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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Northeast South Dakota Economic Corporation

dba GROW South Dakota
Sisseton, South Dakota

Report on the Financial Statements

We have audited the accompanying financial statements of Northeast South Dakota Economic 
Corporation dba GROW South Dakota (a nonprofit organization, hereafter referred to as 
NESDEC), which comprise the statement of financial position as of September 30, 2019, and the 
related statements of activities, functional expenses, and cash flows for the year then ended, and 
the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
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 the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of NESDEC as of September 30, 2019, and the changes in its net assets 
and its cash flows for the year then ended in accordance with accounting principles generally 
accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited NESDEC’s 2018 financial statements, and we expressed an 
unmodified audit opinion on those audited financial statements in our report dated December 21,
2018. In our opinion, the summarized comparative information presented herein as of and for the 
year ended September 30, 2018, is consistent, in all material respects, with the audited financial 
statements from which it has been derived.

Other Matters

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a 
whole. The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. 
Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards, is presented for purposes of additional 
analysis and is not a required part of the financial statements.  Such information is the 
responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements.  The information has been 
subjected to the auditing procedures applied in the audit of the of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the 
financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America.  In our opinion, the information is 
fairly stated, in all material respects, in relation to the financial statements as a whole. 
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated 
December 27, 2019, on our consideration of NESDEC’s internal control over financial reporting 
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters. The purpose of that report is solely to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on the effectiveness of NESDEC’s internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance 
with Government Auditing Standards in considering NESDEC’s internal control over financial 
reporting and compliance.

Yankton, South Dakota
December 27, 2019
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NORTHEAST SOUTH DAKOTA ECONOMIC CORPORATION
dba GROW South Dakota

STATEMENT OF FINANCIAL POSITION
SEPTEMBER 30, 2019

WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2018

2019
Without Donor With Donor

Restrictions Restrictions Total 2018

ASSETS

CURRENT ASSETS:
   Cash and cash equivalents 1,859,684$   1,844,497$     3,704,181$     4,621,950$   
   Certificates of deposit 1,643,092     757,500          2,400,592       2,700,574     
   Accrued interest receivable 33,090          32,723            65,813            69,575          
   Other receivables -                -                  -                  22,332          
   Due from other governments -                23,720            23,720            15,266          
   Current portion of notes receivable, net of allowance for
     loan losses of $145,462 in 2019 and $116,206 in 2018 440,002        1,975,985       2,415,987       1,853,939     
        Total current assets 3,975,868     4,634,425       8,610,293       9,283,636     

LONG-TERM RECEIVABLES:
   Loan guarantees - certificates of deposit, less allowance
     for loan losses of $13,480 in 2019 and $15,140 in 2018 104,120        -                  104,120          120,460        
   Notes receivable, less allowance for loan losses of 
     $733,720 in 2019 and $759,149 in 2018 and less
     current maturities 6,319,436     7,777,930       14,097,366     13,973,177   
        Total long-term receivables 6,423,556     7,777,930       14,201,486     14,093,637   

OTHER ASSETS:
   Investments 1,875,757     -                  1,875,757       1,855,547     
   Property and equipment, net 748,346        -                  748,346          771,977        
        Total other assets 2,624,103     -                  2,624,103       2,627,524     

         TOTAL ASSETS 13,023,527$ 12,412,355$   25,435,882$   26,004,797$

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
   Current portion of long-term debt 500,000$      638,567$        1,138,567$     1,209,855$   
   Accounts payable -                1,320              1,320              2,700            
   Accrued expenses 1,591            -                  1,591              36,231          
   Accrued interest 9,715            27,561            37,276            37,592          
   Due to affiliate 36,404          35,022            71,426            60,556          
   Unearned revenue -                24,500            24,500            38,472          
   Other current liabilities -                27,066            27,066            27,066          
      Total current liabilities 547,710        754,036          1,301,746       1,412,472     

LONG-TERM DEBT
   Notes payable, less current maturities 3,122,268     5,178,927       8,301,195       9,107,456     

