Yellowstone County, Montana
Notes to the Financial Statements
June 30, 2017

Note 1. Summary of Significant Accounting Policies

The financial statements of Yellowstone County (the County) have been prepared in conformity with accounting principles generally accepted in the
United States of America (GAAP) as applied to government units. The Governmental Accounting Standards Board (GASB) is the standard-setting body
for establishing governmental accounting and financial reporting principles.

A. Reporting Entity

Yellowstone County's financial statements include those separate governmental entities that are controlled or are dependent on the County. The
determination to include separate governmental entities is based on the criteria of GASB Statement No. 61. GASB Statement No. 61 defines the
reporting entity as the County and those component units for which the County is financially accountable. To be financially accountable, a voting
majority of the organization's board must be appointed by the County, and either a) the County must be able to impose its will, or b) the County may
potentially benefit financially or be financially responsible for the organization. The County does not report any separate government entities as
component units.

B. Fund Accounting

The County uses funds to report its financial position and the results of its operations. A fund is a separate accounting entity with a self-balancing set of
accounts. Fund accounting is designed to demonstrate legal compliance and to aid financial management by segregating transactions related to certain
government functions or activities.

Funds are classified into three categories: governmental, proprietary and fiduciary. Each category, in turn, is divided into separate "fund types."

Governmental funds are used to account for all or most of a government's general activities, including the collection and disbursement of earmarked
monies (special revenue funds), the acquisition or construction of general fixed assets (capital projects funds), and the servicing of general long-term
debt (debt service funds). The general fund is used to account for all financial activities of the general government not recorded in another fund.

Proprietary funds are used to account for activities similar to those found in the private sector, where the determination of net income is necessary or
useful to sound financial administration. Goods or services from such activities can be provided either to outside parties (enterprise funds) or to other
departments or agencies primarily within the government (internal service funds).

Fiduciary funds include all trust and agency funds which account for assets held by the County as a trustee or as an agent for individuals, other
governmental units and/or other funds. The investment trust fund accounts for the external portion of the County’s investment pool, which is invested
for County school districts, special districts, and the protest tax fund. These districts have all agreed to voluntarily participate in the investment pool.
Agency funds generally are used to account for funds being held on an interim basis on behalf of others as their agent. Such funds are custodial in nature
since all assets are due to individuals or entities at some future time.
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Yellowstone County, Montana
Notes to the Financial Statements
June 30, 2017

Note 1. Summary of Significant Accounting Policies, continued

C. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of activities) report information on all of the non-
fiduciary activities of the primary government and its component units. Interfund activity constituting reimbursements for expenditures or expenses
previously recorded in another fund, for the most part, has been removed from these statements. This avoids reporting the same expenditure or expense
twice and eliminates the associated reimbursement revenue. Governmental-activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees and charges for support.

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 or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though the latter are excluded from the
governmental-wide financial statements. Major individual governmental funds and major individual enterprise funds are reported as separate columns in
the fund financial statements.

Non-major funds are aggregated and presented in a single column. The internal service funds are aggregated in a single column on the face of the
proprietary fund statement.

D. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and the accrual basis of accounting, as are the
proprietary fund and the fiduciary fund financial statements. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and similar items
are recognized as revenues in the year for which eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified accrual basis of
accounting. With this measurement focus, only current assets and current liabilities generally are included on the balance sheet. Operating statements of
these funds present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other financing uses) in net current assets.
Under the modified accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e., when they become both measurable and
available). "Measurable™ means the amount of the transaction can be determined and "available" means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period.  Expenditures are recorded when the related fund liability is incurred as under
accrual accounting. Principal and interest on long-term debt, as well as expenditures related to compensated absences, are recorded as fund liabilities
when payment is due.

All proprietary funds are accounted for on a flow of economic resources measurement focus. With this measurement focus, all assets and all liabilities
associated with the operation of these funds are included on the statement of net position. Proprietary fund-type operating statements present increases
(e.g., revenues) and decreases (e.g., expenses) in total net position.

