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FERGUS COUNTY
MANAGEMENT'S DISCUSSION & ANALYSIS

Our discussion and analysis of the financial performance provides an overview of the goverment's financial activities for the fiscal year
ended June 30, 2010. Please read it in conjunclion with our financial statements which begin on page 8.

FINANCIAL HIGHLIGHTS

» Nel assets remained virlually unchanged as a result of this year's operations, Net assets of our business-lype activilies increased
by $34,262, or nearly 2.5 percent. Net assets of our governmental acfivities increased by $57,304, or nearly 1 percent.

* During the year, g tivities had exp that were $2,508,784 more than the $7 520,683 generated in tax and other
revenues for governmental programs.  Governmental activities expenses were up 8 percent from fiscal year and revenues were
down $1,149,257 or 15.2 percent,

* In the business-type aclivities, revenues increased to $445,892, or 26.2 percent while expenses decreased by 42.7 percent.

+  The General fund reported a positive net change in fund balance this year of $23,367. In fiscal year 2009, fund balance decreased
$151,872. Revenues increased approximately 6,7 parcent over fiscal year 2009 and expenditures decreased 5 percent,

= In fiscal year, 58.97% of the budgeted spending authority for all funds within the County was used and revenues were at 80 72%
This is a variance of 20.75%, which is less of a vanance than with previous years for Fergus County.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Stalement of Net Assets and the Statement of Adlivilies provide
information about the activilies of the government as a whole and present a longer-term view of the finances. For govemmental
aclivities, fund statements lell how these services were financed in the short term, as well as, what remains for future spending. Fund
financial stalements also reporl the govemment's operations in more detail than the govemment-wide statements by providing
information about the most significant funds. The remaining statemants provide financial information about activities for which the
government acts solely as a trustee or agent for the benefit of those outside of the govemmenl.

OVERVIEW OF THE FINANCIAL STATEMENTS

G vide financial stat ts One of the most important questions asked about the govemment's financas is, “Is the
County as a whole better off or worse off as a result of the year's activities?” The Stalement of Nel Assels and the Stalement of
Activities (pages 8 and ©) report information about the government as a whole and about its activiies in a way that helps answer this
quastion. These statements include all assets and liabilities using the accrual basis of accounting, which is similar to the accounting
used by most private-sector companies. All of the cument year's revenues and expenses are taken into account regardiess of when
cash is received or paid.

These two statements report the net assels and changes in them. You can think of net assets—the difference between assets and
liabiliies—as one way to measure the government's financial health, or financial position, Over time, increasas or decreases in nat
assels are one indicator of whether its financial health is improving or deteriorating. You will need to consider other non-financial
factors, however, such as changes in the property tax base and the condition of the capital assets, to assess the overall health,

In the Statement of Net Assels and the Stalement of Activities, our governmant is divided into two kinds of activities:

Governmental activities—Basic services are reported here, including the police, fire, public works, and parks departments, and
gensral administration. Property taxes and state and federal grants finance most of thase activities.

Business-type aclivilles—Fees charged to customers to help it cover all or most of the cost of certain services it provides. The
Hospital and Airport funds are reporled here.

Fund financial statements The fund financial statements (pages 10 through 18} provide detailed information about the mast significant
funds—not the govemment as a whole. Some funds are required lo be established by State law and by bond covenanis, Also, the
governing body establishes many other funds to help it control and manage money for particufar purposes or o meet legal
responsibilities for using certain taxes, grants and other money. We wtilize the following funds:

Governmental funds—Basic services are reported in governmental funds, which focus on how money flows into and out of those
funds and the balances left at year-end that are available for spending. These funds are reported using an accounting method called
modified accrual accounting, which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund stalements provide a detalled short-term view of the g | g it operations and the basic services it
provides. Governmental fund infs ion helps you determi hether there are maore or fewer financial resources that can be spent
in the near future to finance programs. \We describe the relationship (or differences) between govermnmental activities (reported in the
Statement of Net Assets and the Statement of Activities) and govemmental funds in reconciliations (pages 11 and 13, respectively),

FERGUS COUNTY
MANAGEMENT'S DISCUSSION & ANALYSIS

Road Fund — The overall fund balanca for the raad fund increased $449,306 in 2010. In 2008, it decreased $123,742, or approximately
21 percenl.  Revenues were $256.234 in excess of expenditures in 2010 and in 2000 expendilures were $213,132 in excess of
revenues. In 2010, the road depariment received $87,078 more dollars in intergovernmental revenues than in 2009 and capital
expenditures were $221,186 less in 2010 than 2009. These two items alone make a significant part of the increase in the overall fund
balance for the road department.

Roundhouse Road Fund — 2010 s the first year this was considered a major fund. It was established so that individuals buying
properties in a subdivision within Fergus County could hook up fo City of Lewisiown water and/or sewer and be able o finance it over
the years. The fund currently has a fund deficit of $68,088 with deferred revenue of $16,498.

PILT - The overall fund balance for the PILT fund decreased by $138,010, or 8.8 percentin 2010. In 2008, the overall fund balance for
the PILT fund increased by $774,557, or 97 percent. Additional PILT funds were distributed in 2009, Fergus County received $835,051
more In PILT in 2009 than in 2008. In 2010, we recelved approximately $20,000 less than in 2009. More PILT money was distributed
to the road department to help with paying of equipment and working on the Penta cleanup.

Airport Fund — There was an overall increase in cash and cash equivalents for the airport fund of $34,063. Being an enterprise fund,
the airport is not supported by taxes so must rely more on the stale of the economy. When averaged together over the years, the airport
is “healthy” but net “wealthy”,

Hospital Fund — This fund accounts for the activities of the government's hospital capital lease and debt service aclivities.

GENERAL FUND ANALYSIS OF SIGNIFICANT BUDGETARY VARIATIONS

There was a General fund resolution done for approximately $140,000 that lowered the budget authority in the payroll employer

contribution object code, This was b of the decision by the C. issh to cover 100% of employee insurance through the
self-insurance fund rather than transferring levied monies to levied funds to cover it,

CAPITAL ASSET AND DEBT ADMINISTRATION

Major purchases andior obligations und 110 2010 included two new 160M graders, weed building (partial), county attorney
building, new andlor repaired bridges and pavilion upgrades and a perimeter fence at the falrgrounds.
THE GOVERNMENT'S FUTURE

In 2009, there was a reappraisal completed by the Montana Department of Revenue. In 2010, we continued to have tax appeals come
through our office due 1o this, and numerous tax abatements have been processed. There was some concem that there have been so
many pi with the reappraisal that it will need to be redone, but this doesn't appear to be the case. While the County's taxable
wvaluation didn't significantly increase in 2010, we did see an increase,

Fergus County Community Council continues to actively pursuing ideas from the County residents for improvements, needs, and
requests. The jail continues to need updafes and improvements,

;rhare eontinues to be interest in developing subdivisions within the County, but there is a d in people moving in to p the
ols.

The availability of trained and qualified employees continues to be limited. Employee tumover has decreased, but finding individuals to
fill openings is difficult.

The Penta cleanup at the road depariment has had and will continue o have a huge negative financial impact on the County. This will
prove to be a very expensive project.

There continues to be a lot of dissention between the fair board, the fair manager, and various groups of individuals within the County.
While this may not have an immediate visible financial impact on the County, it most definitely has had and continues to have a
negative impact on the morale of the groups and individuals involved.  One area that is currently very obvious is that the Winter Fair
has moved all events/activiies not involving fivestock away from the fairgrounds. Because of this, the fair is losing the revenue
associated with this aclivity. The fair manager and office manager have both expressed concemn over the continued dissention and
losing both employees would be a blow to the confinuity and management of the fairgrounds. The mill levy that was approved by
Fergus County voters for improvements to the fairgrounds is a strang source of contention in regard o what |t was intended to cover
and what it wasn't. Areas that need improvements that cannot be done with mill levy dollars may need fo be put on hold. This is
currently being studied by various groups with the assistance of the Commissioners and the County Atiomey, and very minimal activity
ook place with these monies in 2010.

The Road and Bridge departments went union again in 2010. Whils it is too early to see any real impacis, it is something thal will need
to be watched. The Sheriffs Department is in the process of changing fo a different union, while still working under their current
contract. Negotiations confinue with little if any progress seen at this point for either side,

[



FERGUS COUNTY
STATEMEMNT OF ACTIVITIES
For the Year Ended June 30, 2010

Program Revenus

FERGUS COUNTY
STATEMENT OF NET ASSETS
June 30, 2010
G al  Busi typi
Activities Activities Total
ASSETS
Cash and equivalents $ 3639067 § 118454 § 3,758421 Funetions/Programs
Invesiments 4413289 - 4,413289
Receivables: Governmental activities
Taxes and assessments 251,920 - 251,920 Ganeral govemment
Governments 42,943 - 42943 Public safety
Roundhouse road 16,498 - 16,498 Public works
Stop loss reimbursement 152,922 - 152922 Public health
Weed 6,644 - 6,644 Social and aconomic sarvices
Other 13,508 - 13,506 Culture and recreation
Inventories 266,583 . 266,583 Housing and community
Restricted assets: development
Cash and equivalents - 52,473 52,473 Interest on long-term debt
Investmeants = 207,241 207241
Net investment in capital lease . 818,319 818,319 Total governmental activities
Capital assets: :
Land and construction in progress 108,503 215201 323,704 Business-ype activities:
Depreciable capital assets, net 5,461,266 1,132,838 6,504,104 mﬁl
Total assets 14,374,041 2,544 526 16,018,567 Total business-typs actiit
LIABILITIES
Accounts payable: ok
Vendors 216,373 12677 228,050
IBNR 45669 - 45669
Due to Central Montana Medical Center - 250,714 258,714
revenue 14,871 - 14,671
Long-term kabilities:
Due within one year:
Notes 23,554 195,293 218,847
Compensated absences 35,915 1,161 37,106
Poliution remediation obligation 800,000 - 800,000
Due in more than one year:
Motes 136,368 641,491 777,859
Compensated absences 323,234 10,718 333,852
Poliuti ion obligation 435,120 - 435,120
Total liabilities 2,029,904 1,121,084 3,160,988
MET ASSETS
Invested in capital assets, net of related debt 5,400,847 1320574 6,730,421
Restricted for,
Hard rock mine 50,901 - 50,801
Metal mines tax 122,985 - 122,985
Road and sireet services 212,601 - 212,881
Unrestricted 6,547,713 93,868 6.641.561
Total net assets 5 12344137 § 1 423i442 i 13!73?|5?9

See notes to basic finandial statements. a8

Net (Expense) Revenue and
___ ChangesinNetAssets

Operating Capital
Charges for Grants and Grants and  Governmental Business-type
Services _Contributions  Contributions __ Activiies  _ Activiies  _ Total
§1886548 § 233358 § 8,345 $ - 5 (1647846) 5 § (1,647 846)
1,582,255 113,861 261,538 - (1,216,755) - (1.216,7585)
2271975 306,288 322 385 199,880 {1,353.412) - {1,353,412)
953,250 278,723 390,694 - (282 .842) - (282 842)
188,075 - = - (189.078) - (189,075)
613,206 312,113 38,092 9,700 (253,391) - (253,391)
7,600 = - - {7.600) = (7.600)
3574 H - - (3.574) - (3.574)
7.520583 1,335,443 1,021,056 209 588 (4.954.495) = (4,854 495)
38116 3 " i ‘ (38,118) (38,118)
343,514 201,341 - 204 507 - 62,824 62,824
381,630 201,341 - 204 997 - 24708 24 708
2 ?.502%13 $ 1!536;?34 i 1Ioz1lase i 414 588 (4,954, 495) 24,708 (4,929,787)
‘General revenues:
Froperty taxes 3,465,085 - 3,465,085
Licenses and parmits B20 = 820
Intargovammantal 1,346,447 - 1,348 447
Unresfricted investmant eamings 111,733 39,554 151,287
Miscellaneous 57,714 - 57.714
Transfers 30,000 (30,000} -
Total general revenues and transfars 5.011,799 5,564 5,021,363
Change in net assets 57,304 34,262 91,566
Net assets - beginning 12,286,833 1.388.180 13,676,013
Net assets - ending 5 12.344,1 37 § 1423442 $13.767.579

See notes to basic financial statements.




