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INDEPENDENT AUDITORS' REPORT

To the Board of Supervisors
Aitkin County Soil and Water
Conservation District

Aitkin, Minnesota

We have audited the accompanying financial statements of the governmental activities and major fund of
Aitkin County Soil and Water Conservation District, Aitkin, Minnesota, as of and for the year ended
December 31, 2008, which collectively comprise the District’s basic financial statements as listed in the
Table of Contents. These financial statements are the responsibility of the District's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards 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 of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion the financial statements referred to above present fairly, in all material respects, the
financial position of governmental activities and major fund of Aitkin County Soil and Water
Conservation District, Aitkin, Minnesota, as of December 31, 2008, and the respective changes in
financial position thereof and the budgetary comparison for the General Fund for the year then ended, in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated March 13, 2009
on our consideration of the District's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

The Management’s Discussion and Analysis, which follows this report letter, is not a required part of the
basic financial statements, but is supplementary information required by accounting principals generally
accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no opinion
on 1t.

38 Minnesota Avenue South + Aitkin, Minnesota 56431 - 218-927-6111 - Fax 218-927-3200



Our audit was performed for the purpose of forming an opinion on the financial statements that
collectively comprise the District’s basic financial statements. The Individual Fund Statements and
Schedules, as listed in the Table of Contents, are presented for purposes of additional analysis and are not
a required part of the basic financial statements. The Individual Fund Statements and Schedules have
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

March 13, 2009



Aitkin County Soil & Water Conservation District
Aitkin, Minnesota

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Aitkin County Soil and Water Conservation Districts’ discussion and analysis
provides and overview of the District’s financial activities for the fiscal year ended
December 31, 2008. Since this information is designed to focus on the current year’s
activities, resulting changes, and currently known facts, it should be read in conjunction
with the other components of the District’s annual financial report.

The Statement of Net Assets and the Statement of Activities

One of the most important questions asked about the District’s finances is, “is the District
as a whole better or worse off as a result of the year’s activities?” The statement of Net
Assets and the Statement of Activities report information about the District as a whole
and about its activities in a way that helps answer this question. These statements include
all assets and liabilities using accrual basis of accounting, which is similar to the
accounting used by the most private-sector companies. All of the current year’s revenues
and expenses are taken into account regardless of when cash is received or paid.

These two statements report the District’s net assets and changes in them. You can think
of the District’s net assets- the difference between assets and liabilities- as one way to
measure the District’s financial health, or financial position. Over time, increases or
decreases in the District’s net assets are one indicator of whether its financial health is
improving or deteriorating. You will need to consider other nonfinancial factors,
however, such as the condition of District’s capital assets, to assess the overall health of
the District.

In the Statement of Net Assets and the Statement of Activities, the District presents
Governmental activities. All of the District’s basic services are reported here.
Appropriations from the county and state finance most activities.

Fund Financial Statements

The fund financial statements provide detailed information about the general fund - not
the District as a whole. The District presents only a general fund, which is a
governmental fund. All of the District’s basic services are reported in the general fund,
which focused on how money flows into and out of those funds and the balances left at
year-end that are available for spending. The fund is reported using an accounting method
called modified accrual accounting. This method measures cash and all other financial
assets that can be readily converted to cash. The general fund statements provide detailed
statements provide a detailed short-term view of the District’s general government
operations and the basic services it provides. Governmental fund information helps you
determine where there are more or fewer financial resources that can be spent in the near
future to finance the District’s programs. We describe the relationship (or differences)
between governmental activities (reported in the Statement of Net Assets and the
Statement of Activities) and governmental funds in a reconciliation included with the
financial statements.

-4 -



Aitkin County Soil & Water Conservation District
Aitkin, Minnesota

THE DISTRICT AS A WHOLE
The District’s combined net assets were lower, decreasing from $10,533 to $4,191, due
mainly to continued deficit spending.

Table 1
Net Assets

Governmental Activities 2008
Current and other assets 197,595
Capital assets 5,314
Total assets 202,909
Current liabilities 198,718
Long-term liabilities -
Total liabilities 198,718
Net assets 4,191
Invested in capital assets 5,314
Unrestricted (1,123)
Total net assets 4,191

Net assets of the District governmental activities, decreased by 60.21 percent ($4,191
compared to $10,533). Unrestricted net assets—the part of net assets that can be used to
finance day-to-day operations without constraints established by debt covenants, enabling
legislation, or other legal requirements- changed from a $8,319 surplus at December 31,
2007 to a $1,123 deficit at the end of this fiscal year.