Agency funds are custodial in nature and do not involve measurement of results of operations.
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Yellowstone County, Montana
Notes to the Financial Statements
June 30, 2017

Note 1. Summary of Significant Accounting Policies, continued

D. Measurement Focus, Basis of Accounting, and Financial Statement Presentation, continued

The County reports deferred revenue on its governmental funds’ balance sheets. Deferred revenues arise when a potential revenue does not meet both
the "measurable” and "available" criteria for recognition in the current period. Deferred revenues also arise when resources are received by the
government before it has a legal claim to them, as when grant monies are received prior to the incurrence of qualifying expenditures. In subsequent
periods, when both revenue recognition criteria are met, or when the government has a legal claim to the resources, the liability for deferred revenue is
removed from the combined balance sheet and revenue is recognized. The County reports uncollected property tax revenues as deferred revenue for
governmental funds.

Those revenues susceptible to accrual are interest revenue, grant revenues, and charges for services. Changes in the fair value of investments are
recognized in revenue at the end of each year. Fines and permits are not susceptible to accrual because generally they are not measurable until received
in cash.

The government reports the following major governmental funds:

The general fund is the government’s primary operating fund. It accounts for all financial resources of the general government, except those
required to be accounted for in another fund.

The road fund accounts for the construction, maintenance, and improvements of public roads outside incorporated areas.

The property and liability insurance fund accounts for the collection of levied taxes used to pay property and casualty insurance and the
establishment of reserves for the self-funded liability program.

The public safety fund accounts for the levy and expenditures of the Sheriff’s Department, including the Yellowstone County Detention Facility.

The RSID bond fund accounts for the resources accumulated and payments made for principal and interest on long-term debt issued for rural special
improvement districts.

The capital improvement fund accounts for the accumulation and expenditure of resources for major capital expenditures, construction, or
improvements.

The government reports the following major fund proprietary funds:

The refuse disposal fund accounts for the funding and costs associated with County charges and services provided to County residents to have
access to garbage disposal.

The METRA fund accounts for the operations of the Montana Exposition, Trade, and Recreation Arena (METRA), which reports all activities and
events held in the 10,000 seat arena and other event facilities and grounds.
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Yellowstone County, Montana
Notes to the Financial Statements
June 30, 2017

Note 1. Summary of Significant Accounting Policies, continued

D. Measurement Focus, Basis of Accounting, and Financial Statement Presentation, continued

Additionally, the government reports the following fund types:

Internal service funds account for the County’s self-insured health insurance plan, motor pool, and telephone services provided to other departments
or agencies of the government, or to other governments, on a cost reimbursement basis. As a general rule, the effect of interfund activity has been
eliminated from the government-wide financial statements. Exceptions to this general rule are payments-in-lieu of taxes and other charges for property
and liability insurance. Elimination of these charges would distort the direct costs and program revenues reported for the various functions concerned.

Fiduciary fund types are used to account for assets held by a governmental unit in a trustee capacity or as an agent for individuals, private
organizations, other governmental units, and/or other funds. The County’s agency funds include cash and property tax receivables for county school
districts and other county special districts. They also include property tax receivables levied by Yellowstone County on behalf of the State of Montana
and the Cities of Billings, Laurel, and Broadview. Cash collections on those property tax receivables are distributed to associated taxing jurisdictions in
the month subsequent to collection.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with a proprietary fund’s principal ongoing operations. The principal operating
revenues of the METRA enterprise fund and of the government’s internal service funds are charges to customers for sales and services. Operating
expenses for enterprise funds and internal service funds include the cost of sales and services, administrative expenses, and depreciation on capital assets.
All revenues and expenses not meeting this definition are reported as non-operating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the government’s policy to use restricted resources first.

E. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the general purpose financial statements and the reported amounts of revenues and expenses during the reported period. Actual
results could differ from those estimates.
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Yellowstone County, Montana
Notes to the Financial Statements
June 30, 2017

Note 1. Summary of Significant Accounting Policies, continued

E.

