MANAGEMENT’S DISCUSSION AND ANALYSIS
The Rice SWCD’s discussion and analysis provides an overview of the SWCD’s financial activities for the fiscal year ended 12/31/06.  Since this information is designed to focus on the current years activities, resulting changes, and currently known facts, it should be read in conjunction with the Rice SWCD’s financial statements.

USING THIS ANNUAL REPORT 
This annual report consists of two parts: management’s discussion and analysis and the basic financial statements.  The basic financial statements include a series of financial statements.  The Statement of Net Assets and the Statement of Activities provide information about the activities of the Rice SWCD as a whole and present a longer-term view of the Rice SWCD’s finances.  For governmental activities, these statements tell how these services were financed in the short term as well as what remains for future spending.  Fund financial statements also report the SWCD’s operations in more detail than the government-wide statements by providing information about the SWCD’s most significant funds.  Since SWCD’s are single-purpose special purpose governments they are generally able to combine the government-wide and fund financial statements into single presentations.  Rice SWCD has elected to present in this format.

The Statement of Net Assets and the Statement of Activities
One of the most important questions asked about the Rice SWCD’s finances is, “Is the SWCD, 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 SWCD 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 2006’s revenues and expenses are taken into account regardless of when cash is received or paid.

These two statements report the SWCD’s net assets and changes in them.  You can think of the SWCD’s net assets — the difference between assets and liabilities—as one way to measure the SWCD’s financial health, or financial position.  Over time, increases or decreases in the SWCD’s net assets are one indicator of whether its financial health is improving or deteriorating.

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

Reporting the  RICE SWCD’s General Fund 

Fund Financial Statements
The fund financial statements provide detailed information about the general fund—not the SWCD as a whole.   The SWCD presents only a general fund, which is a governmental fund.  All of the Rice SWCD’s basic services are reported in the general fund, which focuses 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 a detailed short-term view of the SWCD’s general government operations and the basic services it provides. 

Governmental fund information helps you determine whether there are more or fewer financial resources that can be spent in the near future to finance the SWCD’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.

THE RICE SWCD AS A WHOLE
The Rice SWCD’s combined net assets were higher, increasing from $87,579 to $141,735  in 2006.  Our analysis below focuses on the net assets (Table 1) and changes in net assets (Table 2) of the Rice SWCD’s governmental activities.

Table 1  -  Net Assets

Governmental  Activities           

   2005           2006
	Current and other assets
	274,179
	241,128

	Capital assets
	  42,488
	  34,474

	  Total assets
	316,667
	275,602

	Long-term debt outstanding
	  18,272
	  18,581

	Other liabilities
	210,816
	115,286

	  Total liabilities
	229,088
	133,867

	Net assets
	
	

	  Invested in capital assets,
	 42,488
	  34,474

	   net of debt
	
	

	  Restricted   (Net Assets)                                    
	 42,488
	  34,474

	  Unrestricted                  
	 45,091
	107,261

	Total net assets
	 87,579
	141,735 


Net assets of the Rice SWCD governmental activities INCREASED by $54,156.  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 $45,091 surplus on 12/31/05 to a $107,261 surplus at the end of this year.
This increase in unrestricted governmental net assets arose primarily because of the following factors:  

Tree sale prices were increased in 2006. The Great Plains no-till drill is bringing in more revenue (though deferred) than expenses.  Personnel Services were a great deal less than budgeted due to personnel turnover (2 Buffer Tech & 1 MPCA tech). And the other main reason for our profit is the NRCS Contribution Agreements (the CRP Re-enroll/Extensions amount was $34,968.) On the opposite end, medical insurance continues to climb, we are still paying for a 2005 Chevy Silverado  ($18,369.97) for the MPCA Stormwater Technician position, and we completed and paid out more state cost-share projects than expected.

TABLE 2   -  Changes in Net Assets



     Governmental Activities          

	
	2005
	2006

	Revenues
	
	

	Program revenues:  County
	 188,095.95
	 200,016.29

	  Charges for service
	   45,279.20
	   47,540.72

	  Federal grants
	   12,758.02
	   45,653.03

	  State grants and entitlements
	 260,085.28
	297,742.49

	General revenues
	
	

	  
	
	

	  Other taxes
	
	

	  Federal entitlements
	
	

	  Other general revenues
	  22,988.83
	   10,254.58

	     Total revenues
	529,207.28
	 601,207.11

	Program expenses
	
	

	  General government
	
	

	  Conservation
	
	

	     Total expenses
	502,268.00
	547,051.00

	       Excess (deficiency) before
	
	

	        special items and transfers
	
	

	  Special items
	
	

	  Transfers
	
	

	 Increase (decrease) in net assets
	   26,939.28
	  54,156.11

	
	
	


The SWCD’s total revenues increased by $ 71,999.83. The total cost of all programs and services increased by 44,783, with two newer programs continuing again this year (Buffer Technician and Stormwater Technician).  

THE Rice SWCD’s FUNDS
As the Rice SWCD completed the year, its general fund (as presented in the balance sheet) had a combined fund balance of $125,842.36, which is above last year’s total of $63,362.91.  Included in this year’s total change in fund balance is an increase of $62,479.45 in the SWCD’s General Fund.  

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of 2006, the Rice SWCD had $34,474 invested in a broad range of capital assets, including (four calibration scales, nine room dividers, 3 computers, a Great Plains NoTill Drill, and a 2005 Chevy Silverado pickup.)  (See Table 4 below.)  This amount represents a net decrease (including additions and deductions) of  $8,014 over last year.

Table 4

Capital Assets at Year-end

(Net of Depreciation, in Thousands)








Governmental 








    Activities   
 




  2006

    2005
Land



          $  -0 

 $  -0-


Buildings and improvements
              -0-      
     -0-


Equipment


          $ 34,474             $42,488
Asset purchases (of more than $1,000) for 2006 included the following:



NACD High end Computer


$  1,423.00



NACD High end Computer


$  1,330.00





Total



$  2,753.00

Equipment is to be expensed out for the full purchase price in the current year on the Profit and Loss Statement.  Depreciation is taken out of the current value on the list of assets starting December 31, 2004.  Only purchases greater than $1,000.00 are depreciated.

CONTACTING THE Rice SWCD’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, and customers a general overview of the Rice SWCD’s finances and to show the Rice SWCD’s accountability for the money it receives.  If you have questions about this report or need additional financial information, contact the Rice SWCD at 1810 NW 30th Street – Faribault, MN 55021 or call 507-332-5408.
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