Department of Transportation
Division of Secretariat

Office of Air, Rail & Transit
700 East Broadway Avenue

Pierre, South Dakota 57501-2586
OFFICE: 605/773-3574

FAX: 605/773-2804

Connecting South Dakota and the Nation

November 14, 2019

Prairie Hills Transit

Barb Cline

2015 Tumble Weed Trail
Spearfish, SD 57783

Dear Barb,

The South Dakota Department of Transportation (SDDOT) has received a copy of your September 30, 2018
audit report which included audit findings pertinent to funds administered through SDDOT’s Transit Program.
OMB Uniform Guidance 2 CFR §200.521 requires that a management decision is issued within six months of
acceptance of the of the audit report by the Federal Audit Clearinghouse. The findings are the exact findings
from the prior year and are either resolved or currently being addressed.

Finding: 2018-001 Internal Control over Financial Reporting; Drafting the Financial Statements and

Related Notes

Prairie Hills Transit corrective action plan indicates: Management chooses to accept the risk associated
with the auditor drafting the financial statements, as it is not feasible or financially prudent to engage a
third-party accountant.

Management Decision: SDDOT acknowledges changes in procedures for monthly and year-end reviews that
will help mitigate the risk.

Finding: 2018-002 Internal Control over Financial Reporting; Lack of Monthly and Year-end

Reconciliation

Prairie Hills Transit corrective action plan indicates: Management has implemented a check and

balances process with the Executive Director reviewing, dating, and initialing monthly and year-end
reconciliations and any necessary entries that were made.

Management Decision: SDDOT agrees with Prairie Hills Transit’s change in procedures for reconciliations and
entries.

Finding: 2018-003 Internal Control over Financial Reporting; Lack of Segregation of Duties

Prairie Hills Transit corrective action plan indicates: Prairie Hills Transit has made significant

procedural changes in internal control including how deposits are completed, journal entries are

recorded, and payroll accrual is documented.

Management Decision: SDDOT accepts Prairie Hills Transit’s procedural changes in assigning responsibilities to
ensure accounting and custody of assets are segregated.

Finding: 2018-004 Internal Control over Compliance; Lack of Proper Tracking of Inventory



Prairie Hills Transit corrective action plan indicates: While the data is readily available, Prairie Hills

Transit will record additional information based on the recommendation for their tracking mechanism

to fulfill the Auditor’s request.

Management Decision: SDDOT agrees that Prairie Hills Transit is meeting the single auditor’s request. Because
the Federal Transit Administration requires any facility and equipment related assets to be tracked, SDDOT has
provided access for PHT to asset tracking software.

Finding: 2018-005 Internal Control over Compliance, and Noncompliance; Drafting the Financial

Statements and Related Notes

Prairie Hills Transit corrective action plan indicates: Management chooses to accept the risk associated
with the auditor drafting the financial statements, as it is not feasible or financially prudent to engage a
third-party accountant.

Management Decision: SDDOT acknowledges changes in procedures for monthly and year-end reviews that
will help mitigate the risk.

Finding: 2018-006 Internal Control over Compliance; Lack of Review of Federal Award Processes

Prairie Hills Transit corrective action plan indicates: Prairie Hills Transit has developed a system of
adequate checks and balances plus a more diligent review of payroll, timesheets, ACH deposits, and HR
payroll changes. Reviewing, dating, and initialing by senior staff show reviews are being performed
routinely.

Management Decision: SDDOT agrees that Prairie Hills Transit has taken the steps to implement checks and
balances to comply with internal control processes.

Finding: 2018-007 Internal Control over Compliance; Lack of Support for Payroll Allocations

Prairie Hills Transit corrective action plan indicates: Prairie Hills Transit developed a process within

their timesheets to document actual hours worked.

Management Decision: SDDOT agrees with Prairie Hills Transit’s change in documentation to record actual
hours.

Progress reports on all findings will be required quarterly (FTA C 5010.1E) for the next year or until the next
audit, whichever occurs first. Jana Uhrig with SDDOT’s Audits team will request your quarterly progress report
via email. If you have any questions regarding the progress report, please call Jana at (605) 773-4312 or email
Jana at Jana.Uhrig@state.sd.us.

If you are dissatisfied with this management decision letter and/or the required follow up action, you may
appeal this letter. Your appeal must be submitted to Jack Dokken, Program Manager within 60 days of the date
of this letter. Your appeal must be written and submitted via email or letter and must provide reasons and
supporting information as to why the determination listed in this letter is incorrect. The appeal should clearly
identify the determination(s) that you are appealing. Upon receipt of your appeal, SDDOT will decide to affirm
the original determination or vary the management decision letter within 30 days of receipt of the appeal.

Sincerely,

Jack Dokken Chris Ott

Air, Rail and Transit Program Manager Audits Program Manager
CC: Lisa Donner, Transit Transportation Specialist

Jana Uhrig, SDDOT Audits
Jan Talley, SDDOT Finance
Samantha Dewell, Dept. of Human Services Program Specialist
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MARTIN L. GUINDON, CPA
AUDITOR GENERAL

Date: June 12, 2019

To: SD Department of Transportation
SD State Board of Internal Control

Re: Audit Report on — West River Transit Authority, Inc.
dba Prairie Hills Transit
As of and for the year ended September 30, 2018
By: Casey Peterson, Ltd., 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:

1. 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.

2. Ensure that the subrecipient takes timely and appropriate corrective action when the
audit report discloses instances of noncompliance with federal laws and regulations.

3. 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 audit findings pertaining to federal award programs administered by
your agency/department that are required to be reported in accordance with OMB Uniform
Guidance, §200.516(a). See pages 9-12. 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

MLG:sld
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CASEY © PETERSON

Leading the Way.

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

Board of Directors
West River Transit Authority, Inc. dba Prairie Hills Transit
Spearfish, South Dakota

We have audited, in accordance with the 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 West River Transit
Authority, Inc. dba Prairie Hills Transit (a nonprofit organization), which comprise the statements of
financial position as of September 30, 2018, 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 April 4, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered West River Transit
Authority, Inc. dba Prairie Hills Transit'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 West River Transit Authority, Inc. dba Prairie Hills Transit’s internal control. Accordingly,
we do not express an opinion on the effectiveness of West River Transit Authority, Inc. dba Prairie Hills
Transit’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that have
not been identified. However, as described in the accompanying Schedule of Findings and Questioned
Costs, we identified certain deficiencies in internal control that we consider to be material weaknesses
and significant deficiencies.

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. We consider the deficiencies described in the accompanying Schedule of Findings and
Questioned Costs as items 2018-001 and 2018-003 to be material weaknesses.

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. We consider the deficiency described in the accompanying Schedule of Findings and
Questioned Costs as item 2018-002 to be a significant deficiency.

909 5t Joseph Street, Suite 101 | Rapid City, SD 57701 | 605.3481930
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether West River Transit Authority, Inc. dba Prairie
Hills Transit'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 an instance of
noncompliance or other matter that is required to be reported under Government Auditing Standards and
which is described in the accompanying Schedule of Findings and Questioned Costs as item 2018-005.

West River Transit Authority, Inc. dba Prairie Hills Transit's Response to Findings

West River Transit Authority, Inc. dba Prairie Hills Transit’'s response to the findings identified in our audit
is described in the accompanying Schedule of Findings and Questioned Costs. West River Transit
Authority, Inc. dba Prairie Hills Transit’s response was not subjected to the auditing procedures applied
in the audit of the financial statements and, accordingly, we express no opinion on it.

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 Organization’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 Organization’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

% Pg:é;w) L.

Casey Peterson, Ltd.

Rapid City, South Dakota
April 4, 2019
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Leading the Way.

Independent Auditor’'s Report on Compliance
for the Major Program and on Internal Control Over
Compliance Required by the Uniform Guidance

Board of Directors
West River Transit Authority, Inc. dba Prairie Hills Transit
Spearfish, South Dakota

Report on Compliance for the Major Federal Program

We have audited West River Transit Authority, Inc. dba Prairie Hills Transit's compliance with the types
of compliance requirements described in the OMB Compliance Supplement that could have a direct and
material effect on West River Transit Authority, Inc. dba Prairie Hills Transit's major federal program for
the year ended September 30, 2018. West River Transit Authority, Inc. dba Prairie Hills Transit'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 compliance for West River Transit Authority, Inc. dba Prairie
Hills Transit'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 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 West River Transit Authority, Inc. dba Prairie Hills Transit'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 the major federal
program. However, our audit does not provide a legal determination of West River Transit Authority, Inc.
dba Prairie Hills Transit's compliance.

Opinion on the Major Federal Program

In our opinion, West River Transit Authority, Inc. dba Prairie Hills Transit complied, in all material respects,
with the types of compliance requirements referred to above that could have a direct and material effect
on its major federal program for the year ended September 30, 2018.

©
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Other Matters

The results of our auditing procedures disclosed an instance of nhoncompliance, which is required to be
reported in accordance with the Uniform Guidance and which is described in the accompanying Schedule
of Findings and Questioned Costs as item 2018-005. Our opinion on the major federal program is not
modified with respect to this matter.

West River Transit Authority, Inc. dba Prairie Hills Transit's response to the noncompliance finding
identified in our audit is described in the accompanying Schedule of Findings and Questioned Costs.
West River Transit Authority, Inc. dba Prairie Hills Transit’'s response was not subjected to the auditing
procedures applied in the audit of compliance and, accordingly, we express no opinion on the response.