FERGUS COUNTY
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2010
Other Total
Roundhouse G ental Gi ntal
Geaneral Road PILT Road Funds Funds
ASSETS
Cash and cash equivalents § 552198 $ 401,187 $ 847421 $ - $ 1482,733 § 3,063,519
Invesiments 668,515 486,213 784 670 - 1,773,975 3,714,373
Receivables:
Taxes and assessmants 107,679 35,306 - - 108,935 251,820
Govemments 13,168 - - - 29,774 42943
Roundhouse road - - - 16,498 - 16,498
Weed = - . 6,644 6,644
Other - 11,682 - - 1,624 13,506
Due from other funds - - - - 68,088 68,088
Inventories - 53818 - - 212,767 266,583
Total assais $1342561 § 088084 S 1i432 091 5 16458 5 3664840 § 7444074
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable-vendors $ 54288 $ 34332 $ e - 8 BE753 § 215373
Due to other funds - - . 68,088 - 68,088
Deferred revenue 107,678 35,306 - 16,498 123,606 283,089
Total liabilities 201,867 69,638 - 84,566 210,359 566,550
Fund balances:
Unreserved 1,140,594 918,446 1,432,001 (68,088) - 3,423,043
Unreserved, reported in non-major:
Special revenue funds - - - - 2,727 618 2,727 618
Capital projects funds . - . - 726,863 726,863
Total fund balances 1,140,594 918,446 1,432,001 (68,088) 3,454 481 6,877,524

Total iabilities and fund balances § 1342561 § 988,084 §1 432,061

See notes to basic financlal ststements.

$

16,498 § 3.664.840

§ 7444074

FERGUS COUNTY

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE STATEMENT OF NET ASSETS

June 30, 2010

Total fund balance, govemmental funds
nt of net assets are different

Amounts reported for go | activities in the st
because:

Capital assets used in governmental activities are not current financial resources and,
therefore, are not reported in the fund financial statements, but are reported in the
governmental activilies of the statement of net assats.

Certain other long-term assets are not available to pay cumrent pariod expenditures
and, therefore, are not reported in the fund financial statements, but are repored in
the govemnmental activities of the statement of net assats.

The assets and liabifities of the self-insurance fund (internal service) are not included
in the fund financial statements, but are included in the governmental aclivities of the
statement of net assets,

Some liabiliies (such as notes payable, pollution remediation obligations and
compensated absences) are not due and payable in the current period and are not
included in the fund financial statements, but are included in the governmental
activities of the statement of net assets.

Net assets of governmental aclivities

See notes to basic financial statements.

§ 6877524

5,560,769

268.418

1,382,617

(1,754,181}
s 121344'13?

i1



FERGUS COUNTY FERGUS COUNTY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANGES OF
MENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES J
STAIE GOVERNMENTAL FUNDS GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year E June 30, 2010 For the Year Ended June 30, 2010
Other Total
Roundhouse  Govemmental Govemmental =
General Road PILT Road Funds Funds Net change in fund balances - total governmental funds $ 86,403
REVENUES ) Bk "
e o $ 1674091 § 551288 § I . 0§ 1320822 § 3546181 Amounts reported for govemmental activities in the statement of activities are different
Fines and forfeitures 80,487 > - : 17,853 8,340 because:
Licenses and permits 820 - - - 45,040 45,860 i ;
Intergovernmental 364,160 743,048 - - 1,376,369 2,483,607 Governmental funds report outiay for capital assets as expsnditures because such outlay
Charges for services 380,864 80,088 L 5 731,948 1,192,880 uses current financial resources. In contrast, the stalement of activities reporis only a
Investment earmings 72,269 80 - - 19,263 91,592 portion of the outlay as expense. The outlay is allocated over the assets’ estimated useful
Miscellaneous 6,217 ) - 1,585 117,127 124 984 livess as depreciation expense for the period.
Total revenues 2578838 _ 1,374,499 . 1,585 3628422 7.583.444 This is the amount by which capital outlay ($928,860) exceeded depreciation
($603,089) in the current period. 325,801
EXPENDITURES
Current: Gaovernmental funds report the entire net sales price from the sale of an asset as revenue
General government 1,202,848 - 3075 - 424731 1.720.454 because it providas current financial resources. In contrast, the statement of activities
x::: uf;l; 1,320,583 995,5155 - - Qg:;:: :gggg?g reports anly the gain on the sale of the assel. Thus, the change in net assets differs from
wol = = T i) the in fund balance b book of th posed of,
Public heatth 172,888 . - . 700,851 882,740 dnrigs Y the baok velue of the assat disposed of (12.575)
Social and economic services 6,190 - - - 164,404 170,594
Cultur:snd recreation . 3 = . 483,564 483,504 Governmental funds do not present revenues that are not available to pay current
Housing and community development - - - . 7,600 7,600 obligations. In contrast, such revenues are reported in the stalement of activities when
Debt sarvica. earnad. (75,446)
Principal - B - . 28,815 28,815
Intarest and other charges - - - - 3,574 3,574 Govemmental funds report debt proceeds as cument financial resources. In contrast, the
Capital outiay 2 122,600 X = 806,360 928,960 statement of activities treats such issuance of debt as a liability. Governmental funds
report repayment of debt principal as an expenditure, In contrast, the statement of
Total axpenditures 792,310 _ 1.118.265 3075 2 3632366 7,546,008 activities treats such repayments as a reduction in long-term liabilities. This Is the amount
Excess (deficiency) of revenues over of debt repayments, 28,815
(under) axpenditures 213,372 256,234 (3.075) 1.585 (3.936) 37,438
Pollution diation costs are recognized as expendilures in the govenrment funds only ta
T o s (LIER) o o o ik the extent they are expected to be liquidated with expendable available resources. In
stk P e B : 2 400,081 ot contrast, the entlre pollution remediation obligation is recorded in the statement of net
Transters out (33,009} 4 {134.935) . (847.270) (815.214) assets and the liability reduced as the costs are paid. 28,181
Total cther financing sources (uses) 237,009 193,072 134,935 - (248.178) 48,967 Some ex P in the stat t of activities do not require the use of curment
R S — financial resources and are not reported as expenditures in govemnmental funds:
Net change in fund balances 23637 449,306 138010 250,115 86,403
e ¢ g ¢ ) Compensated absences (24,347)
Fund balances - beginning 1,116,957 468,140 1,570,101 (69,673) 3,704,596 6,791,121 .
—— Internal service funds are used by management to charge the costs of certain activities,
Fund balances - ending $ 1140584 § 918445 _§ 1432081 § (58088) § 3454481 § 6.877.524 such as self insurance, to individual funds. The change in net assets of the self insurance
internal service fund is reported with governmental activiies. (296,618)
Change in nel assets of governmental activities 5 57.304
See notes to basic financial statements, 12 See notes fo basic financial statements. 13



FERGUS COUNTY FERGUS COUNTY

STATEMENT OF FUND NET ASSETS STATEMENT OF REUENUES.P%PFFRI:ngAJJEUﬁI;gNGES IN FUND NET ASSETS
PROPRIETARY FUNDS For the Year Ended June 30, 2010
June 30, 2010
Govemmental
Enterprise Funds Activities G aFisl
Hospital Internal -
Mursing Home __ Alirport Total Service Fund Enterprise Funds — Pcthiles
ASSETS et At Hospital Internal
Cunrent assels: Nursing Home Airport Total Service Fund
Cash and cash equivalents $ - § 118454 § 118454 § 576,448 REVENUES
Investments E 3 : 698,916 Charges for services s - § 201341 § 201,341 § 342840
Stop loss receivable - - - 152 922
Total operating revenues - 201,341 201,341 342 840
Total current assets - 118454 118.454 1,428,286
. OPERATING EXPENSES
No:an_'rnu a:uls._ Personal services - 76,289 76,289 &
esiricted assets: - 10,406 10,406 =
Cash and cash equivalents 52,473 . 52473 : Supplies ) - '
Investments 207241 2 207 241 . Purchased services - 64,992 64,992 -
4, Fixed charges - 4246 4,246 .
—259.714 = 255,714 Z Administration and insurance - - - 142,902
Claims - - - 516497
Net investment in capital lease 818,318 - 818,319 - Bavraciai ) 187,002 187,002 4
Capital assels:
Land . 13,261 13,261 = Total operating expenses - 342,935 342,035 859 398
Construction in progress - 201,940 201,840 - .
Buildings and improvements . 5,002 845 5,062,645 - Operating loss - (141,584) (141,594) (316.758)
Machinery and equipment - 174,445 174,446 -
Less: accumulated depreciation * (4,134,263) _ (4.134,253) . NON-OPERATING REVENUES (EXPENSES)
1,348,030 1.348.038 . Interest and investment revenue: 38,116 1,438 39,654 20,141
= Interest expense __(38.116) (579) (38,695) -
Total non-current assets 1,078,033 1,348 039 2,426,072
Total non-operating revenue {expenses) - 858 859 20,141
Tolal assets 1.078,033 1,466,493 2,544,526 1,428,288
: Loss before contributions and transfers - (140,735) (140,735) (296,618)
LIABILITIES
Current fiabilities: Capital contributions - 204,997 204,997 -
Accounts payable - 12677 12,677 45668 Transfers out - {30,000y (30,000} -
Due to Central Montana Medical Center 259,714 - 259,714 -
Compensated absences - 1,191 1,181 - Change in net assets - 34,262 34,262 (296,618)
Notes payable 192,650 2643 195,203 -
Total net assets - beginning - 1,386,180 1,389,180 1,678,235
Total current liabilities 452 384 16,511 468,875 45 669 :
Non- fabilitias: Total net assets - ending i - 5 1423447 § 1,423,442 i 15332161?
Compensated absences - 10,718 10,718 -
Neotes payable 625,660 15,822 H41,491 -
Total non-current liabiiities 625 660 26,540 652,209 -
Total habilties 1,078,033 43,051 1,121,084 45,669
NET ASSETS
Invested in capital assets, net of related debt - 1,328,574 1,326,574 -
Unrestricted - 93,868 93868 1,382 17
Total net asseis $ - %1 423;1—32 3 timl442 $ 1 miﬁ'l?

