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ACCOUNTING
AUDIT
TAX
EMPLOYEE BENEFITS
SPECIALIZED SERVICES

INDEPENDENT AUDITORS'REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOT'ERNMENT
AUDITING STANDARDS

Board of Directors and Management
Big Sky County Water and Sewer District No. 363
Big Sky, Montana

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financlal audits coitained in Goiernment Auditing Standards
issued by_the comptroller General of the United States, the financial statements oigig Sky County
Water and Sewer District No. 363 ("the District"), as of and for the year ended June 30,-2017, and the
related notes to the financial statements, which collectively 

"ornpiirc 
Big Sky County Water and

Sewer District No. 363's basic financial statements, and have- issued 
-our 

report tirereon dated
December 19,2017.

Internal Control Over F'inancial Reporting
In planning and performing our audit of the financial statements, we considered the District,s intemal
control over financial reporting (internal control) to determine the audit procedures tlnt arcappropriate
in the circumstances fo.r the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on ttr-e effectiveness of the District's internal control. Accordingly,
we do not express an opinion on the effectiveness of the District's intemal 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 Uasis. a ,riot"rrol ,"ikn"r, is a deficiency or a
combination of deficiencies, in internal control, iuch that there is a reasonable possibility that a material
misstatement of the District's financial statements will not be prevented, or deiected ani corrected on a
timely- basis. A signtficant deficiency is a deficiency, o, u combination of deficiencies, in intemal
control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

Our consideration of intemal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficienciis in internal control ttrat milnt'ue material
weaknesses or, significant deficiencies. Given these limitations, during our audit we didiot identiry any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financialposition of Big Sky County Water and Sewer District No. 363, as of June 30,2017 and20l6,and the changes inits net position and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information
Acgounling principles generally accepted in the United States of America require that management,s discussionand analysis on pages 3 - 8 be presented to supplement the basic financial statements. Such information, althoughnot a part of the basic financial statements, is required by the Govemmental Accounting Standards Board whoconsiders it to be an essential part of fmanciai r"poriing for placing the basic finolncial statements in anappropriate operational, economic, or historical context. iV" ftu* applied certain limited procedures to therequired supplementary information in accordance with auditing standards generally accepea in the United Statesof America, which consisted of inquiries of management abolut the 

-th"oa, of ;6;hg the information andcomparing the informalion for consistency with management's responses to our inquiries, the basic financialstatements, and other knowledge we obtained during our audit of the basic financiat statements. we do notexpress an opinion or provide any assurance on the information because the limited procedures ao not p*rria" r*with suffrcient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated December 1g,2017,on our consideration of Big Sky County Water and Sewer Dishict No. 363's internal control over financialreporting 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 isio describe the scope oiorr testing of internal 

"oiit 
orover financial reporting and comptance and the results of that testing, and not to provide an opinion on theinternal control over financial reporting or oncompliance. That report is an integral part of an audit performed inaccordance with Government Auditing Standardi in considering nig sty couniy water and Sewer District No.363's internal control over financial reporting and compliance.

Junkermier, Clark, Campanella, Stevens, p.C,

Kalispell, Montana
December 19,2017
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Big Sky County Water & Sewer District
Management Discussion and Analysis Fiscal Year 7ll/2016 - 6/30t2017

Management Discussion and Analysis
Fiscal Year 7/t/2016 - 6130/2017

The Big Sky County Water & Sewer District 363 is a public water and sewer system located in
Southwest Montana. The District was established in ti94 under Montana Codi Annotated Title 7,
Chapter 13. The District spans two counties, Gallatin and Madison, and serves approximately 3,000
water and sewer customers located within the District. The Districf sorves .urtorrri, properties
starting in the Meadow Village area within Gallatin County and extends to the Big S.y SU er"u
within Madison County. The difference in elevation of the properties that the Dishict serves creates
unique challenges and opportunities for the Big Sky County Water & Sewer Dishict 363.

The Big Sky County Water & Sewer District 363 is accounted for as a governmental enterprise. As a
result, the accounting is much the same as a for profit organ izationwitittre exception of state and
federal income tax. The District is tax exempt. The basiJfinancial statements pro^Ou..O by the
District include, the Statement of Net Asseti, Statement of Revenues, Expenses, and Changes in
Fund Net Assets and Statement of Cash Flows. Each statement contains vital financial information
regarding the District's financial position and overall financial stability. The statement of net assets
contains the assets, liabilities, and fund equity. The statement of revenues, expenses, and changes in
fund net assets contain the detail of revenue sources and the detail of where the revenue was
expended to provide the water and sewer services to the Dishict as well as the beginning net assets
and end of year net assets total. The statement of cash flows provides the detail ofcash sources and
uses for operating activities, capital and related financing act-ivities, and investing aJvities.
Assets/Liabilities
The total net fixed assets of the District decreased by 031% in fiscal year 2016-2017. capitalassets
net of accumulated depreciation decreased from $4i,70qJ22 to $42,i6g,g24. TheDistrict,s
depreciation expense exceeded the amount of capitai urr.t, thut were added to the asset base.

The sewer capital assets of the District increased from $37,13 g,023 to $37,371,059. The Dishict
spent approximately $10,000 replacing sewer manholes tluoughout the District. The Dishict
purchased Effluent Pumps for the Sewer Treatment Plant cosing approximately $l1,000. The
Dishict spent approxim{-ely $12,000 updating the Wastewater iacilities Five year plan and updating
the permit fees specifically the Plant InvestmJnt Charge. The Dishict spent approximatety $31,000rewiring the pond pump station and adding an electric-al line to pond I rut -onitoring pond water
levels' The Sewer Department also added equipment to a pickup truck costing upproiirnutely $g,300,
and shared the cost of a plow truck with the water department ctsting $46,00b. fire Sewe,
Department shared th9 

99st of office equipment costing approximately $t i,oOo. The Sewer
Department added $124.908 in donated sewer extensions. itre uistrici ,onii.ru., to recognize the
Search and Rescue Building on the books of the District. The District added another $6,000 in fiscal
2015-2016' There is an agrcement with the Big Sky Search and Rescue stipulating the circumstances
under which the building may eventually revert to the District. However, the District anticipates this
lo 99." perpetual agteement as long as the Big Sky Search and Rescue operates out of the current
building.

The water capital assets increased from $20,354,133 to $21,015,g30. The District spent
approximately $4,500 updating the Capital Improvement Plan and incorporating a plant Investment
Charge for the Water System. The District spent approximately $12,000 for thelCascade Wells
Testing Phase of the water treatment project. The bistrict builithe drst ultraviolet light disinfection
system in the State of Montana spending approximately $15,000 finishing the projej this fiscal year.
The District spent approximately $4,500 on additional new pumps for the Cascade Booster Station.
The District spent approximately $70,000 rehabilitating the Mountain 500K gallon tant. rne District
spent approximately $46,000 replacing pressure reducing valve vaults. The District retired two trucks
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Big Sky County Water & Sewer District
Management Discussion and Analysis Fiscal Year 7ll/2016 - 6t30l}0t7

in.the water department and added two new pickups and shared the cost of the plow truck. Theoilrlct spent approximately $90,000 for vehicles in the Water Department. The water Department
added computers, GPS equipment, Water Leak Locating Equipment, and tablet costing
approximately $70,000' The Dishict updated the SCADA E'quipment half ofwhich was paid this
fiscal year the second half next fiscal year total cost approximaLly $112,000. The District installed
n€w water meter equipment costing approximately $62,000. the oistrict also added $270,1g2 in
donated water extensions.

The total long-term liabilities associated with the existing State Revolving Fund Loans of both
systems decreased to $9,214,000 from $10,343,000. thJDistrict used low interest rate loans from the
State Revolving Loan Program to finance both water and sewer projects. In July of 2013 the District
refinanced the three yll.t.lgnt through the State Revolving Loan irogram trvo at 2.00o/oand the
larger dollar loan at 2.25%. The two sJwe. loans were bothiefinanced at 2.25%in May of 2013.

The Dishict is a member of the Montana Public Employees Retirement Adminishation which
administers the retirement plan for District employels. itecent changes in the financial reporting
requirements for governmental pensions impait the District's financial statements The Governmental
Accounting Standard's !*d (GASB) introduced two new standards in June of 20l2.The two new
standard's GASB 67 and68 relate to financial statement reporting for public pensions. GASB 67 is
applicable to the overall pension system financial statemenfu and GASB 6g effective in fiscal20l5 is
applicable to the financial statements of the participating employers. As a result, the District is now
booking assets and liabilities reported to the Distrirt uyirt. ictuary of the Montana public Employees
Retirement Administration. In fiscal 2016-2017_the District updated the Net pension Liability from
$192,784 to $247,117..This amount represents the District', ,h*. of the actuarial unfunded liabilities
of the pension system in which the District employe_es participate. Although s247,fi 7 is a rarge
q"Ti9n liability, the unfunded liability is cunently nrnoeo ou", u thirty-yJar period. The net pension
tlaUltity is subject to volatile swings based on financial market movements. For fiscal 2016-2017
GASB 68 did not adversely affect the financial statements or financial position of the District. See
the attached GASB 68 notes to the financial statements for more detail.

