Date:

To:

Re:

427 SOUTH CHAPELLE
C/0 500 EAST CAPITOL
PIERRE SD 57501-5070

(605)773-3595

MARTIN L. GUINDON, CPA
AUDITOR GENERAL

November 6, 2017

SD Department of Education
SD State Board of Internal Control

Audit Report on — Feeding South Dakota
As of and for the year ended June 30, 2017
By: Eide Bailly, LLP, CPAs

We have accepted the final report on the audit of the above-named entity conducted under
the requirements of OMB Uniform Guidance.

OMB Uniform Guidance requires the State of South Dakota, as a direct recipient of federal
assistance who provides federal awards to a subrecipient, to:

ks

Ensure that subrecipients expending $750,000 or more in Federal awards during the
subrecipient’s fiscal year have met the audit requirements of OMB Uniform Guidance
for that fiscal year.

Ensure that the subrecipient takes timely and appropriate corrective action when the
audit report discloses instances of noncompliance with federal laws and regulations.
Consider whether this subrecipient audit necessitates adjustment of your program
records.

The accompanying audit report is submitted to you to help fulfill these requirements.

The report does identify an audit finding pertaining to federal award programs administered
by your agency/department that is required to be reported in accordance with OMB Uniform
Guidance, §200.516(a). See page 6 of the report on federal awards. Accordingly, you are
required to issue a management decision on the audit findings within six months after
receipt of this audit report (OMB Uniform Guidance §200.331(d)(3)).

Please contact us if you have any questions.

Sincerely,

Martin L. Guindon, CPA
Auditor General
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Independent Auditor’s Report

The Board of Directors
Feeding South Dakota
Sioux Falls, South Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of Feeding South Dakota (the Organization)
which comprise the statements of financial position as of June 30, 2017 and 2016, and the related
statements of activities, functional expenses, and cash flows for the years then ended and the related notes
to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Feeding South Dakota as of June 30, 2017 and 2016, and the changes in its net assets
and its cash flows for the years then ended in conformity with accounting principles generally accepted in
the United States of America.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated October 16, 2017
on our consideration of Feeding South Dakota’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of Feeding South Dakota’s internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
Feeding South Dakota’s internal control over financial reporting and compliance.

éfcgﬁugxuﬂ

Sioux Falls, South Dakota
October 16, 2017



Feeding South Dakota
Statements of Financial Position
June 30, 2017 and 2016

2017 2016
Assets
Current Assets
Cash and cash equivalents $ 1,420,980 $ 495,103
Cash temporarily restricted by donors 876,155 827,503
Investments - marketable securities - 182,271
Accounts receivable 76,423 95,258
Grants receivable 69,921 243,661
Promises to give - current 375,860 404,363
Food inventory 1,846,332 2,024,220
Prepaid expenses 44,268 34,443
Total current assets 4,709,939 4,306,822
Fixed Assets
Land 1,676,309 506,637
Buildings 6,154,292 2,879,983
Furniture and equipment 1,657,657 1,006,436
Vehicles 819,243 728,893
Construction in process - 4,623,626
10,307,501 9,745,575
Accumulated depreciation (1,282,344) (981,449)
Total fixed assets 9,025,157 8,764,126
Other Assets
Promises to give - long-term, net 52,052 133,822
Investments, long-term - 350,499
Assets held for sale - 465,092
Beneficial interest in assets held by community foundations 384,822 355,811
Total other assets 436,874 1,305,224
Total assets $ 14,171,970 $ 14,376,172
Liabilities and Net Assets
Current Liabilities
Accounts payable $ 162,753 $ 891,362
Accrued expenses 160,428 146,961
Capital lease obligation - current 11,861 -
Total current liabilities 335,042 1,038,323
Capital Lease Obligation - Long-Term 43,118 -
Total liabilities 378,160 1,038,323
Net Assets
Unrestricted 12,269,377 11,731,268
Temporarily restricted 1,198,771 1,280,919
Permanently restricted 325,662 325,662
Total net assets 13,793,810 13,337,849
Total liabilities and net assets $ 14,171,970 $ 14,376,172

See Notes to Financial Statements 3



Public Support and Revenue
Public support
Contributions
In-kind donations
United Way
Governmental fees and grants
Commodities program
Capital campaign

Total public support

Revenue
Handling fees
Net investment income
Gain on disposal of fixed assets
Distributions from and change in value of beneficial
interest in assets held by community foundations
Other

Total revenue

Net assets released from restrictions
Satisfaction of program restrictions

Total public support, revenue and
reclassifications

Expenses
Program services

Food Bank - Sioux Falls
Food Pantry - Sioux Falls
Food Bank - Rapid City
Food Pantry - Rapid City
Food Bank - Pierre
Commodity Food Programs
BackPack Program
School Food Pantry
Mobile Food Pantry

Total program services

Fundraising
General and administrative

Total expenses
Change in Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year

See Notes to Financial Statements

2017

Temporarily Permanently

Unrestricted Restricted Restricted Total
$ 3,339,080 $ 127,325 $ - $ 3,466,405
17,041,988 - - 17,041,988
399,942 - - 399,942
344,074 - - 344,074
2,300,262 - - 2,300,262
15,464 - - 15,464
23,440,810 127,325 - 23,568,135
1,132,124 - - 1,132,124
9,853 - - 9,853
476,079 - - 476,079
29,011 - - 29,011
9,174 - - 9,174
1,656,241 - - 1,656,241
209,473 (209.,473) - -
25,306,524 (82,148) - 25,224,376
7,041,067 - - 7,041,067
2,968,561 - - 2,968,561
5,153,215 - - 5,153,215
2,791,396 - - 2,791,396
1,262,233 - - 1,262,233
2,546,572 - - 2,546,572
843,950 - - 843,950
100,500 - - 100,500
996,198 - - 996,198
23,703,692 - - 23,703,692
680,647 - - 680,647
384,076 - - 384,076
24,768,415 - - 24,768,415
538,109 (82,148) - 455,961
11,731,268 1,280,919 325,662 13,337,849
$12,269,377 $ 1,198,771 $ 325,662 $13,793,810




