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Gary L. Larson, CPA

900 Winchester Drive
Pierre, SD 57501

(605) 940-1284
glarsoncpa @ pie. midco.net

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

City Council
City of Mitchell
Mitchell, South Dakota

I have audited the financial statements of the governmental
activities, the business-type activities, each major fund and the
aggregate remaining fund information of the City of Mitchell,
South Dakota, as December 31, 2007, and for the year then ended,
which collectively comprise the City of Mitchell’s basic financial
statements and have issued my report thereon dated May 2, 2008.
My report was modified to include a reference to other auditors.

I conducted my audit in accordance with auditing standards
generally accepted in the United States of America; and the
standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the
United States. Other auditors audited the financial statements of
the “Housing and Redevelopment Commission of the City of Mitchell,
SD”, as described in my report of the City of Mitchell’s financial
statements. This report does not include the results of the other
auditor’s testing of internal control over financial reporting on
compliance or other matters that are reported on separately by

those auditors.

Internal Control over Financial Reporting

In planning and performing my audit, I considered the City of
Mitchell's internal control over financial reporting as a basis
for designing my auditing procedures for the purpose of expressing
my opinions on the financial statements, but not the purpose of
expressing an opinion on the effectiveness of the City’s internal
control over financial reporting. Accordingly, I don not express
an opinion on the effectiveness of the City’s internal control

over financial reporting.




A control deficiency 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 misstatements on a timely basis. A significant deficiency
is a control deficiency, or combination of control deficiencies,
that adversely affects the City's ability to initiate, authorize,
record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there 1is
more than a remote likelihood that a misstatement of the City’s
financial statements that is more than inconsequential will not be
prevented or detected by the City’s internal control.

A material weakness is a significant deficiency or combination of
significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial
statements will not be prevented or detected by the City’s

internal control.

My consideration of internal control over financial reporting was
for the limited purpose described in the first paragraph of this
section and would not necessarily identify all deficiencies 1in
internal control that might be significant deficiencies or
material weaknesses. I did not identify any deficiencies 1in
internal control over financial reporting that I consider to be
material weaknesses as defined above.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the City’'s

financial statements are free of material misstatement, I
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 my audit
and, accordingly, I do not express such an opinion. The results
of my tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing

Standards.

This report is intended solely for the information and use of the
governing board and information of the management of the City of
Mitchell the South Dakota Legislature and federal awarding
agencies and pass- through entities and is not intended to be and
should not be used by anyone other than these specified parties.
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However, as required by OMB Circular A-133 and SDLC 4-11-11 this
report is a matter of public record and its distribution is not

May 2, 2008



Gary L. Larson, cpa

900 Winchester Drive
Pierre, SD 57501

(605) 940-1284
glarsoncpa @ pie.midco.net

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

City Council
City of Mitchell
Mitchell, South Dakota

Compliance
I have audited the compliance of the City of Mitchell, South

Dakota, with the types of compliance requirements described in the
U. S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major
federal programs for the year ended December 31, 2007. The City
of Mitchell's major federal programs are identified in the Summary
of Auditor's Results section of the accompanying Schedule of
Findings and Questioned Costs. Compliance with the requirements
of laws, regulations, contracts and grants applicable to each of
its major federal programs 1is the responsibility of the City of
Mitchell's management. My responsibility is to express an opinion
on the City of Mitchell's compliance based on my audit.

I conducted my audit in accordance with auditing standards
generally accepted in the United States of America; the standards
applicable to financial audits contained in Governmental Auditing
Standards, issued by the Comptroller General of the United States;
and OMB Circular A-133, Audits of States, Local Governments and
Non-profit Organizations. Those standards and OMB Circular A-133
require that I plan and perform the audit to obtain reascnable
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 the City of
Mitchell's compliance with those requirements and performing such
other procedures, as I considered necessary in the circumstances.
I believe that my audit provides a reasonable basis for my
opinion. My audit does not provide a legal determination on the
City of Mitchell's compliance with those requirements.