Aitkin County Soil & Water Conservation District
Aitkin, Minnesota

TABLE 2
Changes in Net Assets
Governmental Activities
2008

Revenues
Program Revenues:
State Revenues 140,390
Federal Revenues -0-
County Revenues 173,685
Charges for Services 8,044
Other Program Revenues 40,863
General Revenues
Other General Revenues 1,489
Total Revenues 364,471
Expenditures
Conservation 369,688
Total expenses 369,688
Excess (deficiency) before

special items (5,217)
Special items-depreciation 1,125
Increase (decrease) in net assets (6,342)

Governmental Activities
The cost of all governmental activities this year was $370,813, including depreciation
expense on the capital assets of $1,125.

THE DISTRICT’S FUNDS

As the District completed the year, its general fund (as presented on the balance sheet)
reported a combined fund balance deficit of $1,125, which is below last year’s total of
$8,319. Included in this year’s total change in fund balance, is a deficit of $9,442. The
primary reasons for the General Fund’s deficit mirror the governmental activities
analysis.

General Fund Budgetary Highlights
Over the course of the year, the Board made no changes in the District’s budget.

The actual charges to appropriations (expenditures) were $30,147 over the final budget
amounts. All expenditure categories showed negative variances, with the exception of
supplies which were virtually even with the budget.

On the other hand, resources available for appropriation were $42,946 over the final
budget amounts. This variance was due in large part to the District receiving more
funding from State, county and miscellaneous sources than had been previously
budgeted.




Aitkin County Soil & Water Conservation District
Aitkin, Minnesota

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At December 31, 2008, the District had $9,411 invested in its capital assets. This amount
represents an increase from the prior year. The District purchased computer equipment
and related peripherals in 2008.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and
investors and creditors with a general overview of the District’s finances and to show the
District’s accountability for the money it receives. If you have questions about this report
or need additional financial information, contact the Office Administrator, Aitkin County
Soil and Water Conservation District, 130 Southgate Drive, Aitkin, Minnesota 56431.



AITKIN COUNTY SOIL AND WATER
CONSERVATION DISTRICT
Aitkin, Minnesota

STATEMENT OF NET ASSETS
As of December 31, 2008

Governmental
Activities
ASSETS
Cash and investments 197,595
Prepaid expenses -
197,595
Capital Assets
Furniture and equipment 9,496
Accumulated depreciation (4,182)
Net capital assets 5,314
Total Assets $ 202,909
LIABILITIES
Current Liabilities:
Due to other governmental units 3,261
Salaries and wages payable 10, 756
Accrued payroll tax liabilities 2,009
Sales tax payable 426
Deferred revenue 181,298
Deferred revenue - tree sales 968
Total Current Liabilities 198,718
NET ASSETS
Invested in capital assets 5,314
Unrestricted (1,123)
Total Net Assets 4,191
Total Liabilities and Net Assets $ 202,909

See notes to basic financial statements.
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AITKIN COUNTY SOIL AND WATER
CONSERVATION DISTRICT
Aitkin, Minnesota

STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2008

Net (Expense)
Revenue and
Changes in

Program Revenues Net Assets
Charges Operating Capital
for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Governmental Activities
Conservation $_370,813 $ 8,044 S 354,938 S - $ (7,831)
Total Governmental Activities $_.370,813 $___ 8,044 $_354,938 $ - (7,831)
General Revenues
Investment earnings 1,489
Total General Revenues 1,489
Change in Net Assets (6,342)
Net Assets - Beginning 10,533
Net Assets - Ending $ 4,191

See notes to basic financial statements.
- 9 _



AITKIN COUNTY SOIL AND WATER

CONSERVATION DISTRICT
Aitkin, Minnesota
BALANCE SHEET
GOVERNMENTAL FUNDS
As of December 31,

ASSETS
Cash and investments
Prepaid expenses

Total Assets

LIABILITIES AND FUND BALANCES

LIABILITIES
Due to other governmental units
Salaries and wages payable
Accrued payroll taxes liabilities
Sales tax payable
Deferred revenue
Deferred revenue - tree sales