Feeding South Dakota
Statements of Activities
Years Ended June 30, 2017 and 2016

2016
Temporarily Permanently
Unrestricted Restricted Restricted Total

$ 2,811,775 $ 353,144 $ - $ 3,164,919
19,031,683 - - 19,031,683
390,607 11,429 - 402,036
290,746 - - 290,746
2,111,050 - - 2,111,050
757,394 - - 757,394
25,393,255 364,573 - 25,757,828
1,131,913 - - 1,131,913
19,462 - - 19,462
26,542 - - 26,542
(11,264) - - (11,264)
9,980 - - 9,980
1,176,633 - - 1,176,633
2,429,758 (2,429,758) - -
28,999,646 (2,065,185) - 26,934,461
10,537,300 - - 10,537,300
2,205,243 - - 2,205,243
4,499,965 - - 4,499,965
2,544,333 - - 2,544,333
1,172,630 - - 1,172,630
2,470,914 - - 2,470,914
857,878 - - 857,878
1,019,739 - - 1,019,739
25,308,002 - - 25,308,002
743,862 - - 743,862
372,794 - - 372,794
26,424,658 - - 26,424,658
2,574,988 (2,065,185) - 509,803
9,156,280 3,346,104 325,662 12,828,046

$11,731,268 $ 1,280,919 $ 325,662 $13,337,849




Program Service

Sioux Falls Sioux Falls Rapid City Rapid City Pierre
Food Bank Food Pantry Food Bank Food Pantry Food Bank
Salaries $ 353,248 $ 123,683 $ 201,454 $ 114,314 $ 144,297
Payroll taxes 26,935 9,461 15,360 8,793 11,019
Employee benefits 119,191 24,437 39,548 17,930 21,455
Total salaries and related benefits 499,374 157,581 256,362 141,037 176,771
Food and transportation costs 614,773 26,291 340,350 38,465 223,277
Backpack food - - - - -
Supplies 4,782 5,655 2,165 456 1,585
Lease/rent expense - - - - -
Utilities 39,608 9,188 30,829 3,573 18,886
Repairs and maintenance 44,188 8,690 25,538 5,690 18,622
Insurance and taxes 21,141 2,064 9,644 884 7,085
Computer/software costs 17,810 2,678 8,350 2,188 6,337
Postage 8,291 26 2,851 - 1,848
Printing and promotions 3,531 44 1,320 133 309
Telephone 6,574 732 1,316 484 1,667
Conferences 2,855 - 54 - 758
Travel 8,193 236 5,115 - 3,250
Vehicle operating costs 89,332 670 21,988 2,499 9,330
Professional fees 2,714 - 2,705 - 3,142
Awards and gifts 14,383 456 13,635 284 4,354
Dues and subscriptions 5,152 - 3,154 - 788
Interest - - - - -
Miscellaneous 13,397 114 311 57 328
Depreciation 214,311 9,986 48,009 16,131 75,889
Overhead allocation (164,969) (14,115) (25,614) (12,107) (124,245)
Total expenses before donated
goods and services 1,445,440 210,296 748,082 199,774 429,981
In-kind goods and services used 122,304 653 - 499 1,428
Food donations distributed 5,028,275 2,424,004 4,279,034 2,448,825 765,165
Spoilage/due date disposals/waste 445,048 333,608 126,099 142,298 65,659
Total donated goods and services 5,595,627 2,758,265 4,405,133 2,591,622 832,252
Total expenses $ 7,041,067 $ 2,968,561 $ 5,153,215 $ 2,791,396 $ 1,262,233

See Notes to Financial Statements



Feeding South Dakota

Statements of Functional Expenses

Year Ended June 30, 2017
Program Service
Commodity BackPack School Mobile General and
Food Programs Program Food Pantry Food Pantry Total Fundraising Administration Total
$ 11,154 $ 68,063 $ 2,970 $ 10,260 $ 1,029,443 $ 257,060 § 278,122 $ 1,564,625
- 5,153 224 849 77,794 19,812 19,923 117,529
- 16,084 - 358 239,003 43,431 35,912 318,346
11,154 89,300 3,194 11,467 1,346,240 320,303 333,957 2,000,500
32,802 4,950 6,598 5,471 1,292,977 - - 1,292,977
- 617,321 - - 617,321 - - 617,321
19,694 5,079 65 85 39,566 - 3,535 43,101
- - - 200 200 - - 200
- - - - 102,084 - 14,450 116,534
- 119 610 - 103,457 - 14,645 118,102
- - - 1,296 42,114 - 5,961 48,075
- 358 - - 37,721 - 5,339 43,060
- - - - 13,016 50,210 2,838 66,064
473 5,266 - - 11,076 279,800 5,462 296,338
- 490 - - 11,263 1,313 3,972 16,548
- 200 - - 3,867 1,510 2,536 7,913
- 760 605 - 18,159 2,577 8,472 29,208
- 1,519 - 9,163 134,501 - - 134,501
- - - - 8,561 - 25,020 33,581
- 83 - - 33,195 1,935 193 35,323
- - - - 9,094 - 1,097 10,191
- - - - - - 2,347 2,347
- 45 - - 14,252 5,240 4,021 23,513
- - - 19,744 384,070 - 54,366 438,436
236,325 117,375 9,798 91,237 113,685 - (113,685) -
300,448 842,865 20,870 138,663 4,336,419 662,388 374,526 5,373,833
- - - - 124,884 17,759 9,550 152,193
2,245,088 1,085 79,630 857,535 18,128,641 - - 18,128,641
1,036 - - - 1,113,748 - - 1,113,748
2,246,124 1,085 79,630 857,535 19,367,273 17,759 9,550 19,394,582

$ 2,546,572 $ 843,950 $ 100,500 $ 996,198 $ 23,703,692 $ 680,647 $§ 384,076 $ 24,768,415