The total liabilities of the District decreased 1.67%due primarily to the reduction in the General
obligation bonds. The District's Performance bonds and retainage payabledid increase but not
enough to offset the reduction in outstanding debt. The current fiabilities of the District increased
from $2,399,090 to $3,318,742 which includes a decrease in accounts payable to $187,272 from
$300,537, an increase in performance bonds and retainage payable from $937,901 to $1,94g ,6g2, adecrease in water reserve payable from $31,65 z to $z6,i8g and a increase in tiie current portion oflong-term debt from $1,129,000 to $1,156,000 at 613012016.

-1.67%$11,747,7103.68%$59,963,9622016-2017

-7.10%$11,947,1223.47%$56,873,2692015-2016

-6.62%$12,959,7400.64%$54,965,44720t4-20t5

-8.00%$13,771,430-0.46%$54,617,9272013-2014

-8.4s%$14,969,943-0.46%$54,869,9592012-2013

Growth RateTotal LiabilitiesGrowth RateTotal AssetsYear

Operating Revenue/l\lon-Operating Revenue

The total operating revenues of the District increased from $2,703 ,4s2 to $2,97g,3g5. The total sewer
operating revenue increased from $1,418,458 to $1,619,154. 'fh. totul water operating revenue
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Big Sky County Water & Sewer District
Management Discussion and Analysis Fiscal Year 7/ll20t6 - 6130t2017

increased from $1,280,220 to $1,358,601. Both the water operating revenue increase and sewer
operating revenue increase were due to the rate increase starting October l, 2016. The District
increased both the water and sewer rate as well other fees. Theiewer usage was up approximately
?3?% andwater usage was down approximately 231%over the prior fisial year.'The sewer system
had an additional one hundred and three hookups representing unln.reure ofapproxim ately 3.0% n
sewer hookups. The water department had an additional one hundred and six trootups reprisenting
an increase of approximately 3.9%o in water hookups.

.The 
District has a plant investment charge on both the sewer plant and water plant. The plant

investment charge is calculated based on th9 sizg of the property and collected'through the permitting
process. This is the first year of the water plant investment charge which was effectiie October 1,
2016. The total non-operating revenue includes plant investmeni charges, interest income, tax
receipts for bond payments. The Total non-operiting revenue, net ofinterest expenses and other non-
operating expenses of the District increased to $1,808,960 from $1,304,450. the oistrict collected
$1,3-56,957 in general obligation bond tax receipts for payments on the State Revolving Fund Loans
used to finance the water tank, water meters, two water system rehabilitation projects iircluding
(Hidden Village and Silverbow Condominiums), new Meadow Village water weils 4 & s,and the
new sewer treatment plant. Plant investment fees increased from $151,410 to $505,543 due to an
increase in permits paid in the fiscal year and the addition of the water plant investment fee.

Operating Expenses/1\on-Operating Expenses

The total operating expense for the District increased to $2,898,439 from $2,736,g55.The total
general and adminishative expense increased to $557,052 from $508,156. The total sewer general
and administrative expense increased to $221,084 from $210,386. Total sewer operation expense
increased from $1,025 ,442 to $1,133,021. The total water general and administrative expense
increased to $303,948 from$277,153. The total water opriuting expense decreased to $883,334 from
$715,818. The total operating expense increased $161,4-84 tori tast fiscal year, a5.90o/oincrease.
The increase in operating expenses is due to general price inflation, increasedpayroll and benefit
costs, repairs and mainte-nance, new capital assets increasing depreciation, and additional power costs
due to the assumption of the Yellowstone Mountain club Force'Main Booster Station 2. TheDistrict
under the agreement was required to pay the power costs for the booster station from the start.
Unfortunately, the meter was not turned over to the District until last fiscal year. As a result, power
costs of approximately $50,000 were paid last fiscal year for YMC Pump Siation 2. In the non-
operating expense category, the main item is the interest expense on the State Revolving Fund Loans.
In fiscal 2016-2017 the District made principal payments in the amount of $1,129,000 with total
payments amounting to $1,352,704. The District paid$223,704 in interest on those loans.

3.75%$3,109,61517.12%$4,999,5212016-2017

6.560/o$2,996,9916.57%$4,267,95920t5-2016

-059%$2,812,4144.09%$4,004,5672014-20t5

-2.47%92,829,236-4.61%$3,840,6552013-2014

-5.15%$2,900,761-4.t6%$4,026,3592012-2013

Growth RateTotal ExpensesGrowth RateTotal RevenuesYear
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Big Sky County Water & Sewer District
Management Discussion and Analysis Fiscal Year 7/l/2016 - 6130/20t7

5.90%$2,899,43910.17%$2,978,3952016-2017

8.03%$2,736,9555.18%$2,703,4522015-20t6

0.s7%$2,551,926-0.48%$2,570,26420t4-2015

8.55%$2,537,3996.47%$2,592,7502013-2014

-436%$2,337,4743.74%$2,425,9972012-2013

Growth RateTotal Operating ExpensesGrowth RateTotal Operating RevenuesYear

Capital Assets

The District received donated capital assets in the form of water and sewer extensions in fiscal 2016-
2017.There was one new water and sewer main extension donated to the Dishict. The sewer and
water main extension was up on the mountain, Montana Club Subdivision phasel.The total cost for
the sewer system was $124,908 and the total for the water system was $270,192. Donated capital
assets are the water and sewer extensions as well as other infrastructure required to install and
complete new construction projects and subdivisions within the District. Ail donated capital assets
are acquired by the District through formal transfer agreements which are recorded at the appropriate
county office. The District requires a two-year warranty on the assets transferred to the District. The
warranty is in the form of cash or letter of credit. The warranty security amount is l}yoof the cost
basis of the assets hansferred to the District. The contributed assets ari then recorded as either water
or sewer assets on the books of the District and depreciated accordingly. The recorded value of the
asset is recognized as income in the year of acceptance. The District alio booked an additional
$6,000 in donated capilal assets for the Big Sky Search & Rescue Building agreement. However, the
District does not record the depreciation expense for the Search and Rescu-e iuilding in the District
accounting records.

The District's total net position at June 30,2017 was $47 ,216,152. The total amount includes
$27,685,078 invested in capital assets, net of related debt, gtd,g3l,t66 in unrestricted assets which
includes cash, and $593,908 restricted cash for debt service. The total represents an increase of
$2,290,006 over the prior fiscal year total. The invested in capital assets, net of related debt
decreased by $2,179,486 due to debt reduction and asset depreciation. The unreshicted portion
increased by $4,463,871 due primarily to an increase in casl. The restricted for debt service category
increased to $593,908 from $588,305 due to variance in tax receipts.

The District completed a five-year capital improvement plan in the 2015-2016 fiscal year for both the
water system and sewer system. The District's engineering firms identified and recommend
infrastructure improvements for both the water and seweriystems. The 2016-2017 Budget included
projects identified in the capital improvement plans for both the water and sewer systems. The
Dishict used asset replacement funds for the capital improvement projects. On the sewer side the
District finished the new power line to the reciriulation building and iequested bids fiom engineering
firms to plan and design the sewer plant upgrades and additional disposal options identified in the
five-year capital improvement plan. On the water side the District started work on the water system
upgrades on the mountain including the rehabilitation of the mountain 500K tank, testing of
mountain wells 5&6, and repair and upgrades to the mountain pressure reducing valves.

Summary

The Districts overall financial position remains stable with sufficient reserves and financing sources
available to fund both the operating and non-operating activities of the District. In Fiscal year 2016-
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Big Sky County Water & Sewer District
Management Discussion and Analysis Fiscal Year 7/l/2016 - 6/30t2017

2017 water operating revenue exceeded water operating expense by approxim ately 7.36%o, sewer
operating expense exceeded sewer operating revenue by approxim at"iy O.AV". The Dishict expected
loth the sewer department and water department to operate in a deficii position due to the delay in
implementing the new water and sewer rate strucfure until October otiorc.However, the sewer
departments deficit was approximately fifty percent of the budgeted deficit. The watei department
instead of operating in a deficit produce a surplus. As a result, iverall operations produced a surplus
of approximately $80,000.

The Dishict's rate table below shows the phased in rate increase of a 9o/o for the sewer rate and a 6%o
increase for the water system. The rate change started October 1,20l6with an immediate 7o/o
increase in the sewer rate and an immediate 4%o increase in the water rate. In the two subsequent
fiscal years there will be an additi onal l%o for both the water and sewer rate structure. The increase is
for both the water and sewer base rate as weil as the tiered water rate.