Total Liabilities
FUND BALANCES
Unreserved
Undesignated

Total Fund Balances

Total Liabilities
and Fund Balances

_General

$ 197,595

$_197,595

$ 3,261
10, 756
2,009

426
181,298
968

198,718

(1,123)
(1,123)

$_197,595

See notes to basic financial statements.
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AITKIN COUNTY SOIL AND WATER
CONSERVATION DISTRICT
Aitkin, Minnesota

RECONCILIATION OF THE BALANCE SHEET TO THE
STATEMENT OF NET ASSETS
GOVERNMENTAL FUNDS
As of December 31, 2008

Total Fund Balances - Governmental Funds $ (1,123)

Amounts reported for governmental activities in the
Statement of Net Assets are different because:

Capital assets are included in net assets, but
are excluded from fund balances because they
do not represent financial resources.

Cost of capital assets 9,496
Accumulated depreciation (4,182)
Total Net Assets - Governmental Activities $ 4,191

See notes to basic financial statements.
_11_



AITKIN COUNTY SOIL AND WATER
CONSERVATION DISTRICT
Aitkin, Minnesota

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
For the year ended December 31, 2008

General
REVENUES

Intergovernmental
State sources $ 140,390
County sources 173,685
Charges for services 8,044
Investment earnings 1,489
Miscellaneous 40,863

Total Revenues

364,471

EXPENDITURES
Conservation
Current 369,518
Capital outlay

4,395

Total Expenditures

373,913

Excess of Revenues Over/ (Under)
Expenditures (9,442)

Beginning Fund Balances

8,319

Ending Fund Balances S (1,123)

See notes to basic financial statements.
_12_



AITKIN COUNTY SOIL AND WATER
CONSERVATION DISTRICT
Aitkin, Minnesota

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE TO STATEMENT OF ACTIVITIES
GOVERNMENTAL FUNDS
For the year ended December 31, 2008

Total Net Change in Fund Balances - Governmental Funds S (9,442)

Amounts reported for governmental activities in the
Statement of Activities are different because:

Capital outlays are recorded as net assets and
the cost is allocated over their estimated
useful lives as depreciation expense. However,
fund balances are reduced for the full cost of
capital outlays at the time of purchase.

Capital outlays 4,395
Depreciation expense (1,295)
Change in Net Assets - Governmental Funds S (6,342)

See notes to basic financial statements.
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AITKIN COUNTY SOIL AND WATER
CONSERVATION DISTRICT
Aitkin, Minnesota

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
For the year ended December 31, 2008

Over
(Under)
Budgeted Amounts Final
Original Final Actual Budget
REVENUES
Intergovernmental
State sources $ 110,300 $ 110,300 $ 140,390 $ 30,090
County sources 166,765 166,765 173,685 6,920
Charges for services 9,460 9,460 8,044 (1,416)
Investment earnings 3,000 3,000 1,489 (1,511)
Miscellaneous 32,000 32,000 40,863 8,863
Total Revenues 321,525 321,525 364,471 42,946
EXPENDITURES
Conservation
Current 342,266 342,266 369,518 (27,252)
Capital outlay 1,500 1,500 4,395 (2,895)
Total Expenditures 343,766 343,766 373,913 (30,147)
Excess of Revenues Over/ (Under)
Expenditures S (22,241) $_ (22,241) (9,442) $_.12,799
Beginning Fund Balances 8,319
Ending Fund Balances $ (1,123)

See notes to basic financial statements.
_14_



AITKIN COUNTY SOIL AND WATER CONSERVATION DISTRICT
Aitkin, Minnesota

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The financial reporting policies of the Aitkin County Soil and Water Conservation District conform to
accounting principles generally accepted in the United State of America (GAAP), as applied to
governmental units. These statements are prepared in accordance with Government Accounting
Standards Board (GASB) Rule 34, which changes the way both the statement of condition and the
statement of revenues and expenses are reported.

A. Reporting Entity
The District is organized under provisions of Minnesota Statutes Chapter 103C and is governed by a
Board of Supervisors composed of five members nominated by voters of the District and elected to
four-year terms by the voters of the County.