See notes to basic financial statements. 14 See noles to basic financial statements. 15



FERGUS COUNTY
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended June 30, 2010

Governmental
— - FEnterpriseFunds _ Activiies
Nursing Internal
Home Adrport Total Service Fund
CASH FLOWS FROM OPERATIONS:
Cash received for health insurance premiums = 3 - - 342 640
Cash received from customers - 201,341 201,341 =
Medical claims paid . - (625,008)
Cash paid lo employees - (75,531) (75,531) -
Cash paid to suppliers for goods and services (74.917) (74.917) (142,902)
Met cash provided (used) by operating activities - 50,893 50,693 {425 268)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
ash transfered out - (30,000) (30,000} -
Net decrease In amount due o CMMC (3,382) - 3,392) -
Net cash used by noncapital financing activities (3,392) (30,000} {33,392) -
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES:
Cash paid for purchase of capital assets - (193,890) (193,990) -
Capital contribution - 204,097 204,997 -
Cash received from notes - 3,647 3,047 =
Principal payments on debt (185,205) (2,643) (187,848) .
Interest paid (38,116) (579) (38,695) -
Net cash provided (used) by capital financing activities (223.321) 11,732 (211,588) -
CASH FLOWS FROM INVESTING ACTIVITIES:
Net change in investments (8.939) - (9,938) 255234
Payments received on capital lease 185,205 - 185,205 -
Interest received 38116 1438 39,554 20,141
Net cash provided by investing activities 213,382 1,438 214,820 275,375
Change in cash and cash equivalents {13,331) 34,063 20,732 (148,883)
Cash and cash equivalents - beginning 65,804 84301 150,185 728.341
Cash and cash equivalents - ending 52473 § 118454 § 170827 § 576,448
RECONCILIATION OF OPERATING LOSS TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES:
Operating loss - $ (141584) § (141594) S5 (316,759)
Adjustment to reconcile operating loss to net cash provided
(used) by operating activities
Depreciation - 187,002 187,002 -
Increase in accounts receivable - - (126,843)
Increase in accounts payable - 4727 4727 18,334
Increase in compensated absences - 758 758 -
Nel cash provided (used) by operating activities S - 3 50!393 $ 50803 § (425.268)
Noncash investing, noncapital and capital financing activities:
Purchase of capital assets on account 5 - 3 7850 3 7950 §$ -

See notes to basic financial statements,
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FERGUS COUNTY

STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

ASSETS
Cash and cash equivalents
Investmants
Taxes and assessments receivable

Total assets

UABILITIES
Accounts payable
Due lo others
Due to special districts
Due to state
Duz to schools
Due to citieshowns.

Tolal liabilities

NET ASSETS
Held in trust

See notes to basic financial statements.

External
Investment Agency
Trust Fund Funds
$ 6,280,041 $ 788B82
7,614,254 a
- 1,150,294
13,894,205 § 1,938,976
- $ 602,758
17,741
= 28,278
- 162,725
- 887,856
- 239,618
- $1938878
g 13,894,295



FERGUS COUNTY
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUND
For the Year Ended June 30, 2010

External
Investment
__TrustFund
ADDITIONS
Contributions $ 25653807
Interest eamings 167,046
Total additions 25,820,953
DEDUCTIONS
Withdrawals 25,553,372
Administrative 3614
Total deductions 25 556 686
Change in net assels 283967
Net assets - beginning 13,630.328
Net assets - ending $ 13 8»94!295

See notes to basic financial statements,
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FERGUS COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the government have baen prepared in accordance with generally accepled accounting principles (GAAP)
as applied to governmental units. The Govermental Accounting Standards Board (GASE) is responsible for establishing GAAP for
state and local g nts through its pronour (statements and interpretations). Private-sector standards of accounting and
financial reporting issued prior to December 1, 1889, generally are followed in both the government-wide and proprietary fund financial
statements fo the exient that those standards do not conflict with or contradict guidance of the Gov tal Accounting Standards
Board. Govemments atso have the option of following subsequent private-sector guidance for their business-type activities and
enterprise funds, subject to this same limitation. Tha govemment has elected not to follow subsequent private-sacior guidance. The
government's significant accounting policies are described below.

Reporting Entity

For financial reporting purposes, the government has included all funds, organizafions, gencies, boards, commissions and authorities.
The government has also considered all potential component units for which it is financially accountable and other organizations far
which the nature and significance of their relationship with the govemment are such that exclusion would cause the govemment's
financial statements to misleading or incomplete, The Govemnmental Accounting Standards Board has set forth criteria 1o be considered
in determining financial accountability, These criteria include appointing a voting majarity of an organization's govemning body and (1)
the ability of the government to impose |ts will on that organization or (2) the potential for the organization to provide specific benefits to,
ar impose specific fi ial burdens on, the g . Based on the aforementioned critaria, the govemment has no component
units.

Related Qrganizations - The Board of County Commissioners Is responsible for appointing members of the boards of other
organizations, but the goverment's accountability for these organizations does not extend beyond making the appointments,

The government-wide financial statements (the statement of net assets and the statement of activities) report information on all of the
nonfiduciary activities of the govemment. For the most part, the effect of interfund activity has been removed from these statements,
Governmental activities, which y are supported by taxes and intergovemnmental revenues, are reported separately from
business-type acfivities, which rely to a significant extent on fees and charges for support. Internal service fund aclivity is eliminated 1o
avoid “doubling up” revenues and expenses. Fiduciary funds are excluded from the government-wide financial statements,

The statement of activiies demonstrates the degree to which the direct expenses of a given function or segment are offset by program
revenues. Direct expenses are those that are clearly identifiable with a specific function or identifiable activity. Program revenues
include 1) charges for services which report fees and other charges provided by a given function or identifiable activity 2) operating
granis and coniributions and 3) capital grants. Taxes and other flems not properly induded ameong program revenues are reported
instead as general revenues.

Fund financial statements are provided for g ntal funds, proprietary funds and fiduciary funds, Major individual govemmartal
funds and major individual enterprise funds are reported in separate columns in the fund financial stataments.

The government-wide financial statements are reported using the economic resources measurement focus and the accrual basis of
accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are recorded when eamed and expenses are
recorded when a Rability is incurred, regardiess of the timing of related 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 mel,

Governmental fund financial statements are reported using the current finandial resources focus and the modified accrual
basis of accounting, Revenues are recognized as soon as they are both measurable and available. Revenues are considered to ba
available when they are collectible within the current period or soon enough thereafter to pay fiabilities of the cument period. For this
purpose, the govemment considers revenues to be available if they are collected within 60 days of the end of the cument fiscal period.
Expendilures generally are recorded when a liability is incumed, as under accrual accounting. However, debt service expenditures, as
well as expenditures related to compensaled absences and claims and judgments, are r d only when pay is due.

Property taxes, licenses, and interest associated with the current fiscal period are zil considered to be susceptible to accrual and so
have been recognized as revenues of the current fiscal perled. Expanditure-driven grants are recognized as revenue when the
qualifying expenciitures have been incurred and all ather grant requirements have been mel. Entitlements and shared revanues ara
recorded al the time of receipt or earlier if the susceptible to accrual criteria are met. All other items are ! d fo be
measurabie and available only when cash is received by the government,
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FERGUS COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS

individual funds of the County and to the extemnal participants based on the fund or participant's cash and investment balance at the
end of the year.

The govemnment charges a 2% administrative fee to all parficipants in the pool. The fee is deducted prior to distributing interest to the
County funds and pool participants. The adminisirative fee charged during the year was $5,974.

Receivables and Payables

In the fund financial statements, transactions between funds that are representative of lending/borrowing arrangements outstanding at
the end of the year are referred to as “due toffrom other funds.” Any residual balances outstanding between the govemmental activities
and business-type activities are reported in the government-wide fi ial siat as i balances.”

Most property taxes are levied in September of each fiscal year, based on assessments as of the prior January 1. Real property taxes
are billed as of November 1 and are payable in two payments, November 30 and May 31. Unpaid taxes become delinguent on
December 1 and June 1. Most personal property laxes are due and payable on January 1 and become delinquent February 1,

laxes are maintained and collected by the Counly Treasurer. No allowance is made for uncellectible taxes as they are not considered

significant.
Met investment in Capital Lease

Net investment in capital lease is a direct financing lease in which Fergus County (lessor) is leasing to the Central Montana Medical
Facilities, Inc.-CMMF (lessee) land, buildings and equipment. The lease iransfers substanfially all of the risks and benefits of ownership
fram the lessor ta the lessee. In a direct financing lease, the lessor finances the in-substance purchase of the property by the lessee,
Financing to construct the hospital and nursing home was obtained through the issuance of debt in Fergus County's name.

Inventories

All inventories are valued at cost. Inventories are ded as exp when
Reslricied Assels

The Board of County Commissioners determined |t was in the best interest of the citizens of the County o establish short-term

($222,237) and discretionary ($37,477) cash and investment accounts within the Hospital enterprise fund, These cash accounts were
established through contributions from CMMF and remain the property of CMMF.

Capital Assets

Capital assets, which include property, planl, equipment, and Infrasiructure assets (e.g., roads, bridges, sidewalks, and similar items)
are reported in the applicable governmental or business-type activities columns in the govemment.wide financial statements, The
government has elecled not to report major infrastructure assets retroactively. Capital assels are defined by the govemnment as assets
with an initial, individual cost of more than $10,000 for machinery and equipment, $20,000 for buildings and improvements and $35,000
for infrastructure and an estimated useful ifa in excess of five years, Such assels are recaorded at historical cost o estimated historical
cost if purchased or constructed. Contributed capilal assets are recorded al estimated fair market value al the date of donation. The
costs of normal maintenance and repairs thal do not add fo the value of the asset or materially extend assels lives are not capitalized.

rather than when purchased.

Major outlays for capital assets and improvements are capilalized as projects are constructed. Interest incurred during the construction
phase of capital assets of business-type activities is included as part of the capitalized value of the assets constructed. There was no
interest expense incurred by the govemment for capital assets.

Depreciation on capital assets is calculaled on the siraight-line basis over the following estimated useful lives:

Assels Years
Building and improvements 10-100
Infrastructura 100
Machinery and equipment 525

Collections Not Capitalized

Certain collections of historic artifacts and works of art are not reported in the accompanying financial statements. These assels have
not been capitalized because they meet all of the canditions that qualify them as collections that are not required 1o be capitalized.
These conditions are the collections are held for public exhibition or aducation in the furtheranca of public service, not held for financial
gain; the collections are protecled, kept unencumbered, cared for, and preserved, and any sale proceeds are expected to be used to
acquire other items for the collactions.
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FERGUS COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS

Compensated Absences

Liabilites associated with accumulated vacation and sick leave are accrued when incurred in the government-wide and proprietary fund
financial statements. A fiability for these amounts is reporiad in the govemmantal funds only If they have matured, for example, as a
result of employee resignations or retiremenits.