*Water usage rates are tiered, 0-60,000 gallons, 60,000 to 90,000 gallons, 90,000 to 120,000 gallons,
120,000 gallons and above.

*Beginning in Julyl of 2017,0-60,000 gallons, 60,000 to 90,000 gallons, 90,000 to 120,000 gallons,
120,000 gallons and above as follows: 2017-2019 $2.70,$4.04, $j.ao, $6.75

Water and sewer usage charges are for each thousand gallons metered or fraction of a thousand
gallons. The base charges are for one month of service for water and sewer.

Budget/Actuals

The budget for fiscal 2016-2017 at year-end had Total Revenues 113.65%of budget, Total Expenses
104.04% of budget and Total Net Revenue 134.03% of budget. The District receiiej contributed
assets_ from developers totaling $395,100 in water and sewei main extensions and $6,000 for the
Search and Rescue building accrual. Income before developer contributions was $1,dgg,906.

t%$6.48t%$26.62t%$2.70*t%$ 16,7320t7-2018*
7%$6.427%$26.354o/o$2.67*4%$ 16.572016-2017*

1%$6.00t%$24.63t%$2.s71%$ 15.932015-2016

t%$s.94t%$24.39t%$2.s4t%$ts.772014-2015

t%$5.88t%$24.1st%$2.51t%$15.612013-2014

0%$5.820%$23.910%s2.490%$ 15.462012-2013

0%$5,820%$23.910%$2.4e0%$rs.4620lt-20t2
0%$5.820%$23.910%s2.490%$15.4620010-2011

21.00%$s.82332%$23.912.89%s2.493.83%s15.462009-2010

24.94%$4.814.49%$23.032.98%s2.424.49%$14.892008-2009

0%$3.850%$22.040%$2.350%$t4.2s2007-2008*

0%$3.850o/o$22.040%$2.350%$t4.2s2006-2007

Growth
Rate

Sewer
Usage

Grovrth
Rate

Sewer
Base

Growth
Rate

Water
Usage

Growth
Rate

Water
Base

Rates Fiscal
Year
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Big Sky County Water & Sewer District
Management Discussion and Anatysis Fiscal Year 7/112016 - 6/30/2017

]he Operating Revenues were at 109.14% of budget and Operating Expenses were at 104.6g% of
budget. As a result, there was a$79,946 operating surplus. Adminlstrative expenses for general
administration were 108.22% of budget. The Administrative expenses were over budget in several
areas. The sections include insurance for both property and healih, administrative vehlcle costs,
computer hardware and software, and office building repair and maintenance. The additional costs
were unforeseen at the time the budget was adopted and the budget was not amended. The water
department administratiol ald sewer department administration came in at83.0l%of budget and
97.87% of budget respectively. The sewer operations expense was at ll4.4z%of budget. ihe water
operations expense was 101.65% of budget. The sewer and water department', op"rutirrg budget is
separated into seven categories: Vehicles, Operating Expenses, Repairs and Mainienance,
Professional Services, Miscellaneous, Asset Replacement & Depreciation and Special projects.

The sewer department operations were over budget in all categories except Asset Replacement &
Depreciation. In the Vehicles category repairs and maintenance for the heavy equipment vehicles
were the cause of the excess expense again this fiscal-year. The repairs r.."noi budgeted. In the
operating expense category power costs for the new Yellowstone Mountain Club(yc-) pump Station
were not budgeted, and chemicals were under budgeted. The Lab Fees were undei budgeted as well
because the in-house testing was not completed. ln the Repairs and Maintenance category the yC
Pump Station Maintenance, Pond Maintenance, Pond Blowers, lrigation Maintenance, Tools &
Tools Maintenance were all underbudgeted. The District will reexamine the Sewer Repairs and
Maintenance budget in the next fiscal year.

The water department operations were under budget or within the Districts budgetary tolerance level
in all categories except-special Projects and Assei Replacement & Depreciatiori rhe Special projects
category was used for the $10,000 payment to the Gallatin River Task Force. The Boarb upp.ou.d
the donation to facilitate the community engagement project that the Gallatin River Task Force was
developing. It was not in_the original budget. In the Assei Replacement & Depreciation category the
budget did not include all the water additions incurred in the hscal year. The subsequent budgeiwill
be amended accordingly.

T9?ll-:Operating Revenues were at 120.41% of budget and Non-Operating Expenses were at
95.99% of budget. The Tax receipts from both Gallatin and Madison iounty i.t. on target meeting
the budget projections. The Sewer Plant Investment Fee sub-category was budgetea at $Z5O,OO0
however, $505,543 was collected. The Water System Investment-Fei sub-cateiory was budgeted at
$0.00 howevet,$71,120 was collected. The Dishict budgeted $150,000 in aevitoper capital
contributions, however, $401,100 were received. Both the water and Sewer Debi Service Interest
costs were on budget or under budget. As result, Net Non-Operating Revenues were $1,g0g,960.

State Revolving Fund Debt

The District has a total of five State Revolving Fund Loans remaining with an outstanding balance at
fiscal year-end of $9,214,000 including the current portion of the long-term debt. The District
services the debt through bi-annual payments. The main source for debt service is the ad-valorem tax
established each year based on the actual debt service payments made each January l, and July 1.
The District reassesses debt service funding alternatives in ,u.ry budget cycle.

Conclusion

The Districts current financial position is stable. There are no significant facts, decisions or
conditions that are expected to have a significant effect on the financial position of the District or
results of water and sewer operations.
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BIG SI(Y COUNTY WATER AND SEWER DISTRICT NO. 363
STATEMENTS OF NET POSITION

JUNE 30,2017 AND 2016

20t7
Assets

2016

Current Assets
Cash and cash equivalents
Investments
Accounts receivable, net
Prepaid expenses
Water meter inventory

Total Current Assets

Noncurrent Assets
Restricted cash and cash equivalents:

Debt service fund
Pension defened inflows

$ 14,994,946
1,672

664,647
7,095

17t.698

$ 12,939,576
1,659

610,505
9,406

49.432

15.729.9s8 13.510.577

Capital assets, net of accumulated depreciation, where applicable:
Nondepreciable
Depreciable buildings and infrastructure, net

663.980

l,l 13,906
41.4s6.t18
42.569.924

Total Assets $l8p03-862

See accompanying independent auditors'report and notes to audited financial statements

593,909
70.072

588,305
70.264

658.s69

1,107,906
41.596.316
42.704.122

Ls5.EU32gS_
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BIG SKY COUNTY WATER A}[D SEWER DISTRICT NO.363
STATEMENTS OF NET POSITION

JUNE 30,2017 AND2016

2017
Liabilities and Net Position

2016

Current Liabilities
Accounts payable and accrued expenses
Performance bonds and retainage payable
Water reserve payable
Current portion of long-term debt

Total Current Liabilities

Long-Term Liabilities
Compensated absences payable
Net pension liability
General obligation bonds

Total Long-Term Liabilities

Total Liabilities

Deferred Pension Outllows

Net Position
Net invested in capital assets
Unrestricted
Restricted for debt service

$ $197,272
1,949,692

26,799
1,1s6.000

300,537
937,901
31,652

1.129.000

3.318.742 2.399.090

123,033
247,ll7

8.058.000

123,761
192,794

9.214.000

8.428.1s0 9.530.54s

tl.746.892 It.929.63s

818 17.487

27,695,079
18,937,166

593.908

29,864,546
14,473,295

588-30-5

Total Net Position 47.216.152 44.926.146

Total Liabilities and Net position $l!961!62- $ 56.873.268

See accompanying independent auditors'report and notes to audited financial statements
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r' BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEARS EI\DED JUNE 30,2017 AND 2016

20t7 2016
Operating Revenue

Sewer services
Water services
Pension grant revenue

Total operating revenue

Operating Expenses:

General and Administrative:
Advertising
Dues and subscriptions
Education expenses
Insurance
Janitorial and carpet services
Meetings
Miscellaneous
Offrce building repair and maintenance
Office supplies and expense
Payroll taxes and benefits
Professional fees

Salaries
Telephone and computer maintenance
Utilities
Vehicle expense

$ 1,619,154
1,359,601

630

2.978.38s

$ 1,418,459
1,290,220

4-t74

2.703.4s2

l,g2l
4,929

134,396
1,014
5,534
3,ggg
3,lgg

26,092
79,246
30,933

242,503
15,096
3,710
4.722

1,432
l,6g9
5,174

725,ggg
1,512
2,454
2,ggg
1,316

19,831
47,294
40,942

239,134
ll,3g2
4,517
2.592

Total general and administrative 557.052

See accompanying independent auditors'report and notes to audited financial statements
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BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
STATEMENTS OF'REVENUES, EXPENSES AND CHANGES IN NET POSITION