The purpose of the District is to assist land occupiers in applying practices for the conservation of soil
and water resources. These practices are intended to control wind and water erosion, pollution of lakes
and streams, and damage to wetlands and wildlife habitats.

The Aitkin County Soil and Water Conservation District, in cooperation with the U.S. Department of
Agriculture Natural Resources Conservation Service and other agencies, provides technical and
financial assistance to individuals, groups, organizations, and governments in reducing costly waste of
soil and water resulting from soil erosion, sedimentation, pollution and improper land use.

Each fiscal year the District develops a work plan that is used as a guide in using resources effectively
to provide maximum conservation of all lands within its boundaries. The work plan includes
guidelines for employees and technicians to follow in order to achieve the District's objectives.

The District is not considered a part of Aitkin County because, even though the County provides a
significant amount of the District's revenue in the form of an appropriation, it does not retain any
control over the operations of the District.

Generally accepted accounting principles require that the financial reporting entity include the primary
government and component units for which the primary government in financially accountable. Under
these principles the District does not have any component units.

B. Basis of Presentation — Fund Accounting
The accounts of the Aitkin County Soil and Water Conservation District are organized on the basis of a
fund and two account groups, each of which is considered a separate accounting entity. The operations
of the fund are accounted for with a set of self-balancing accounts that comprise its assets, liabilities,
fund balance, revenues and expenditures.

1. Government Fund: General Fund
The General Fund is used to account for all revenues and expenditures incurred in operating the
District.

2. General Fixed Assets Account Group
This account group is used to record the District’s general fixed assets, which include furniture and
equipment.

- 15 —



AITKIN COUNTY SOIL AND WATER CONSERVATION DISTRICT
Aitkin, Minnesota

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Basis of Presentation — Fund Accounting (Continued)
3. General Long-Term Debt Account Group
This account group records earned but unpaid sick leave that has vested or is expected to vest.

C. Government-Wide Financial Statements
The government-wide financial statements (i.e. the Statement of Net Assets and the Statement of
Activities) report information on all the nonfiduciary activities of the District. The Statement of
Activities demonstrates the degree to which the direct expenses of a given function or segment are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function. The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Grants and similar items are recognized as soon as all eligibility requirements imposed by the provider
have been met.

Intergovernmental revenues are reported in conformity with the legal and contractual requirements of
the individual programs. Generally, grant revenues is recognized when the corresponding expenditure
is incurred. The District also receives an annual appropriation from the County, which is recognized as
revenue when received, unless it is received prior to the period to which it applies. In that case,
revenue recognition is then deferred until the appropriate period.

Investment earnings and revenue from sale of trees are recognized when earned. Agricultural
conservation fees and other revenues are recognized when they are received in cash because they
usually are not measurable until then.

Project expenditures represent costs that are funded from federal, state, or district revenues. State
project expenditures consist of grants to participants of the Cost-Share Program and other state
programs. District project expenditures are costs of materials and supplies in District projects.

Fund Financial Statements
The government reports the general fund as its only major governmental fund. The general fund
accounts for all financial resources of the government.

The District’s financial statements (general fund) are presented on the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are recognized when they
become susceptible to accrual, that is, both measurable and available. Available means collectible
within the current period or soon enough thereafter to be used to pay liabilities of the current period.
Revenue sources susceptible to accrual include intergovernmental revenues, charges, and interest.
Expenditures are recorded when the corresponding liabilities are incurred.

Intergovernmental revenues are reported in conformity with the legal and contractual requirements of
the individual programs. Generally, grant revenues are recognized when the corresponding
expenditures are incurred. If the District also receives an annual appropriation from the Countyj, it is
recognized as revenue when received, unless it is received prior to the period to which it applies. In
that case, revenue recognition is then deferred until the appropriate period.

- 16 -



AITKIN COUNTY SOIL AND WATER CONSERVATION DISTRICT
Aitkin, Minnesota

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Government-Wide Financial Statements (Continued)
Fund Financial Statements (Continued)
Investment earnings and revenues from the sale of trees are recognized when earned. Agricultural
conservation fees and other revenue are recognized when they are received in cash because they
usually are not measurable until then.

Project expenditures represent costs that are funded from federal, state, or district revenues. State
project expenditures consist of grants to participants of the cost-Share Program and other state
programs. District project expenditures are costs of materials and supplies in District projects.