Report on Internal Control Over Compliance

Management of West River Transit Authority, Inc. dba Prairie Hills Transit is responsible for establishing
and maintaining effective internal control over compliance with the types of compliance requirements
referred to above. In planning and performing our audit of compliance, we considered West River Transit
Authority, Inc. dba Prairie Hills Transit’s internal control over compliance with the types of requirements
that could have a direct and material effect on the major federal program to determine the auditing
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for the 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 West River Transit Authority, Inc. dba Prairie Hills Transit's internal control over
compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. However, as discussed below,
we did identify certain deficiencies in internal control over compliance that we consider to be material
weaknesses and significant deficiencies.

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 type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis. We consider the deficiencies in internal
control over compliance described in the accompanying Schedule of Findings and Questioned Costs as
items 2018-005, 2018-006, and 2018-007 to be material weaknesses.

A 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. We consider the deficiency in internal
control over compliance described in the accompanying Schedule of Findings and Questioned Costs as
item 2018-004 to be a significant deficiency.



West River Transit Authority, Inc. dba Prairie Hills Transit's response to the internal control over
compliance findings identified in our audit is described in the accompanying Schedule of Findings and
Questioned Costs. West River Transit Authority, Inc. dba Prairie Hills Transit's response was nhot
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.

é”’% PM) L7D.

Casey Peterson, Ltd.

Rapid City, South Dakota
April 4, 2019






West River Transit Authority, Inc. dba Prairie Hills Transit
Schedule of Findings and Questioned Costs
September 30, 2018

SUMMARY OF INDEPENDENT AUDITOR’'S RESULTS

a.

The Independent Auditor's Report expresses an unmodified opinion on the financial statements of
West River Transit Authority, Inc. dba Prairie Hills Transit.

Material weaknesses and a significant deficiency related to the audit of the financial statements were
reported in the Independent Auditor's Report on Internal Control over Financial Reporting and on
Compliance with Other Matters Based on an Audit of Financial Statements Performed in Accordance
with Government Auditing Standards.

An instance of noncompliance material to the financial statements of the Organization, which is
required to be reported in accordance with Government Auditing Standards, was noted during the
audit.

Instances of noncompliance, material weaknesses, and a significant deficiency in internal control over
compliance related to the major federal program were reported in the Independent Auditor's Report
on Compliance for Each Major Program and Internal Control Over Compliance in Accordance with
the Uniform Guidance.

The independent auditor’s report on compliance for the major federal award program of West River
Transit Authority, Inc. dba Prairie Hills Transit expresses an unmodified opinion on the major federal
program.

Findings required to be reported in accordance with 2 CFR section 200.516(a) are reported in this
schedule.

The Organization’s major program for the year ended September 30, 2018 was:
Formula Grants for Rural Areas CFDA #20.509

The dollar threshold used to distinguish between Type A and Type B federal award programs was
$750,000.

West River Transit Authority, Inc. dba Prairie Hills Transit did not qualify as a low-risk auditee.

FINDINGS - FINANCIAL STATEMENTS AUDIT

Material Weakness
Internal Control Over Financial Reporting
Drafting the Financial Statements and Related Notes

2018-001 Condition: The Organization lacks the ability to prepare financial statements and related

notes. The Organization requests its auditor to draft the year-end financial statements and
related notes.

Criteria: Establishing internal controls over preparation of the financial statements and drafting
the financial statements are the responsibility of management. The Organization should have
a system of internal control in place related to the preparation of the financial statements. In
addition, the Uniform Guidance requires the auditee to prepare appropriate financial
statements in accordance with Section 200.510.

Cause: The Organization does not have a system of internal control in place to prepare the
financial statements, which is common for an organization of this size due to the limited
number of staff.

Effect: The Organization engages its auditor to draft the financial statements and related
notes. There is a risk that errors may occur and not be detected.

7



West River Transit Authority, Inc. dba Prairie Hills Transit
Schedule of Findings and Questioned Costs
September 30, 2018

Repeat of Prior Finding: This finding was reported as 2017-001 in the prior year.

Auditor's Recommendation: It is the responsibility of management and those charged with
governance to make the decision whether to accept the degree of risk associated with the
Organization’s auditor drafting the financial statements because of cost or other
considerations. If the Organization chooses not to accept this risk, a third-party accountant
should be engaged to prepare the draft financial statements and related notes.

View of Management: Management agrees with the finding. A response can be found in the
Corrective Action Plan.

Significant Deficiency
Internal Control Over Financial Reporting
Lack of Monthly and Year-end Reconciliation

2018-002 Condition: The Organization lacks an appropriate system of internal control to ensure monthly
and year-end reconciliations are properly performed as part of their monthly and year-end
closing process and that those reconciliations have proper oversight and review. In addition,
journal entries and reconciliations are not reviewed by a staff member capable of identifying
errors in the journal entries or reconciliations.

Criteria: Year-end financial statements should be presented on the full accrual basis in
accordance with generally accepted accounting principles. Closing entries and reconciliations
should be performed by the accountant and reviewed and approved by a member of
management or the Board capable of identifying errors. Performing an adequate closing
process at month-end and year-end results in accurate financial reporting in accordance with
generally accepted accounting principles.

Cause: The Organization is not properly performing all of the necessary month-end and year-
end entries and reconciliations to present the financial statements on the full accrual basis.
Adjustments resulting from audit procedures were necessary in the areas of property and
equipment and net assets.

Effect: There were corrections identified by the auditor to amounts presented within the
financial statements of the Organization for reporting on the full accrual basis in accordance
with generally accepted accounting principles.

Repeat of Prior Finding: This finding was reported as 2017-002 as a material weakness in the
prior year.

Auditor's Recommendation: We recommend management develop a system of internal
control to ensure month-end and year-end entries and reconciliations are properly performed.
We suggest comparing prior year and current year balances to ensure reasonableness and
obtaining all necessary support to perform reconciliations. In addition, we recommend a staff
member or Board member capable of identifying errors in journal entries and reconciliations
review the journal entries and reconciliations monthly.

View of Management: Management agrees with the finding. A response can be found in the
Corrective Action Plan.



West River Transit Authority, Inc. dba Prairie Hills Transit
Schedule of Findings and Questioned Costs
September 30, 2018

Material Weakness
Internal Control Over Financial Reporting
Lack of Segregation of Duties

2018-003 Condition: There is a lack of segregation of duties and monitoring related to various
accounting functions. Staff are performing incompatible functions with little oversight or
review.

Criteria: Duties should be properly segregated between staff to ensure custody of assets and
accounting for assets are not performed by the same person.

Cause: This condition exists due to the small staff size within the finance function of the
Organization. These issues are common in an organization of this size.

Effect: The Finance Director performs closing entries and reconciliations with limited
oversight. The possibility of fraud or errors occurring and not being detected or corrected is
present.

Repeat of Prior Finding: This finding was reported as 2017-003 in the prior year.

Auditor's Recommendation: We recommend management assign responsibilities to staff to
ensure accounting and custody of assets are segregated. We recommend periodically during
the year the Finance Director review all account balances to ensure all adjustments are
properly posted and balances agree to the necessary support. In addition, management
should improve the process for oversight of reconciliations and journal entries to ensure those
items are reviewed and approved by qualified personnel.

View of Management: Management agrees with the finding. A response can be found in the
Corrective Action Plan.

FINDINGS - MAJOR FEDERAL PROGRAM

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Significant Deficiency
Internal Control Over Compliance
Lack of Proper Tracking of Inventory

2018-004 Condition: The Organization’s system for tracking inventory and equipment purchased with
federal funds is lacking specific criteria required by the Department of Transportation Federal
Transit Administration and the Uniform Guidance.



West River Transit Authority, Inc. dba Prairie Hills Transit
Schedule of Findings and Questioned Costs
September 30, 2018

Criteria: Inventory and equipment items purchased with federal award funds should be tracked
based on the requirements of the Uniform Guidance and the Department of Transportation.
The Asset Management Guide issued by the Federal Transit Administration and 2 CFR Part
200.313(d) require specific elements to be maintained in property records. 2 CFR Part
200.313(d) states that property records must be maintained which include a description of the
property, a serial number or other identification number, the source of funding for the property
(including the FAIN), who holds title, the acquisition date, cost of the property, percentage of
Federal participation in the project costs for the Federal award under which the property was
acquired, the location, use and condition of the property, and any ultimate disposition data
including the date of disposal and sale price of the property. We noted that the Organization’s
property records were specifically lacking the source of funding and program/award
identification, the acquisition date, the cost of the asset, percentage of federal participation in
cost, and disposition data, such as disposal date, sale price, and method used to determine
the fair value.

Cause: The Organization is tracking items purchased with federal funds. However, specific
elements are not included in the Organization’s internal tracking mechanism.

Effect: The Organization is not able to identify which federal award program was used to
purchase inventory items. As a result, there is a risk that the Organization may not follow all
appropriate requirements related to disposing of items purchased with federal funds.

Repeat of Prior Finding: This finding was reported as 2017-004 in the prior year.

Auditor's Recommendation: We recommend management review their mechanism for
tracking all property purchased with federal funds to ensure all required elements are included.