Employees eam vacation leave ranging from 15 to 24 days per year depending on the individual's years of service. Accumulated
vacation is restricled under State statute 1o a maximum accumulation of two times the amount earned annually, Sick leave is

accumulated at 12 days per year with no limitations on the amount that may be accumulated. Upen retirement or resignation, an
employee is eligible for 100 percent of the accumulated vacation leave and 25 percent of the accumulated sick leave.

Long-term Obligations

Long-term debl and other long-term cbligations are reported as Eabililies in the icable go | activities, business-type
activities, or proprietary fund type statement of net assets. In the fund financial statements, the face amount of debt issued is reported
as an other financing sourca.

Fund Equity

In the govemment-wide statements, equity is classified as net assets and displayed in three components:

Invested in capital assets, net of related debt—Consists of capital essets including restricted capital assets, net of accumulated cepreciation and
by the ou g of any bonds. morgages, notes, or other bormawings that are attributable to the scquiskion, construction, or
imprevement of those assels.

Restricted net assets—Cansists of net assets with constraints placed on the use either by (1) external groups such as crediors, grantors,
contributors, or laws or regulations of other govermments; or (2) law through i provi or enabling legi

Unrestricted net assets—All other net assets that do not maet the definition of “restricted” or “invested in capital assets, net of related debl”

In the fund statements, govemmental fund equity Is classified as fund balance, Fund balance is further classified as reserved and
unreserved. Proprietary fund equity is classified the same as in the government-wide statements.

Use of Estimates
The preparation of financial statements in canformity with generally accepted actounting principles requires management to make

estimates and assumptions that affect certain and disci . A gly. actual results could differ from those
asfimates,

NOTE 2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Deficit Fund Equty

The Roundhouse Road ($68,088), Group Insurance ($47,510) and Fair Canstruction ($4,702) funds had deficit fund balances as of
June 30, 2010. The Roundhouse Road deficit is expected to be eliminated through the recovery of construction costs from hookup fees
or a contribution from the General fund. The Group Insurance and Fair Construction deficits are expected to be eliminated by
transferring funds from the General fund.

NOTE 3. DETAILED NOTES ON ALL FUNDS

The government's cash, cash equivalents and investments are reported as follows:

Govemmental activities § 8053256
Business-typa activities 378,168
Fiduciary funds 14,682,977

3 251 14!401
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NOTES TO BASIC FINANCIAL STATEMENTS

Total carrying value of cash, cash equivalents and investments as of Jure 30, 2010, consisted of the following:

CashfCash
Equivalants Investments Total
Cash on hand $ 1,325 § - § 1,325
Cash in banks:
Demand deposits (754,157) - (754,157)
Savings deposits 3,586,774 - 3586774
Time deposits - 2,234784 2234784
U.S, Government securities - 10,000,000 10,000,000
Short-term Investment Program (STIP) 6,900,000 - 6,900,000
Repurchase agreements 1,145,875 - 1,145 875

i 10879617 § 12234784 § 23.114!¢ﬂ1

Custodial Credit Risk—Deposits. Custodial credit risk is the risk that in the event of a bank failure, the govemment's deposits may not
be retumed fo it. The government does not have a deposil policy for custodial credit risk. As of June 30, 2010, $2,874,485 of the
government’s bank balance of $4,322 523 was exposed to cusiodial credit risk as follows:

Uninsured and uncollateralized § 77983
Uninsured and collateral held by the pledging bank's
trust department not in the government's name 2,796,512

32874495

State statutes require that the government obtain securities for the uninsured portion of deposits as follows: 1.) securiies equal to 50%
of such deposits i the institution in which the deposits are made has a net worth 1o total assets ratio of 6% or more, or 2.) 100% if the
ratio of net worth 1o total assets is less than 6%. State statutes do not specify in whose custody or name the collateral is o be held. The
amount of collateral held for the govemment's deposits as of June 30, 2010, exceeded the amount required by state statule.

The investment pool portfolio as of June 30, 2010 is listed below. The seeurity type percentage is based on the book value ratio of the
specific security investment type to the total portfolio.

Security Name Coupon Maturity Far Book Value Fair Valug % of Total
Cerfificates of deposit 7510240%  Various § 2234784 § 2234784 § 2,234,784 18.27%
U.S. Government securilies .75to0 1.90% Varlous 10.000.000 10,000,000 10,043,235 81.73%

§12 234784 § 12.278.018

Interest Rate Risk. The government does not have a formal investment policy that limits investment maturities as a means of managing
its exposure 1o fair value losses arising from increasing interest rates. However, under state statute, an investment 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.

Credit Risk. Allowable | nis include direct obli of the Uniled States Government, repurchase agreements. savings or time
deposits in a state or national bank, building and loan iations, gs and loan associ or credit unions Insured by the
FDIC, FSLIC, or NCUA and the State Short Term Investment Pool (STIP). STIP is classified as a 2a7-like pool, and as such, uses
amortized cost to report unit values. The government has no investment policy that would further limit its investment cholces. The
Short-Term Investment Pool (STIP) maintained by the State of Montana has cerain investments in derivatives. GASB requires the
nature of the underying securities and market, credit and legal risks be disclosed. Reference to the audit of the State of Montana would
identify the level of risk associated with STIP,

Investiments made by the government are summarized balow. The i ts that are rep ted by specific identifiable investment

ities are categorized in the following manner: Category 1-Insured or registered, with securities held by the government or iis agent
in the governmant's name; Category 2-Uninsured and unregistered, with securities held by the counterparty's trus! depariment or agent
inthe g 's name; Category 3-Uninsured and unregistered, with securifies held by the counterparty, or by its trust department
or agent but not in the government's name.
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Custodial Credit Risk Category Carrying Fair
1 2 3 __Amount __ Vale
Repurchase agreements $ - § = § 11456756 § 1145875 § 1145675
U.5. Government securities 500,000 - 9,500,000 10,000,000 10,043,235
$ SIIIIUDCI ! - 51025 675 11,145 675 11,188,910
STIP 6,800,000 6,900,000
!18!045 675 S1B!U~E-BE91O
Following is the d schedule of ch In net assets and net assats for the investment pool for the year ended June 30, 2010:
Intemal External Total
Nel assels - beginning of year § 0187914 § 13830328 § 22818242
Contributions from participants 15,981,586 25,653,907 41,645,493
Investment eamings 131,621 167,046 298,667
Administration expenses {2,360) (3.614) (5,974)
Distributions to participants (16,088,655) (25 553,372) (41,642.027)
Net assets - end of year § 9@10& 13,894 295 E 231114|401

Net Invesiment in Capital Lease

The County entersd into a lease agreement with Central Montana Medical Facilities, Inc. (CMMF) on April 1, 1988, The County leases

land, buildings and equipment ta CMMF. The lease [s classified as a direct financing lease. The components of net investment in capital
lease as of June 30, 2010 are as follows:

Business-type
Activities
Minimum lease payments receivable $ 803288
Less: uneamed income (74,969)
S_g8319
Future minimum lease payments are as follows:
Year anding Business-type Aclivities
June 30 Principal Interast Total
2011 § 102650 § 30672 § 223322
202 200,393 22929 223322
203 208,448 14,874 223,322
2014 216,828 5,494 223,322

$ 818319 i 74568 § 593,288

Roundhouse Road Receivable
$15,335 of the Roundhouse Read receivable is not expected to be collected within one year,
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Capital Assets
Capital asset activity for the year ended June 30, 2010, was as follows:

Balance Balance
July 1, 2009 Additions Deletions June 30, 2010

Governmental activities:
Capital assets, not being depreciated

Land § 55187 § - % - 8 55,187

Construction-in-progress 452 379 202,140 (6911,203) 53.316
Total capital assets, not being depreciated 507,566 252,140 (591,203) 108 503
Capital assets, being depreciated

Buildingsfimprovemeants 4,688,406 1,036,381 - 5,724,787

Machinery and equipment 5,110,012 142,575 (61,008) 5,191,579

Infrastructure 368.611 159,087 - 527878
Total capital assets, being depraciated 10,167 1,338,023 (61,008) 11.444.044
Less accumulated depreciation for:

Bulldingsimprovemants (2,031,148) (147 850) - (2.178,798)

Machinery and equipment (3,386 380) (445,840) 38,433 (3,793,887)

Infrastructure 614) {9,479) - (10,093)
Total accumulated depreciation 5,418,1 (603,068) 38,433 (5,882,778)
Tolal capital assets, being depreciated, net 4,748,887 734,954 (22.575) 5,461,266

Governmental activities capital assets, net §$5256453 $1 DZT% $ E?13.1'?E! $ 5.560.769

Balance Balance
_July 1.2000 _ Addions _ Delstions  _June 30, 2010

Business-type activities:
Capital assats, not being deprediated

Land § 13261 s - $ - § 13,261

Construction-in-progress = 201,840 - 201,840
Total capital assets, not being depreciated 13,261 201,940 - 215,201
Capital assels, being depreciated

Buildings 115,181 - - 115,181

Improvements other than buildings 4977 464 - - 4 977 464

Machinery and equipment 174 446 - - 174,446
Tolal capital assets, being depreciated 5,267,091 - - 5,267,081
Less accumulated depreciation for:

Buildings 142,732) (1,841) = (44,573)

Improvements other than buildings (3.761,281) (169,557) - (3,930,838)

Machinery and equipment (143.238) (15,604) - (158.842)
Total accumulated depreciation (3,947 251) (187 002) = (4.134.253)
Total capital assets, being depreciated, net 1,318,840 {187,002) - 1,132,838
Business-type aclivities capital assets, net $1333101 § 14938 § - 8 1.348,&
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Depraciation expense was charged as follows:

Governmental activities:
General government $ 53.002
Public safety 108,518
Public works 340 984
Public health 11,979
Sacial and economic 7,040
Culture and recreation o~ B1545
Total depreciation-governmental actvities $ 603,068
Business- activities:
Airport o § 187,002
n ables, s and Transfers
The composition of interfund balances (due fromito other funds) as of June 30, 2010, isted of the Rov Road fund owing the
USG Loan fund $68,088 $854 is expactad to be repaid next fiscal year.
Interfund transfers consisted of the following
Transfers Transfers
In Out Total
Governmental activities:
General $ 255828 § (33000) § 222817
Road 1B8.427 - 188 427
PILT - (134,935) (134,935)
Nonmajor governmental funds 400,961 (647,270) (246,308)
5045214 3 (815214) S 30,000
Business-type activities:
Airporl $ - 8 (30,000) $_(30,000)
Transfers are made to finance varous programs accounted for in other funds in accordance with budgetary authorizations.