Program Service

Sioux Falls Sioux Falls Rapid City Rapid City Pierre
Food Bank Food Pantry Food Bank Food Pantry Food Bank
Salaries $ 319,674 $ 132,376 $ 188,706 $ 114,069 $ 116,885
Payroll taxes 25,050 10,374 14,788 8,939 9,160
Employee benefits 70,052 29,009 41,353 24,997 25,614
Total salaries and related benefits 414,776 171,759 244,847 148,005 151,659
Food and transportation costs 712,891 27,952 272,230 24,867 173,691
Backpack food - - - - -
Supplies 4,342 4,832 1,401 1,573 745
Lease/rent expense - - - - -
Utilities 27,006 5,731 34,474 3,995 15,631
Repairs and maintenance 49,817 11,174 26,073 6,053 23,279
Insurance and taxes 16,860 - 9,414 - 8,194
Computer/software costs 19,444 2,294 8,400 1,828 6,922
Postage 8,590 - 3,472 - 1,660
Printing and promotions 6,909 400 2,082 282 1,742
Telephone 6,019 769 2,176 585 1,277
Conferences 3,078 235 325 - 93
Travel 11,706 110 7,130 22 3,037
Vehicle operating costs 86,178 3,402 12,806 3,217 13,615
Professional fees 3,127 - 2,531 - 2,506
Awards and gifts 2,320 549 2,952 401 453
Dues and subscriptions 5,226 - 3,077 - 771
Interest - - - - -
Miscellaneous 10,610 232 177 33 -
Depreciation 69,937 4,358 47,939 15,980 49,571
Overhead allocation (120,076) (8,650) (25,257) (11,126) (105,012)
Total expenses before donated
goods and services 1,338,760 225,147 656,249 195,715 349,834
In-kind goods and services used 157,361 2,174 280 1,550 -
Food donations distributed 8,690,475 1,796,007 3,707,365 2,258,862 785,519
Spoilage/due date disposals/waste 350,704 181,915 136,071 88,206 37,277
Total donated goods and services 9,198,540 1,980,096 3,843,716 2,348,618 822,796
Total expenses $ 10,537,300 $ 2,205,243 $ 4,499,965 $ 2,544,333 $ 1,172,630

See Notes to Financial Statements



Feeding South Dakota

Statements of Functional Expenses

Year Ended June 30, 2016
Program Service
Commodity BackPack School Mobile General and
Food Programs Program Food Pantry Food Pantry Total Fundraising Administration Total
$ 10,603 $ 60,499 $ - $ 10,486 $ 953298 $ 259,119 § 277,426 $ 1,489,843
- - - - 68,311 20,306 21,741 110,358
- - - - 191,025 56,783 60,795 308,603
10,603 60,499 - 10,486 1,212,634 336,208 359,962 1,908,804
40,581 2,400 - 46,529 1,301,141 - - 1,301,141
- 656,854 - - 656,854 - - 656,854
22,031 1,988 - 1,499 38,411 - 6,057 44,468
- - - - 86,837 - 11,284 98,121
- - - - 116,396 - 15,125 131,521
- - - 1,327 35,795 - 4,651 40,446
- - - - 38,888 - 5,053 43,941
- - - - 13,722 63,407 3,366 80,495
349 - - - 11,764 298,789 2,801 313,354
- - - - 10,826 3,218 3,445 17,489
- - - - 3,731 - 915 4,646
- - - - 22,005 - 5,398 27,403
- - - 9,742 128,960 - - 128,960
- - - - 8,164 18,756 13,580 40,500
- - - - 6,675 3,393 722 10,790
- - - - 9,074 - 732 9,806
- - - - 11,052 4,217 3,517 18,786
- - - 19,744 207,529 - 26,967 234,496
193,575 93,792 - 82,785 100,031 - (100,031) .
267,139 815,533 - 172,112 4,020,489 727,988 363,544 5,112,021
- - - - 161,365 15,874 9,250 186,489
2,155,128 42,345 - 847,627 20,283,328 - - 20,283,328
48,647 - - - 842,820 - - 842,820
2,203,775 42,345 - 847,627 21,287,513 15,874 9,250 21,312,637
$ 2,470,914 $ 857,878 $ - $ 1,019,739 $ 25,308,002 $ 743,862 $ 372,794 $ 26,424,658




Feeding South Dakota
Statements of Cash Flows
Years Ended June 30, 2017 and 2016

Operating Activities
Change in net assets
Adjustments to reconcile change in net assets
to net cash from operating activities:
Depreciation
Gain on sale of fixed assets
Bad debt expense
Unrealized (gain) loss on investments
Change in beneficial interest in assets
Change in discount on promises to give
Commodities received
In-kind donations received
In-kind donations of fixed assets
Food distributed to agencies
Spoilage/due date disposals/waste
In-kind goods and services
Contributions restricted to building projects
Changes in operating assets and liabilities

Accounts and grants receivable and promises to give

Purchased food inventory

Prepaid expenses

Cash temporarily restricted by donors
Accounts payable

Accrued expenses

Net Cash from Operating Activities
Investing Activities
Purchase of fixed assets
Proceeds from sale of fixed assets
Purchase of investments
Proceeds from sale of investments
Addition to cash restricted to building project
Net Cash from (used for) Investing Activities
Financing Activities
Principal payments on lease obligation
Collection of contributions restricted to building
Net Cash from Investing Activities
Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

See Notes to Financial Statements

2017 2016
$ 455961 509,803
438,436 234,496
(476,079) (26,542)

53 -

(5,733) 26,151
(29,011) 11,264
(6,714) (1,454)
(2,300,262) (2,111,050)
(17,006,609) (18,968,686)
(35,379) (62,997)
18,128,641 20,283,328
1,113,748 842,820
152,193 186,489
- (249,750)
179,256 (201,088)
86,531 (293,718)
(9,825) 6,487
(48,652) (72,075)
(21,246) (22,998)
13,467 26,534
628,776 117,014
(1,317,332) (5,802,687)
950,529 1,476,849
(50,159) (496,817)
588,662 1,110,056

- 2,007,584
171,700 (1,705,015)
(8,498) -
133,899 422,926
125,401 422,926
925,877 (1,165,075)
495,103 1,660,178

$ 1,420,980 495,103




Feeding South Dakota
Statements of Cash Flows
Years Ended June 30, 2017 and 2016

Supplemental Disclosure of Cash Flow Information and
Non-cash Investing and Financing Activity

Accounts payable for property and equipment
Equipment financed with capital lease
Cash paid for interest

See Notes to Financial Statements

2017 2016

$ 67,970 $ 775,333

$ 63,477 $ -

$ 2,347 $ -




Feeding South Dakota
Notes to Financial Statements
June 30, 2017 and 2016

Note 1 - Organization and Summary of Significant Accounting Policies
Organization

The Organization is a South Dakota nonprofit corporation which assists with emergency food needs for local
families and individuals, supplies on-site programs with reclaimed food, and collects and redistributes food to
agencies throughout South Dakota.