         TOTAL LIABILITIES 3,669,978     5,932,963       9,602,941       10,519,928   

NET ASSETS
   Net assets with donor restrictions -                6,479,392       6,479,392       6,219,895     
   Net assets without donor restrictions 9,353,549     -                  9,353,549       9,264,974     
         TOTAL NET ASSETS 9,353,549     6,479,392       15,832,941     15,484,869   

         TOTAL LIABILITIES AND NET ASSETS 13,023,527$ 12,412,355$   25,435,882$   26,004,797$

-$              -$                -$                

The accompanying notes are an integral part
of these financial statements.
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NORTHEAST SOUTH DAKOTA ECONOMIC CORPORATION
dba GROW South Dakota

STATEMENT OF ACTIVITIES
YEAR ENDED SEPTEMBER 30, 2019

WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2018

2019
Without Donor With Donor

Restrictions Restrictions Total 2018
REVENUE AND OTHER SUPPORT
       Interest income - notes receivable 275,219 444,244 719,463 743,146
       Grant income 5,000 293,796 298,796 1,436,620
       Interest income - checking and CD's 29,175 19,961 49,136 29,596
       Rent income 24,000 - 24,000 24,000
       Miscellaneous income 59,905 12,915 72,820 148,497
       Investment income 35,210 - 35,210 44,894

        Total revenue and other support 428,509 770,916 1,199,425 2,426,753

EXPENSES
PROGRAM SERVICES:
    Loan programs 538,524 - 538,524 541,141
    Regional programs 4,214 - 4,214 4,286
    Housing programs 22,210 - 22,210 182,033

564,948 - 564,948 727,460
SUPPORTING SERVICES:
    General and administrative 286,405 - 286,405 294,952

           Total Expenses 851,353 - 851,353 1,022,412

Reclassification of Net Assets:
Net assets released from restriction in satisfaction of
purpose restrictions 511,419 (511,419) - -

Change in Net Assets 88,575 259,497 348,072 1,404,341

Net Assets, Beginning of Year 9,264,974 6,219,895 15,484,869 14,080,528

Net Assets, End of Year 9,353,549$ 6,479,392$ 15,832,941$ 15,484,869$

The accompanying notes are an integral part
of these financial statements.
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NORTHEAST SOUTH DAKOTA ECONOMIC CORPORATION
dba GROW South Dakota

STATEMENT OF FUNCTIONAL EXPENSES 
YEAR ENDED SEPTEMBER 30, 2019

WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2018

Program Services
Program

Loan Regional Housing Services General and 2019 2018
Program Programs Programs Total Administrative Totals Totals

Salaries and  taxes 215,369$  -$ 1,012$  216,381$  191,704$  408,085$  337,538$  
Interest expense 140,321 - 20,000 160,321 - 160,321 156,487
Retirement 59,065 -  20 59,085 20,326 79,411 78,786
Employee benefits 21,191 -  37 21,228 18,504 39,732 49,033
Professional fees 7,933 -  -   7,933 18,335 26,268 20,414
Targeted program expense 1,000 4,200 20,865 26,065 - 26,065 133,999
Depreciation -  -   -  -   23,632 23,632 23,636
Travel and conferences 16,637 -  -   16,637 4,861 21,498 20,787
Bad debt expense 38,260 - (19,818) 18,442 - 18,442 97,909
Marketing 15,189 - - 15,189 - 15,189 10,783
Filing fee expense 7,836 - - 7,836 - 7,836 8,347
Office supplies 7,021 14 54                   7,089 635 7,724 10,656
Insurance 1,788 -  -   1,788 5,332 7,120 7,781
Education and training 2,498 -  -   2,498 2,597 5,095 10,390
Repairs and maintenance 4,472 -  -   4,472 479 4,951 12,722
Miscellaneous 3,944 -  40 3,984 - 3,984 5,150
Property taxes -  -   -  -   - - 1,334
Sale of asset (4,000) -  -   (4,000) - (4,000) 36,660

 Total expenses 538,524$  4,214$  22,210$  564,948$  286,405$  851,353$  1,022,412$  

The accompanying notes are an integral part
of these financial statements.
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NORTHEAST SOUTH DAKOTA ECONOMIC CORPORATION
dba GROW South Dakota