Assets, Liabilities, and Net Position or Equity

1. Cash and Demand Investments, and Cash Investments

Cash resources, to the extent available, of the individual funds are combined to form a cash pool, which is managed by the County Finance Director. The cash pool
is not registered with the Securities and Exchange Commission as an investment company and is not subject to regulatory oversight. Investments of the pooled cash,
which are authorized by state law, consist primarily of repurchase agreements, the State of Montana’s Short Term Investment Pool (STIP), and securities of the U. S.
Government, its agencies, or government sponsored entities and are carried at quoted market prices. The fair value of investments is determined annually, and is
based on quoted market prices. The method used to determine the values of participants’ equity withdrawn is based on the book value of the participants’ percentage
participation at the date of withdrawal. Bank deposits include demand deposits and overnight repurchase agreements in County banks. Interest income earned as a
result of pooling and changes in the fair value of investments are distributed to the appropriate funds as designated by state law utilizing a formula based on the
applicable cash balance participation of each fund. The general fund receives interest revenue from those funds not specifically designated by state law to receive
interest. Government sponsored entities include: federal home loan bank; federal national mortgage association; federal home mortgage corporation; and federal
farm credit bank.

The County has not provided nor obtained any legally binding guarantees during the fiscal year ended June 30, 2017 to support the value of shares in the pool.
The County issues warrants in payment of its obligations. Cash balances are reported net of outstanding warrants.

For purposes of the statement of cash flows, the County considers all highly liquid debt instruments with an original maturity of three months or less, including
restricted cash and demand investments, as cash equivalents.

Montana Code Annotated 7-6-202 regarding “Deposit and Investment of Public Money” reads as follows:
(1) A local governing body may invest public money not necessary for immediate use by the county, city, or town in the following eligible securities:

(a) United States government treasury bills, notes, and bonds and in United States treasury obligations, such as state and local government series (SLGS), separate trading of
registered interest and principal of securities (STRIPS), or similar United States treasury obligations;

(b) United States treasury receipts in a form evidencing the holder's ownership of future interest or principal payments on specific United States treasury obligations that, in the
absence of payment default by the United States, are held in a special custody account by an independent trust company in a certificate or book-entry form with the federal
reserve bank of New York; or

(c) obligations of the following agencies of the United States, subject to the limitations in subsection (2):

(i) federal home loan bank;

(i) federal national mortgage association;

(iii) federal home mortgage corporation; and

(iv) federal farm credit bank.
(2) An investment in an agency of the United States is authorized under this section if the investment is a general obligation of the agency and has a fixed or zero-coupon rate
and does not have prepayments that are based on underlying assets or collateral, including but not limited to residential or commercial mortgages, farm loans, multifamily
housing loans, or student loans.

(3) The local governing body may invest in a United States government security money market fund if:

(a) the fund is sold and managed by a management-type investment company or investment trust registered under the Investment Company Act of 1940 (15 U.S.C. 80a-1
through 80a-64), as may be amended,;

(b) the fund consists only of eligible securities as described in this section;

(c) the use of repurchase agreements is limited to agreements that are fully collateralized by the eligible securities, as described in this section, and the investment company or
investment trust takes delivery of the collateral for any repurchase agreement, either directly or through an authorized custodian;
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Yellowstone County, Montana
Notes to the Financial Statements
June 30, 2017

Note 1. Summary of Significant Accounting Policies, continued

E.

Assets, Liabilities, and Net Position or Equity

1. Cash and Demand Investments, and Cash Investments

(d) the fund is listed in a national financial publication under the category of "money market mutual funds", showing the fund's average maturity, yield, and asset size;
and (e) the fund's average maturity does not exceed 397 days.

(4) Except as provided in subsection (5), an investment authorized in this part may not have a maturity date exceeding 5 years, except when the investment is used in
an escrow account to refund an outstanding bond issue in advance.

(5) An investment of the assets of a local government group self-insurance program established pursuant to 2-9-211 or 39-71-2103 in an investment authorized in this
part may not have a maturity date exceeding 10 years, and the average maturity of all those authorized investments of a local government group self-insurance
program may not exceed 6 years.

(6) An investment in zero-coupon United States government treasury bills, notes, and bonds purchased as a sinking fund investment for a balloon payment on
qualified construction bonds described in 17-5-116(1) may have a maturity date exceeding 5 years if:
(a) the maturity date of the United States government treasury bills, notes, and bonds is on or before the date of the balloon payment; and (b) the school district
trustees provide written consent.

(7) This section may not be construed to prevent the investment of public funds under the state unified investment program established in Montana Code Annotated

Title 17, chapter 6, part 2.