Cash and Cash Equivalents

The Organization considers all cash and highly liquid financial instruments with original maturities of three
months or less, and which are neither held for nor restricted by donors for long-term purposes, to be cash and cash
equivalents.

Receivables and Credit Policies

Accounts and grant receivables are stated at the amount management expects to collect from outstanding
balances. Due to the nature of the receivables, they are non-interest bearing. Payments of receivables are allocated
to the specific invoices identified on the customer's remittance advice or, if unspecified, are applied to the earliest
unpaid invoices. If accounts become uncollectible, they are charged to expense when the determination is made.

Promises to Give

Feeding South Dakota reports unconditional promises to give as contributions. If outstanding contributions are
expected to be collected in less than one year, they are recorded at the estimated amount to be ultimately realized.
If outstanding contributions are to be paid to the organization over a period of years, they are recorded at the
present value of their estimated cash flows. Promises to give amounts are reflected net of an allowance for
uncollectible amounts based on management’s judgment, past payment experience and other relevant factors.

Food Inventory

Inventory consists of donated food and non-food items, purchased food and United States Department of
Agriculture (USDA) commodities received from the government. Donated non-government food and donated
government food was valued at $1.52 and $1.67 per pound for the years ended June 30, 2017 and 2016,
respectively. This valuation is based on a cost study conducted for Feeding America, which for the most recent
cost study, included a separate valuation of food that excludes non-food items. This valuation was used in the
$1.52 value per pound above. Purchased food is valued at the latest purchase price.

Investments

Investment purchases are recorded at cost, or if donated, at fair value on the date of donation. Thereafter,
investments are reported at their fair values in the statements of financial position. Net investment gain/(loss) is
reported in the statements of activities and consists of interest and dividend income, realized and unrealized
capital gains and losses, less investment management and custodial fees.



Feeding South Dakota
Notes to Financial Statements
June 30, 2017 and 2016

Fixed Assets

Land, buildings, and equipment purchases over $1,000 are capitalized by the Organization and are recorded at
cost. The fair value of donated fixed assets is similarly capitalized. Depreciation is computed on the straight-line
method using the lives as shown below. When assets are sold or otherwise disposed of, the cost and related
depreciation is removed from the accounts, and any remaining gain or loss is included in the statements of
activities. Costs of maintenance and repairs that do not improve or extend the useful lives of the respective assets
are expensed currently.

Buildings 39 years
Furniture and equipment 3-20 years
Vehicles 5 years

Contributed property and equipment is recorded at fair value at the date of donation. If donors stipulate how long
the assets must be used, the contributions are recorded as restricted support. In the absence of such stipulations
contributions of property and equipment are recorded as unrestricted support. Construction in process was
$4,623,626 at June 30, 2016, which includes purchased land of $773,900.

Net Assets

Net assets, revenues, gains, and losses are classified based on the existence or absence of donor-imposed
restrictions. Accordingly, net assets and changes therein are classified and reported as follows:

Unrestricted Net Assets — Net assets available for use in general operations. The Board has approved a policy
to designate a three-month operating reserve. During fiscal year 2016, the board approved a temporary
decrease in the three-month operating reserve requirement until the sale of the Sioux Falls warechouse was
completed in July 2016. Unrestricted board designated operating reserve as of June 30, 2017 and 2016, was
approximately $1,236,000 and $1,028,000, respectively.

Temporarily Restricted Net Assets — Net assets subject to donor restrictions that may or will be met by
expenditures or actions of the Organization and/or the passage of time.

The Organization reports contributions restricted by donors as increases in unrestricted net assets if the
restrictions expire (that is, when a stipulated time restriction ends or purpose restriction is accomplished) in
the reporting period in which the revenue is recognized. All other donor-restricted contributions are reported
as increases in temporarily or permanently restricted net assets, depending on the nature of the restrictions.
When a restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statements of activities as net assets released from restrictions.

Permanently Restricted Net Assets — Net assets whose use is limited by donor-imposed restrictions that neither
expire by the passage of time nor can be fulfilled or otherwise removed by action of the Organization. The
restrictions stipulate that resources be maintained permanently but permit the Organization to expend the
income generated in accordance with the provisions of the agreements.

10



Feeding South Dakota
Notes to Financial Statements
June 30, 2017 and 2016

Allocation of Functional Expenses

The costs of providing the various program services and supporting activities have been summarized on a
functional basis in the statements of activities. Accordingly, certain costs have been allocated between program
and supporting service classifications based upon specific identification where possible and estimates made by
management.

Contributions

Contributions, including unconditional promises to give, are recognized in the period received. Conditional
promises to give are not recognized until the conditions on which they depend are substantially met.

Donated Materials and Services

Donated materials and services are recorded at their estimated fair value if they enhance the Organization’s
nonfinancial assets or require specialized skills that the Organization would normally purchase if not provided by
donation. Volunteers contribute significant amounts of time to the Organization’s program services,
administration, and fundraising and development activities; however, the financial statements do not reflect the
value of these contributed services because they do not meet recognition criteria prescribed by generally accepted
accounting principles.

Fund Raising Costs
Fund raising costs are expensed as incurred.
Income Taxes

Feeding South Dakota is a nonprofit organization other than a private foundation that is exempt from federal
income taxes under Section 501(c)(3) of the Internal Revenue Code. The Organization received its permanent
501(c)(3) status in February 1984. Contributions to the Organization are eligible as deductible charitable
contributions for federal income tax purposes. The Organization is annually required to file a Return of
Organization Exempt from Income Tax (From 990) with the IRS. In addition, the Organization is subject to
income tax on net income that is derived from business activities that are unrelated to their exempt purpose. The
Organization has determined it is not subject to unrelated business income tax and has not filed an Exempt
Organization Business Income Tax Return (Form 990-T) with the IRS.