Long-Team Debt

During 2004, the County issued a Hospital Revenua Note to payoff the 1993 revenue refunding bonds, The government pledged net
rean:gpaymerlls from the Central Montana Medical Faciities, Inc. (CMMF) lease to pay debt service. If the net rental payments from
CMMF become insufficient, the note is backed by the full faith and credit of the County by an ad valorem tax levy upon all taxable
property in the County. Noles payable, including the Hospital Revenue Note, are as follows:

Qriginal Interest Governmental Business-type

Amount Term Rate Payment Activities Activities
Airport-2006 $ 8,250 10 yrs 2.50% Annual -4 - 8 4,850
Airport-2007 14,232 10 yrs 363% Annual - 8,962
Alrpont-2010 3,947 10 yrs 1.63% Annual - 3553
Fair equipment-2008 29,555 4yr 0.00% Annual 14,777 -
Fair INTERCAP-2008 (1) 898,000 10 yrs 1.85% Semi-annual 145,145 =
Hospital Revenue Note 1,880,000 10 yrs 3.98% Sami-annual - B81B.319

(1) Interest adjust each February, up to a maximum of 15 percent. Total lsan
commitment $998,000.
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Annual debt service requirements to maturity for notes payable is as follows:

Governmental Activilies Business-type Activities

June 30, Principal __Interest ___ Total _ __ Principal Interest  __ Total
2011 § 23554 S§ 2751 S 26305 § 195203 § AN215  § 226508
2012 24,082 2,434 26,516 203,038 23,383 226,429
2013 17.241 2111 18,352 211,091 15,258 226,350
2014 17,806 1,766 16,572 219,47 6,800 226,271
2015 18,389 1.416 18,806 2,643 228 2,81
2016-2018 58,850 2,035 60,886 5,250 240 5,480
5 169922 § 12513 ! 1ﬁii35 i 838|?34 i ??!05 § 913,919
Pollution R iation Obliga
The County a notice of violation from the Depariment of Environmental Quality (DEQ). The nolice staled the Gounty violated

the Hazardous \Waste Act by unlawfully disposing of hazardous waste and operating a hazardous waste management facility without a
permit. The DEQ issued an administrative order on consent that required the County to remit a work plan to the DEQ that oullines the
County’s plan to remove and properly manage used cil and hazardous waste. The cleanup must be completed by December 2011, The
County recorded a liability, which totals $1,235,120 at June 30, 2010, to address required environmental cleanup costs. The estimate of
costs used to establish the liability was developed through extensive site analysis by independent engineers retained by the County, The
liability could change due to price increases, changes in technology, or other factors. There are no expecied recoveries from other
responsible parties or from the County's insurer

Leng-term liability activity for the year ended June 30, 2010, was as follows:

Balance Balance Due Within
SJuly 1, 2008 Additions Refirements  _June 30, 2010 _ One Year

Gowvernmental activities! S— e —
Notes payable § 188737 § = § (28815 § 150022 § 23554
Pollution remediation obligation 1,264 2301 - {29,181) 1,235,120 800,000
Compensated absances 334 802 24 347 - 358,149 35915
Govemmental activity long-term kabiities _$ 1787640 $ 24347 $ (67.906) $ 1754191 § 850460

A

Balance Balance Due Within

_July1,2009 _ Addilions  _Retirements  _June 30, 2010 _One Year

Business-type activities:

Notes payable $ 1020685 § 3847 5 (187848) § BI6ETB4 § 195203
Compensated absences 11,151 758 - 11,909 11981

Business-type activity long-term liabilities § 1031836 § 4705 § (187 848) § 848603 § 196464

For the governmental activities, notes payable are liquidated with resources accumulated in the Fair CIP Voted Levy fund, Compensated

absences are paid from the fund in which the employee is paid. Pollution control remediation obligations will be liguidated with road and
PILT fund resources

Canduit Debt

To provide for the struction of impro Is |o the County-owned hospital, the County issued Healthcare and Boarding Home
Facilities Revenue Notes amounting to $525,000 in 2003. In August 2008, an additional $1,500,000 note was issued for equipment,
These notes are special imited obligations of the County, payable solely from and secured by a pledge of Central Montana Medical
Facilities, Inc. revenues. The notes do not constitule a debt or pledge of the faith and credit of the County or the State, and accordingly
have not been reported in the basic financial statements. As of June 30, 2010, Healthcare and Boarding Home Faciities Revenue Notes
outstanding were $181,710 and §643 536, respectively.
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NOTE 4. OTHER INFORMATION

Risk Management
The government is exposed lo various risks of loss related to torts; theft of, damage to, and destruction of assets; professional liability
(i.e.. erors and omissions); workers cr ation (i.e., employee injuries); medical i ce costs; and environmental damages. A

variety of methods is used to provide insurance for these risks, Policies, transfeming all risks of loss, except for relatively small deductible
amounts, are purchased for theft, damage or destruction of assets, professional liabilities and employes medical costs. The government
parficipates in a stale-wide public risk pool, MACO, for workers' compensation coverage. The government pays monthly pramiums for its
empiloyee injury insurance coverage. The agreement for formation of the poal provides that it will be self-sustaining through member
premiums. There are no deductibles or maximum coverage imits in the pian, The government also paricipates in MACO's Joint Powers
Insurance Authority which offers insurance for other risks of loss. Settled claims resulting from these risks have nol exceeded
commercial insurance coverage in any of the past three fiscal years. Given lack of coverage available, the gt has no g
for potential losses from environmental damages.

Self-Insurance Plan

During the year ended June 30, 2010, employees of the government were covered by a medical self-insurance plan (the "plan”). The
govemment contributed approximately $568 per month per employee fo the plan and employees, at their option, authorized payroll
withholdings te pay contributions for dependents. Claims were paid by a third party administrater acting on behalf of the govemment.

The adminisirative contract between the govemment and the third party administrator is renewable annually and administrative fees and
stop-loss premiums are included in the contractual provisions. The government was prolected against unanticipaled catastrophic
individual or aggregate loss by stop-loss coverage through Montana Joint Pawers Trust (MJPT). Stop-loss coverage was in effact for
individual claims exceeding $25,000 and for aggregale loss, which s based on a factor determined by MJPT. The aggregate stop-loss
coverage was 5488339,

The costs associated with the medical self-insurance plan are reported as i d i Accordingly, they are trealed as
operaling revenues in the internal service fund and as operating expenditures of the governmental and enterprise funds. The liability of
the medical salf-i plan includes incurred but not reported claims, The liability as of June 30, 201 0, is based on the requirements
of Ge tal A ing Stand aNc-.10.whichmqulzesﬂﬁiaiahdilyfordaﬂsberaputedifinfnn‘naﬁmpnamhissuannem

Because actual claims liabilitles depend on such complex factors as inflation, changes In legal docirines and damage awards, the
process used in computing claims liability does not necessarily result in an exact amount. Changes in the claims llability amount during
fiscal years 2010 and 2009 were:

Curent Year
Claims and
Liability Changes in Claims Liability
July 1, Estimates Payments June 30,
2009-10 § 27338 § 518487 § (498163) § 45660
2008-09 24,544 355,254 (352,463} 27,335

Subsequent Events

Subsequent June 30, 2010, the County obtained two loans from the Mentana Asronautics Board for airport improvements. The loans
amounted to $35,000 and $140,000 and are payable over ten years, with an interest rate of 1.625%
£ e

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor agencies, principally the federal
govemment. Any disallowed claims, including amounts already collected, may constitute a liability of the applicable funds. The amount,
if any, of expenditures that may be disallowad by the grantor cannot be determined at this time, although the govemnment expects such
amounts, If any to be immaterial.

Interlocal s
The City of Lewistown and Fergus County entered into an agreement to fund a library for City and County residents, Fergus Caunty

levied 1.4 mills in 2010 for library purposes and contributed $40,000 for the year ended June 30, 2010. The City maintains the library
accounting records and includes the financial activities of the library in its financial statemants.
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The City-County Airport is owned and operated jointly by the City of Lewistown and Fergus County. The operalion of the alrport is
accounted for by the County as an enterprise fund. All fixed assets are recorded within the County's accounting racords. The airport is
administered by a five-member board, consisting of the City's manager, a Clty-appointed ber, one County ¢ issi a County-
appointed member and one member-al-large appointed by the Airport Board. The budget is approved by the controlling members, The
Airport Board exercises control over the airports normal operations.

The City of Lewistown and Fergus County entered into an agreement whersby the County provides a Justice of the peace who acts as
Gity judge for the City. The City contributes forty-five percent of fines and assessments collected or $25,000, whichever s greater. The
County maintains the accounting records and remits a monthly accounting to the City.

Jointty Governed

iral Montana Health District Number § (CMHD)
CMHD, which was formed September 1987, was created under the provisions of Montana Code Annotated. The District was
itarians. District members make ibutions to Fergus County (responsible for record keeping

B0
The
formed to provide for the salaries of
and reporting), based on population.

h Ce ontana Regional Mental Health Cente
The Fergus County Mental Health Center is @ satellite office of the South Central Mantana Regional Mental Health Center located in
Billings, Montana. The County belongs to Region No. 3 which consists of eleven counties. The District was created under the
provisions of Montana Code Annotated (MCA). Each County is represanted on the Board by one of its county commissioners. Fergus
County contributed $14,254 during fiscal year 2010, The purpose of the Center is to iniliate preventive mental health activities for
slatewide mental health programs and 1o perform other duties as listed in MCA.

s Cou n
The Fergus County Council on Aging is a satellite office of the Area Il Agency on Aging (Area Il). Eleven counties belong to Area Il
Fergus County contributes money to Area Il each fiscal year for the purpose of malching federal grants that Area Il obiains. During the
year ended June 30, 2010 the County contributed $28,856 for matching purposes.

Retirement Plang

The govemment participates in three statewide mandatory cost-sharing multiple employer defined benefit retirement plans. The Sheriffs
Retirement System (SRS) covers the Caunty Sheriff, Undersheriff and Deputy Sheriffs of the County. The Public Employees Retirement
System (PERS) covers other County employees. The Teachers' Retirement System (TRS) covers the county superintendent. The plans

are established by State law and are administered by the Slate of Montana. The plans provide retirement, disability, and death benefits
1o plan members and beneficiaries.

Beginning in fiscal year 2002, eliglble members of PERS had a 12-month window to choose between the PERS-defined benefit
retiramant plan (DBRP) or the PERS-defined i plan (DCRP). Eligible new hires have a 12-month window during
which they may choose to remain in the PERS-DBRP or join the PERS-DCRP, Mambers may not be active in both the defined
contribution and defined benefit retirement plans, The choice Is irrevocable, For members thal choose 1o join the PERS-DCRP, a
percentage of the employer contribution is used to maintain the funding of the defined benefit plan.