In accordance with Governmental Accounting Standards Board Statement No. 33, Accounting and
Financial Reporting for Nonexchange Transactions, revenues for nonexchange transactions are
recognized based on the principal characteristics of the revenue. Exchange transactions are recognized
as revenue when the exchange occurs.

D. Budget Information
The District adopts an estimated revenue and expenditure budget for the General Fund. Comparisons
of estimated revenues and budgeted expenditures to actual are presented in the financial statements in
accordance with generally accepted accounting principles. Amendments to the original budget require
board approval. Appropriations lapse at year-end. The District does not use encumbrance accounting.

E. Assets, Liabilities and Fund Equity
Assets — Investments are stated at fair value, except for non-negotiable certificates of deposit, which
are on a cost basis, and short-term money market investments, which are stated at amortized cost.

Fixed assets are reported on a net (depreciated) basis. General fixed assets are valued at historical or
estimated historical cost.

Liabilities — Long-term liabilities, such as compensated absences, are accounted for in the General
Long-Term Debt Account Group.

Equity — Investment in general fixed assets represents the District’s equity in general fixed assets.

Reserved fund balance indicates the portion of fund equity that has been legally segregated for specific
purposes or is not appropriable for spending.

Unreserved, designated account indicates the portion of fund equity that the District has set aside for
planned expenditures.

Unreserved, undesignated fund balance account indicates the portion of fund balance that is available
for budgeting and spending in future periods.

- 17 -



AITKIN COUNTY SOIL AND WATER CONSERVATION DISTRICT
Aitkin, Minnesota

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
G. Vacation and Sick Leave
Under the District's personnel policies, employees are granted vacation leave in varying amounts based
on length of service. Vacation leave accrual varies from 4 to 18 days per year. Sick leave accrues at
12 days per year. The limit on vacation accumulation is 80 hours and for sick leave is 96 hours. All
employees who retire, or terminate employment due to illness or death, are entitled to receive pay for
all unused vacations time and up to 96 hours of unused sick leave.

2. EXCESS OF EXPENDITURES OVER BUDGET
During 2008, actual expenditures, $373,913, exceeded budgeted expenditures, $343,766, by $30,147.

3. DEPOSITS AND INVESTMENTS
Minnesota Statutes 118A.02 and 118A.04 authorize the District to deposit its cash and to invest in
certificates of deposit in financial institutions designated by the Board of Supervisors. At December 31,
2008, District deposits totaled $197,595 of which $197,595 was cash deposits and $-0- was invested in
certificates of deposit. Minnesota Statutes require that all District deposits be covered by insurance, surety
bond or collateral. At December 31, 2008 all funds on deposits at financial institutions were covered by
insurance or collateralized with securities held by the District or its agent in the District’s name.

4. CAPITAL ASSETS
Capital assets activity for the year ended December 31, 2008 is as follows:

Balance Balance

12-31-07 Additions Deletions 12-30-08
Vehicles $ - S - S - 8 -
Furniture and equipment 16,411 4,395 (11,310) 9,496
16,411 4,395 (11,310) 9,496
Accumulated depreciation (14,197) (1,295) 11,310 (4,182)
Net Capital Assets $ 2,214 $ 3,100 $ - 8 5,314

Depreciation expense for the year ended December 31, 2008 was $1,295.

5. PUBLIC EMPLOYEES RETIREMENT ASSOCIATION
Defined Benefit Pension Plans - Statewide
Plan Description - All full-time and certain part-time District employees are covered by defined benefit
plans administered by the Public Employees Retirement Association of Minnesota (PERA). PERA
administers the Public Employees Retirement Fund (PERF) which is a cost-sharing, multiple-employer

retirement plan. This plan is established and administered in accordance with Minnesota Statutes,
Chapters 353 and 356.

PERF members belong to either the Coordinated Plan or the Basic Plan. Coordinated Plan members are
covered by Social Security and Basic Plan members are not. All new members must participate in the
Coordinated Plan.

- 18 -



AITKIN COUNTY SOIL AND WATER CONSERVATION DISTRICT
Aitkin, Minnesota

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2008

5. PUBLIC EMPLOYEES RETIREMENT ASSOCIATION (Continued)
Defined Benefit Pension Plans — Statewide (Continued)
Plan Description (Continued)
PERA provides retirement benefits as well as disability benefits to members, and benefits to survivors
upon death of eligible members. Benefits are established by State Statute, and vest after three years of
credited service. The defined retirement benefits are based on a member's highest average salary for any
five successive years of allowable service, age, and years of credit at termination of service.