Feeding South Dakota believes that it has appropriate support for any tax positions taken affecting is annual filing
requirements, and as such, does not have any uncertain tax positions that are material to the financial statements.
The Organization would recognize future accrued interest and penalties related to unrecognized tax benefits and
liabilities in income tax expense if such interest and penalties are incurred.

Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the

date of the financial statements and the reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates and those estimates could be material.
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Feeding South Dakota
Notes to Financial Statements
June 30, 2017 and 2016

Employee Benefits
The cost of employee benefits and compensated leave are accrued as they are vested to the employee.
Financial Instruments and Credit Risk

Feeding South Dakota manages deposit concentration risk by placing cash, money market accounts, and
certificates of deposit with financial institutions believed by management to be creditworthy. At times, amounts
on deposit may exceed insured limits or include uninsured investments in money market funds. To date, Feeding
South Dakota has not experienced losses in any of these accounts. Credit risk associated with accounts receivable,
grants receivable and promises to give is considered to be limited due to high historical collection rates and
because substantial portions of the outstanding amounts are due from governmental agencies, organizations and
other individuals supportive of Feeding South Dakota’s mission.

Fair Value Measurements

Certain assets and liabilities are reported at fair value in the financial statements. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction in the principal, or most
advantageous, market at the measurement date under current market conditions regardless of whether that price is
directly observable or estimated using another valuation technique. Inputs used to determine fair value refer
broadly to the assumptions that market participants would use in pricing the asset or liability, including
assumptions about risk. Inputs may be observable or unobservable. Observable inputs are inputs that reflect the
assumptions market participants would use in pricing the asset or liability based on market data obtained from
sources independent of the reporting entity. Unobservable inputs are inputs that reflect the reporting entity’s own
assumptions about the assumptions market participants would use in pricing the asset or liability based on the best
information available. A three-tier hierarchy categorizes the inputs as follows:

Level 1 — quoted prices (unadjusted) in active markets for identical assets or liabilities that Feeding South
Dakota can access at the measurement date.

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly. These include quoted prices for similar assets or liabilities in active markets,
quoted prices for identical or similar assets or liabilities in markets that are not active, inputs other than
quoted prices that are observable for the asset or liability, and market-corroborated inputs.

Level 3 — Unobservable inputs for the asset or liability. In these situations, Feeding South Dakota develops
inputs using the best information available in the circumstances.

Shipping and Handling Costs

Transportation costs billed to customers is considered sales revenue and related transportation costs are included
in program expenses.

Subsequent Events

Subsequent events have been evaluated through October 16, 2017, the date which the financial statements were
available to be issued.
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Feeding South Dakota
Notes to Financial Statements
June 30, 2017 and 2016

Note 2 - Promises to Give

The following summarizes promises to give at June 30, 2017 and 2016:

2017 2016
South Dakota Cattlemen's Foundation $ 236,508 $ 212,000
Capital campaign 195,352 329,251
Other - 7,596
Total promises to give 431,860 548,847
Less discount to net present value at 5% (3,948) (10,662)
Net promises to give $ 427912 $ 538,185

At June 30, 2017 and 2016, one donor accounted for approximately 55% and 39% of total promises to give.

The following summarizes scheduled receipts of promises to give at June 30, 2017.

Due by June 30:
2018 $ 375,860
2019 32,500
2020 18,500
2021 5,000
$ 431,860
Note 3- Investments
The following summarizes investments by major investment type at June 30, 2017 and 2016:
2017 2016
Certificates of deposit $ - $ 251,163
Mutual funds - equity securities - 152,208
Debt securities - 129,399
- 532,770
Long term investments - (350,499)
Investments, current $ - $ 182,271

13



Feeding South Dakota
Notes to Financial Statements
June 30, 2017 and 2016

Net investment return consists of the following for the years ended June 30, 2017 and 2016:

2017 2016
Interest and dividends $ 4,120 $ 45,613
Unrealized gain (loss) 5,733 (26,151)
$ 9,853 $ 19,462

Note 4 - Beneficial Interest in Assets Held by Community Foundations
Agency Funds

During 2012, the Organization established various permanent endowment funds (the Funds) with Sioux Falls
Area Community Foundation, Black Hills Area Community Foundation and South Dakota Community
Foundation and named itself beneficiary. The Organization granted variance power to the community foundations
which allows them to modify any condition or restriction on its distributions for any specified charitable purpose
or to any specified organization if, in the sole judgment of the respective community foundation’s Board of
Directors, such restriction or condition becomes unnecessary, incapable of fulfillment, or inconsistent with the
charitable needs of the community. In addition, the Organization is the beneficiary of a legacy gift which is
invested with Sioux Falls Area Community Foundation and to which the donor did not grant variance power. The
Funds are held and invested by the community foundations for the benefit of Feeding South Dakota, and are
reported at fair value in the statements of financial position, with trust distributions and changes in fair value
recognized in the statements of activities. The aggregate current market value of such transfers, plus income or
losses and less distributions and fees was $384,822 and $355,811 at June 30, 2017 and 2016, respectively, and is
reflected in the Organization's assets as beneficial interest in assets held by community foundations.

Designated Funds

In April 2017, a $1,000,000 endowment fund was established by an outside donor with the South Dakota
Community Foundation (“Foundation”) that names Feeding South Dakota as the designated beneficiary of
distributions from the endowment. The Organization recognizes temporarily restricted revenue from the
endowment as it is received to fund facility operational costs. The balance of the fund with the Foundation was
$1,037,841 as of June 30, 2017.

In December 2014, a $1,000,000 endowment fund was established by an outside donor with the South Dakota
Community Foundation (“Foundation”) that names Feeding South Dakota as the designated beneficiary of
distributions from the endowment. The Organization recognizes unrestricted revenue from the endowment as it is
received. The balance of the fund with the Foundation was $1,002,579 and $934,527 as of June 30, 2017 and
2016, respectively.

Distributions received totaled $43,543 and $44,260 for the years ended June 30, 2017 and 2016, respectively.