The financial statements contained in this report include, as a
component unit, the financial transactions of the Housing
Authority of the City of Mitchell, which is a legally separate
entity that is required by Governmental Accounting Standards Board
Statement Number 14 to be included as part of the financial
reporting entity of the City of Mitchell. The Housing Authority
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fulfills its own audit requirements including single audit
requirements, apart from those of the City of Mitchell. I did not
audit compliance applicable to any of the federal awards of the
federal awards of the Housing authority, and, these federal awards
are not included in the accompanying Schedule of Expenditures of
Federal Awards for the City of Mitchell. The Housing Authority
was audited in accordance with the requirements of OMB Circular A-
133 by other auditors and their report on compliance with
requirements applicable to each major program and internal control
over compliance with respect to federal programs is contained in
their separately issued single audit report on the Housing
Authority as of and for the year ended June 30, 2007.

My tests of compliance included tests relating to the use of
Airport revenue and of the propriety of the disposition of airport
funds or transfers to a sponsor. No instances of noncompliance of
these requirements were noted. No funds were transferred out of
the Airport Fund or otherwise paid to sponsors of the Airport

Fund.

In my opinion, the City of Mitchell complied, in all material
respects, with the requirements referred to above that are
applicable to each of 1its major federal programs for the year
ended December 31, 2007.

Internal Control over Compliance

The management of the City of Mitchell 1is responsible for
establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In planning and performing
my audit, I considered the City of Mitchell’s internal control
over compliance with the requirements that could have a direct and
material effect on a major federal program in order to determine
my auditing procedures for the purpose of expressing my opinion on
compliance, but not for the purpose of expressing an opinion on
the effectiveness of internal control over compliance.
Accordingly, I do not express an opinion on the effectiveness of
the City’s internal control over compliance.

As discussed in paragraph three above, The Housing Authority of
the City of Mitchell fulfills its own audit requirements,
including single audit requirements, apart from those of the City
of Mitchell. Accordingly, I did not perform tests of controls
over compliance applicable to any of the federal awards of the
Housing Authority. My report on internal controls over compliance
is limited to the legal entity known as the City of Mitchell.
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A control deficiency 1in an entity’s internal control over
compliance 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
noncompliance with a type of compliance requirement of a federal
program on a timely basis. A significant deficiency is a control

deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to administer a federal program such
that there 1is more than a remote likelihood that noncompliance
with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the
entity’s internal control.

A material weakness is a significant deficiency, or combination of
significant deficiencies, that results in more than a remote
likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected
by the entity’s internal control.

My consideration of internal control over compliance was for the
limited purpose described in the first paragraph of this section
and would not necessarily identify all deficiencies in internal
control that might Dbe significant deficiencies or material
weaknesses. I did not identify any deficiencies in internal
control over compliance that I consider to be material weaknesses,
as described above.

This report is intended solely for the information and use of the
governing board and management of the City of Mitchell, the South
Dakota Legislature and federal awarding agencies and pass-through
entities and is not intended to be and should not be used by
anyone other than those specified parties. However, as required
by OMB Circular A-133 and SDCL 4-11-11, this report is a matter of
public record and its distribution is not limited.

P ESpreony

May 2, 2008



Gary L. Larson, craA

900 Winchester Drive
Pierre, SD 57501

(605) 940-1284
glarsoncpa @ pie.midco.net

INDEPENDENT AUDITOR'S REPORT

City Council
City of Mitchell
Mitchell, South Dakota

I have audited the accompanying financial statements of the
governmental activities, the business-type activities and each
major fund, and the aggregate remaining fund information of the
City of Mitchell, South Dakota, as of December 31, 2007, and for
the year then ended, which collectively comprise the City’s basic
financial statements as listed in the table of contents. These
financial statements are the responsibility of +the City of
Mitchell's management. My responsibility 1s to express opinions
on these financial statements based on my audit. I did not audit
the financial statements of the “Housing and Redevelopment
Commission of the City of Mitchell, SD”, a component unit which
statements reflect total assets of $2,002,741 as of June 30, 2007
and total revenues of $1,069,937 for the year then ended. Those
financial statements were audited by other auditors whose report
has been furnished to me, and my opinions on the financial
statements, insofar as they relate to the amounts included for the
“Housing and Redevelopment Commission of the City of Mitchell, SD”
in the component unit column, are based on the report of the other

auditors.