(coNTTNUED)
F'OR THE YEARS ENDED JUNE 30,2OI7 AND 2016

2017 20t6
Operating Expenses (continued):

Sewer General and Administrative:
Salaries and wages
Workers' compensation insurance
Payroll taxes and benefits
Dues and subscriptions
Telephone
Office supplies
Education expense

Total sewer general and administrative

Sewer Plant Expense:
Chemicals
Depreciation expense
Engineering
Fuel - equipment and vehicles
Lab testing equipment
Maintenance and repairs - building and grounds
Miscellaneous
Safety equipment
Sewer repairs and maintenance
Treatment plant repairs and maintenance
Electric and utilities
Travel and vehicle expense
Waste water monitoring

Total sewer plant expense

$ $142,465
45,993
23,963

555
5,515

306
2.387

137,967
41,936
22,905

453
5,810

325
1.090

221.084 210.386

65,737
674,113

5,370
7,576
2,036

49,597
5,916
3,51 I

62,726
23,494

211,390
14,393

7.192

56,559
632,917

2,020
7,937
2,492

24,393
2,149
1,419

73,121
41,509

155,376
16,814
8.758

1.354. r 0s 1.235.828

See accompanying independent auditors' report and notes to audited financial statements
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BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
STATEMENTS OF'REVENUES, EXPENSES A]\[D CHANGES IN NET POSITION

(coNTTNUED)
f,'oR THE YEARS ENDED JUM 30,2017 AI\D 2016

2017 2016
Operating Expenses (continued):

Water General and Administrative:
Salaries and wages
Workers' compensation insurance
Payroll taxes and benefits
Dues and subscriptions
Telephone
Office supplies
Education expense
Public water supply fee

Water Plant Expense:
Depreciation expense
Fuel - equipment and vehicles
Lab testing equipment
Miscellaneous
Professional services
Repairs and maintenance
Safety equipment
Special projects
Electric and utilities
Travel and vehicle expense

$ $190,524
64,599
31,656

3,1 l0
7,857

992
1,346
3.864

183,447
49,242
30,050
2,135
6,820

105
1,490
3.864

Total water general and administrative 303.948 277 ls1

398,162
7,lgl
1,904
1,329
9,433

70,669
312

12,779
172,360
r0.197

353,792
6,472
4,990
l,0gg
6,367

l53,g l7
88

7,442
169,643

12.128

Total water plant expense 987.282 992.971

Total operating expenses 2.898.439 2.736.9ss

Operating fncome (Loss) 79.946

See accompanying independent auditors'report and notes to audited financial statements

r33 503)
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BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
STATEMENTS OF'REVENUES, EXPENSES AND CHAI\GES IN NET POSITION

(cONTTNUED)
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

2017 2016
Non-Operating Revenues and (Expenses)

Interest expense
Other nonoperating expense
Other nonoperating revenue
Interest income
Plant investrnent charges
Tax receipts for bond payments

Total non-operating revenues and (expenses)

f ncome before contributions

Contributed capital

Increase in net position

Net Position, Beginning of year

$ (211,176)

10,087
147,549
505,543

1.356.9s7
1.808.960

1,889,906

401.100

2,290,006

44.926.146

$ Q36,ttt)
(23,845)
14,l7g
62,955

l5l,4l0
1.335.962
1.304.4s0

1,270,947

1.549.492

2,920,439

42.105.707

Net position, end of year fi_!12!5_!s2 L_44,925.t46

See accompanying independent auditors'report and notes to audited financial statements
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BIG SI(Y COUNTY WATER AND SEWER DISTRICT NO.363
STATEMENTS OF'CASH FLOWS FOR THE YEARS ENDEI)

JUNE 30,2017 AND 2016

2017 2016
Cash Flows From Operating Activities

Receipts from customers
Pension grant revenue
Payments to suppliers
Paynents to employees

Net Cash Flows From Operating Activifies

Cash tr'lows From Capital and Retated Financing Activities
Principal paid on capital debt
Purchases of capital assets
Interest paid on capital debt
Taxes collected for bond payments
Other receipts (payments)

Net Cash Flows From Capital and Related
Financing Activities

Cash Flows f,'rom Investing Activities
Interest
Proceeds from performance bonds and fees

Net Cash Flows From Investing Activities

Net Increase in Cash

Cash and cash equivalents - beginning of year

Cash and cash equivalents - end ofyear
cash and cash equivalents as presented on the statement of net assets

Cash and cash equivalents
Restricted cash and cash equivalents

Reconciliation of Operating Income to Net Cash from
Operating Activities

Operating income (loss)
Adjustments to reconcile net income to net cash
from operating activities

Depreciation
(Increase) decrease in current assets

Accounts receivable
Prepaid expenses
lnventory
Other current assets

Increase (decrease) in current liabilities
Accounts payable and accrued expenses
Compensated absences payable
Water reserve payable

Net Cash Flows From Operating Activities

Noncash Capital and Related Financing Activities
Interest in building

$ 15.478.7s4 $ 13.427.S81

$ 79,946 $ (33,503)

1,072,275 986,709

$ 2,923,613
630

(1,3 16,963)
(J10.257\
897.t23

(1,129,000)
(536,991)

Qll,t76)
1,356,957

592,7sO

72.540

70,429
1.010.78r
1.081.210

2,050,973

13.427,881

$ 15.478.7s4

$ 14,884,946
593.908

(54,142)
2,311

(122,266)
192

(75,601)
(728)

u.864\

$ 2,696,292
$ 4,774

(1,024,739)
(660.687\

1.015.640

(1,105,000)
(1,144,061)

(236,111)
1,335,962

154.089

(995.121\

62,855
71-',777

134,628

155,147

13.272.734

$ 13.427.881

$ 12,939,576
588.30s

(2,386)
(166)

(12,149)
(31,t29)

I I l,gl3
7,651

fl 1.200)
$__g9zr23_ $ 1.015.640

$ 401.100 s 1.549.492

See accompanying independent auditors'report and notes to audited financial statements

- 15-



NOTE l. Summary of Significant Accounting policies

The financial statements of the Big Sky County Water and Sewer Dishict No. 363 (District) have been
prepared in conformity with accounting principles generally accepted in the United States of America as
applied to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting b9{v for establishing governmental accounting and financial reporting principles. The
more significant of the District's accounting policies are described below.

Entity
The District was created by resolution by the Board of County Commissioners of Gallatin County,
Montana, and Madison County, Montana, on August 3, lgg3, and August 4, lgg3, respectively. The
District was created for the purpose of constructing, repairing, operatiig, managing, maintainin!, and
acquiring a sanitary sewer facility on the West Fork or the Wist Gallatin nivei Gallatin Ciulty,
Montana. The District acquired Lone Mountain Springs Water District, as part of a settlement ugr""-"ni
reached with Boyne USA on July 25, 19.97. The,District is governed by a-Board of Directors eiected by
members of the District and establishes its own budget indefendent of any other government entity, so it
is therefore considered to be a primary govemment. fne aaiiy aflairs of the District are conducted under
the supervision of the District's general manager. The Districiserves approximately 2,700 customers.

Basis of Accountins
The term measurement focus is used to denote what is being measured and reported in the District's
operating statements' The District is accounted for on the flow of "economic r6sources" measurement
focus. The accounting objectives of this measurement focus are the determination of operating income,
changes in net assets (or cost recovery), financial position and cash flows. All assets and liabilities
(whether current or noncurent) associated with their activities are reported and equity is reported as net
assets.

The term basis of accounting is used to determine when a transaction or event is recognized on the
District's financial statements. The District uses the full accrual basis of accounting, irith ,ru*u",
recorded when earned and expenses recorded when incurred, even though actual payment or receipt may
not occur until after the period ends. Pursuant to GASB 62, Big Slcy County Water and Sewer District
No' 363 follows all GASB pronouncemenJs and may apply FASb pronouncements for accounting issues
not addressed by GASB literature, unless it conflicts or cbntradicts besg pronouncements.

Revenue Recogrrition
Revenues and expenses are distinguished between operating and nonoperating items. operating revenues
generally result from providing services in connection with the District's prlncipal ongoing Jperations.
The principal operating revenues of the District are water and wastewatef user charges. Revenue from
user charges and sales of services is recognized as the related service is provided. Refunds to customers
are charged to income in the period in which those refunds are paid. Operating expenses include the costs
associated with the conveyance of water and wastewater, treatment of wastewater, administrative
expenses' and depreciation ofcapital assets. All revenues and expenses not meeting these definitions are
reported as non-operating revenues and expenses.

BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND 2016
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BIG SKY COUNTY WATER Al\[D SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,20t7 AND 2016

NOTE 1. Summary of Significant Accounting policies (continued)

Water and Wastewater User Charges
Property owners are assessed sewer and water fees annually based on the number of single family
equivalent units. Most of the accounts have been converted to ; metering system. No allowance has been
made for uncollectible accounts because the District submits any delLquent accounts to the County
Treasurer for collection.

Use of Restricted/Unrestricted Net position
When an expense is incuned for purposes for which both restricted and unrestricted components of net
position are available, the District's policy is to apply the restricted component first.

Cash and Investments
The District is authorized by statute to invest in time and savings deposits with a bank, savings and loan
association, or credit union in the state. In addition, it may also invest in obligation. of th. United States
Government, securities issued by agencies of the United States, repurchasJagreements, and the State
Short-Term Investment Pool (STIP). To minimize custodial credit risk in relation to the District's
deposits, it is the District's policy to have uninsured deposits covered by collateral held by the pledging
bank's agent in the District's name. The District does not have a policy iegarding concentration of credit
risk in relation to its investments. For the purpose of the cash flow statemlnt, cash and cash equivalents
are considered to be cash on hand" deposits in demand accounts and money market accounts.

Restricted Cash
As of June 30, 2017 and' 2016, according to a bond resolution, cash in the amount of $593,90g and
$588,305 is restricted; this is the amount that has accumulated in the Debt Service Fund. This restriction
is for debt repayment.

lnventorv
Inventory is recorded at lower of cost (first-in, first-out) or market and consists primarily of operating
materials.

Caoital Assets
The District's capital assets are capitalaed at historical cost or estimated historical cost. Contributions of
capital assets are recorded at fair market value when received. Depreciation of capital assets is calculated
using the straightJine method with estimated usefur lives as follows:

Office building
Water and sewer system and equipment
Vehicles
Computer equipment and software

39 years

7-75 years
5 years

3-5 years

Maintenance and repair costs are expensed as incurred. Replacements, which improve or extend the life
ofa fixed asset, are capitalized. Proceeds received from government or other gruntorr, for the purchase or
construction of fixed assets, are credited to income. All interest costs associated with new construction
are capitalized.

-17-



BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND 2016

NOTE 1. Summary of Significant Accounting policies (continued)

Compensated Absences
Employees accrue vacation time at l0 hours per month (increasing to 12 hours per month after l0 years
of service and up to 16 hours per month after 21 years of service) and sick leave at 8 hours per mtnth.
Upon termination, unused sick time is paid at 25%. Unused vacation may not be accrued beyond two
times the annual amount. Excess time must be used within 90 days of ihe next calendar year or be
forfeited.

Net Position
The District adopted the provisions of GASB Statement No. 63 Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position. Statement 63 p-rovides a new
net position format to report all assets, defened outflows of resources, liabilities, deferred inflows of
resources, and net position.

Invested in capital assets - consist of the historical cost of capital assets less accumulated
depreciation and less any debt that remains outstanding that was used to finance those
assets plus capital asset related deferred outflows of resources less capital asset related
deferred inflows ofresources related to those assets.

Restricted net position - consist of assets that are restricted as a result of external
constraints imposed by creditors (such as through debt covenants), grantors, contributors,
or laws or regulations of other govemments or constraints imposed by law through
constitutional provisions or enabling legislation.

Unrestricted net position - all other net position is reported in this category

Tax Revenue
Property tax levies are set by the Counties according to the rates approved by the voters and are based on
taxable values listed as of January I for all real property located in the bisfiict. Taxable values are
established by the Montana Department of Revenue basid on market values. A revaluation of all property
is required to be completed on a periodic basis. Taxable value is defined by Montana statute as a fixed
percentage of market value. Real property taxes and special assessments are generally billed in October
and are payable one half by November 30 and one half by May 31. After thesi dates, taxes and
assessments become delinquent and become a lien on the property. Personal properfy is assessed and
personal property taxes are billed throughout the year, with a significant portion g"nerutty billed in May,
June, and July' Personal property taxes are based on levies set during the prio-r eugust. These taxes
become delinquent 30 days after billing. Taxes and assessments that-become delin{uent are charged
interest at the rate of 5i6 of I o/o pet month from the time of delinquency until paid plus a penalty of irl".
Real properfy on which taxes and assessments remain delinquent and unpaid may be sold at tax sales. In
the case ofpersonal property, the property is seized and sold after the taxis become delinquent,

Budget
The Dishict is not legally required to adopt a budget; therefore management has decided not to present the
budget in the financial statements
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BIG SI(Y COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND 2016

NOTE 1. Summary of Significant Accounting policies (continued)

Use of Estimates
The preparation of the basic financial statements in conformity with generally accepted accountingprinciples requires management to make estimates and assumptions that a-ffect ceiain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

Tax Exempt Status
The District is a municipal corporation and, therefore, is not liable for federal and state income taxespursuant to Internal Revenue Code 501(c)(l).

Recent Accountins pronouncements

In June 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for pensions - an
amendment of GASB statement No. 27 (GASB statemeni No. 68). The piimary objective of this
Statement is to improve accounting and financial 

leporting by state and local governments for pensions. It
also improves information grovided by other entities. rtJnistrict participates in the Montana Retirement
System that is administered by the State of Montana. under this siandari, the District will be required toreport a net pension_ liability, pension expense, and pension-related deferred inflows and outflows ofresources based on its proportionate share of the collective amounts for all the governments in theMontana Retirement System plan. The District received the amounts it was required to report on itsfinancial statements from the Montana Retirement System beginning in fiscal y"u, iOtl.

NOTE 2. Cash and Investments

As of June 30, 2017 and, 2016, tle carrying amount of the District's deposits (cash and interest-bearing
money market accounts) at local banks was $15,47g,554 and, $13,427,6g1, respectively. The bankbalance as of June 30,2017 and,2016 was $15,548,284 and$.|3,472,164, iespeitively. of the bank
balance, $750,000 was covered by federal deposiiory irr.rrun.. and the-remaining amount was covered
by collateral held by the pledging banks' agenti in the District's name.

At June 30, 2017 and 2016, the District's only investment was in the Montana Short-Term Investment
Pool (STIP)' STIP was created by the State of Montana Board of Investments to allow quali$ing funds,per sections 17-6'20 l, 202 and 204, MCA, to participate in a diversified pool. rhe carrying amount ofthis investment as of June 30,2017 and2016 was $t,ozz and $1,658, resjectively. At the time that thisreport was issued, the following information was available regarding this investment:

GASB 31

According to GASB Statement No. 31, Accounting and Financial Reporting for certain Investments andExternal Investment Pools, STIP is considered anixternal investment pool. An external investment pool
is defined.as an arrangement that pools the monies of more than one tegatty sepurateentity and invests on
the participant's behalf in an investment portfolio. STIP is also classifii d is a1,2u7--l*";;ioot. A 2a1-ykepool is an extemal investment pool that is not registered with the Security and nxcharige Commission(SEc) as an investment company, but has a policy that it will, and does, operate in a malnner consistentwith the sEC's Rule 2a7 of the Investment company Act of 1940. rf certain conditions are met, 2al-ltkepools are allowed to use amortized cost rather that iair market value to report net assets and to compute
unit values' The Board of Investments has adopted a policy to treat STIp as a 2al-hkepooi ana to utilize
an amortized cost unit value rather than fair vaiue to repori net assets.
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BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND 2016

NOTE 2. Cash and fnvestments (continued)

GASB 40

NOTE 3. Restriction of Net position

Net position is restricted as follows:
Restricted for debt service

2017 2016

$ sgt.qos $ 588.30s

Effective June 30, 2005, the State of Montana Board of Investments implemented the provisions ofGASB Statement No. 40 - Deposit and Investment Risk Disclosures. The annual report has disclosures
pertaining to STIP's exposure to credit risk, custodial credit risk, concentration of credit risk, interest raterisk' and legal and credit risk' Although the STIP investments have been rated by investment security
type, STIP, as an external investment pool, has not been rated.