Distributions from the two designated funds to the Organization are in accordance with distribution policies for
permanent funds adopted by the Foundation. The endowments represent restricted net assets of the Foundation.
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Feeding South Dakota
Notes to Financial Statements
June 30, 2017 and 2016

Note 5 - Fair Value of Assets and Liabilities

Assets measured at fair value on a recurring basis at June 30, 2017 and 2016, are as follows:

2017 2016
Certificates of deposit $ - $ 251,163
Beneficial interest in assets held by community foundations 384,822 355,811
Mutual funds - equity securities - 152,208
Debt securities - 129,399

$ 384,822 $ 888,581

The related fair values of these assets are determined as follows:

Other

Quoted Prices in Observable Unobservable

Active Markets Inputs Inputs

(Level 1) (Level 2) (Level 3)
June 30, 2017
Beneficial interest in assets held by

community foundations $ - $ - $ 384,822
3 - 3 - 3 384,822

June 30, 2016
Certificates of deposit $ - $ 251,163 $ -
Beneficial interest in assets held by

community foundations -
Mutual funds - equity securities 152,208
Debt securities -

- 355,811

129,399 -

$ 152,208 $ 380,562 $ 355,811

A portion of the Organization’s investment assets are classified as Level 1 because they are comprised of open-
ended mutual funds with readily determinable fair values based on daily redemption values. The fair value of
certificates of deposit and corporate debt securities are determined by reference to similar assets that are directly
or indirectly observable in the marketplace, and are classified within Level 2. The fair value of the Organization’s
beneficial interest in assets held by community foundations is based on the fair value of fund investments as
reported by the community foundations. These are considered to be Level 3 measurements.
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Feeding South Dakota
Notes to Financial Statements
June 30, 2017 and 2016

Following is a reconciliation of activity for assets required to be measured at fair value that are based upon
significant unobservable (non-market) information for the years ended June 30, 2017 and 2016:

Balance at June 30, 2015 $ 367,075
Adjustments to fair market value, net of distributions (11,264)
Balance at June 30, 2016 355,811
Adjustments to fair market value, net of distributions 29,011
Balance at June 30, 2017 $ 384,822

Note 6 - Assets Held for Sale

On September 11, 2015, the Organization entered into a purchase agreement to sell its real property located at
3511 N. 1 Avenue in Sioux Falls, South Dakota. Assets held for sale for this property on June 30, 2016 totaled
$465,092. The closing date of the sale of this property occurred on July 18, 2016. The net gain on the sale of
these assets was $482,438. This amount is included as part of the gain on disposal in the statements of activities.
The Organization has relocated the Sioux Falls operations to its newly constructed facility located at 4701 N.
Westport Ave.

Note 7- Contingent Liability

The Organization received the following zero interest rate funds from the Department of Community
Development of the City of Sioux Falls, South Dakota:

Repair or replacement of:

Roof January 18, 1991 $ 54,500
Elevator August 6, 1992 71,800
Freezer June 21, 1999 40,000

$ 166,300

These funds were recognized as income in the periods received. The principle sums as specified in the
agreements, shall not become due and payable until the occurrence of one of the following events: (1) conveyance
of said property by the Organization, (2) voluntary or involuntary relinquishment of said property by the
Organization, or (3) termination of the agreement by the City for noncompliance. The related property is secured
by mortgages. The original agreements were amended in May 2016 and transferred to the property at 4701 N.
Westport, Sioux Falls, South Dakota.
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Feeding South Dakota
Notes to Financial Statements
June 30, 2017 and 2016

Note 8 - Restrictions on Net Assets

Temporarily restricted net assets represent donor restricted funds for specific program expenses and fixed asset
acquisitions. Following are the temporarily restricted net assets available for the following purposes:

2017 2016
BackPack program $ 709,654 $ 698,867
Mobile food pantry 35,000 60,000
Sioux Falls food pantry 41,108 21,416
Protein food purchases 237,883 213,300
Delivery truck - 160,000
Generator and security equipment 50,000 31,667
Rapid City collective impact - personnel expense 35,910 -
Other 89,216 95,669

§ 1,198,771 $ 1,280,919

Net assets were released from restrictions as follows during the years ending June 30, 2017 and 2016:

2017 2016
Satisfaction of purpose restrictions
Sioux Falls food pantry $ - $ 10,765
Mobile food pantry 25,000 -
Delivery truck 160,000 -
BackPack program - 38,528
Capital campaign - 2,362,738
Other 24,473 17,727

$ 209,473 § 2,429,758

Note 9 - Retirement Plan

The Organization has established a 401(k) retirement plan that covers all employees who meet eligibility
requirements. Employees are fully vested on all amounts contributed to the plan. The plan provides for a
discretionary matching contribution. For the years ended June 30, 2017 and 2016, the Organization has elected to
match contributions up to 3% of compensation for each eligible employee. For the years ended June 30, 2017 and
2016, this contribution was $40,168 and $38,174, respectively.

Note 10 - Member Agreement

The Organization renewed its member agreement with Feeding America on October 1, 2014. The purpose of the
contract is to establish Feeding South Dakota’s membership in the national Network of Feeding America, provide
definition and guidance for the business relationship between Feeding South Dakota and Feeding America, foster
a cooperative spirit, and improve the capacity of the Network to provide solutions to the problem of hunger in
America.
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Feeding South Dakota
Notes to Financial Statements
June 30, 2017 and 2016

Note 11 - In Kind Donations

Donated goods and services received are included as in-kind donations and commodities revenue on the

statements of activities and consisted of the following for 2017 and 2016:

Food and food discounts
Commodities
Fundraising
Professional services
Media

Capital items
Miscellaneous

Note 12 - Capital Lease Obligation

2017 2016
§ 16,850,772 § 18,838,524
2,300,262 2,111,050
20,009 15,874
104,767 95,762
6,034 -
35,379 62,997
25,027 18,526

§ 19,342,250 § 21,142,733

The Organization leases certain trash compactor equipment under a lease classified as a capital lease. The
following is a schedule showing the future minimum lease payments under the capital lease by fiscal year and the
present value of the minimum lease payments as of June 30, 2017. The interest rate related to the lease obligation

is 5.24% and the maturity date is October 2021.

