other capital assets;
Buildings Y § 4498953 § . § 4,498,953
Improvements other than buildings 287,324 38,960
Machinery and equipment 4,330,535 174,902 (46,525) 4,458,912
Infrastructure 1,024,006 - -
Total other capital assets at historical cost $ 10,140,818 $_ 213.862 § (46,525) $_10,307.885
Less accumulated depreciation: $ (4.908.133) $_(398.664) $ 46,525 $_(5.260.272)
Total $ 5496089 $_(147.814) $ - 5

s



Governmental activities depreciation expense was charged to functions as follows:

BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

Governmental Activities:

General government $ 4,908
Public safety 147,683
Public works 223,245
Public health 1,807
Social and economic services 825
Culture and recreation 20.196

Total governmental activities depreciation expense $398.664

A summary of changes in business-type capital assets was as follows:

Balance Additions/ ~ Adjustments/

Balance
July 1,2013  Retirements Transfers June 30, 2014
Capital assets not being depreciated: :

Land $ 2,959 § 61.000 $ $ 63,959
Total Capital Assets not being depreciated $ 2959 § 61,000 § $ 63.959
Other capital assets: : . e

Buildings $ 238,595 § - 3 $ 238,595

Improvements other than buildings 161,471 - 161,471

Machinery and equipment 582,574 57.850 640,424
Total other capital assets at historical cost $ 982640 .$  57.850 § $_1,040.490
Less accumulated depreciation: $  (542.891) S_ (61.082) $ $  (603.,973)

Total R 442,708 $ 57,768 $ $ 500,476

NOTE4.  LONG TERM DEBT OBLIGATIONS

In the governmental-wide and proprietary financial statements, outstanding debt is
reported as liabilities.

The goychGn‘[al fund financial statements recognize the proceeds of debt and
premiums as other financing sources of the current period. Issuance costs are reported as

xpenditures. .



BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

Changes in Long-Term Debt Liabilities - During the year ended June 30, 2014, the
following changes occurred in liabilities reported in long-term debt:

Balance Balance Due Within
July 1,2013 Additions Deletions  June 30, 2014 One Year
Compensated absences $ 175,869 $ 39,925 § $ 215,794 $ 174,793
Advances 67,343 - (4,530) 62,813 -
Other post-employment benefits* 455239  165.028 - 620,267 -
Total $ 698451 $204953 $_ (4,530) §$ 898,874 § 174,793

*See Note 5

In prior years the general fund was used to liquidate compensated absences and claims

and judgments.
Balance W Balance Due Within
July 1,2013 Additions Deletions — June 30,2014 One Year
Compensated absences $ 16,289 § 7,423 $ a- § HIR2 8 -
Capital leases 0 54250 7412,89F); 41,359 11,313
Other post-employment benefits* 76,271 64.178 - 140,449 -
Total $ 92,560 $125.851 $_(12.891) $ 205,520 § 11.313
*See Note 5 ; ;

Capital Leases s
The County has entered into a lease which meets the criteria of a capital lease as defined
by Statement of Financial Accounting. Standards No. 13, "Accounting for Leases," which
defines a capital lease generally as one which transfers benefits and risks of ownership to
the lessece when all terms of the lease agreements are met. Capital lease obligations
outstanding as of June 30, 2014 were as follows:

sy ¥ , 4 Capitalized Less: Remaining
Origination ~ Interest ~ Original Accumulated ~ Net ~ Payments as of
Purpose Date rate Cost Amortization  Value  June 30,2014
Equipment-03/24/2014 3.75%  $54250 $ (12.801) $41.359 3 41.359
Total % $_ (12,891 $41.359 §__ 41,359

(2) Reported in bﬁsincss-type activities.

Annual requirement to amortize debt:

For Fiscal
Year Ended Principal Interest
2015 $ 11,313 § 1,578
2016 11,744 1,146
2017 18,302 698
Total $ 41,359 $ 3,422
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BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

Compensated Absences

Compensated absences are absences for which employees will be paid for time off earned
for time during employment, such as earned vacation and sick leave. It is the County’s
policy and state law to permit employees to accumulate a limited amount of earned but
unused vacation benefits, which will be paid to employees upon separation from County
service. Employees are allowed to accumulate and carry over a maximum of two times
their annual accumulation of vacation, but no more than 90 days into the new calendar
year. There is no restriction on the amount of sick leave that may be accumulated. Upon
separation, employees are paid 100 percent of accumulated vacation and 25 percent of
accumulated sick leave. The liability associated with governmental fund-type employees
is reported in the governmental activities, while the liability associated with proprietary
fund-type employees is recorded in the business-type activities/respective proprietary
fund. ~ ey