STATEMENT OF CASH FLOWS
YEAR ENDED SEPTEMBER 30, 2019

WITH COMPARATIVE TOTALS FOR SEPTEMBER 30, 2018

2019 2018

Cash Flows From Operating Activities
 Net increase in net assets 348,072$      1,404,341$   
 Adjustments to reconcile increase in net assets to net cash
 provided by (used in) operating activities:
 Depreciation 23,632 23,636
 Bad Debt Expense 18,442 97,909
 Unrealized (gain) loss on investment (20,210) 11,481

 Changes in operating assets and liabilities
 (Increase) decrease in:

 Interest receivable 3,762 (4,950)
 Other receivables 22,332 (16,015)
 Due from other governments (8,454) (2,991)

 Increase (decrease) in:
 Interest payable (316) (472)
 Unearned revenue (13,972) (564,482)
 Accounts payable and accrued expenses (25,150) 24,111

 Net cash provided by operating activities 348,138 972,568

Cash Flows From Investing Activities
 Net decrease (increase) in certificates of deposits 299,982 (7)
 Purchase of property and equipment - (17,939)
 Decrease in other real estate owned - 94,926
 Purchase of investments - (758,000)
 Net (increase) in notes receivable (704,679) (580,860)
 Net decrease in loan guarantee - certificates of deposit 16,340 26,625

 Net cash (used in) investing activities (388,357) (1,235,255)

Cash Flows From Financing Activities
 Proceeds received on notes payable 332,293 300,000
 Principal payments on notes payable (1,209,843) (420,912)

 Net cash (used in) financing activities (877,550) (120,912)

 (Decrease) in cash, cash equivalents
and Restricted Cash (917,769) (383,599)

 Cash, Cash Equivalents and Restricted Cash
 Beginning 4,621,950 5,005,549

 Ending 3,704,181$   4,621,950$   

Supplemental Disclosures
Cash payments for:

 Interest 160,637$      176,569$      

Reconciliation of Cash to the Balance Sheet
Cash and cash equivalents 1,859,684$   2,047,691$   
 Restricted cash 1,844,497 2,574,259

3,704,181$   4,621,950$   

The accompanying notes are an integral part
of these financial statements.
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Net Assets Without Donor Restrictions

Net Assets With Donor Restrictions – 
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Presentation of Financial Statements of Not-for-Profit Entities.
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dba GROW South Dakota

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED SEPTEMBER 30, 2019

Federal
Federal Grantor/Pass-Through Grantor CFDA Disbursements/
Program or Cluster Title Number Expenditures

U.S. Department of Health & Human Services
    Office of Community Services
    Direct Funding:
      Community Services Block Grant Discretionary Awards 93.570 13,485$

Total U.S. Department of Health & Human Services 13,485

U.S. DEPARTMENT OF TREASURY
    Direct Funding

Community Development Financial Institution Fund - Financial Assistance - Note 3 21.020 527,687

Total U.S. Department of Treasury 527,687

U.S. SMALL BUSINESS ADMINISTRATION
Direct Funding:

Microloan Program - Project Grant 59.046 50,491

Total U.S. Small Business Administration 50,491

U.S. DEPARTMENT OF AGRICULTURE - RURAL DEVELOPMENT
Direct Funding:

Intermediary Relending Program - Note 3 10.767 4,269,728
Rural Microentrepreneur Assistance Program - Project Grant 10.870 23,721

Total U.S. Department of Agriculture - Rural Development 4,293,449

Total Federal Funding 4,885,112$          

Note 1:  Basis of Presentation

Note 2:  Significant Accounting Policies

The Northeast South Dakota Economic Corporation has not elected to use the 10% de minimis cost rate. 

Federal
CFDA Outstanding

Note 3:  Federal Loan Programs Number Balance
The outstanding balances of federal loans at September 30, 2019 were as follows:

U.S. Department of Agriculture - Intermediary Relending Program 10.767 4,030,129$          
U.S. Department of Agriculture - Rural Microentrepreneur Assistance Program 10.870 341,011
U.S. Department of Treasury - Community Development Financial Institutions Program 21.020 1,722,268
U.S. Small Business Administration 59.046 446,353

6,539,761$          

This accompanying Schedule of Expenditures of Federal Awards (the schedule) includes the federal award activity of the Northeast South
Dakota Economic Corporation under programs of the federal government for the year ended September 30, 2019. The information in this
schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the schedule presents only a
selected portion of the operations of the Northeast South Dakota Economic Corporation, it is not intended to, and does not present the financial
position, changes in net assets, or cash flows of the organization. 