Years ending June 30:
2018
2019
2020
2021
2022

Total minimum lease payments
Less amount representing interest

Capital lease obligation

Capital lease obligation - current
Capital lease obligation - long-term

Leased property under the capital lease at June 30, 2017 includes:

Equipment
Less accumulated depreciation

$ 14,460
14,460

14,460

14,460

3,615

61,455
(6,476)

$ 54,979

$ 11,861
43,118

$ 54,979

$ 63,477
(9,522)

$ 53,955
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Independent Auditor’s Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

The Board of Directors and Management of
Feeding South Dakota
Sioux Falls, South Dakota

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the financial statements of Feeding South Dakota
(the Organization), which comprise the statement of financial position as of June 30, 2017, and the related
statements of activities, functional expenses, and cash flows for the year then ended, and the related notes
to the financial statements, and have issued our report thereon dated October 16, 2017.

Internal Control over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

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

Compliance and Other Matters

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

www.eidebailly.com

200 E. 10th St., Ste. 500 | P.O.Box 5125 | Sioux Falls, SD 57117-5125 | T 605.339.1999 | F 605.339.1306 | EOE



Purpose of this Report

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

éfo;ﬁu@zuﬁ

Sioux Falls, South Dakota
October 16, 2017
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Independent Auditor’s Report on Compliance for Its Major Federal Program;
Report on Internal Control Over Compliance; and Report on the Schedule of Expenditures
of Federal Awards Required by the Uniform Guidance

The Board of Directors and Management
Feeding South Dakota
Sioux Falls, South Dakota

Report on Compliance for Each Major Federal Program

We have audited Feeding South Dakota’s compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on the
Organization’s major federal program for the year ended June 30, 2017. The Organization’s major federal
program is identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs.

Management’s Responsibility
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on the compliance for the Organization’s major federal
program based on our audit of the types of compliance requirements referred to above. We conducted our
audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the 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 Organization’s
compliance with those requirements and performing such other procedures as we considered necessary in
the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for its major federal
program. However, our audit does not provide a legal determination of the Organization’s compliance.

Opinion on Its Major Federal Program

In our opinion, Feeding South Dakota complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on its major federal program
for the year ended June 30, 2017.
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Report on Internal Control over Compliance

Management of Feeding South Dakota is responsible for establishing and maintaining effective internal
control over compliance with the compliance requirements referred to above. In planning and performing
our audit of compliance, we considered the Organization’s internal control over compliance with the
types of requirements that could have a direct and material effect on its major federal program to
determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing
an opinion on compliance for its major federal program and to test and report on internal control over
compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion
on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the Organization’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a compliance requirement will not be prevented,
or detected and corrected, on a timely basis. 4 significant deficiency in internal control over compliance
is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness in internal
control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses and significant
deficiencies may exist that have not been identified. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However, we identified a certain
deficiency in internal control over compliance, as described in the accompanying schedule of findings and
questioned costs as Finding 2017-001 that we consider to be a significant deficiency.

The Organization’s response to the internal control over compliance finding identified in our audit is
described in the accompanying schedule of findings and questioned costs. The Organization’s response
was not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.



Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of Feeding South Dakota as of and for the year ended June 30,
2017, and have issued our report thereon dated October 16, 2017, which contained an unmodified opinion
on those financial statements. Our audit was conducted for the purpose of forming an opinion on the
financial statements as a whole. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by the Uniform Guidance and is not a required
part of the financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the schedule of
expenditures of federal awards is fairly stated in all material respects in relation to the financial statements
as a whole.

@Murﬁ

Sioux Falls, South Dakota
October 16, 2017



Feeding South Dakota
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2017

Amounts
Federal Grantor/ Federal Agency or Passed-
Pass-Through Grantor CFDA  Pass-through Federal Through to
Program Title Number Number Expenditures ~ Subrecipients
Department of Agriculture
Passed through the South Dakota Department of Education
Food Distribution Cluster
Commodity Supplemental Food Program 10.565 2017G-217  $ 204,368 $ 32,803
(Administrative Costs)
Commodity Supplemental Food Program 10.565 2017G-217 1,381,596 1,349,225
(Food Commodities)
Emergency Food Assistance Program 10.568 17-TEFAP-002 91,976 -
(Administrative Costs)
Emergency Food Assistance Program 10.569 17-TEFAP-002 863,491 487,415
(Food Commodities)
Total Food Distribution Cluster 2,541,431 1,869,443
Department of Homeland Security
Emergency Food and Shelter National FEMA
Board Program 97.024 Phase 33 47,730 -
Total Federal Financial Assistance $ 2,589,161 § 1,869,443




Feeding South Dakota
Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2017

Note 1 - Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Feeding South
Dakota. The information in this schedule is presented in accordance with the requirements of the Uniform
Guidance. Feeding South Dakota received federal awards both directly from federal agencies and indirectly
through pass-through entities. Federal financial assistance provided to a subrecipient is treated as expenditure
when it is paid to the subrecipient.

Note 2 - Significant Accounting Policies

Expenditures reported on the Schedule are reported on the modified accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in OMB Circular A-122, Cost Principles for
Non-profit Organizations or Subpart E — Cost Principles of the Uniform Guidance, wherein certain types of
expenditures are not allowable or are limited as to reimbursement. The Organization’s summary of significant
accounting policies is presented in Note 1 in the Organization’s basic financial statements.

Feeding South Dakota has not elected to use the 10% de minimis cost rate.

Note 3 - Food Distribution Cluster

The amount of reimbursement available from the pass through agency for administrative costs is unknown at the
time the costs are incurred. As a result, the amount presented as administrative costs at June 30, 2017 for the
commodity supplemental food program includes $63,836 of reimbursements by the pass through agency for
which costs were incurred in the prior year. In addition, the amount presented as administrative costs at June 30,
2017 for the emergency food assistance program includes $32,679 of reimbursements by the pass through agency
for which costs were incurred in the prior year.

Note 4 - Nonmonetary Assistance

Nonmonetary assistance is reported in the schedule at the fair market value of the commodities received and
disbursed. At June 30, 2017, the Organization had food commodities totaling $409,406 in inventory.