I conducted my audit 1in accordance with auditing standards
generally accepted in the United States of America and the
standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that I plan and perform the
audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the City’s internal control over financial

reporting. Accordingly, I do not express such an opinion. An
audit also includes examining, on a test  Dbasis, evidence
supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating
the overall financial statement presentation. I believe my audit

provides a reasonable basis for my opinions.



In my opinion, based on my audit and the report of other auditors,
the financial statements referred to above present fairly, in all
material respects, the respective financial position of the
governmental activities, the business-type activities, the
discretely presented component unit, each major fund and the
aggregate remaining fund information of the City of Mitchell,
South Dakota, at December 31, 2007, the respective changes 1in
financial position and cash flows where applicable thereof for the
year then ended, in conformity with accounting principles
generally accepted in the United States of America.

In accordance with the Government Auditing Standards, I have also
issued my report dated May 2, 2008 on my consideration of the City
of Mitchell's internal control over financial reporting and my
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 my testing
of internal control over financial reporting and compliance and
the results of that testing and not to provide an opinion on the
internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance
with Governmental Auditing Standards and should be considered in
assessing the results of my audit.

The management’s discussion and analysis and budgetary comparison
information on pages 9 through 19 and 78 through 84 are not a
required part of the Dbasic financial statements but are
supplementary information required by accounting principles
generally accepted in the United States of America. I have
applied certain limited procedures, which consisted principally of
inguiries of management regarding the methods of measurement and
presentation of the supplementary information. However, I did not
audit the information and express no opinion on it.

My audit was made for the purpose of forming an opinion on the
financial statements that collectively comprise the City of
Mitchell’s financial statements taken as a whole. The Schedule of
Expenditures of Federal Awards, which is required by the U. S.
Office of Budget and Management Circular A-133, Audits of States,
Local Governments and Non-profit Organizations 1s not a required
part of the basic financial statements of the City of Mitchell.
Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in my
opinion, is fairly stated, in all material respects, in relation
to the finiggjal statements taken as a whole.

QALY

May 2, 2008



CITY OF MITCHELL

MANAGEMENT’S DISCUSSION AND ANALYSIS
2007

This section of the CITY OF MITCHELL's annual financial report presents our discussion
and analysis of the City’s financial performance during the fiscal year ended on December 31,
2007. Please read it in conjunction with the City’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

o The City’s net assets from governmental and business-type activities increased by $4,148,607,
primarily due to an increase in taxes and other revenues.

» During the year, the City’s revenues generated from charges for services, taxes and other
revenues of the governmental funds were $4,197,123 more than the $14,219,234
governmental program expenditures.

e The general fund reported a $1,072,412 excess of revenues over expenditures primarily due to
a decrease in general expenditures and an increase in revenue from charges and services and
miscellaneous sources.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts — management’s discussion and analysis (this section),
the basic financial statements, including related notes, and required supplementary information.
The basic financial statements include two kinds of statements that present different views of the

City:

o The first two statements are government-wide financial statements that provide both long-term
and short-term information about the City’s overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the
City government, reporting the City’s operations in more detail than the government-wide
statements.

o The governmental funds statements tell how general government services like public safety
were financed in the short-term as well as what remains for future spending.

o Proprietary fund statements offer short- and long-term financial information about the
activities that the City operates like businesses. The City has six proprietary funds — the
Water Fund, Sewer Fund, Airport Fund, Sanitation Fund, Corn Palace Fund and the Golf
Course Fund.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial
statements. In addition to the required elements, we have included a section with combining
statements that provide details about our nonmajor governmental funds, each of which are added
together and presented in a single column in the basic financial statements.
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