The plans issue a publicly available financial report that include financial statements and required supplementary information. The
reports may be obtained from the Public Employees’ Retirement Board, 100 North Park, P.O. Box 200131, Helena, Montana 59620-
0131, telephone (406) 444-3154,

Contribution rates for the plans are required and determined by State law. The contribution rates, exp asa ge of covered
payroll, were as follows:

—Empioyer Employee __Totsl

SRS 10.115% 6.245% 19.360%
PERS 7.070% 6.900% 13.970%
TRS TATO% 7.150% 14.620%

The State of Montana contributes .1% and 2.48% per year to the PERS and TRS plans, respectively, on behalf of the employer. The
State of Montana contribution has not been recorded in the financial statements.
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The amounts contributed to the plans during the years ended June 30, 2010, 2000 and 2008 were equal to the required contributions for
each year. The amounts confributed by both the govemment and its employees (including additional voluntary contributions by
employees as permitted by State law) were as follows:

2010 2009 2008
SRS $104470  $104507 § 83,080
TRS 5,539 5,437 5,278
PERS 325955 _ 301034 _ 272,901
435064 _$411.088 §361.258

The GASB has issued the following pronouncements:
@ In March 2009, the Governmental Accounting Standards Board (GASB) approved Stalement No. 54, Fund Balance Reporting and

Govemmental Fund Type Definftions. The provisions of GASBS No. 54 must be implemented no later than the fiscal year
beginning July 1, 2010. Implementation will require restatement of existing fund balances for the governmental funds.
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FERGUS COUNTY
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
General Fund
For the Year Ended June 30, 2010

REVENUES
Taxes and assessments
Fines and forfeitures
Licenses and permits
Intergovemmental
Charges for services
Investment eamings
Miscellaneous

Total revenues

EXPENDITURES
Current:
General government
Public safety
Public health
Social and economic services
Total expenditures
Excess (deficiency) of revenues over
expanditures
OTHER FINANGCING SOURCES (USES)
Insurance recoveries
Transfers in
Transfers out
Total other financing sources (uses)

Net change in fund balance
Fund balance - beginning
Fund balance - ending

See notes to reg) supph y i

Budgated Amounts

Actual

Original Final Amounts
$1616500 §$1616500 § 1,674,001
85,000 95,000 80,487
5 = 820
381,511 381,511 364,190
356,051 366,051 380,864
150,000 150,000 72,269
26,500 28,500 6,217
2 628,562 2,638,562 2,578,938

1,446,303 1,376,533 1,202,648
1,531,005 1,459,110 1,320,583
190,216 182,623 172,869

7,000 7,000 6,190
3,174,524 3,035,268 2.792,310_

{545 962) (396,704) (213,372)

- . 14,182

423,000 278742 255,826
3[00O) _ (33009) _ (33.008)
304091 2457 237000

LS00 s gsoory 26w
1116957

g 1,140,594

i
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

Road Fund

For the Year Ended June 30, 2010

REVENUES
Taxes and assessments
Intergovernmental
Charges for sarvices
Investment earnings
Miscellaneous
Total revenues

EXPENDITURES
Current:
Public works
Capital outlay
Total expenditures
Excess (deficiency) of revenues over
expenditures

OTHER FINANCING SOURCES
Insurance recoverias
Transfers in
Total other financing sources
Net change in fund balance

Fund balance - beginning

Fund balance - ending

See nates to required supplementary information.

— Budgeted Amounts

Original Final
§ 528866 § 528,866
938,558 838,558
35,000 35,000

1,000 1,000
1,503 424 1,503,424

1,473,002 1,437,040

35,000 135,000
—

1,608,002 1,572,040

(104.578) (68.616)

98,851 62 889
98,851 62,889

§ (6.727) $ (5727)

Amounts

§ 561268
743,048
80,068

60

55

_iaraans

995,665
122 800
1,118,266

256,234

4,645
188427

—_issorz
449 306

489|f4[}

$ 91Bi445



FERGUS COUNTY
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANGE
BUDGET AND ACTUAL

PILT Fund

For the Year Ended June 30, 2010

EXPENDITURES:
Curent:
General governmant
Total expenditures
Excess expenditures over revenues
OTHER FINANCING USES
Transfers out
Total other financing uses
Net change in fund balance
Fund balance - beginning

Fund balance - ending

See notes to required supplementary information.

Budgeted Amounts

Actual

iginal Final Amounts
1,610,525 1,610,525 3,075
1,610,525 1,610,525 3.075
(1,610,526) __ (1,610,525) (3.075)

: - (1349
: = Q M%
S(1,610.525) _§ (1,610,525) (138,010)

1570101

1832001
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For the Year Ended June 30, 2010

BUDGETARY INFORMATION

Money may not be disbursed, expended or obligated except pursuant lo an appropriation for which worki g
capital is or will be available. The final budget is legally enacted by the governing body by the later of the
second Monday in August or within 45 days of receiving certified taxable values from the Dapartment of
Revenue, after holding public hearings as required by state statute. Budgeted fund expendituresfexpenses
are limited by state law to budgeted amounts. Budgets may be amended for circumstances described by
state law. The budgeted amounts as shown in the financial statements are as originally adopled or as
revised by legal budget transfers and amendments, if applicable. All appropriations, except for construction
in-progress, lapse at year-end. The govemment does not utilize a formal encumbrance accounting system.




OTHER SUPPLEMENTARY INFORMATION

FERGUS COUNTY

BCHEDULE OF EXF

Feders

Foderal GrantorPaun-theough CFDA

Grantor/ Clestar o« Program Tille Number

5. Depactment of Transportation:
Durect Program;
Mirport Improvemant Program 2106
HAirport Improverment Propram 0 108
Satolsl

Passed through ihe Montana Department of
Military Affairs-Disaster & Emergency Services.
Cuwilon
Irisragency Hezardous Materials Public Secior
Training and Planning Granta 20703
Subitotal

Passed through the Montana
Highvwey Planning and Consirucsion 20208
Highway Planning and Construction 20208

Sublotal
Total L5 Deparsment of Tranaportation

U5 Coparimst of Justice
FPassed through the Montana Board of Crime Contral:
Cneme Vietim Assistance 16.575

Total US. Depariment of Justice

LL5. Departmmat of i4omained Security,
Passed through the Montana Department
Military Affwrs-Disastor 8 Emergancy Servicas Division
[Emargancy Management Performance Grants T2

Total U.S Depariment of Homeland Securty

U5 Dopartment of Health snd Husman Seivices:
Patgsd iMrough Petroleum Colnty:
Maternad ard Crild Health Sorvices
Bieck Grant to the States. 3094
[Passed through Judith Basin Coenty:
Maternal and Child Health Seevices
Biock Grant o the States 93954
Fassed through the Monisna Depariment
of Putile Health and Human Services
Matornal and Child Heaith Services
Biock Grant 1o the States §3.994
Maternal and Chid Healtn Services
Bioek Grant b the States 03004
Matarrial and Chid Hesith Services
[iack Grant o the States 3504
Maternal snd Child Health Sersces.
Bieck Geand to ihe Siates 03 904

Sl

Passed through the Montana State Unharsity:
Conters for Distase Control and Prevention
3 Technical Assh 53283
PMassed Mrough the Mantana Department
of Puiic Health and Human Sarvices:
Centers for Cisease Control and Pravention
Irvestigations and Teshnical Assistance #3283

Pass-twough
Grantar's
Numsbar

COT-FASNM-2020
DOT-FADBMM-2021

HM-HMP-(85-09-01-00

STRE 14(38)
STPE 14{18)

2009-EP-EB-003

10-07-5-01-005-0

10-07-5-01-014-0

DR-07-5-01-001-057

10-07-6-01-067-0

1040751 1-008-0

10-07-5-01-014-0

G256-08-WZ1I8

20-07-3-01-003-0

OF FEDERAL
For the Year Ended June 30, 2010

Frogram or

Amnrd

ERL X-H]
7375

11470

160,357
name

1545

1838

168

11878

24,000

34 500

Balance

Retumed to
Giranbon! Batence

fmourt | iy 1, 3008 _Receipts | _Expencilures _ Othee  Jora 30, 2010

L = S 186278 3 18TO068 8§ (AIOT) B

- 4,775 4775 = .

= 201.060 191,843 {6.207) -
. = 6162 - (8.162)

% - 0,162 (8,182)
(7048} 18.084 9615 (1.478)
- 1,860 1,580 -
[7,345) 17644 11,975 - (1.476)
- 22138 34,000 - {11882

- 2138 34,000 (11.862)
20,385 24 540 - (8.264)
- 20,385 24849 = (4.264)

1,645 1,545
- 1,500 1.500 =
(7] . - (580) =
- 350 3,058 -
. 15 166 B

- 11478 11,878 ¥

S50 19,037 19,037 15801 =
- 11,250 15,000 [3.750)

. 31,298 34,000 F (3581}



FERGUS COUNTY
SUMMARY SCHEDULE OF PRIOR YEAR FEDERAL
AWARD FINDINGS AND QUESTIONED COSTS

FERGUS COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2010

Foderal Pass-tirough Program or Relumed te There were no prior year findings and questioned costs related fo federal award programe.
Federal GrantonPass-twough CFDA Cirantars Asarg Balance Grasior Bstance
GramtoniChaster or Program Tite Number Number Amount | July 1, 2008 _ Receipts  _Expantgies Dnar Juns 30, 2018
Canters for Dissase Control &nd Prevention
Investigations and Tochncal Asslstsnce 3263 10-07-3-01-088-0 6840 - &840 6840 - -
Canvers for Disessa Conrel and Pravention
Investigations and Techaical Assistance BN 283 08-07-3-01-021-0 9,000 5911 - - (5911} -
Subotal LR1A] 48,308 56,640 59113 i7.331)
HIV Preveniian Acivities-Health Depariment Based 73,940 OB-07-4-51-005-0 4,035 . 2722 a2 - -
HIV Prevention Actvities-Health Department Based 93.940 V0-07-2-51-005-0 4,035 - 654 43 - 1243}
Subtotal . 3418 3885 - (243)
Fnmusization Grarts 1268 09-074-31-058-0 3.0m {1.128) 3 2408 . -
Immunization Grants $3.268 09-07-L31-014-0 4530 (4.418) 4,630 212 . -
Immunization Grants 93 288 10-074-31-035-0 4,680 - 1170 1852 - (882)
Immenization Grants 3.288  MNOT4-31-014-0 5,705 - 1,007 4781 - (3,874}
Subtotsl {5.543) 10418 5.231 - (4,358)
P 93.089 04-0T-6-11-010-0 184,270 (28.918) o542 25,841 (14853 -
Fublic Health Emesgancy Proparedness. 1 0B% 10-07-6-11-000-0 240,750 - 178,940 167 840 - 12,100
Subtotal (28.918) 249,362 153,781 14 563 12,100
Publc Hesln Rassarch Azcrodiwtion Projsct 3.983 007 -5-11-009-0 1472 - 1972 1972 - -
Subtots! 1872 1572 - -
Family Flarning Services 02T 10075110080 41,887 - 41857 41,857
Subintal . 41,857 41857 - -
Tatal US. Depantinenl of Heath and Human Services (27 830) 375471 3285503 (21,034) 164
LS Departmant of the interior;
Driract Pregrams:
Bankhaad Jsnes Farm Tenant Act 15,999 A 30,485 - 30,485 30,485 -
Banksoad Jones Facm Tenant Act 15 990 A, 15,388 - 15,388 15388 -
Suibtotal - 45873 45873 . -
—_— —_
Ffietlige Rewenus Sharing 15289 gy 881 - 881 851 - -
Sublotad - 661 3] - -
Total U.S, Depariment of the |nberor . 46,534 -
Passed through Moniana Stale Auditer's Office:
Schoos and Roads - Grants to States 10885 A arre = BBITE 58,778 -
Tolal U S, Deparment of Agriculture = 5B.778 58,775

Totad Faderal Awards

—
3 _(36935) § 741608 § 660122 Saoad) 5 23,000

Note to Schedute of Espendaures of Federal Awards
NOTE A- BASIS OF ACCOUNTING

The ing schedule of nffoenr-nrduammwmnmummmmmuuhcnmmmmm
This schedue (s n with g and mwmmmhwbﬁﬁm-hqummmm:m
accourting principies.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of County Commissioners
Fergus County
Lewistown, Montana

We have audited the financial siatements of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of Fergus County, Montana (the government) as of and for the year ended June 30, 2010, which collectivaly
comprise the government's basic financial statements and have issued our report thereon dated December 2, 2010. The report on
govermmental activities, the road fund and the aggregate remaining fund information was qualified because materials and supplies
inventory was not recorded. Alsa, the report on governmental activilies, the business-type activities and proprietary funds {axciuding the
hospital nursing home) was qualified because management has nol recorded the other post employment benefit (OPEB) liability and
related expense. Except as discussed in the second sentence, we conducted our audit in accordance with auditing standards generally
accepled 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.