Feeding South Dakota
Schedule of Findings and Questioned Costs
Year Ended June 30, 2017

Section I - Summary of Auditor’s Results

FINANCIAL STATEMENTS

Type of auditor's report issued
Internal control over financial reporting:
Material weakness identified
Significant deficiencies identified not considered
to be material weaknesses

Noncompliance material to financial statements noted

FEDERAL AWARDS

Internal control over major programs:
Material weakness identified
Significant deficiencies identified not considered
to be material weaknesses

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

Any audit findings disclosed that are required to be reported in
accordance with Uniform Guidance 2 CFR 200.516:

Identification of major program:

Name of Federal Program

Food Distribution Cluster

Dollar threshold used to distinguish between Type A and Type B programs:

Auditee qualified as low-risk auditee?

Unmodified

No
None reported

No

No

Yes
Unmodified

Yes

CFDA number

10.565, 10.568,
and 10.569

$750,000

Yes

Section II - Financial Statement Findings

None reported



Feeding South Dakota
Schedule of Findings and Questioned Costs
Year Ended June 30, 2017

Section III - Federal Award Findings and Questioned Costs

2017-001 Passed-through South Dakota Department of Education
CFDA 10.565, 10.569, 12017510, 10/1/2015 — 9/30/2016 and 10/1/2016 — 9/30/2017
Food Distribution Cluster

Subrecipient Monitoring
Significant Deficiency in Internal Control over Compliance

Criteria: Under 2 CFR 200.331(d), the Organization is required to monitor the activities of the subrecipient as
necessary to ensure that the subaward is used for authorized purposes, in compliance with federal statutes,
regulations and the terms and conditions of the subaward.

Condition: The Organization was unable to provide an accurate list of participants receiving the food boxes for
one month for one subrecipient. In addition, the Organization did not retain sufficient documentation to support
the monitoring and review of the eligibility of subrecipient’s participant applications.

Cause: The subrecipient was nonresponsive to requests to provide a revised listing of program participants for
the month. When management requested the revised listing, the agency responded that it was due to boxes being
distributed to participants on the waiting list, however they could not provide details of which individuals were
the recipients. Documentation supporting the review of participant applications for accuracy was not retained.

Effect: Without adequate support, demonstrating compliance with laws, regulations and grant requirements is
difficult.

Questioned Costs: None reported.

Context/Sampling: A nonstatistical sample of eleven subrecipients out of fifty-three total subrecipients were
selected for testing.

Repeat Finding from Prior Year: No

Recommendation: We acknowledge the Organization made several requests to the subrecipient to obtain the
listing of program participants. We further acknowledge the Organization is working with volunteers at the
subrecipient sites which causes additional challenges for training and mentoring. We recommend that
management continue to train, mentor and implement consequences for subrecipients whom do not provide
information requested and/or retain supporting documentation to demonstrate program compliance. In addition,
we suggest revising procedures over the review of participant applications to ensure that adequate supporting
documentation is retained to substantiate the Organization’s performance of monitoring activities.

View of Responsible Officials: Management is in agreement.
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Feeding South Dakota is an affiliate of Feeding America

SOUTH DAKOTA feedingsouthdakota.org

Summary Schedule of Prior Audit Findings

Financial Statement Findings

None reported.

Federal Award Findings

Finding: 2016-001

Federal Agency Name: Passed-through South Dakota Department of Education
Program Name: Food Distribution Cluster

CFDA #:10.565, 10.569

Initial Fiscal Year Finding Occurred: 2015

Finding Summary: Based on a sample test of subrecipients, in three instances the subrecipient was not verified as
not being suspended or debarred. In 2016, Feeding South Dakota revised the subaward agreement and site
monitoring checklist to include certification that the subrecipient was not suspended or debarred. For the three
instances sited that were out of compliance, an old agreement form was used instead of the updated form.

Status: Corrective action was taken. Management is thoroughly reviewing the subrecipient files to ensure that all
have been verified as not being suspended or debarred. An exclusion check is also being done on SAM.gov.

Finding: 2016-002

Federal Agency Name: Passed-through South Dakota Department of Education
Program Name: Food Distribution Cluster

CFDA #:10.565, 10.569

Initial Fiscal Year Finding Occurred: 2016

Finding Summary: Under 2 CFR 200.331, Feeding South Dakota is required to clearly identify elements of the
federal subaward to the subrecipient. Our subaward agreements did not include all of these required elements,

specifically the period of performance start and end date.

Status: Corrective action was taken. All required subaward elements are now on Feeding South Dakota’s
subrecipient agreements, which are updated annually.
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Feeding South Dakota is an affiliate of Feeding America

SOUTH DAKOTA feedingsouthdakota.org

Corrective Action Plan

Federal Award Findings

Finding: 2017-001

Federal Agency Name. Passed-through South Dakota Department of Education
Program Name: Food Distribution Cluster

CFDA #: 10.565,10.569

Finding Summary: Finding 2017-001 pertained to subrecipient monitoring. For one of the subrecipients selected
for testing, Feeding South Dakota was unable to provide an exact participant listing as to who received a senior
food box for one specific month. The participant listing provided to Feeding South Dakota by the subrecipient
showed more participant names than the number of boxes received. In addition, Feeding South Dakota did not
retain sufficient documentation to support the review of participant eligibility. Subrecipient monitoring visits are
conducted at least annually by Feeding South Dakota. During the monitoring visit, participant applications are
reviewed for completeness and accuracy in order to ensure eligibility. Although noted as being done on the site
review checklist, copies of the actual participant applications were not retained.

Responsible Individuals: Russ Hofeldt, Diane Briest, Dan McGinnis, and Lynn Maixner

Corrective Action Plan: Participant lists received each month from subrecipients will be verified with the number
of senior food boxes received by each agency to ensure complete and accurate lists. Feeding South Dakota will
continue to train, mentor and implement consequences for subrecipients who do not provide information
requested and/or retain supporting documentation. When subrecipient monitoring visits are conducted, Feeding
South Dakota personnel will scan the reviewed participant applications into a secure file to retain confidentiality
of the information, while providing evidence of the application review.

Anticipated Completion Date: 10/31/17
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