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Independent Auditor's Report 

We have audited in accordance with auditing standards genera11y 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 modified cash basis 
financial statements of the governmental activities, the business-type activities, and each major 
fund of the Municipality of Herreid, South Dakota, as of December 31, 2023 and for the year 
then ended and the related notes to the financial statements, which collectively comprises the 
Municipality's basic financial statements and have issued our report thereon dated July 8, 2024, 
which was adverse on the aggregate discretely presented component units because the financial 
statements do not include financial data for the Municipality's legally separate component unit. 

Report on Internal Control Over Financial Reporting 

In planning and performing our audit of the fmancial statements, we considered the 
Municipality's internal control over financial reporting (internal control) as a basis for designing 
audit procedures that are appropriate in the circumstances for the purpose of expressing our 
opinions on the fmancial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the Municipality's internal control. Accordingly, we do not express an opinion 
on the effectiveness of the Municipality's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely· basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 

possibility that a material misstatement of the Municipality's financial statements will not be 
prevented or detected and corrected on a timely basis. A significant deficiency is a deficiency, 
or a combination of deficiencies, in internal control that is less severe than a material weakness, 
yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify a11 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. We did identify certain deficiencies in 
internal control, described in the accompanying Schedule of Current Audit Findings, as items 
2023-001, 2023-002, 2023-003, 2023-004, and 2023-005 to be material weaknesses. 
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MUNICIPALITY OF HERREID 

STATEMENT OF ACTIVITIES- MODIFIED CASH BASIS 

FOR THE YEAR ENDED DECEMBER 31, 2023 

Net (Expenses) Revenue and 
Program Revenues Changes in Net Position 

Primary Government 
Operating 

Charges for Grants and Capital Grants and Governmental Business-Type 
Functions/Pro�ams Expenses Services Contributions Contributions Activities Activities Total 
Primary government 

Governmental activities 
General government $ 134,671 $ 2,760 $ $ $ (131,911) $ $ (131,911) 
Public safety 45,346 (45,346) (45,346) 
Public works 392,078 71,565 35,972 8,649 (275,892) (275,892) 
Health and welfare 2,595 (2,595) (2,595) 
Culture and recreation 781,413 14,255 345,967 (421,191) (421,191) 

Total governmental activities 1,356,103 88,580 35,972 354,616 
--- �

(876,935) (876,935) 

Business-type activities 
Water 154,358 133,808 (20,550) (20,550) 
Sewer 187,623 180,019 (7,604) (7,604) 

Total business-type activities 341,981 313,827 (28,154) (28,154) 

Total primary government $ 1,698,084 $ 402,407 $ 35,972 $ 354,616 $ (876,9352 $ �28,154) $ (905,0892 

General Revenues 
Taxes 

Property taxes 148,514 148,514 
Sales tax 339,986 339,986 

State shared revenue 4,107 4,107 
Unrestricted investment earnings 24,666 2,346 27,012 
Miscellaneous revenue 2,383 2,383 
Transfers (25,000) 25,000 

Total general revenues 494,656 27,346 522,002 

Change in net positions (382,279) (808) (383,087)

Net positions - beginning 1,930,855 414,251 2,345,106

Net positions - ending $ 1,548,576 $ _413,443 $ 1,962,019

The accompanying notes to the basic financial statements are an integral part of this statement. 12 







MUNICIPALITY OF HERREID 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

MODIFIED CASH BASIS 

GOVERNMENTAL FUNDS 

FOR THE YEAR ENDED DECEMBER 31, 2023 

EXPENDITURES 
General government 

Legislative $ 
Executive 
Elections 
Financial administration 
Other 

Public safety 
Police 
Fire 
Protective inspection 

Public works 
Highways and streets 
Sanitation 
Airport 
Cemeteries 

Health and welfare 
Health 

Culture and recreation 
Recreation 
Parks 
Libraries 

Conservation and development 
Economic development and assistance 

(Industrial development) 
Total expenditures 

Excess of revenue over (under) expenditures 

Other financing sources (uses) 
Transfer out 
Sale of municipal property 

Total other financing sources 

Net change in fund balances 

Fund balance - beginning 

Fund Balance - Ending $ 

Primary Government 

Total 
General Governmental 

Fund Funds 

24,275 $ 24,275 
1,360 1,360 

598 598 
71,227 71,227 
37,211 37,211 

36,082 36,082 
4,831 4,831 
4,433 4,433 

326,712 326,712 
61,546 61,546 
1,974 1,974 
1,846 1,846 

2,595 2,595 

770,427 770,427 
6,315 6,315 
2,671 2,671 

2,000 2,000 
1,356,103 1,356,103 

(357,417) (357,417) 

(25,000) (25,000) 
138 138 

(24,862) (24,862) 

(382,279) (382,279) 

1,930,855 1,930,855 

1,548,576 $ 1,548,576 

The accompanying notes to the basic financial statements are an integral part of this statement. 15 







MUNICIPALITY OF HERREID 
NOTES TO MODIFIED CASH BASIS FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2023 
(See Independent Auditors' Report) 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

As discussed further in Note 1.c, these financial statements are presented on the modified cash basis of 

accounting. The modified cash basis of accounting differs from accounting principles generally accepted in 

the United States of America (GAAP). Generally accepted accounting principles include all relevant 

Governmental Accounting Standards Board (GASB) pronouncements. 

a. Financial Reporting Entity

The reporting entity of the Municipality of Herreid (Municipality), consists of the primary government 

(which includes all of the funds, organizations, institutions, agencies, departments, and offices that make up 

the legal entity, plus those funds for which the primary government has a fiduciary responsibility, even 

though those fiduciary funds may represent organizations that do not meet the criteria for inclusion in the 

financial reporting entity); those organizations for which the nature and significance of their relationship 

with the primary government are such that their exclusion would cause the financial reporting entity's 

financial statements to be misleading or incomplete. 

Component units are legally separate organizations for which the elected officials of the primary 

government are financially accountable. The Municipality is financially accountable if its governing Board 

appoints a voting majority of another organization's governing body and it has the ability to impose its will 

on that organization, or there is a potential for that organization to provide specific financial benefits to, or 

impose specific financial burdens on the Municipality. The Municipality may also be financially 

accountable for another organization if that organization is fiscally dependent on the Municipality. 

The Housing and Redevelopment Commission of the Municipality of Herreid, South Dakota (Commission), 

is a proprietary fund-type, discretely-presented component unit. The five members of the Commission are 

appointed by the Mayor, with the approval of the Governing Board, for five-year, staggered terms. The 

Commission elects its own chairperson and recruits and employs its own management personnel and other 

workers. The Governing Board, though, retains the statutory authority to approve or deny or otherwise 

modify the Commission's plans to construct low-income housing units, or to issue debt, which gives the 

Governing Board the ability to impose its will on the Commission. 

The Municipality has created a Housing and Redevelopment Commission under the authority of South 

Dakota Codified Law 11-7-7. The financial information of the component unit is available upon request 

from the Herreid Housing and Redevelopment Commission, Herreid, South Dakota. 

(Continued on next page) 18 












