Intemal Control Over Financial Reporting

In planning and performing our audit, we considered the goverment’s intsrnal control over financial reporting as a basis for designing
our auditing d for the of expressing our opinion on the financial statements, but not for the purpose of expressing an
apinion on the effecti of the g t's i control over financial reporting. Accordingly, we do not express an opinion on
the effectiveness of the govermment's intemal control over financial reporting,

Our consideration of internal control over financial reporting was for the limited purpose described In the preceding paragraph and was
not designed to identify all deficiencies in internal conlrol over financial reporting that might be significant deficiences or material
weaknesses and therefore, there can be no assurance that all deficiencies, significant deficiencies, or ki have been
identified. However, as described in the accompanying schedule of findings and questioned cosis, we identified certain deficiencies in
internal control over financial reporting that we consider to be ial and other deficiencies that we consider to be
significant deficiancies.

A deficiency in intemal control exists when the design or operation of a control does not allow management or employees, in the nomal
course of performing their assigned funclions, to prevent, or detect and correct misstatements on a timely basis. A material weakness is
a daficiency, or a combination of defici b e | control such that there is a reasonable possibility thal a material misstatement
of the entity's financial statements will not be prevented, or detected and corrected on a fimely basis. We consider the deficiencies
described in the accompanying schedule of findings and questioned costs to be material weaknesses. (Findings 2010-1 through 2010-3
and 2010-5 through 2010-8)

A significant deficiency is a deficiency or a combination of deficiencies in intemal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with govemnance We consider the deficiencies described in the accom ing
schedule of findings and quastioned costs to ba significant deficiencles. (Findings 2010-4 and 2010-9 through 2010-12)

Complignce and Other Matters

As part of obtaining reasonable assurance about whether the govemment’ financial statements are free of material misstatement, we
performed tests of its compliance with certain provisions of laws, regulations, conlracls, and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed instances of noncompliance or other matters that are required to be reported under Gevernment Audiifing Standards
and w:;m are described in the accompanying schedule of findings and questioned costs as items 2010-1, 2010-6, 2010-8, 2010-11 and
201212
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS (CONTINUED)

The government did not respond to the findings and questioned costs Identified in our audit Section 2.7-515, Montana Code
Annotated, states that the govemment should respond to any findings in the audit report within 30 days after the receipt of the final
audit report,

This report is intended solely for the information and use of the management, the governing board, others within the entity, the Montana
Department of Administration and federal awarding agencies and pass-through entilies and is not intended to be and should not be
used by anyone other than these specified parties.

O/Mﬁ;AW“-‘#Q FE

December 2, 2010



OLnEss & ASSOCIATES, P. C.

BRENT D. OtxEss, CPA CrRTIFIED PUBLIC ACCOUNTANTS ERpEsT §, Otoas, CPA
Cunt D Wyss, CPA
2810 CENTRAL AVENUE, SUITE B
BILLINGS, MONTANA 52102
(404) 252-6230

FAX (406) 2456922

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

To the Board of County Commissioners
Fergus County
Lewistown, Montana

Compliance

Wa have audited the compliance of Fergus Caunty, Montana (the government) with the types of compliance requirements described in
the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable 1o each of its major
federal programs for the year ended June 30, 2010, The government's major federal programs are identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs. Compliance with the requi of laws, regulati
conlracts, and grants applicable to each of its major federal programs is the responsibility of the government's management. Our
responsibility is to express an opinion on the govemment's compliance based on our audil,

We conducted our sudit of compliance in accordance with auditing standards generally accepted in the United States of America; (he
standards applicable to financial audits contained in Gavermment Auditing Standards, issued by the Complroller General of the United
States; and OMB Circufar A-133, Audits of States, Local Govemments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance aboul whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about the govemnment's compliance with those requirements and performing such other

ures as we idered Y in the ci 1 .Wnbu!lmmn:twauuﬂpruvrdesammauebaslsbrwopﬂm,
Qur audit does not provide a legal determination of the govermment's compliance with those requiremants.

As described in item 2013-01 in the accompanying schedule of findings and questioned costs, the government did not comply with
requirements regarding cash management that are applicable to Its Airport Improvement Program. Compliance with such requirements
is necessary. in our opinion, for the government to comply with the requirements applicabie to that program.

In our opinion, excepl for the noncompiiance described in the preceding paragraph, the govemment complied, in all material
with the requirements referred to above that are applicable o each of its major federal programs for the year ended June 30, 2010,

Intemnal

Management of the government is responsible for establishing and maintaining effective intemal control over compliance with the
requirements of laws. regulations, contracts, and grants applicable to federal programs. In planning and performing our audit, we
considered the govermment's internal control over compliance with the requirements that could have a direct and material effect on a
major federal program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test
and report on Internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion
on the effectiveness of internal contral over compliance. Accordingly, we do not exp an opinion on the effect of the
govemment's intemnal control over compliance.

Our consideration of internal control over compliance was for the fimited purpose described in the preceding paragraph and was not
designed to idenfify all deficiencies in internal control over eompliance that might be significant deficiencies or material weaknesses and
therefore, there can be no that all deficiencies, significant deficiencies, or material weaknesses have been identified,
However, as discussed below, we identified certain deficiencies In internal control over compliance that we consider ta be material
weaknesses.

A deficiency in intemal conlrol over compliance exists when the design or operation of a control over compliance does nol allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect and comect,
nancompliance with a type of compliance requirement of a federal program on a timely basis. A malerial weakness in internal control
over compliance is a deficiency. or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will not be prevented, or delecled and
correcled, on a timely basis. We i deficiencies in i control over compliance described in the ac panying schadule of
findings and questioned costs as items 2010-13 and 2010-14 1o be material weaknesses.
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (CONTINUED)

The gavernment did not respend to the findings and questioned costs identified in our audit, Section 2-7-515, Montana Code Annotated,
states that the government should respond to any findings in the audil repart within 30 days after the receipt of the final audit report.

This report is intended solely for the information and use of the management, the gaverning board, others wilhin the entity, the Montana

Department of Administration, and federal awarding agencies and pass-through enfities and is not intended to be and should not be
used by anyone other than these specified parties.

Ohess < Aﬁd‘&fts; 174

December 2, 2010
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FERGUS COUNTY
FERGUS COUNTY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS For the Year Ended June 30, 2010
For the Year Ended June 30, 2010

Recommendation: The govemment should continue to read its draft financial statements and SEFA and ensure the quality of

the document and the preparer,
SECTION | - SUMMARY OF AUDITOR'S RESULTS P
2010-2. QTHER POST EMPLOYMENT BENEFIT LIABILITY NOT RECORDED
FINANCIAL STATEMENTS:
Criteria: U.S. g lly accepled ing principles require the OPEB liability and relaled expense be recorded in the
Type of auditor's report issued: qualified financial stalements.
Internal control over financial reporting: Condition: The government did not record the other post employment henefit (OPEB) liability and related expense (GASB
» Material weakness(es) identified? X __yes ne Statement No. 45) in the financial staternents,
Cause: The government did not engage an actuarial firm to assist in determining the OPEB liability and related expanse as of
« Significant deficiency(ies) identified? A yes none reported and for the year ended June 30, 2010,
Noncompliance material to the financial stalements noted? X _yes ___ no Effect: The governmental activities, business-type activities and proprietary funds' liabiiiies are understaled, net assets are
overstaled and expenses are understated.
FEDERAL AWARDS:
Recomm jon; The ge should an actuarial firm to determine the OPEB liability and related expanse.
Intemnal contral cver major programs:
« Material wenknesses identified? X yes no 2010-3. SEGREGATION OF DUTIES
« Significant deficiency(les) (dentified? yes X __ none reported Criteria: Segregation of duties refers to assigning tasks among personnel so that no one person handies substantially all
aspects of a transaction.

Type of auditor's report issued on compliance for major programs:

Qualified for the Alrport Improvement Program
Unqualified for the remaning major federal programs Cause: The exten! to which the govemment can segregate duties is limited based on the number of personnel, their skill set
and work load, and organizational structure.

Condition: In many financial areas, including federal award programs, the government lacks segregation of duties.

Any audit findings disclosed that are required fo be reported in
accordance with section 510(a) of OMB Circular A-1337 X yes no Effect: The risk of ermors or imegularities occurring and not being detected in & timely manner increases when a lack of
sagregation of duties exists.

Identification of major rams:
" for prog Recommendation: There are inherent inefiiciencies with full segregation of duties and inherent riske with the lack of

CEDA Numbe Federa Clust segregation of duties, The cost versus benafits for both should be considered, The govemment shauld continue to evaluate
——ouies Name of d T or _ its segregation of duties and when possible assign tasks to strengthen controls,

16.575 Crime Victim Assistance
o i g Mowd Grwis o atis 20104, SELE-INSURANGE FUND NET ASSETS/RESERVES
20.106 Airport Improvement Program x
15.608 Bankhead Jones Farm Tenant Act Criteria: Self-insurance reserves should be based on sound actuarial principles using historical experience and reasonable
97.042 Emergency Management Performance Grants assumptions. Reserve levels should be analyzed and updsted at least biennially for the self-insurance fund, taking info
account rein 3
Dollar threshald used to distinguish between type A and type B e iy
programs? $300,000 Candifion: The most recent actuarial valuation completed was in March 2006.
Auditee qualified as low-risk auditee? yes X no Cause: Unknown,

Effect: Management does not have sufficient information to determine if the sell-insurance fund is financially sound. Recording

SECTION i - FINANCIAL STATEMENT FINDINGS the other post employment benefil (OPEB} liabifty and related expense (GASE Statement No. 45) will have an impact on the
sell-insurance fund's nel assels/resarves.
20101, FINANCIAL ST, T PREPARATION
Recommendation: The County should coniract with a third parly actuary to determine adequate reserve levels for the self-
Criteria: We were engaged to assist in the p on of the ge nent’s financial statements and schedule of expenditures insurance fund.
of federal awards (SEFA). The govemment ensures the Guality of its financial slatements and SEFA by engaging a qualified
audit firm with expertise in governmental audits and by reading a preliminary draft of the financial statements. 2010-5. JUSTICE OF THE PEACE TIME PAY ACCOUNTING
Condition: The govemment does nol have speific controls in place to review the selection and application of accounting Criteria: A reconciliation that reconciles the monthly time pay aclivity to the beginning and ending time pay balances should be
principles and resulting disclosures and presentations within the financial statements and SEFA. prepared to determine fhat all transactions have been recorded properly and to discover efrors and irregularities. Further, a

formal time pay reconciliation is a useful luating and monitor ndin, bal X

Cause: Tha government Is a small organization with limited resources. i e Foriniasy = "R AN oo o/ Relences
- Condition: The Justice of the Peace office does not perform a moi time unt reconciliation.