View of Management: Management disagrees with the finding. A response can be found in
the Corrective Action Plan.

Auditor's Evaluation of Management’s Response: Management's response within the
Corrective Action Plan states the missing information can be found within the grant files. While
we understand the Organization keeps copies of all grants and purchase information for
vehicles purchased with federal funds in files, the finding is reported due to management not
maintaining the inventory listing in the federally-mandated format. Further, this information is
not readily available and would require pulling numerous contracts from prior years to compile
the necessary information to identify the source of funding, percentage of federal participation
in cost, and disposition information. Organizations are required to follow the disposition
instructions of the federal awarding agency when required by the terms and conditions of the
federal award. The Organization does not have adequate records to readily identify assets
purchased with federal funds and the grants with which they were purchased. Accordingly,
the Organization cannot ensure appropriate disposition methods are followed without looking
through grant files. It is likely most assets are purchased with funds from the same federal
awarding agency. However, the inventory listing does not provide such documentation. All
prior grant agreements would need to be reviewed, and purchase information, such as asset
identification numbers, would need to be compared to the listing and identified in order to
make a determination.
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West River Transit Authority, Inc. dba Prairie Hills Transit
Schedule of Findings and Questioned Costs
September 30, 2018

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Material Weakness
Internal Control Over Compliance and Noncompliance
Drafting the Financial Statements and Related Notes

2018-005 See Finding 2018-001 for a description of the condition, criteria, cause, effect, auditor's

recommendation, and view of management.
Repeat of Prior Finding: This finding was reported as 2017-005 in the prior year.

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Material Weakness
Internal Control Over Compliance
Lack of Review of Federal Award Processes

2018-006 Condition: There is a lack of review of the accounting processes involved in the federal awards

processes, including review of payroll allocations, match requirements, and cash
management procedures.

Criteria: The Uniform Guidance 2 CFR 200.303 requires auditees to establish and maintain
effective internal control over federal awards that provides reasonable assurance that the
awards are being managed in compliance with the federal statutes, regulations, and the terms
and conditions of the federal award. The Organization should have a system of internal control
in place to provide reasonable assurance that expenses charged to programs, expenses
requested for reimbursement, expenses reported as matching funds, and other information
reported to the oversight agency are accurate. The Organization should assign an individual
capable of reviewing federal award accounting processes review all processes relating to
federal awards.

Cause: This condition exists due to the small staff size within the finance function of the
Organization. These issues are common in an organization of this size.

Effect: The Finance Director performs federal award processes with limited oversight. The
possibility of fraud, errors, or noncompliance occurring and not being detected or corrected is
present.

Repeat of Prior Finding: This finding was reported as 2017-006 in the prior year.

Auditor's Recommendation: We recommend management assign responsibility to review
federal award accounting processes to an individual capable of reviewing the processes and
identifying instances or errors or noncompliance. The Organization should maintain
supporting documentation of these reviews, including signature and date of review.

View of Management: Management agrees with the finding. A response can be found in the
Corrective Action Plan.

11



West River Transit Authority, Inc. dba Prairie Hills Transit
Schedule of Findings and Questioned Costs
September 30, 2018

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Material Weakness
Internal Control Over Compliance
Lack of Support for Payroll Allocations

2018-007 Condition: The Organization does not have an adequate system of internal control to ensure
wages charged to federal grants are consistent with the actual employee effort.

Criteria: Per section (8)(i)(1) of § 200.430 of Uniform Guidance, changes to allocations should
be evaluated when there are significant changes to work activity and estimated amounts
should be adjusted based on actual time worked in each program at least annually.
Documentation of personnel expenses must reflect the total activity for which each employee
was compensated and include both federally-assisted and all other non-federally assisted
activities.

Cause: During the year, allocations used were based on an outdated time study or no
allocation was made at all, timesheets did not contain appropriate detail to identify federal
award programs to which wages should be allocated, and timesheets did not represent the
total hours worked by each employee.

Effect: Allocations of payroll expenses to federal award programs may not accurately reflect
actual time spent on federal program activities. We believe any difference between amounts
charged and actual time spent would not be material to the program. However, the
Organization does not have adequate records available to determine this difference.

Repeat of Prior Finding: This finding was reported as 2017-007 in the prior year.

Auditor's Recommendation: We recommend management develop a mechanism for tracking
personnel expenses charged to each federal award program. Documentation should be based
on actual work performed and should include all activities performed by employees.

View of Management: Management agrees with the finding. A response can be found in the
Corrective Action Plan.
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Pralrie Holls 2015 Tumble Weed Trail, Spearfish, SD 57783
Pt 1 Office (605) 642-6668 Fax (605) 642-6434

TRANSIT www.prairiehillstransit.org

PRIOR AUDIT FINDINGS AND QUESTIONED COSTS

FINDINGS - FINANCIAL STATEMENT AUDIT

Material Weakness
Internal Control Over Financial Reporting
Drafting the Financial Statements and Related Notes

2017-001 Condition: The Organization lacks the ability to prepare financial statements and related
notes. The Organization requests its auditor to draft the year-end financial statements and
related notes.

Criteria: Establishing internal controls over preparation of the financial statements and drafting
the financial statements are the responsibility of management. The Organization should have
a system of internal control in place related to oversight and review of preparation of the
financial statements. In addition, the Uniform Guidance requires the auditee to prepare
appropriate financial statements in accordance with Section 200.510.

Auditor's Recommendation: It is the responsibility of management and those charged with
governance to make the decision whether to accept the degree of risk associated with the
Organization’s auditor drafting the financial statements because of cost or other
considerations. If the Organization chooses not to accept this risk, a third-party accountant
should be engaged to prepare the draft financial statements and related notes.

Current Status: This finding is reported as 2018-001 in the current year.

Material Weakness
Internal Control Over Financial Reporting
Lack of Monthly and Year-end Reconciliation

2017-002 Condition: The Organization lacks an appropriate system of internal control to ensure monthly
and year-end reconciliations are properly performed as part of their monthly and year-end
closing process and that those reconciliations have proper oversight and review. In addition,
journal entries and reconciliations are not reviewed by a staff member capable of identifying
errors in the journal entries or reconciliations.

Criteria: Monthly and year-end financial statements should be presented on the full accrual
basis in accordance with generally accepted accounting principles. Closing entries and
reconciliations should be performed by the accountant and reviewed and approved by a
member of management or the Board capable of identifying errors. Performing an adequate
closing process at month-end and year-end results in accurate financial reporting in
accordance with generally accepted accounting principles.

United (&
et . Way R =7
Prairie Hills Transit is an Equal Opportunity Employer Member Agency of | i Tk S
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Pralrie Holls 2015 Tumble Weed Trail, Spearfish, SD 57783
Pt 1 Office (605) 642-6668 Fax (605) 642-6434

TRANSIT www.prairiehillstransit.org

PRIOR AUDIT FINDINGS AND QUESTIONED COSTS (CONTINUED)

Auditor's Recommendation: We recommend management develop a system of internal
control to ensure month-end and year-end entries and reconciliations are properly performed.
We suggest comparing prior year and current year balances to ensure reasonableness and
obtaining all necessary support to perform reconciliations. In addition, we recommend a staff
member or Board member capable of identifying errors in journal entries and reconciliations
review the journal entries and reconciliations monthly.

Current Status: This finding is reported as a significant deficiency in the current year as 2018-
002.

Material Weakness
Internal Control Over Financial Reporting
Lack of Segregation of Duties

2017-003 Condition: There is a lack of segregation of duties and monitoring related to various
accounting functions. Staff are performing incompatible functions with little oversight or
review.

Criteria: Duties should be properly segregated between staff to ensure custody of assets and
accounting for assets are not performed by the same person. Reconciliations should be
performed timely and they should be documented. In addition, qualified personnel should
review all reconciliations and journal entries and related supporting documents.

Auditor's Recommendation: We recommend management assign responsibilities to staff to
ensure accounting and custody of assets are segregated. We recommend periodically during
the year the Finance Director review all account balances to ensure all adjustments are
properly posted and balances agree to the necessary support. In addition, management
should improve the process for oversight of reconciliations and journal entries to ensure those
items are reviewed and approved by qualified personnel.

Current Status: This finding is reported as 2018-003 in the current year.
FINDINGS - MAJOR FEDERAL AWARD PROGRAMS

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Significant Deficiency
Internal Control Over Compliance
Lack of Proper Tracking of Inventory

2017-004 Condition: The Organization’s system for tracking inventory and equipment purchased with
federal funds is lacking specific criteria required by the Department of Transportation Federal
Transit Administration and the Uniform Guidance.

United v

e : Way R>7
Prairie Hills Transit is an Equal Opportunity Employer Member Agency of United Way “._, Blac s
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Pralrie Holls 2015 Tumble Weed Trail, Spearfish, SD 57783
Pt 1 Office (605) 642-6668 Fax (605) 642-6434

TRANSIT www.prairiehillstransit.org

PRIOR AUDIT FINDINGS AND QUESTIONED COSTS (CONTINUED)

Criteria: Inventory and equipment items purchased with federal award funds should be tracked
based on the requirements of the Uniform Guidance and the Department of Transportation.
The Asset Management Guide issued by the Federal Transit Administration and 2 CFR Part
200.313(d) require specific elements to be maintained in property records. 2 CFR Part
200.313(d) states that property records must be maintained that include a description of the
property, a serial number or other identification number, the source of funding for the property
(including the FAIN), who holds title, the acquisition date, cost of the property, percentage of
Federal participation in the project costs for the Federal award under which the property was
acquired, the location, use and condition of the property, and any ultimate disposition data
including the date of disposal and sale price of the property. We noted that the Organization’s
property records were specifically lacking the source of funding and program/award
identification, percentage of federal participation in cost, and disposition data, such as
disposal date, sale price, and method used to determine the fair value.