Two methods are used to compute benefits for PERA's Coordinated and Basic Plan members. The
retiring member receives the higher of step-rate benefit accrual formula (Method 1) or a level accrual
formula (Method 2). Under Method 1, the annuity accrual rate for Basic members is 2.2 percent of
average salary for each of the first 10 years of service and 2.7 percent for each remaining year. The
annuity accrual rate for a Coordinated Plan member is 1.2 percent of average salary for each of the first 10
years and 1.7 percent for each remaining year. Under Method 2, the annuity accrual rate is 2.7 percent of
average salary for Basic Plan members and 1.7 percent for Coordinated Plan members for each year of
service. For PERF members hired prior to July 1, 1989 whose annuity is calculated using Method 1, a
full annuity is available when age plus years of service equal 90. Normal retirement age is 65 for Basic
and Coordinated members hired prior to July 1, 1989. Normal retirement age is the age for unreduced
Social Security benefits capped at 66 for Coordinated members hired on or after July 1, 1989. A reduced
retirement annuity is also available to eligible members seeking early retirement.

There are different types of annuities available to members upon retirement. A single-life annuity is a
lifetime annuity that ceases upon death of the retiree--no survivor annuity is payable. There are also
various types of joint and survivor annuity options available which will be payable over joint lives.
Members may also leave their contributions in the fund upon termination of public service, in order to
qualify for a deferred annuity at retirement age. Refunds of contributions are available at any time to
members who leave public service, but before retirement benefits begin.

The benefit provisions stated in the previous paragraphs of this section are current provisions and apply to
active plan participants. Vested, terminated employees who are entitled to benefits but are not receiving
them yet are bound by the provisions in effect at the time they last terminated their public service.

PERA issues a public available financial report that includes financial statements and required
supplementary information for PERF. That report may be obtained on the internet at www.mnpera.org,
by writing to PERA at 60 Empire Drive #200, St. Paul, Minnesota, 55103-2088 or by calling 1-651-296-
7460 or 1-800-652-9026.

Funding Policy - Minnesota Statutes Chapter 353 sets the rates for employer and employee contributions.
These statutes are established and amended by the state legislature. The District makes annual
contributions to the pension plan equal to the amount required by state statutes. PERF Basic Plan
members and Coordinated Plan members were required to contribute 9.10% and 6.00%, respectively, of
their annual covered salary in 2008. The District is required to contribute the following percentages of
annual covered payroll: 11.78% for Basic Plan PERF members and 6.50% for Coordinated Plan PERF
members. Employer contribution rates for the Coordinated Plan will increase to 6.75% effective January
1, 2009. The District's contributions to the Public Employees Retirement Fund for the years ending
December 31, 2008, 2007 and 2006 were, $7,881, $6,867, and $6,629, respectively. The District's
contributions were equal to the contractually required contributions for each year as set by state statute.

- 19 -



AITKIN COUNTY SOIL AND WATER CONSERVATION DISTRICT
Aitkin, Minnesota

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2008

6. REQUIRED DISCL.OSURES
County Revenue - Following is a breakdown of revenues received from Aitkin County during the year
ended December 31, 2008:

Annual Allocation $ 91, 945
Wetland Money 37,220
Water Plan Money 44,520

Total $_ 173,685

Deferred Revenue - Deferred revenue represents advances from the Board of Water and Soil Resources
(BWSR) for the cost-share program and other grants and programs. Revenues will be recognized when
the related program expenditures are recorded. Deferred revenue for the year ended December 31, 2008,
consists of the following:

BWSR Service Grants $ -
BWSR Cost-Share Grants:
Unencumbered - current fiscal year 3,245
Unencumbered - prior fiscal years -
Encumbered funds:

05 CS-05-01 8,567

09 CS-09-01 4,500 13,067
County WCA funds -
County Water Plan -
Big Sandy Continuation Grant 92,781
Enhanced Water Planning 67,759
Mille Lacs Watershed

4,446

Total $_181,298

7. RISK MANAGEMENT
The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; employee health and dental coverage; and natural
disasters. Property and casualty liabilities and workers compensation are insured through the Minnesota
Counties Insurance Trust. The District is covered for errors and omissions through the Minnesota
Counties Insurance Trust. The District retains risk for the deductible portions of the insurance. The
amounts of these deductibles are considered immaterial to the basic financial statements.