Expenditures reported on the schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost
principles contained in the Uniform Guidance wherein certain types of expenditures are not allowable or are limited as to reimbursement. 

NORTHEAST SOUTH DAKOTA ECONOMIC CORPORATION

See Independent Auditor's Report

- 33 -



INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIALREPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN 

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Northeast South Dakota Economic Corporation

dba GROW South Dakota
Sisseton, South Dakota

We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of Northeast South Dakota Economic Corporation dba GROW South Dakota (a 
nonprofit organization, hereafter referred to as NESDEC), which comprise the statement of 
financial position as of September 30, 2019, and the related statements of activities, functional 
expenses and cash flows for the year then ended, and the related notes to the financial statements, 
and have issued our report thereon dated December 27, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered NESDEC’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of NESDEC’s 
internal control. Accordingly, we do not express an opinion on the effectiveness of NESDEC’s 
internal control.
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A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether NESDEC’s financial statements are 
free from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct 
and material effect on the determination of financial statement amounts. However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, 
we do not express such an opinion. The results of our tests disclosed 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 on the effectiveness of 
the organization’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the organization’s 
internal control and compliance. Accordingly, this report is not suitable for any other purpose.

Yankton, South Dakota
December 27, 2019
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH 
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE

REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
Northeast South Dakota Economic Corporation

dba GROW South Dakota
Sisseton, South Dakota

Report on Compliance for Each Major Federal Program

We have audited Northeast South Dakota Economic Corporation dba GROW South Dakota’s (a
nonprofit organization, hereafter referred to as NESDEC) compliance with the types of compliance 
requirements described in the OMB Compliance Supplement that could have a direct and material 
effect on each of NESDEC’s major federal programs for the year ended September 30, 2019.
NESDEC’s major federal programs are identified in the summary of auditor’s results section of 
the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and 
conditions of its federal awards applicable to its federal programs.
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Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of NESDEC’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and the 
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program occurred. 
An audit includes examining, on a test basis, evidence about NESDEC’s compliance with those
requirements and performing such other procedures as we considered necessary in the 
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program. However, our audit does not provide a legal determination of NESDEC’s 
compliance.

Opinion on Each Major Federal Program

In our opinion, NESDEC complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major 
federal programs for the year ended September 30, 2019. 

Report on Internal Control Over Compliance

Management of NESDEC is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and 
performing our audit of compliance, we considered NESDEC’s internal control over compliance 
with the types of requirements that could have a direct and material effect on each major federal 
program to determine the auditing procedures that are appropriate in the circumstances for the 
purpose of expressing an opinion on compliance for each major federal program and to test and 
report on internal control over compliance in accordance with the Uniform Guidance, but not for 
the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of NESDEC’s internal control over 
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal program on a timely basis. A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than a material weakness in internal control 
over compliance, yet important enough to merit attention by those charged with governance.
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Our consideration of internal control over compliance was for the limited purpose described in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control 
over compliance that might be material weaknesses or significant deficiencies. We did not identify 
any deficiencies in internal control over compliance that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the 
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other 
purpose.

Yankton, South Dakota
December 27, 2019
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SECTION I - SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued: Unmodified

Internal Control over financial reporting:
Material weakness(es) identified? yes X no
Significant deficiency(ies) identified? yes X none reported

Noncompliance material to financial statements noted? yes X no

Federal Awards

Internal Control over major programs:
Material weakness(es) identified? yes X no
Significant deficiency(ies) identified? yes X none reported

Type of auditor's report issued on compliance
for major programs: Unmodified

Any audit findings disclosed that are required to be
reported in accordance with the Uniform Guidance 
2 CFR 200.516(a)? yes X no

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster

10.767 Intermediary Relending Program

Dollar threshold used to distinguish
between Type A and Type B Programs: $750,000

Auditee qualified as low-risk auditee? X yes no

NORTHEAST SOUTH DAKOTA ECONOMIC CORPORATION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED SEPTEMBER 30, 2019

dba GROW South Dakota
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