Auditor's Recommendation: We recommend management review their mechanism for
tracking all property purchased with federal funds to ensure all required elements are included.

Current Status: This finding is reported as 2018-004 in the current year.

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Material Weakness
Internal Control Over Compliance, and Noncompliance
Drafting the Financial Statements and Related Notes

2017-005 See Finding 2017-001 for a description of the condition, criteria, and auditor’'s
recommendation.

Current Status: This finding is reported as 2018-005 in the current year.

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Material Weakness
Internal Control Over Compliance
Lack of Review of Federal Award Processes

2017-006 Condition: There is a lack of review of the accounting processes involved in the federal awards
processes, including review of expense allocations, payroll allocations, match requirements,
and cash management procedures

United (&
et . Way R =7
Prairie Hills Transit is an Equal Opportunity Employer Member Agency of | i Tk S
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Pralrie Holls 2015 Tumble Weed Trail, Spearfish, SD 57783
Pt 1 Office (605) 642-6668 Fax (605) 642-6434

TRANSIT www.prairiehillstransit.org

PRIOR AUDIT FINDINGS AND QUESTIONED COSTS (CONTINUED)

Criteria: The Uniform Guidance 2 CFR 200.303 requires auditees to establish and maintain
effective internal control over federal awards that provides reasonable assurance that the
awards are being managed in compliance with the federal statutes, regulations, and the terms
and conditions of the federal award. The Organization should have a system of internal control
in place to provide reasonable assurance that expenses charged to programs, expenses
requested for reimbursement, expenses reported as matching funds, and other information
reported to the oversight agency are accurate. The Organization should assign an individual
capable of reviewing federal award accounting processes review all processes relating to
federal awards.

Auditor's Recommendation: We recommend management assign responsibility to review
federal award accounting processes to an individual capable of reviewing the processes and
identifying instances or errors or noncompliance. The Organization should maintain
supporting documentation of these reviews, including signature and date of review.

Current Status: This finding is reported as 2018-006 in the current year.

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Material Weakness
Internal Control Over Compliance
Lack of Support for Payroll Allocations

2017-007 Condition: The Organization does not have an adequate system of internal control to ensure
wages charged to federal grants are consistent with the actual employee effort.

Criteria: Per section (8)(i)(1) of § 200.430 of Uniform Guidance, changes to allocations should
be evaluated when there are significant changes to work activity and estimated amounts
should be adjusted based on actual time worked in each program at least annually.
Documentation of personnel expenses must reflect the total activity for which each employee
was compensated and include both federally-assisted and all other non-federally assisted
activities.

Auditor’'s Recommendation: We recommend management develop a mechanism for tracking
personnel expenses charged to each federal award program. Documentation should be based
on actual work performed and should include all activities performed by employees.

Current Status: This finding is reported as 2018-007 in the current year.

United (&
et . Way R =7
Prairie Hills Transit is an Equal Opportunity Employer Member Agency of | i Tk S

16



Pralrie Holls 2015 Tumble Weed Trail, Spearfish, SD 57783
Pt 1 Office (605) 642-6668 Fax (605) 642-6434

TRANSIT www.prairiehillstransit.org

CORRECTIVE ACTION PLAN (UNAUDITED)

West River Transit Authority, Inc. dba Prairie Hills Transit respectfully submits the following Corrective
Action Plan for the year ended September 30, 2018.

Name and address of independent accounting firm:

Casey Peterson, Ltd.
909 Saint Joseph Street, Ste 101
Rapid City, SD 57701

FINDINGS - FINANCIAL STATEMENTS AUDIT

Material Weakness
Internal Control Over Financial Reporting
Drafting the Financial Statements and Related Notes

2018-001 Condition: The Organization lacks the ability to prepare financial statements and related
notes. The Organization requests its auditor to draft the year-end financial statements and
related notes.

Criteria: Establishing internal controls over preparation of the financial statements and drafting
the financial statements are the responsibility of management. The Organization should have
a system of internal control in place related to oversight and review of preparation of the
financial statements. In addition, the Uniform Guidance requires the auditee to prepare
appropriate financial statements in accordance with Section 200.510.

Auditor's Recommendation: It is the responsibility of management and those charged with
governance to make the decision whether to accept the degree of risk associated with the
Organization’s auditor drafting the financial statements because of cost or other
considerations. If the Organization chooses not to accept this risk, a third-party accountant
should be engaged to prepare the draft financial statements and related notes.

Management's Response: Management chooses to accept this risk. Management does not
feel it is feasible or financially prudent to engage a third-party accountant. It is our opinion that
very little risk is involved.

Significant Deficiency
Internal Control Over Financial Reporting
Lack of Monthly and Year-end Reconciliation

2018-002 Condition: The Organization lacks an appropriate system of internal control to ensure monthly
and year-end reconciliations are properly performed as part of their monthly and year-end
closing process and that those reconciliations have proper oversight and review. In addition,
journal entries and reconciliations are not reviewed by a staff member capable of identifying
errors in the journal entries or reconciliations.

United v
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Pralrie Holls 2015 Tumble Weed Trail, Spearfish, SD 57783
Pt 1 Office (605) 642-6668 Fax (605) 642-6434

TRANSIT www.prairiehillstransit.org

CORRECTIVE ACTION PLAN (UNAUDITED) (CONTINUED)

Criteria: Year-end financial statements should be presented on the full accrual basis in
accordance with generally accepted accounting principles. Closing entries and reconciliations
should be performed by the accountant and reviewed and approved by a member of
management or the Board capable of identifying errors. Performing an adequate closing
process at month-end and year-end results in accurate financial reporting in accordance with
generally accepted accounting principles.

Auditor's Recommendation: We recommend management develop a system of internal
control to ensure month-end and year-end entries and reconciliations are properly performed.
We suggest comparing prior year and current year balances to ensure reasonableness and
obtaining all necessary support to perform reconciliations. In addition, we recommend a staff
member or Board member capable of identifying errors in journal entries and reconciliations
review the journal entries and reconciliations monthly.

Management's Response: We have implemented a checks and balances process with the
Executive Director reviewing, dating, and initialing monthly and year-end reconciliations and
any necessary entries that were made.

Material Weakness
Internal Control Over Financial Reporting
Lack of Segregation of Duties

2018-003 Condition: There is a lack of segregation of duties and monitoring related to various
accounting functions. Staff are performing incompatible functions with little oversight or
review.

Criteria: Duties should be properly segregated between staff to ensure custody of assets and
accounting for assets are not performed by the same person.

Auditor's Recommendation: We recommend management assign responsibilities to staff to
ensure accounting and custody of assets are segregated. We recommend periodically during
the year the Finance Director review all account balances to ensure all adjustments are
properly posted and balances agree to the necessary support. In addition, management
should improve the process for oversight of reconciliations and journal entries to ensure those
items are reviewed and approved by qualified personnel.

Management's Response: We believe this was due to the timing of the audit and the close
proximity of the last audit to the current audit. All deposits are completed with two staff and
deposited by a third. We feel that this was resolved for fiscal year 2019. PHT has recorded
journal entries for the PTO accrual and the payroll accrual that are documented bi-weekly as
needed. PHCCC has journal entries that are used to record transferred childcare expenses
into the due to/due from for PHT. Journal entries and reconciliations are reviewed, dated, and
initialed by the Executive Director.

C e . Wa
Prairie Hills Transit is an Equal Opportunity Employer Member Agency of Intes ity “._, Black tills
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Prairie Hills 2015 Tumble Weed Trail, Spearfish, SD 57783

Office (605) 642-6668 Fax (605) 642-6434

TRANSIT www.prairiehillstransit.org

CORRECTIVE ACTION PLAN (UNAUDITED) (CONTINUED)

FINDINGS - MAJOR FEDERAL PROGRAM

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Significant Deficiency
Internal Control Over Compliance
Lack of Proper Tracking of Inventory

2018-004 Condition: The Organization’s system for tracking inventory and equipment purchased with

Prairie Hills Transit is an Equal Opportunity Employer Member Agency of | T

federal funds is lacking specific criteria required by the Department of Transportation Federal
Transit Administration and the Uniform Guidance.

Criteria: Inventory and equipment items purchased with federal award funds should be tracked
based on the requirements of the Uniform Guidance and the Department of Transportation.
The Asset Management Guide issued by the Federal Transit Administration and 2 CFR Part
200.313(d) require specific elements to be maintained in property records. 2 CFR Part
200.313(d) states that property records must be maintained which include a description of the
property, a serial number or other identification number, the source of funding for the property
(including the FAIN), who holds title, the acquisition date, cost of the property, percentage of
Federal participation in the project costs for the Federal award under which the property was
acquired, the location, use and condition of the property, and any ultimate disposition data
including the date of disposal and sale price of the property. We noted that the Organization’s
property records were specifically lacking the source of funding and program/award
identification, percentage of federal participation in cost, and disposition data, such as
disposal date, sale price, and method used to determine the fair value.