Security Lendine
STIP is eligible to participate in securities lending. Securities lending transactions are disclosed in STIp's
annual report. A copy ofthe sTIp annual report ii available online ai
http : //investment. com/AnnualReportsAudits

NOTE 4. Capitat Assets

Capital assets not being
depreciated:

Land
Land easements

Total capital assets not being
depreciated

Capital assets being
depreciated:

Office building
Sewer infrastructure
Water ffiastructure

Total capital assets being
depreciated:

$ 6,000 $

6.000

226,039
707.952

933,990

(r.072.275\

Balance
June 30, 2016 Additions Disposals

Balance
June 30, 2017

$ l,049,6g9
58.1 l7

l. I 07-806

708,220
35,490,669
20.196.4s9

56,395,349

rL4.789.032\

46.2s4\

$ 1,055,699
58.1 17

1.1 l3-806

708,220
35,706,707
20.858. r s7

57,273,094

(15.816^966)

(46,254)

44.341Accumulated depreciation

Net depreciable capital assets 4t.s96.316 (138.285) 0.913) 41.456.118

sJ2e!r22 $-J1322!Q $-ltr2lA $ 42,559e_Total capital assets
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BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINAIICIAL STATEMENTS

JUNE 30,2017 AND 2016

NOTE 4. Capital Assets (continued)

Capital assets not being
depreciated:

Land
Land easements

Total capital assets not being
depreciated

Capital assets being
depreciated:

Office building
Sewer infrastructure
Water infrastrucfure

$ 6,000 $

6.000

1,416,922
1.271.047

2,697,969

1986.709)

Balance
June 30, 2015 Additions Disposals

Balance
June 30, 2016

$ 1,043,699
58.1 1 7

1.101.806

708,220
34,063,947
18.955.72s

53,727,792

(13.832.315)

(30.313)

$ l,049,6g9
58.1 1 7

1.107.806

709,220
35,490,669
20.196.459

56,385,349

i'14.789.032\

(30,313)

29.992

Total capital assets being
depreciated:

Accumulated depreciation

NOTE 5. Commitments and Contingencies

Risk Management

Net depreciable capital assets 39.895.477 1.701.160 B2t\ 41.596.316

Total capital assets LlgLeJe_ LJJ0?J00_ L (32D g_12,1grn

The District faces a considerable number of risks. of loss, including a) damage to and loss of property and
con-tents, b) employee torts, c) professional liability (i.e. errors anJ omission-s), d) environmental damage,
and e) wotkers' compensation (i.e., employee iqiuries). The District participates in a risk pool, whichprovides general liability insurance, auto liability insurance, crime/bond.ouirug., errors and omissions
lls-uran9e, and property insurance. This pool purchases commercial insurance to cover the members'risks; the District does not assume the liabiliiies of other entities. Workers' compensation insurance
coverage is provided through a commercial policy.

Yellowstone Mountain Club Agreement
On March 28, 2001, the District sigred an agreement with the Yellowstone Mountain Club and other
related entities owned by a developer for the sale of water, treatment of wastewater, and right to use landfor the storage and disposal of treated wastewater. The District shall have the right to dispose up to
160,000,000 gallons of treated wastewater per year on land owned by the developl in exchange for a
capital asset commitment of approximately $18 million. The developer will construct storate ponds and agolf course irrigation system totaling approximately $6.6 million.
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T BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND2016

NOTE 6. Long-TermDebt

General Obli gation Bonds
The Dishict has issued general obligation bonds which consist of the following at June 30:

2017
2%o 

-State 
Revolving Fund (DNRC Drinking Water

Rev-o^lving Loan Program) totaling $319,000, dateA Augustl, 2013, is a refinancing of Series 2002 bonds dated
September 24, 2002 for the purchase and installation of
water meters. Payable in 20 semi-annual installme,nts of
approximately $17,600 until July 1,2023. $ 215,000 $ 245,000

20t6

2.25% State of Montana General Obligation Bonds, Waste_
water Revolving Fund program totaling $3,739,000, dated
April29,2013, is a refinancing of Seriis 2002 bonds used
to finance construction of the water treatment plant. payable

11 -Z-t 
remaining semi-annual installments of ipproximately

$232,000 until July 1,2023.

2o/o 
-State 

Revolving Fund (DNRC Drinking Water
Revolving Loan Program) totaling $1,127,00b, dated
August 1,2013, is a refinancing of Series 2003 dated May
20, 2003 for the construction of a water tank. payabl e n ZiJ
semi-annual installments of approximately $6i,300 until
July 1,2023.

2.25% State Revolving Fund (DNRC Drinking Water
Revolving Loan Program) totaling $3,g67,000, dated
August l, 2013, is a refinancing of Series 2007 dated
August 17, 2007 for improvements to the District's water
system. Payable in ZB semi-annual installments of
approximately $161,500 until July 1,2027.

2.25% State Revolving Fund (DNRC Revolving Loan
Program) General Obligation Bond totaling $4,353,000,
dated April 29,2013, is a refmancing of Series 2002 bonds
used for the purpose of constructing a wastewater treatment
plant. Payable in 2l remaining semi-annual installments of
approximately $207,000 until July l, 2023 .

Total long-term debt

Less: Current portion

Long-term debt, net ofcurrent portion

2,417,000 2,759,000

758,000 866,000

2,914,000 3,212,000

3.010-000 3.261.000

9,214,000

(1.156.000)

10,343,000

fl.129.000)

a',
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NOTE 6. Long-Term Debt (continued)

General Oblieation Bonds (continued)

The general obligation bonds are to be repaid semi-annually through 2027 wrth a mill levy approved in
2004, District plant investment charges, and operating r.u*u, and reserves.

BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND 2016

Balance
June 30.2016 Additions Reductions

Balance
June 30. 2017

Amounts due
within One

Year

Bonds payable:
SRF Treatment Plan
SRF Water Meters
SRF Water Tank
GO Bonds Treatment Plant
Improvements

Total bonds payable

Compensated absences

Bonds payable:
SRF Treatment Plan
SRF Water Meters
SRF Water Tank
GO Bonds Treatment Plant
Improvements

Total bonds payable

Year
201 8

2019
2020
2021
2022
Thereafter

$ 3,2 r 2,000
245,000
866,000

2,7s9,000
3.261.000

$ 2,814,000
215,000
758,000

2,417,000
3.010.000

$ $ (398,000)
(30,000)

(l 08,000)
(342,000)
(251.000)

407,000
32,000

r 10,000
350,000
257.000

$

10,343,000

123,761

192.784

Balance
June 30, 2015

(728)

54_331

(I,r29,000) 9,214,000

123,033

247.n7

I, r 56,000

123,033

247.117
Net pension liability

Total long-temr liabilities $JE1gg.76t $___CI2!) $_.]!l2Xgggi $ 9.337.033 $ 1.279.033

Additions Reductions
Balance

June 30,2016

Amounts due
within One

Year

$ 3,60r,000
275,000
972,000

3,093,000
3.507-000

(38e,000)
(30,000)

(106,000)
(334,000)
(246.O00\

$ 3,212,000
245,000
866,000

2,759,000
3.261.000

398,000
30,000

108,000
342,000
251.000

$ $ $

Compensated absences 7,651

Net pension liabilify 37.6s6

Total longterm liabilities $-JugglJ-a- $--J.651 $410{.ggq $-JJ!!.761 gJ.zl2,lL
Debt service requirements at June 30, 2017, were as follows

I l,448,000

I16,110

155.128

(1,10s,000) 10,343,000

123,',t61

192.784

r,129,000

123,761

192.784

Princlpal Interest Total
$ 1, r 56,000

l, I 82,000
1,207,000
1,234,000
1,261,000
3.174.000

r98,503
172,703
146,337
I I 5,781
9r,8s6

147.530

$ 1,3s4,503
1,354,703
t,353,337
I,349,78t
1,3s2,8s6
3,321.930

$

$__qz4J_q_s 9^214 000
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BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,20t7 AND 2016

NOTE 6. Long-Term Debt (continued)

Sewer System General Obligation Bonds - Debt Restrictions
a) The District must establish a debt service firnd for money to be set aside to pay the debt of the Spp

loan.
b) Liability insurance must be carried.
c) All fund properties, buildings, equipment, and fixtures must be adequately insured with a reputable

carrier.
d) The District must maintain adequate accounting records.

Q The District may invest money in securities, which are fully and unconditionally guaranteed.
f) The Sewer Fund must be audited on an annual basis. The District was in .ornlliaorc with the bond

covenants at June 30,2017.

Compensated Absences Payable
Compensated absences payable, represent vested vacation and sick leave benefits earned by unployees
and payable upon termination, as well as additional salary-related charges payable by the City as the
employer.

Net Pension Liabili8 - Public Employees'Retirement System (pERS)
At June 30,2017 and2016, the District had a liability of g2a7,ln and $192,784, respectively, for its
proportionate share of the net pension liability. The net pension liability *ur-11.ur*"d as of iune 30,
2017 and2016, and the total pension liability used to calcuiate the net pension liability was determined by
an actuarial valuation as of July 1,2016, with update procedures to roil forward the total pension liability
to June 30, 2017. The District's proportion of the net pension liability was based on ttre employer\s
contributions received by PERS during the measurementperiod July l, 2015 through June 30, i017,
relative to the total employer contributions received from att of the PERS' participatirg employers. Ai
June 30, 2017 and2016,the District's proportion was 0.01450}Yo ando.OtiZgt l",respictivity.