NOTESS. POSTEMPLOYMENT HEALTHCARE PLAN

Plan Description. The healthcare plan provides for, and Montana State Law (2-18-704)
requires local governments to allow employees with at least 5 years of service and who
are at least age 50 along with surviving spouses and dependents to stay on the
government's health care plan as long as they pay the same premium. Since retirees are
usually older than the average age of the plan participants they receive a benefit of lower
insurance rates. This benefit is reported as the Other Post-Employment Benefits
(OPEB) liability. The government has less than 100 plan members and thus qualifies to
use the "Alternative Measurement Method" for calculating the liability. The above
described OPEB plan does not provide a stand-alone financial report.

Funding Policy. The g(;vemmént pays OPEB liability costs on a pay-as-you-go basis.
A trust fund for future liabilities has not been established.

Funding Status and funding Progress. The funded status of the plan as of June 30, 2014
was as follows: '

Actuarial Accrued Liability (AAL) $ 1,232,624

Actuarial value of plan assets $ -
Unfunded Actuarial Accrued Liability (UAAL) $ -

"~ Funded ratio (actuarial value of plan assets/AAL) 0%
Covered payroll (active plan members) $ 1,622,319
UAAL as a percentage of covered payroll 75.98%
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Annual OPEB Cost and Net OPEB Obligation. The government's annual other post-
employment benefit (OPEB) cost (expense) is calculated based on the annual required
contribution of the employer (ARC), an amount determined in accordance with the
parameter of GASB statement 45. The ARC represents a level of funding that, if paid
on an ongoing basis, is projected to cover normal cost each year and amortize any
unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty (30)
years. The following table shows the components of the government's annual OPEB
cost for the year, the amount actually contributed to the plan, and changes in the
government's net OPEB obligation.

Annual Required Contribution (ARC) $ 229,206
Interest on net OPEB obligation $ &
Adjustment to ARC $ .
Annual OPEB cost (expense) 45 229,206
Contributions made $ . 5
Increase in net OPEB obligation : . L 229,206
Net OPEB obligation - beginning of year $ 531,510
Net OPEB obligation - end of year $ 760,716

Actuarial Methods and Assumptions. The following actuarial methods and assumptions
were used:

Actuarial cost method T Unit Credit Cost Method

Average age of retirement (based on historical data) 62
Discount rate (average anticipated rate) 1.77%
Average salary increase (Consumer Price Index) 2.80%
Health care cost rate trend (Federal Office of the Actuary)

Year % Increase

2013 4.0%

2014 7.8%

2015 6.4%

2016 6.2%

2017 6.0%

2018 6.4%

2019 6.8%

2020 6.9%

2021 6.7%

2022 and after 6.9%

A=



BROADWATER COUNTY, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE 6. FUND BALANCE CLASSIFICATION POLICIES AND PROCEDURES
The government considers restricted amounts to have been spent first when an
expenditure is incurred for purposes for which both restricted and unrestricted fund

balance is available.

Restricted Fund Balances

Major Fund Amount Purpose of Restriction
Road $567,703 Public Works
Public Safety $322,219 Public Safety
Detention Center $453,493 Public Safety
All Other Aggregate $226,411 General Government

$583,524 Public Safety
$416,417 Public Works
$219.131 Public Health

$71,288 Social and Economic Services
$125,314 Culture and Recreation
$361,246 Miscellaneous

NOTE 7. DEFICIT FUND BALANCES/NET POSITION |

Fund Name Amount Reason for Deficit How Deficit will be Eliminated
WIC $1,438

Home Health $303

Immunization $1,547

Rescued Animals ... $12,307
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GENERAL
INFORMATION

SECTION



GENERAL INFORMATION

{Complete all portions applicable to entity)

1. Class of county/city Not applicable per MCA
2. Date of incorporation 1907

3. County seat Townsend, Montana
4. Form of government Commission

5. Population (most recent estimate) 5,617

6. Land area 1193 Sqg. Miles

7. Miles of roads/streets/alleys 759

8. Taxable valuation 13,345,731

9. Road taxable valuation (county) 11,715,749

10. Number of water consumers

11. Average daily water consumption

12. Miles of water main

13. Miles of sanitary and storm sewers

14. Number of building permits issued

15. Number of full-time employees

B. PROPERTY TAX MILL LEVIES -

County/City/Town funds only (For fiscal year being reported)
Fund/activity Mills
See Attached pages
TOTAL 0.00
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