Auditor's Recommendation: We recommend management review their mechanism for
tracking all property purchased with federal funds to ensure all required elements are included.

Management's Response: The Finance Manager will be able to add the columns requested
to identify the information requested by the auditor in the future. All items and the agreement
numbers are readily available in our files. DOT also completes an annual review of assets that
includes the agreement number, the DUNS number, unique entity identifier, FAIN, award date
and the amount of federal funds obligated. This also includes the CFDA number. Each of
these numbered agreements say the State will provide 80% of the funding. All elements are
available for review. All such information is monitored by the Department of Transportation.
The DOT has assured us there is a document that will provide this information. DOT is the
direct recipient of the Federal dollars and PHT is the sub-recipient.

United v
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Prairie Hills 2015 Tumble Weed Trail, Spearfish, SD 57783

Office (605) 642-6668 Fax (605) 642-6434

TRANSIT www.prairiehillstransit.org

CORRECTIVE ACTION PLAN (UNAUDITED) (CONTINUED)

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Material Weakness
Internal Control Over Compliance, and Noncompliance
Drafting the Financial Statements and Related Notes

2018-005 See Finding 2018-001 for a description of the condition, criteria, auditor's recommendation,

and management’s response.

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Material Weakness
Internal Control Over Compliance
Lack of Review of Federal Award Processes

2018-006 Condition: There is a lack of review of the accounting processes involved in the federal awards

Prairie Hills Transit is an Equal Opportunity Employer Member Agency of | T

processes, including review of payroll allocations, match requirements, and cash
management procedures.

Criteria: The Uniform Guidance 2 CFR 200.303 requires auditees to establish and maintain
effective internal control over federal awards that provides reasonable assurance that the
awards are being managed in compliance with the federal statutes, regulations, and the terms
and conditions of the federal award. The Organization should have a system of internal control
in place to provide reasonable assurance that expenses charged to programs, expenses
requested for reimbursement, expenses reported as matching funds, and other information
reported to the oversight agency are accurate. The Organization should assign an individual
capable of reviewing federal award accounting processes review all processes relating to
federal awards.

Auditor's Recommendation: We recommend management assign responsibility to review
federal award accounting processes to an individual capable of reviewing the processes and
identifying instances or errors or noncompliance. The Organization should maintain
supporting documentation of these reviews, including signature and date of review.

Management's Response: Management has spent considerable time developing,
maintaining, and supervising adequate checks and balances and has always striven to
strengthen our internal controls. Management continually evaluates processes and feels
improvements are still being made to address the audit issues that were identified.
Management appreciates the opportunity to strengthen internal controls and implement
procedures to mitigate any future risks or breakdowns in those controls. A more diligent review
of payroll, timesheets, ACH deposits, and HR payroll changes was implemented. Reviewing,
dating, and initialing by senior staff show reviews are being performed routinely.
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TRANSIT www.prairiehillstransit.org

CORRECTIVE ACTION PLAN (UNAUDITED) (CONTINUED)

U.S. Department of Transportation
Formula Grants for Rural Areas CFDA #20.509

Material Weakness
Internal Control Over Compliance
Lack of Support for Payroll Allocations

2018-007 Condition: The Organization does not have an adequate system of internal control to ensure
wages charged to federal grants are consistent with the actual employee effort.

Criteria: Per section (8)(i)(1) of § 200.430 of Uniform Guidance, changes to allocations should
be evaluated when there are significant changes to work activity and estimated amounts
should be adjusted based on actual time worked in each program at least annually.
Documentation of personnel expenses must reflect the total activity for which each employee
was compensated and include both federally-assisted and all other non-federally assisted
activities.

Auditor's Recommendation: We recommend management develop a mechanism for tracking
personnel expenses charged to each federal award program. Documentation should be based
on actual work performed and should include all activities performed by employees.

Management's Response: Per recommendations during the exit interview, a process has
been developed to document actual hours worked rather than using the previous allocation
method for payroll. Management understands the comment and feel we are able to place
actual hours onto timesheets. Having only PHT and PHCCC has simplified this process.

If there are any questions regarding this plan, please contact Barb Cline, Executive Director at (605) 642-
6668.

Sincerely,

Barb Cline, Executive Director
West River Transit Authority, Inc. dba Prairie Hills Transit

United v
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CASEY © PETERSON

Leading the Way.

Independent Auditor’s Report

Board of Directors
West River Transit Authority, Inc. dba Prairie Hills Transit
Spearfish, South Dakota

We have audited the accompanying financial statements of West River Transit Authority, Inc. dba Prairie
Hills Transit (a nonprofit organization), which comprise the statements of financial position as of
September 30, 2018 and 2017, 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 audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Accounting 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
Organization’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 Organization’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 West River Transit Authority, Inc. dba Prairie Hills Transit as of September 30, 2018

and 2017, and the changes in its net assets and its cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

909 5t Joseph Street, Suite 101 | Rapid City, SD 57701 | 605.3481930
612 S. Douglas Hwy | Gillette, WY 82716 | 307.682.4795




Other Matters
Other Information

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, as required by Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements of Federal Awards, is presented for purposes of additional analysis, and is not a required
part of the basic 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 basic
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic 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
basic financial statements as a whole.

The Corrective Action Plan has not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we do not express an opinion or provide any assurance on
it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 4, 2019
on our consideration of West River Transit Authority, Inc. dba Prairie Hills Transit’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and 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 on compliance and the results of that testing,
and not to provide an opinion on the effectiveness of the Organizations 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 consideration of West River Transit Authority, Inc. dba Prairie Hills
Transit’s internal control over financial reporting and compliance.

% PM) LTD.

Casey Peterson, Ltd.

Rapid City, South Dakota
April 4, 2019
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West River Transit Authority, Inc. dba Prairie Hills Transit
Statement of Financial Position
September 30, 2018 and 2017

2018 2017
ASSETS
Cash $ 1,128,464 $ 561,252
Accounts Receivable, Net 153,932 320,933
Inventory 5,269 5,500
Long-term Investments 747,143 740,454
Related-party Receivable - Long-term 10,000 10,000
Property and Equipment, Net 3,730,603 4,063,557
Judgment Receivable, Net 16,803 16,803
Patronage Dividends Receivable 9,202 8,790
Assets of the Discontinued Operation - 40,350
TOTAL ASSETS $ 5801416 $ 5,767,639
LIABILITIES AND NET ASSETS
Liabilities:
Accounts Payable $ 54,418 $ 22,073
Accrued Payroll Liabilities 42,688 48,433
Accrued Leave Payable 49,590 45,814
Liabilities of the Discontinued Operation - 30,542
Total Liabilities 146,696 146,862
Net Assets:
Unrestricted Net Assets 4,907,577 4,870,515
Board-designated Net Assets 747,143 740,454
Unrestricted Net Assets of the Discontinued Operation - 9,808
Total Net Assets 5,654,720 5,620,777
TOTAL LIABILITIES AND NET ASSETS $ 5,801,416 $ 5,767,639

The accompanying notes are an integral part of this statement.
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West River Transit Authority, Inc. dba Prairie Hills Transit
Statement of Activities
For the Years Ended September 30, 2018 and 2017

2018 2017
REVENUE, GAINS, AND OTHER SUPPORT
Grants $ 854,718 $ 1,084,555
Contracts and Fares 777,596 729,124
Child Care Tuition 219,455 211,077
Contributions 96,748 173,132
Miscellaneous Income 14,849 5,574
Investment Return 13,879 40,371
Administrative Services 12,000 -
Interest Income 2,935 1,848
Meal Donations 419 1,000
Rent 90 150
Gain on Sale of Property and Equipment 16,000 24,934
Total Revenue, Gains, and Other Support 2,008,689 2,271,765
EXPENSES
Program Services:
Transportation 1,291,263 1,396,803
Child Care 191,210 188,990
Supporting Services:
Management and General 482,465 435,755
Total Expenses 1,964,938 2,021,548
CHANGE IN UNRESTRICTED NET ASSETS
FROM CONTINUING OPERATIONS 43,751 250,217
DISCONTINUED OPERATIONS - LOSS FROM OPERATIONS
OF DISCONTINUED NUTRITION SERVICES (9,808) (9,216)
CHANGE IN UNRESTRICTED NET ASSETS 33,943 241,001
UNRESTRICTED NET ASSETS - BEGINNING 5,620,777 5,379,776
UNRESTRICTED NET ASSETS - ENDING $ 5,654,720 $ 5,620,777

The accompanying notes are an integral part of this statement.
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West River Transit Authority, Inc. dba Prairie Hills Transit
Statement of Functional Expenses
For the Year Ended September 30, 2018

Program Services

Transportation Child Care Total
Salaries $ 516,664 $ 140,069 $ 656,733
Depreciation and Amortization 335,840 4 455 340,295
Payroll Taxes and Benefits 88,625 15,485 104,110
Fuel 130,727 - 130,727
Insurance 87,608 2,173 89,781
Reimbursable Expenses 67,560 259 67,819
Utilities 22,474 5,900 28,374
Supplies 2,220 20,198 22,418
Professional Fees - - -
Computer Service 4,715 96 4,811
Repairs and Maintenance 15,317 25 15,342
Contract Services 4,791 - 4,791
Other Employee Costs 436 755 1,191
Bank Charges and Credit Card Fees - - -
Dues and Licenses 1,301 - 1,301
Advertising and Publications - - -
Travel - - -
Bad Debts 1,614 1,795 3,409
Miscellaneous 11,371 - 11,371
Total Expenses $ 1291263 $ 191,210 $ 1,482,473