The Minnesota Counties Insurance Trust is a public entity risk pool currently operated as a common risk
management and insurance program for its members.

There were no significant increases or reductions in insurance from the previous year or settlements in
excess of insurance for any of the past three fiscal years.

8. CONTINGENCIES
District management is aware of no existing, pending, or threatened legal action against the District at
December 31, 2008.

The District has received State grants for specific purposes that are subject to review and audit by the
respective agencies. Such audits or reviews could lead to requests for reimbursements for expenditures
disallowed under the terms of the grants and loans, however, District management is of the opinion that
any such reimbursements would be minor.



AITKIN COUNTY SOIL AND WATER
CONSERVATION DISTRICT
Aitkin, Minnesota

GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
For the Year Ended December 31, 2008

Variance
Favorable
Budget Actual (Unfavorable)
REVENUES
Intergovernmental
State sources $ 110,300 S 140,390 S 30,090
County sources 166,765 173,685 6,920
Charges for services 9,460 8,044 (1,410)
Investment earnings 3,000 1,489 (1,511)
Miscellaneous 32,000 40,863 8,863
Total Revenues 321,525 364,471 42,946
EXPENDITURES
District Operations
Personal services 189, 266 192,617 (3,351)
Other services and charges 31,300 35,815 (4,515)
Supplies 4,200 4,174 26
Capital outlay 1,500 4,395 (2,895)
Project Expenditures
District 14,200 28,275 (14,075)
State 103,300 108,637 (5,337)
Total Expenditures 343,766 373,913 (30,147)
Excess of Revenue Over/ (Under)
Expenditures (22,241) (9,442) 12,799
Beginning Fund Balance 8,319 8,319 -
Ending Fund Balance $_ (13,922) $ (1,123) $ 12,799
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Hugh Heinecke, CPA

Centified “Public Accountants

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Supervisors
Aitkin County Soil and Water
Conservation District

Aitkin, Minnesota

We have audited the financial statements of Aitkin County Soil and Water Conservation District, Aitkin,
Minnesota, as of and for the year ended December 31, 2008 and have issued our report thereon dated March
13, 2009. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District's internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing an opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
District’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 effects the entity’s ability to initiate, authorize, record, process, or report financial data reliably
in accordance with accounting principles generally accepted in the United States of America such that there
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control over financial reporting.

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 entity’s internal control.

Our 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 in internal control that might
be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that
are also considered to be material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

38 Minnesota Avenue South + Aitkin, Minnesota 56431 - 218-927-6111 - Fax 218-927-3200
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Compliance and Other Matters

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

This report is intended for the information and use of management, the Board of Directors, 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.

March 13, 2009
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE

To the Board of Supervisors
Aitkin County Soil and Water
Conservation District

Aitkin, Minnesota

We have audited the financial statements of Aitkin County Soil and Water Conservation District, Aitkin,
Minnesota, as of and for the year ended December 31, 2008 and have issued our report thereon dated
March 13, 2009.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America, the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States, and the provisions of the Minnesota Legal Compliance Audit
Guide for Local Government, promulgated by the State Auditor pursuant to Minnesota Statutes § 6.65.
Accordingly, the audit included such tests of the accounting records and such other auditing procedures as
we considered necessary in the circumstances.

The Minnesota Legal Compliance Audit Guide for Local Government covers six categories of compliance to

be tested: contracting and bidding, deposits and investments, conflicts of interest, public indebtedness, claims
and disbursements, and miscellaneous provisions. Our study included all of the listed categories, except that

we did not test for compliance in public indebtedness because the District is not allowed to issue debt.

The results of our tests indicate that for the items tested, the District complied with the material terms and
conditions of applicable legal provisions.

This report is intended for the information and use of the Board of Supervisors, Minnesota Board of Water

and Soil Resources, and Minnesota Office of the State Auditor and is not intended to be, and should not be,
used by anyone other than those specified parties.

March 13, 2009
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