NOTE 7. Employee Benefit Ptan

Public Emoloyees' Retirement System (pERS)
Plan Description
The PERS-Defined Benefit Retirement Plan (DBRP), administered by the Montana public Employee
Retirement Administration (MPERA), is a multiple-employer, cost-sharing plan established July l,'l;45,
and governed by Title 19, chapters 2 & 3, Montana Code Annotated GrnCa). This plan 

"ou..rih. 
Stut",

local governments, certain employees of the Montana University Systerq and school districts.

All new members are initially members of the PERS-DBRP and have a l2-month window during which
they may choose to remain in the PERS-DBRP or join the PERS-DCRP by filing an irrevocable election.
Members may not be members of both the defined contribution and definid Uenent retirement plans. All
new members from the universities also have a third option to join the university system's Montana
university System Retirement Program (MUS-RP). For members tirat choose to joinihe PERS-DCRp or
the MUS-RP, a percentage of the employer contributions will be used to puy do*o the liability of the
PERS-DBRP.
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BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 3O,2OI7 AND 2016

NOTE 7. Employee Benefit ptan (continued)

Plan Description (pontinued)

The PERS-DBRP provides retirement, disability, and death benefits to plan members and their
beneficiaries. Benefits are established by state law and can only be amended Uy ttre Legislature. Benefits
are based on eligibility, years of service, and highest average compensation. Membeirights are vested
after five years ofservice.

Summary of Benefits
Members are eligible for benefits:

Service retirement Hired prior to July l,20ll Age 60, 5 years of membership service; or
Age 65, regardless of membership service; or
Any age, 30 years of membership service

Age 65, 5 years of membership service; or
Age 7 0, regardless of membership service

Age 50, 5 years ofmembership service; or
Any age,25 years ofmembership service

Age 55, 5 years of membership service

Vesting Age 55, 5 years of membership service

A member's highest average compensation (HAC) is:

lired prior to July l, 20ll - the highest average compensation during any consecutive 36 months;
Hired on or after July l, 20ll - the highest average compensation auiing any consecutive 60 months;
Hired on or after July 1, 2013 - 110% annual cap on compensation coisidered as part of a member,s
highest compensation.

The monthly benefit formula is:
Members hired prior to July l, Z0lI :

Less than 25 years of membership service: 1.785% of HAC per year of service credit;
25 years of membership service or more: 2%o of HACper year of service credit.

Mernbers hired on or after July I , 201 I :
Less than I 0 years of membership service: I .5%o of HAC p€r year of service credit;
l0 years or more, but less than 30 years of membership service: 1.785%of HAC per year of
service credit;
30 years or more of membership service: 2%o of HACper year of service credit.

The guaranteed annual benefit adjustment (GABA)* is:
3o/o for members hired prior to July I ,2007;
1.SYo for members hired on or after July I ,2007.
Members hired on or after July 1, 2013:

LSVo for each year PERS is funded at or above 90o/o:
1.5% is reduced by 0.1% for each 2% PERS is funded below 90%; and 0% whenever
the amortization period is 40 years or more.

Early retirement,
actuarially reduced

Hired on or after July l, 20l l

Hired prior to July l, 2011

Hired on or after July l, 20l l

-25-



r-

BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND 2016

NOTE 7. Employee Benefit plan (continued)
Public Employees'Retirement System (pERS) - continued
Plan Description - Summary of Benefits - continued

After the member has completed 12 full months of retirement, the member's benefit increases by the
applicable percentage (provided below) each January inclusive of other adjustments to the member,s
benefit. Total number of members (employees) correred by benefit terms as ofiune 30,2016:

Active plan munbers: 28,390
Inactive members entitled to but not yet receiving benefits or a refund:

Vested: 3,062A.{on-Vested: I 0,03 I
Inactive members and beneficiaries currently receiving benefits:

Service retirements: 18,524 Disability retirements: 723
Survivor benefits: 2,096

Overview of Contributions
o Rates are specified by state law for periodic employer and employee contributions. The State

legislature has the authority to establish and amend contribution rates to the plan.o Member contributions to the system:
o Plan mernbers are required to contribute 7.90% of member's compensation. Contributions

are deducted from each member's salary and remitted by participating employers.o The 7.90% member contributions is temporary and will be decreased to 6.90/o on January I
following actuary valuation results that show the amortization period has dropped below 25
years following the reduction of both the additional employer and additional member
contribution rates.

o Employer contributions to the system:
o State and University System employers are required to contribute 8.47% of members,

compensation.
r Local government entities are required to contributi on8.37o/oof members' compensation.r School district employers contributed 7.90%ofmembers' compensation.
r Following the 2013 Legislative Session, PERS-employer contributions were tenporarily

increased.

o Effective July 1, 2013, employer conhibutions increased 1.0%. Beginning JuIy 1,2014,
employer contributions will increase an additional 0.1 % a yeff over l0 years, tlrough
2024.The employer additional contributions including the}.2Tyoadded in 2007 and2009,
terminates on January I following actuary valuation results that show the amortization
period of the PERS-DBRP has dropped below 25 years and would remain below 25 years
following the reductions of both the additional employer and member contributions rates.r Effective July l, 2073, the additional employer contributions for DCRp and MUS-Rp is
allocated to the defined benefit plan's Plan Choice Rate unfunded liability.

r Effective July l, 2013, employers are required to make contributions on working retirees,
compensation' Member contributions for working retirees are not required.

-26-



f

BIG SI(Y COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND 2016

NOTE 7. Employee Benefit plan (continued)

Plan Description - Summary of Benefits - continued

a Non employer contributions:
. Special funding

r The State contributes 0.I 7o of members' compensation on behalf of local govemment
entities.

r The State contributes 0.37%o of members' compensation on behalf of school district
entities.

o Not special funding
o The State contributes from the Coal Tax Severance fund.

The PERS financial information is reported in the Public Ernployees'Retirement Board's Comprehensive
lnnual Financial Repo.{ for the fiscal year ended. It is availabl. to- the pERB ar 100 North parh pO
Box 200 I 3 1, Helena MT 59620-0 t3 l, 406-4M-31 54.

CAFR information including PERS stand alone financial statements can be found at
http:l/mpua.mt'gov/annualreports. The latest actuarial valuation and experience study can be found at
http I / mp u a. mt. gov/actuari alvaluati ons.

Actuarial Assumotions
The Total Pension Liability as of June 30,2017, is based on the results of an actuarial valuation date of
June 30, 2016' There were several significant assumptions and other inputs used to measwe the Total
Pension Liability' The actuarial assumptions used in the June 30, 2016, valuation were based on the
results ofthe last actuarial experiurce study, dated June 2010 for the six year period July 1,2003, to June
30,2009. Among those assumptions were the following:

General wage growth* 4.006/o
*includes inflation at 3.00%
Merit increases 0%o to 6.0%
Investment return 7.75%
Post retirement benefit increases 3o/o for members hired prior to July l, 2007

l.5Yo for members hired on or after July l, 2007
After the member has completed 12 full months of retirement, the member's benefii increases by the
applicable percentage (provided below) each January, inclusive of other adjustments to the member,s
benefit.

Mortality assumptions among contributing members, terminated vested members, service retired members
and beneficiaries based on RP 2000 Combined Employee and Annuitant Mortality Tables projected to
2015 with scale AA.

Mortality assumptions among Disabled Retirees are based on Rp 2000 Combined Employee and
Annuitant Mortality Tables with no projections. No future mortality improvement is assumed.
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BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND 2016

NOTE 7. Employee Benefit Plan (continued)
Public Employees'Retirement System (pERS) - continued
Discount Rate

151.098247,117358,585

Big Sky County Water & Sewer
District proportion

$758.327.59s$t.397.897.179$2.1s5.260.677IERS Net Pension Liabilirv

1.0% lncrease
(-8.7s%)

Current Discount
Rate

1.0% Decrease
(-6.7s%\

The discount rate used to measure the Total Pension Liability was 7.75%o. The projection of cash flows
used to determine the discount rate assumed that contributions from participating plan members,
employers, and nonemployer contributing entities will be made based on the goardb iunding policy,
which establishes the contractually required rates under Montana Code Annotated. The State contributes
0.7 %o of salaries for local governments and 0.37Yo for school districts. ln addition, the State contributes
coal severance tax and interest money from the general fund, The interest is contributed monthly and the
severance tax is contributed quarterly. Based on those assumptions, the System's fiduciary nei position
was projected to be adequate to make all the projected future benefit payrnents of current plan members
through the year 2117. Therefore, the long-term expected rate of return on pension plan investments was
applied to all periods of projected benefit payments to determine the Total pinsion Liability. No
municipal bond rate was incorporated in the discount rate.