The accompanying notes are an integral part of this statement.
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Supporting

Services
Management Total
and General Expenses
$ 319,774  $ 976,507
- 340,295
41,419 145,529
- 130,727
- 89,781
- 67,819
26,696 55,070
11,121 33,539
28,525 28,525
18,210 23,021
2,807 18,149
5,318 10,109
7,437 8,628
7,175 7,175
5,858 7,159
4,309 4,309
3,816 3,816
- 3,409
- 11,371

$ 482,465 $ 1,964,938

The accompanying notes are an integral part of this statement.
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West River Transit Authority, Inc. dba Prairie Hills Transit

Statement of Functional Expenses
For the Year Ended September 30, 2017

Salaries

Depreciation and Amortization
Payroll Taxes and Benefits
Fuel

Insurance

Supplies

Repairs and Maintenance
Reimbursable Expenses
Utilities

Professional Fees

Bad Debts

Computer Service

Contract Services

Travel

Dues and Licenses

Bank Charges and Credit Card Fees
Other Employee Costs
Advertising/Publications
Miscellaneous

Total Expenses

Program Services

Transportation Child Care Total
$ 521,270 $ 129,412 % 650,682
346,414 6,901 353,315
104,494 15,199 119,693
116,767 - 116,767
98,422 1,946 100,368
3,620 24,695 28,315
77,726 1,259 78,985
77,463 65 77,528
20,511 6,622 27,133
14,088 1,243 15,331
2,428 512 2,940
4,572 - 4,572
284 - 284
1,678 65 1,743
975 - 975
1,441 1,071 2,512
4,650 - 4,650
$ 139,803 $ 188,990 $ 1,585,793

The accompanying notes are an integral part of this statement.
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Supporting

Services
Management Total
and General Expenses
$ 294,879 $ 945,561
- 353,315
41,665 161,358
- 116,767
378 100,746
13,790 42,105
1,128 80,113
- 77,528
24,977 52,110
22,920 22,920
- 15,331
9,167 12,107
4,781 9,353
7,349 7,633
5,380 7,123
4,438 5,413
2,494 5,006
2,409 2,409
- 4,650

$ 435,755 $ 2,021,548

The accompanying notes are an integral part of this statement.
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West River Transit Authority, Inc. dba Prairie Hills Transit
Statements of Cash Flows
For the Years Ended September 30, 2018 and 2017

2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Continuing Operations:
Change in Net Assets 43,751 250,217
Adjustments to Reconcile Change in Net Assets to Net
Cash Provided by Operating Activities:
Depreciation 340,295 353,315
Capital Assets Purchased on Behalf of the Organization - (174,437)
Gain on Disposal of Property and Equipment (16,000) (24,934)
Investment Fees Paid Using Investment Funds 7,190 6,899
Gain on Investments (13,879) (40,371)
(Increase) Decrease in:
Accounts Receivable, Net 167,001 (102,839)
Judgment Receivable, Net - (16,803)
Inventory 231 50
Prepaid Expenses - 4,807
Patronage Dividends Receivable (412) (697)
Increase (Decrease) in:
Accounts Payable 32,345 (126,564)
Accrued Payroll Liabilities (5,745) 2,321
Accrued Leave Payable 3,776 393
Net Cash Provided by Continuing Operations 558,553 131,357
Discontinued Operations:
Change in Net Assets (9,808) (9,216)
Adjustments to Reconcile Change in Net Assets to Net
Cash Used by Discontinued Operations:
Loss on Disposal of Property and Equipment 2,730 -
(Increase) Decrease in:
Accounts Receivable, Net 10,591 (7,157)
Inventory 4,700 (3,324)
Increase (Decrease) in:
Accounts Payable (30,549) 21,723
Accrued Payroll Liabilities 7 -
Net Cash Provided (Used) by Discontinued Operations (22,329) 2,026
Net Cash Provided by Operating Activities 536,224 133,383

The accompanying notes are an integral part of this statement.
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CASH FLOWS FROM INVESTING ACTIVITIES
Continuing Operations:
Purchase of Property and Equipment
Proceeds from Sale of Property and Equipment
Receipt of Insurance Settlement on Vehicle
Purchase of Investments
Sale of Investments

Net Cash Provided (Used) by Continuing Operations

Discontinued Operations:
Purchase of Property and Equipment - Discontinued Operations

Net Cash Provided (Used) by Investing Activities
NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING
CASH AND CASH EQUIVALENTS - ENDING

CASH AND CASH EQUIVALENTS CONSISTS OF:
Cash from Continuing Operations
Cash from Discontinued Operations

SUPPLEMENTAL DISCLOSURE OF
CASH FLOW INFORMATION
Capital Assets Purchased on Behalf of the Organization

2018 2017
(8,793) (45,055)
17,452 10,500

- 14,667

- (130,730)

- 130,730

8,659 (19,888)
(1,452) (1,278)
7,207 (21,166)
543,431 112,217
585,033 472,816
1,128,464 585,033
1,128,464 561,252
- 23,781
1,128,464 585,033
- 174,437

The accompanying notes are an integral part of this statement.
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West River Transit Authority, Inc. dba Prairie Hills Transit
Note to the Financial Statements
September 30, 2018 and 2017

NOTE 1 - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

West River Transit Authority, Inc. dba Prairie Hills Transit (the Organization) provides rural and
specialized public transportation in western South Dakota. Approximately 87% and 80% of the
Organization’s revenues were derived from operations of the transportation program for the years ended
September 30, 2018 and 2017, respectively. Approximately 44% and 49% of its support came from
federal, state and local government agencies for the years ended September 30, 2018 and 2017,
respectively. The Organization also includes Prairie Hills Child Care Center which provides childcare
services for ages six weeks to twelve years in Spearfish, South Dakota. Through May 31, 2018, the
Organization also included the Sturgis Nutrition Program which provided meals to the elderly in Sturgis,
South Dakota.

Basis of Accounting

The financial statements of the Organization have been prepared on the accrual basis of accounting and
in accordance with accounting principles generally accepted in the United States of America.

Basis of Presentation

The Organization records resources for accounting and reporting purposes into three net asset
categories: unrestricted, temporarily restricted, and permanently restricted, based on the existence or
absence of donor-imposed restrictions. For the years ended September 30, 2018 and 2017 the
Organization had only unrestricted net assets.

Cash and Cash Equivalents

Cash equivalents consist of highly liquid investments with an initial maturity of three months or less. Cash
allocated to the investment portfolio as part of the Organization’s investment strategy is reported as
investments.

Accounts Receivable

Accounts receivable consist primarily of grant receivables from federal programs and program
receivables from childcare tuition. An allowance for uncollectible accounts receivable is estimated based
on potential collection problems identified by management. The allowance for doubtful accounts at
September 30, 2018 and 2017 was $13,460. Accounts receivable will be charged off as uncollectible
when management feels they have exhausted all reasonable collection efforts.

Judgment Receivable

During the year ended September 30, 2017, the Organization was awarded restitution from a former
employee by the Fourth Circuit Court of the South Dakota Unified Judicial System. The receivable related
to this judgment was $49,164 as of September 30, 2018 and 2017. An allowance for uncollectible
restitution is estimated based on potential collection problems identified by management. The allowance
for uncollectible restitution at September 30, 2018 and 2017 was $32,361.

Inventory
Inventory is stated at the lower of cost or market. The cost valuation method is first-in, first-out.
Income Taxes

Tax positions initially need to be recognized in the financial statements when it is more-likely-than-not
the position will be sustained upon examination by the taxing authorities.
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West River Transit Authority, Inc. dba Prairie Hills Transit
Note to the Financial Statements
September 30, 2018 and 2017

NOTE 1 - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

The Organization is exempt from federal income taxes under section 501(c)(3) of the Internal Revenue
Code and is not considered a private foundation. The Organization is not liable for income taxes if it
operates within the confines of its exempt status. However, the Organization may be responsible for taxes
on unrelated business activities. In the event of an examination of the income tax returns, the tax liability
of the Organization could be changed if taxing authorities make adjustments to the tax-exempt purpose
of the Organization or if taxing authorities determine activities are subject to unrelated business income.

As of September 30, 2018, the Organization had no uncertain tax positions that qualify for either
recognition or disclosure in the financial statements. The Organization’s income tax filings are subject to
audit by various taxing authorities. The Organization is no longer subject to federal and state income tax
examinations by taxing authorities for years before 2015. Management continually evaluates expiring
statutes of limitation, audits, proposed settlements, changes in tax law, and new authoritative rulings.
The Organization believes its estimates are appropriate based on current facts and circumstances.
Interest and penalties assessed by income taxing authorities, if any, are included in interest expense.