Effect: It is commeon within the governmental sector to rely an the audit firm to prepare the financial statements and SEFA, w2 o pey oo

however, an audit firm cannot be considered part of the g It's intermal control by prof standards currently in Cause: Unknown.

effect. Since some presantations and di: s may be 1al to the financial statements and SEFA, this weakness in

internal control would be classified as material, 43
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2010-6.

2010-7.

2010-6.

FERGUS COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2010

Effect: Not reconciling the time pay accounts on a monthly basis means that emrors or other problems might not ba recognized
and resclved on a timely basis.

Recommendation: The Justice of the Peace office should prepare a formal reconciliation of time pay activity to the beginning
and ending time pay balances on a monthly basis. Once completed, the reconciliation should be reviewed and approved by
the Justice of the Peace,

SH NT
Criteria: The OMB Circular A-133 Compliance Supplement Cash Man requirements. dictate that when entifies are
funded on a reimt nt basis, program costs must be pald for by entity funds before reimbursement is requested from tha
Federal Government.

Condition; For the County's Airport Improvement Program grant (CFDA No. 20.106), the County requested and received
reimburserment for engineering and professional services batween 8 and 170 days prior to actually disbursing the wamants.

Cause: Unknown.
Effect: Non-compliance with grant terms and conditions.
Recommendation: We recommend the County establish efiective cash management procedures that will sither minimize the

time elapsing between the transfer of funds from the U.S. Treasury and the disbursement of those funds or request
imit ent after the disbl has aclually been made.

GRANT MANAGEMENT

Criteria: Grant funding Is a significant portion of Fergus County's annual operating budget. The County has multiple locations
with substantial decentralization of department heads and management. It is important that a highly-developed, well-
communicated, and consistent grant management systemn be maintained.

Condition: Most of the major grant funded funclions and activities exist outside of the courthouse al various locafions
Currently, there are no existing policies and procedures to ensure that grants are managed in a consistent or uniform manner
and in accordance with all grant terms and conditions. Further, no one person is in charge of identifying, organizing and
monitoring federal and state grants.

Cause: Unknown.
Effect: Potential non-compliance with grant terms and conditions.

Recommendation: The County should identify, in detail, the various grant funded activities existing within the County and how
and where they are administered. The County should then designate or assign someone the task of organizing and monitoring
federal and state grants. The individual would be responsible for the following: a). classification of grant revenues b).

intaining compg and organi ‘grantm.mludhgmgranlappimihn.mpondanwmlhsgmﬁnuagm.
draw requests, evidence of monitoring any special grant terms and conditions and the close out report that agreas with the
accounting records, c). developing adequate cash management procedures, d). menitoring match requirements and, when
applicabie, ). follow up with subrecipients.

COUNTY FAIR
Criteria: Ticket reconciliation forms provide effective cash over admission charges.

Condition: Fair gate receipts are not formally accounted for through ticket reconcilistion forms. Colleclions were placed in a
bag with a note attached as to how many tickets the ticket sellers thought they had sold. Further, for night shows and fair
entertainment events, reconciliation reports that are generated from the fair's ficket management software were nel printed
immediately after the conclusion of the events and used to reconcile tickets sold fo cash collected. The reconciliation reports
were only printed upon request of the County Treasurer when receipting fair cash collections,

Cause: Unknown.

Effect: Cash controls are weakened.

Recommendation: We reco | the g policies and dures and overall operation of the fair be reviewed and
dated gthened internal contral over the fair operations and cash collecions. Once formalized, it should be expected
that the fair ger and fair employees adhere (o the established procedures.
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FERGUS COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2010

2010-8. EXTERNAL EMPLOYMENT POLICY

Criteria: A distinct external employment policy (moonlighting) clarifies potential confiicts of interest and employer expectations
regarding outside work to employees.

Condition: Under the Work Rules section of the county's Official Handbook of Personne! Policies and Procedures, the County
has identified guidelines for appropriate employ d Hov , the section does nol specifically address external
L o ighting”.

Cause: Unknowr.

Effect: Moonlighting, even while not directly in competition with County operations, may impact adversely on an employee's
ability to work and on an employee's ability to dedicate him or herself to the County. A second job's responsibilities might be
“inconsistent” with thosa of the county and conflicts of interest can arise.

Recommandation: The County shauld update its Official Handbook of Persannel Policies and Procedures to include a section
on external employment.

2010-10. PAYRO

Criteria: To ensure the accuracy of payroll setup, the various wage bases (unemployment, workers compensation, social
securily, medicare and federal wages) reporied on the federal and state payroll reports should be reconciled at and of each
payroll period.

CGondition: The various wage bases reported on the federal and state payroll reports were not reconciled.

Cause: Unknown.

Effect: Emors in the payroll setup may occur and not be detected in a timely manner,

Recommendation: To ensure the accuracy of payroll setup, we recommend the various wages bases be reconciled at the end
of each payroll period,

2010-11,COMPETITIVE BIDDING

Criteria: A coniract for the purchase of any vehicle, road machinery o other machinery, apparatus, appliances, equipment, or
maleniale or supplies or for construction, repair, or maintenance in excess of $50,000 may not be entered into by a County
goveming body without first publishing a notice calling for bids. (MCA 7-5-2301)

Condition: The County entered into a contract to remodel the County Attorney office building for approximately §145,000 and
purchased weed chemicals for $56,032 without publishing a notice calling for bids.

Cause: Unknown,
Effect: Noncompliance with the compefitive bidding requirements under Montana Code Annotated.

Recommendation: The County shouild review its procurement procedures to ensure that all contemplated purchases in excess
of $50,000 are formally bid in accordance with stale statules.

2010-12. RECEIPT.

Criteria: On all public ct ion contracts, Section 15-50-206, MCA, requires that the County withhold 1% of all payments
due the contractor and remit that money o the Department of Revenue (DOR).

Condition: The County did not withhold and remit the 1% tax to the DOR for the County Attorney office remadel.
Cause: Unknown,

Effect: Noncompliance with Section 15-50-206, MCA.

Recommendation: The 1% tax should be withheld and remitted 1o the Department of Revenue on all fulure contracts,



FERGUS COUNTY
SCHEDULE OF FINDINGS AND QUESTIOMED COSTS
For the Year Ended June 30, 2010
SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
U.S. DEPARTMENT OF TRANSPORTATION:

2010-13. AIRPORT IMPROVEMENT PROGAM, CFDA NO. 20.106, GRANT NO. DOT-FADSNM-2020, GRANT PERIOD YEAR ENDED
JUNE 30, 2010

Finding 2010-5 applies to this federal award program.
2010-14.ALL MAJOR FEDERAL PROGRAMS
Findings 2010-1 and 2010-3 apply to these federal award programs.

08-2.
09-3.

FERGUS COUNTY

SCHEDULE OF PRIOR YEAR FINANCIAL STATEMENT FINDINGS

P Finan F
Self-Insurance Fund Net Assets/Reserves
Financial Reporting
Segregation of Duties
Payroll
Justice of the Peace
County Fair Operations
Contractors Gross Receipts Tax

Status

Partially Implemented
Continued Disclosure
Continued Disclosure
Partially Implemented
Mot Implemented
Mot Implementad
Not Implemented
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2-7-515, Actions by governing bodies. Page 1 of' 1

Montana Code Annotated 2009

Predous Section  MCA Conterts  Pat Corterts  Search  Help  Next Section

2-7-515. Actions by governing bodies. (1) Upon receipt of the audit report, the governing bodies of
each audited local government entity shall review the contents and within 30 days shall notify the
department in writing as to what action they plan to take on any deficiencies or recommendations
contained in the audit report, If no deficiencies or recommendations appear in the audit report,
notification is not required.

(2) Notification to the shall include a statement by the governing bodies that noted
deficiencies or recommendations for improvement have been acted upon by adoption as recommended,
adoption with modification, or rejection.

(3) The local government entity shall adopt measures to correct the report findings and submit a copy
of the corrective action plan to the department and, if the local government entity is a school district,
shall also send a copy to the superintendent of public instruction. The department shall notify the entity
of the acceptance of the corrective measures. If the department and the local government entity fail to
agree, a conference between the parties must be held. Failure to resolve findings or implement corrective
measures shall result in the withholding of financial assistance in accordance with rules adopted by the
department pending resolution or compliance.

(4) In cases where a violation of law or nonperformance of duty is found on the part of an officer,
employee, or board, the officer, employee, or board must be proceeded against by the attorney general or
county, city, or town attorney as provided by law. If a written request to do so is received from the
department, the county, city, or town attorney shall report the proceedings instituted or to be instituted,
relating to the violations of law and nonperformance of duty, to the department within 30 days after
receiving the request. If the county, city, or town attorney fails or refuses to prosecute the case, the
department may refer the case to the attorney general to prosecute the case at the expense of the local
government entity.

History: En, 82-4521, 82-4522 by Secs. 7, 8, Ch. 380, L. 1975; R.C.M. 1947, 82-4521(2), §2-4522; amd. Sec. 1, Ch. 128,
L. 1991; amd. Sec. 13, Ch. 489, L. 1991.

Frovided by Mantana Legisiative Senices

http://data.opi.mt.gov/bills/mea/2/7/2-7-515.htm 3222011
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/ Said council shall meet on a quarterly basis with no compensation,
ARTICLE III
EXECUTIVE BRANCH

Section 3.01 Executive and Administrative Functions

The chief executive and chief a&min.imntiv:. functions of Fergus Co
! un
government shall be vested in the three elected members of the board of couzly !

commissioners whose term of office and method of- i i i
Nk & of selection are set forth in Article II of

Section 3.02 Powers and Duties
The board of county commissioners shall:

1. enforce laws, this Charter, ordinances, and resoluti carry ici
established by the commission; S O B e
2. perform the duties required by law, Charter, ordinance. i
OrT ] s or resolution;
:. {ajflmmxstcr the affairs of Fergus Co‘unty government; I ’
; direct, supervise, and administer all departments, agencies, and offices of the
Fi
County government except as otherwise provided b'y law, ordinance or this (lsa:-t:rl:su *
5. prepare a commission meeting agenda; '
6. execute bonds, notes, contracts, and written obligations of the county;
7. prepare, adopt and administer the county budget; '
g. appoint all members of boards and committees;
. appoint and remove all department heads who are not elected, and appoi
: ppoint and
remave all other employees not serving under elected dc.pm-uncn; heads;

10. exercise di
b rrgse direct control and ‘}_upenision of departments not headed by elected officials

‘Section 3.03 Terms of Appointed Boards

All county appointed board members shall serve not
e not more than two terms

ARTICLE IV
JUDICIAL BRANCH

Section 4.01 County Courts

There shall be such county courts as prescribed by law.
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