The long-term expected return on pension plan assets is reviewed as part ofthe regular experience study
prepared for the System. The most recent analysis, performed for thi period 

"ou"iing 
fiscal years 200i

through 2009, is outlined in a report dated June 201b, which is located on the MPERA website. Several
factors are considered in evaluating the long-term rate of return assumption including rates of return
adopted by similar public sector systems, and by using a building block method in which best-estimate
ranges ofexpected future real rates ofreturn (expected returns, net ofpension plan investment expense
and inflation) are developed by the investment consultant for each major asset class. These ranges were
combined to produce the long-term expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage and then adding i*peit"a infljation. The assumption is
intended to be a longterm assumption and is not expected to change absent a significant change in the
asset allocation, a change in the inflation assumption, or a fundamental change irithe market that alters
expected returns in future years. Best estimates are presented as the arithmetic real rates of return for
each major asset class included in the System's target asset allocation as of Jun e 30, 2016, is summarized
in the above table.

032%8.00%Real Estate
0.93%t2.00%Private Equifu
0.23%23.40%Fixed Income
l.t4%t8.00%_Foreign Equity
1.64%36.00o/oDomestic Equitv
0.t0%2.60%Cash Equivalents

Long-Term Expected Real
Rate of Return

Target Asset AllocationAsset Class
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BIG SI(Y COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND 2016

NOTE 7. Employee Benefit Plan (continued)
Public Employees'Retirement System (.pERS) - continued
Discount Rate - continued

In accordance with GASB 68 regarding the disclosure of the sensitivity of the Net pension Liability to
changes in the discount rate, the above table presents the Net Pension Liability calculated using the
discount rate of 7.75Yo, as well as what the Net Pension Liability would be if it were calculated urlng u
discount rate that is 1.00% lower (6.75%o) or 1.00% higher (8.75;/i than the current rate.

Net Pension Liability
In accordance with GASB Statement 68, Accounting and Financial Reporting for Pensions, employers are
required to recognize and report certain amounts associated wittr their participation in the public
Employees'Retirement System (PERS). Statement 68 became effective June 30, 2015, and, includes
requirements to record and report their proportionate share of the collective Net Pension Liability,
Pension Expense, Defened Inflows and Defened Outflows of resources associated with pensions.

ln accordance with Statement 68, PERS has a special funding situation in which the State of Montana is
legally responsible for making contributions directly to PERS on behalf of the employers. Due to the
existence of this special funding situation, local govemments and school districts are required to report
the portion of the State of Montana's proportionate share of the collective Net Pension iiuUilty ttrat is
associated with the employer.

The State of Montana also has a funding situation that is not Special Funding whereby the State General
Fund provides contributions from the Coal Severance Tax and interest. Ali employers are required to
report the portion of Coal Tax Severance Tax and interest attributable to the employei.

At June 30,2017, the District recorded a liability for its proportionate share of the net pension liability.
The net pension liability was measured as of June 30, 2016, and, the total pension tiuUitity used io
calculate the net pension liability was determined by an actuarial valuation as of June 30, 2b16, with
update procedures to roll forward the TPL to 2017 . The District's proportion of the net pension liability
was based on the employer's contributions received by PERS during the measurement period July i,
2015, through June 30, 2016, relative to the total employer contributions received from aliof the pdRS'
participating employers. At June 30,2017, the District's proportion was .0145%.

Changes in actuarial assumption and methods: There were no changes in assumption or other inputs that
affected the measurement of the Total pension Liability.

Changes in benefit terms: There have been no changes in benefit terms since the previous measurement
date.

14700 %$ 250.136$ 195.152Total
0.0002003.0192.368

State of Montana Proportionate
Share associated with District

0.014500 %$ 247.117$ 192.784District Proportionate Share

Percent of Collective
NPL

Net Pension Liabilify
as of 6/30117

Net Pension Liability
as of 6130116
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BIG SI(Y COUNTY WATER A1\[I} SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND 2016

NOTE 7. Employee Benefit Plan (continued)
Public Employees'Retirement System (pERS) - continued
Net Pension Liabili8 - continued

Changes in proportionate share: There were no changes betwee,n the measurement date of the collective
Net Pension Liability and the Dishict's reporting date tat are expected to have a significant effect on the
District's proportionate share of the collective NpL.

Pension Expense

At June 30, 2017 , the District recognized a pension Expense of $ 14, I 73 for its proportionate share of the
FllRs' Pension Expense. The District also recognized grant revenue of $630 in 2017 for the support
provided by the State of Montana for its proportionate share of the Pension Expense that is associated
with the District.

Recognition of Beginning Deferred Outflow
At June 30,2017, the District recognized a beginning defened outflow of resources for the District's year
ended June 30,2016, contributions of $26,679.

Deferred Inflows and Outflows
At June 30,2017, the District reported its proportionate share of PERS'deferred outflows of resources
and deferred inllows of resources related to pERS from the following sources:

# Amounts reported as deferred outflows of resources related to pensions resulting from the District's
contributions subsequent to the measurement date will be recognizid as a reduction of the Net pension
Liability in the year ended June 30, 2017. Other amounts reported as deferred outflows and inflows of
resources related to pensions will be recognized in pension Expense as follows:

$ 2s.163$ 14.335Total
147129State of associated with

$ 25.0t6$ 14.206District's Share

Pension Expense
as of 6/30/17

Pension Expense
as of 6/30116

$ 818$ 70.072Total
45,490

Changes in proportion differences between District
and contributions and proportionate share of

23.249

Difference between projected and actual earnings on
pg4sion plan investments

$ 818$ 1.333Differences between actual and expected experience

Deferred Inflows of
Resources

Defened Outflows of
Resources
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BIG SKY COUNTY WATER AND SEWER DISTRICT NO. 363
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2017 AND 2016

NOTE 7. Employee Benefit plan (continued)
Public Employees'Retirement System (pERS) - continued
Deferred Inflows and Outflows - continued

N/AThereafter
2022
2021

02

I ll2019
I I2018

Amount recognized in Pension Expense as an increase or (decrease)
to Pension

Year ended
June 30:

Deferred Compensation Plan
In February 2009, the District entered into an agreement with the Montana Public Employees' Retirement
lgard to allow its employees to participate in the State of Montana 457 Deferred bompensation plan
(Plan). The Plan is sponsored by the Montana Public Employees' Retirement Board and is authorized by
Internal Revenue Code Section 457(b) and is subject tL specific Internal Revenue Service laws and
requirements' During the 2017 and 2016 calendar years, the maximum contribution that a participant
could make to the Plan was $17,500. The District contributes 6.2% of each participant's wagis. During
the fiscal year ended June 30, 2017, the District contributed $52,725 to ttre plan and-employeei
contributed $48,312.

NOTE 8. Subsequent Events

Management has evaluated subsequent events tlrough Decernber 1g,2017, the date on which the
frrancial statements were available to be issued.

-31-



.%,ICCS
ACCOUNTING
AUDIT
TAX
EMPLOYEE BENEFITS
SPECIALIZED SERVICES

INDEPENDENT AUDITORS' REPORT

Board of Directors and Management
Big Slcy County Water and Sewer District No. 363
Big Sky, Montana

Report on the Financial Statements
We have audited the accompanying financial statements of Big Sky County Water and Sewer District
No. 363, which comprise the statements of net position as of June 30, 2017 and 2016, and the related
statements of revenues, expenses and changes in net position and cash flows for the years then ended,
and the related notes to the financial statements.

Management's Responsibility for the Financi4l Statements
Management is responsible for the preparation and fair presentation of these fmancial 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
erTor.

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

An audit involves performing procedures to obtain audit evidence about amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
eror. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation ofthe financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting principles 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 opmlon.

I

35 Three Mile Dr, Suite 101 / Kalispell, MT 59901

Office: (406) 755-3681 / Fax: (406) 755-6661 / jccscpa.com



Compliance and Other Matters

4f putt of obtaining reasonable assurance about whether Big Slcy County Water and Sewer District No.
363's financial statements are free from material misstatementj 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 firiancial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

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 Jn the effectiveness of the
entity's internal control or on compliance. This reporf is an integral part of an audit performed in
accordance ttnth Gove,rnment Auditing Standardi in considering th" entrty's internal control and
compliance. Accordingly, this communication is not suitable for any-other pu.por".

funkermier, Clark, Campanella, Stevens, p,C,

Kalispell, Montana
December 19,2017

Board of Directors and Management
Big Sky County Water and Sewer District No. 363
Page2
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BIG SKY COUNTY WATER AI\D SEWER DISTRICT NO. 363
SCHEDULE OT' F'INDINGS AND RESPONSES

JUNE 30,2017

r.

CURRENT YEAR COMMENTS:

No findings are reported in the current year audit.

PRIOR YEAR COMMENTS:

None.

I
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