Investments

Investments are reported at fair value and are based primarily on quoted market prices or estimated fair
values in the Statement of Financial Position. Unrealized gains and losses are included in the change in
net assets in the accompanying Statement of Activities. Expenses relating to investment revenues,
including custodial fees and investment advisory fees, were $7,191 and $6,895 for the years ended
September 30, 2018 and 2017, respectively.

Property and Equipment

The Organization capitalizes all expenditures for property and equipment is excess of $1,000 and all
expenditures for repairs, maintenance, renewals, and betterments that materially prolong the useful lives
of assets. Purchased property and equipment are carried at cost. Donated property and equipment are
recorded as contributions or grant revenue at their estimated fair value at the date of the donation. Assets
donated with explicit restrictions regarding their use and contributions of cash that must be used to
acquire property and equipment are reported as restricted contributions. Absent donor stipulations
regarding how long those donated assets must be maintained, the Organization reports expirations of
donor restrictions when the donated or acquired assets are placed in service as instructed by the donor.
The Organization reclassifies temporarily restricted net assets to unrestricted net assets at that time.
Depreciation is calculated using the straight-line method over the estimated useful lives of the assets as
follows:

Buildings 40 years
Building Improvements 15 years
Equipment 3 -7 years

Patronage Dividends Receivable

Patronage dividends receivable represent equity allocated to the Organization by utility cooperatives.
Patronage dividends receivable are accounted for at cost plus allocated equities and retirements. The
cooperatives’ patronage savings and losses vary from year to year and interim information is not
available. Accordingly, patronage dividends are recognized upon declaration by the cooperatives and
allocation of savings or losses are recognized when notified by the cooperatives. Differences between
estimated and actual amounts are accounted for when known.
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West River Transit Authority, Inc. dba Prairie Hills Transit
Note to the Financial Statements
September 30, 2018 and 2017

NOTE 1 - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Board-designated Net Assets

Board-designated net assets consist of investments designated by the Board of Directors as an operating
fund and a contingency fund. The operating fund had a balance of $225,828 and $227,337 as of
September 30, 2018 and 2017, respectively. The contingency fund had a balance of $521,315 and
$513,117 as of September 30, 2018 and 2017, respectively.

Restricted and Unrestricted Revenue

Contributions that are restricted by the donor are reported 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 Statement of Activities as net assets released from restrictions.

Expense Allocation

The costs of providing various programs and other activities have been summarized on a functional basis
in the Statement of Activities and the Statement of Functional Expenses. Directly identifiable expenses
are charged to programs and supporting services. Expenses related to more than one function are
charged to programs and supporting services on the basis of periodic time and expense studies.
Management and general expenses include those expenses that are not directly identifiable with any
other specific function but provide for the overall support and direction of the Organization.

Advertising Costs

The Organization’s policy is to expense advertising costs as they are incurred. Advertising costs for the
years ended September 30, 2018 and 2017 were $4,309 and $2,409, respectively.

Liquidity
Assets and liabilities are presented in the order of liquidity in the Statement of Financial Position. Any
further restrictions are disclosed in the notes to the financial statements.

Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent matters at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting periods. Actual
results could differ from those estimates.
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West River Transit Authority, Inc. dba Prairie Hills Transit
Note to the Financial Statements
September 30, 2018 and 2017

NOTE 1 - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Recent Accounting Pronouncements

In May 2014, the FASB issued (ASU) 2014-09, Revenue from Contracts with Customers: Topic 606. This
ASU affects any entity that either enters into contracts with customers to transfer goods or services or
enters into contracts for the transfer of nonfinancial assets unless those contracts are within the scope of
other standards. This ASU will supersede the revenue recognition requirements in Topic 605, Revenue
Recognition, and most industry-specific guidance. The core principle of the guidance is that an entity
should recognize revenue to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. The amendments in this ASU are effective retrospectively for fiscal years beginning after
December 15, 2017. The Organization has not yet implemented this ASU and is in the process of
assessing the effect on the Organization’s financial statements.

In February 2016, the FASB issued (ASU) 2016-02, Leases. This ASU affects any entity that enters into
a lease, with some specified scope exemptions. The main difference between previous GAAP and this
ASU is the recognition of lease assets and lease liabilities by lessees for those leases classified as
operating leases under previous GAAP. Nonpublic business entities should apply the amendments for
fiscal years beginning after December 15, 2019. The Organization has not yet implemented this ASU and
is in the process of assessing the effect on the Organization’s financial statements.

In August 2016, the FASB issued (ASU) 2016-14, Not-for-Profit Entities: Topic 958. The amendments in
this update affect not-for-profit entities (NFP) and the users of their general purpose financial statements.
The amendments in this Update make certain improvements to the current net asset classification
requirements and the information presented in financial statements and notes about a NFP’s liquidity,
financial performance, and cash flows. The amendments in the ASU are effective for annual financial
statements issued for fiscal years beginning after December 15, 2017. The Organization has not yet
implemented this ASU and is in the process of assessing the effect on the Organization’s financial
statements.

In June 2018, the FASB issued (ASU) 2018-08, Not-for-Profit Entities: Topic 958. This ASU clarifies the
scope and accounting guidance for contributions received and contributions made. The amendments in
this update allow for entities to evaluate whether transactions should be accounted for as contributions
or exchange transactions (and subject to other guidance) or determining whether a contribution is
conditional. The amendments in the ASU are effective for annual financial statements for fiscal years
beginning after December 15, 2018. The Organization has not yet implemented this ASU and is in the
process of assessing the effect on the Organization’s financial statements.

Reclassification for the Presentation of Discontinued Operations

Effective June 1, 2018, the Organization discontinued operations of the Sturgis Nutrition Program. ASU
205-20-45 requires that all activities and balances of the discontinued operations be reclassified and
separately disclosed for all years presented. As such, the presentation of the financial statements have
been adjusted accordingly for the years ended September 30, 2018 and 2017.
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West River Transit Authority, Inc. dba Prairie Hills Transit
Note to the Financial Statements
September 30, 2018 and 2017

NOTE 2 - DESCRIPTION OF PROGRAM SERVICES AND SUPPORTING SERVICES

Transportation
The Organization provides rural and specialized public transportation in western South Dakota.

Childcare Services

The Organization provides childcare services for children six weeks to twelve years old residing in
Spearfish, South Dakota and the surrounding area.

Nutrition

The Organization provided nutritious meals to the elderly residents of Sturgis, South Dakota. The
Organization discontinued operations of this service as of June 1, 2018. See Note 9.

Management and General

Management and general expenses include the functions necessary to maintain the Organization’s
stated purpose and manage the fiscal responsibilities of the entity.

NOTE 3 - INVENTORIES
Inventories consisted of the following as of September 30:

2018 2017
Fleet Supplies $ 5269 $ 5,500
Nutrition Program Food - Reported as
Assets of Discontinued Operations - 4,700
$ 5269 $ 10,200

NOTE 4 - FAIR VALUE MEASUREMENTS

The Organization classifies assets and liabilities measured at fair market value within a hierarchy based
on whether the inputs to the valuation methodology used for measurement are observable or
unobservable. Observable inputs reflect market-derived or market-based information obtained from
independent sources, while unobservable inputs reflect estimates about market data. The three-level fair
value hierarchy is defined as follows:

Level | - Quoted prices (unadjusted) for identical assets or liabilities in active markets that the
Organization has the ability to access as of the measurement date. The type of investments which
would generally be included in Level | include listed equities and listed derivatives.

Level 1l - Significant other observable inputs other than Level | prices such as quoted prices for similar
assets or liabilities, quoted prices in markets that are not active, or other inputs that are observable
or can be corroborated by observable market data. Investments which are generally included in this
category include corporate bonds and loans, less liquid and restricted equity securities, and mutual
funds.

Level lll - Significant unobservable inputs that reflect the Organization’s own assumptions about the
assumptions that market participants would use in pricing an asset or liability.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, the determination of which category within the fair value hierarchy is appropriate
for any given investment is based on the lowest level of input that is significant to the fair value
measurement. The Organization's assessment of the significance of a particular input to the fair value
measurement in its entirety requires judgment and considers factors specific to the investment.

38



West River Transit Authority, Inc. dba Prairie Hills Transit
Note to the Financial Statements
September 30, 2018 and 2017

NOTE 4 - FAIR VALUE MEASUREMENTS (CONTINUED)

The following table presents the assets measured at fair value on a recurring basis as of September 30,
2018, on the accompanying Statement of Financial Position by fair value hierarchy, as described above.

Level | Total
Cash and Cash Equivalents $ 24562 $ 24,562
Equities 285,163 285,163
Fixed Income Securities 437,418 437,418

$ 747,143 $ 747,143

The following table presents the assets measured at fair value on a recurring basis as of September 30,
2017, on the accompanying Statement of Financial Position by fair value hierarchy, as described above.

Cash and Cash Equivalents $ 16,145 $ 16,145
Equities 217,574 217,574
Fixed Income Securities 506,735 506,735

$ 740,454 $ 740,454

There were no Level Il or Il investments as of September 30, 2018 and 2017. The Organization carried
no other assets or liabilities measured at fair value on a recurring or non-recurring basis as of September
30, 2018 and 2017.

Investment return consisted of the following as of September 30:

2018 2017
Interest and Dividends $ 23,120 $ 19,211
Realized Gains 2,458 5,345
Unrealized Gains (Losses) (11,699) 15,815

$ 13,879 $ 40,371

In general, investments are exposed to various risks, such as interest rate, credit, and overall market
volatility risk. Due to the level of risk associated with certain investments, it is reasonably possible that
changes will occur in the near term and that such changes could materially affect the investment balances
and the amounts reported in the Statement of Financial Position.

NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the following as of September 30:

2018 2017
Land $ 379,451 $ 379,451
Buildings 3,368,028 3,368,028
Building Improvements 415,486 414,501
Equipment 3,334,945 3,437,613

7,497,910 7,599,593
Less: Accumulated Depreciation (3,767,307) (3,536,036)
Net Property and Equipment $ 3,730,603 $ 4,063,557
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West River Transit Authority, Inc. dba Prairie Hills Transit
Note to the Financial Statements
September 30, 2018 and 2017

NOTE 5 - PROPERTY AND EQUIPMENT (CONTINUED)

The land, building, and several of the vehicles were acquired with federal grants. The land, building, and
vehicles are considered owned by the Organization while the items continue to be used within the
transportation program for which they were purchased or in future authorized programs.

Payments made from a granting agency on behalf of the Organization to vendors are included in the
Statement of Activities and are capitalized. The total amount of payments made directly to vendors from
a granting agency were $0 and $174,437 during the years ended September 30, 2018 and 2017,
respectively.

NOTE 6 - RELATED-PARTY TRANSACTIONS

A board member of the Organization is a representative on the board of Black Hills Transit. Black Hills
Transit is a non-profit organization organized to provide transportation service to the larger population
areas that cannot be served by West River Transit dba Prairie Hills Transit. During the year ended
September 30, 2016, the Organization loaned Black Hills Transit $10,000 on a long-term basis. This is
recorded in accounts receivable at year end. This receivable is non-interest bearing and will be repaid as
Black Hills Transit has available cash flow. There were no loan payments received during the years ended
September 30, 2018 and 2017.

NOTE 7 - COMPENSATED ABSENCES

Employees of the Organization are entitled to paid time off based on job classification, length of service,
and other factors. The paid time off, which is reported as Accrued Leave Payable, is recorded as a liability
in the financial statements as it is vested and will be paid upon use or termination of employment.

The Organization previously offered an extended leave program, under which employees accrued
extended sick leave based on specific criteria. The program was discontinued in August 2013. Employees
may no longer accrue hours under this program. Use of remaining extended leave hours is restricted
based on defined criteria and is not payable upon termination of employment. Accordingly, no liability for
the extended leave has been recorded in the financial statements. It is the policy of the Organization to
recognize the costs of extended leave when actually paid to the employees upon use. The Organization
estimated the value of the extended leave liability was $22,414 and $23,000 as of September 30, 2018
and 2017, respectively.

NOTE 8 - CONCENTRATIONS

As of September 30, 2018, the Organization had amounts on deposit at certain financial institutions in
excess of the insurance limits provided by the Federal Deposit Insurance Corporation (FDIC). The
Organization has not experienced any losses in such accounts. The Organization monitors the financial
stability of financial institutions regularly and management does not believe there is significant credit risk
associated with deposits in excess of federally insured amounts.

A significant portion of the Organization’s revenues consist of government grants. Therefore, its funding
is vulnerable to changes in the legislative priorities of federal and state governments.
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West River Transit Authority, Inc. dba Prairie Hills Transit
Note to the Financial Statements
September 30, 2018 and 2017

NOTE 9 - DISCONTINUED OPERATIONS

Effective June 1, 2018 the Organization transferred operations of the Nutrition Program to another
nonprofit organization in order to focus on transit operations. As part of the transfer, the Organization
received $4,895 for unused food inventory and paid the other nonprofit $491 for unused prepaid volunteer
meals and $2,380 for unused meal tickets. The Organization also transferred equipment at a loss of
$2,730, for which no compensation was received. The following table provides information about the loss
from discontinued operations presented in the Statements of Activities for the years ended September
30:

2018 2017
REVENUE, LOSSES, AND OTHER SUPPORT
Grants $ 30,479 % 44,335
Contributions 24,145 33,795
Contracts - 737
Loss on Sale of Property and Equipment (2,730) -
Total Revenue, Losses, and Other Support 51,894 78,867
EXPENSES
Program Services:
Supplies 32,525 50,525
Salaries 21,219 24,255
Payroll Taxes and Benefits 2,383 3,266
Computer Services 86 80
Repairs and Maintenance - 174
Other Employee Costs - 160
Bad Debts - 5
Supporting Services:
Salaries 4,260 8,951
Miscellaneous 851 -
Payroll Taxes and Benefits 332 667
Travel 46 -
Total Expenses 61,702 88,083
DISCONTINUED OPERATIONS - LOSS FROM OPERATIONS
OF DISCONTINUED NUTRITION SERVICES $ (9.808) $ (9,216)
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West River Transit Authority, Inc. dba Prairie Hills Transit
Note to the Financial Statements
September 30, 2018 and 2017

NOTE 9 - DISCONTINUED OPERATIONS (CONTINUED)

The following table provides information about the balance sheet presentation of the discontinued
operation presented in the Statements of Financial Position for the years ended September 30:

2018 2017
ASSETS
Cash $ - 3 23,781
Accounts Receivable, Net - 10,591
Inventory - 4,700
Property and Equipment, Net - 1,278
TOTAL ASSETS $ - $ 40,350
LIABILITIES AND NET ASSETS
Liabilities:
Accounts Payable $ - 3 30,542
Net Assets:
Unrestricted Net Assets - 9,808
TOTAL LIABILITIES AND NET ASSETS $ - $ 40,350

NOTE 10 - SUBSEQUENT EVENTS

As of October 1, 2018, the Organization acquired the operations of the Arrow Public Transit. The State
Department of Transportation advised Arrow Public Transit to be acquired by the Organization and let
the Organization take control of operations. Arrow Public Transit retained its 501(c)3 status and will
continue fundraising to provide for matching requirements of federal grant funds. The Organization
received eight transit vehicles, a building, and various other assets. Two vehicles with book values of
$7,543 and $5,325 were purchased with federal funds. The building was valued at $85,629. The transfer
of the building to the Organization had not been completed as of the issuance of the financial statements.
The Organization did not assume any outstanding liabilities from Arrow Public Transit. No consideration
was given in this acquisition.

The initial accounting for the acquisition is incomplete as of the date the financial statements were
available to be issued. The Organization has not yet determined the fair values of all assets and liabilities
assumed in the acquisition.

Subsequent events were evaluated through the date of the independent auditor’'s report, which is the
date the financial statements were available to be issued.
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West River Transit Authority, Inc. dba Prairie Hills Transit
Schedule of Expenditures of Federal Awards
For the Year Ended September 30, 2018

Pass-through
Entity
CFDA |dentifying
Numbers Cluster/Program Name Pass-through Entity Number Amount
U.S. Department of Transportation
Federal Transit Cluster
20 .500 Federal Transit - Capital Investment Grants SD Department of Transportation 811554 $ 5,338
20 .526 Bus and Bus Facilities Formula Program SD Department of Transportation Note 5 15,507
Total Federal Transit Cluster 20,845
Transit Services Programs Cluster:
20 .513 Enhanced Mobility of Seniors and Individuals with Disabilities SD Department of Transportation 811599 19,078
Total Transit Services Programs Cluster 19,078
20 .509 Formula Grants for Rural Areas (Note 2) SD Department of Transportation Note 6 611,951
20 .514 Public Transportation Research, Technical Assistance, and Training SD Department of Transportation 811303 14,125
Total U.S. Department of Transportation 665,999
U.S. Department of Agriculture
10 .558 Child and Adult Care Food Program (CACFP) (Note 2) SD Department of Education M1290047 7,978
Total U.S. Department of Agriculture 7,978
U.S. Department of Health and Human Services
Aging Cluster
93 .044 Special Programs for the Aging - Title Ill, Part B - Grants for
Supportive Services and Senior Centers (Note 2) SD Department of Social Services 811563 74,201
93 .045 Special Programs for the Aging - Title Ill, Part C - Nutrition Services (Note 2) SD Department of Social Services 9193-607-027 18 21,105
93 .053 Nutrition Services Incentive Program (Note 2) SD Department of Social Services 9193-607-027 18 5,819
Total U.S. Department of Health and Human Services 101,125
Total Federal Financial Assistance $ 775,102

See independent auditor’s report.
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NOTE 1: This schedule of expenditures of federal awards includes the federal grant activity of West River Transit Authority, Inc. dba Prairie Hills Transit and is presented on
the accrual basis of accounting. The information in this schedule is presented in accordance with the requirements of the Uniform Guidance. Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in, preparation of the basic financial statements.

NOTE 2. Federal reimbursements are not based upon specific expenditures, therefore, the amounts reported here represent cash received rather than federal
expenditures.

NOTE 3: West River Transit Authority, Inc. dba Prairie Hills Transit did not elect to use the 10% de minimis indirect cost rate.
NOTE 4: West River Transit Authority, Inc. dba Prairie Hills Transit has not passed any awards through to subrecipients.

NOTE 5: Bus and Bus Facilities Formula Program pass-through entity identifying numbers include 811354, 811496, and 811498.
NOTE 6: Formula Grants for Rural Areas pass-through entity identifying numbers include 811563 and 12124836.

See independent auditor’s report.
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