Montana Code Annotated 7-6-206 permits time or savings deposits with banks, savings and loans associations, or credit unions within the State.

2. Restricted Cash and Demand Investments

Restricted cash and demand investments represent resources set aside for capital improvements, advances, notes payable repayment, and unforeseeable repairs
improvements.

3. _Receivables and Payables

All trade, special assessment, and property tax receivables are shown net of an allowance for uncollectibles. As of June 30, 2017, the allowances were as follows:

Allowance Amount

Accounts Receivable $ 45,594
Property taxes 1,929,800
Delinquent special assessment 11,400
Deferred special assessments 52,800

Total uncollectible allowance $ 2,039,594

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the fiscal year are referred to as either “due to/from other
funds” (i.e., the current portion of interfund loans) or “advances to/from other funds” (i.e., the non-current portion of interfund loans). All other outstanding balances
between funds are reported as “due to/from other funds.”

Advances between funds, as reported in the fund financial statements, are offset by a fund balance reserve account in applicable governmental funds to indicate that
they are not available for appropriation and are not expendable available financial resources. Any residual balances outstanding between the governmental
activities and business-type activities are reported in the government-wide financial statements as “internal balances.”
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Yellowstone County, Montana
Notes to the Financial Statements
June 30, 2017

Note 1. Summary of Significant Accounting Policies, continued

E.

Assets, Liabilities, and Net Position or Equity

4. Inventories

In the proprietary funds, inventories are recorded at the lower of cost (first-in, first-out method) or market, and are recorded as expenses when consumed. In the
funds, reported inventories are recorded at average cost, and are recorded as expenditures when consumed.

5. Capital Assets

Capital assets, which include property, plant, and equipment, and infrastructure assets (e.g., road, bridges, sidewalks, and similar items), are reported in the
governmental or business-type activities columns in the government-wide financial statements. Capital assets are defined by the County as assets with an initial,
individual cost of more than $5,000 and an estimated useful life in excess of two years. The governmental fund financial statements may include expenditures for
minor capital assets valued between $500 and $5,000 that the County has budgeted as capital in order to provide fixed asset control of these items, however, these
items are not being reported or depreciated as capital assets on the government-wide financial statements. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives are not capitalized. Improvements are
capitalized and depreciated over the remaining useful lives of the related fixed assets, as applicable.

Major outlays for capital assets and improvements are capitalized as projects are constructed.

Property, plant, and equipment of the primary government is depreciated using the straight line method over the following estimated useful lives:

Assets Years
Buildings 50
Building Improvements 20
Public Domain Infrastructure 50
System Infrastructure 30
Vehicles 5
Office Equipment 5
Computer Equipment 5

Depreciation of all exhaustible fixed assets used by proprietary funds is charged as an expense against their operations. Accumulated depreciation is reported on
proprietary fund balance sheets.

The County’s collection of donated artifacts and art held at the Yellowstone County Museum are not capitalized or depreciated. During fiscal year ended 6/30/17,
there were no significant purchases or deaccession of collection items.

6. Self-Insurance Accruals

The County provides for an estimated accrual for incurred claims at year end in the Property and Liability Insurance Fund for liability claims and the Health
Insurance Fund for unpaid health claims. 46
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Note 1. Summary of Significant Accounting Policies, continued

E.

Assets, Liabilities, and Net Position or Equity

7. Due to Other Taxing Districts

This account represents cash, tax receivables, and other assets held by the County for other taxing jurisdictions. Cash received by the County for the State of Montana, multi-
jurisdictional service districts, and cities and towns located in Yellowstone County is distributed in the month following collection.

8. Compensated Absences

Vested or accumulated vacation and sick leave that is expected to be liquidated with expendable available financial resources is reported as an expenditure and a liability of the
governmental fund that will pay it in the fund financial statements. Amounts of vested or accumulated vacation and sick leave that are not expected to be liquidated with
expendable available financial resources are reported as a long-term liability in the government-wide financial statements. Vested or accumulated vacation and sick leave of
proprietary funds is recorded as an expense and liability of those funds as the benefits accrue to employees. No liability is recorded for non-vesting accumulating rights to
receive sick pay benefits. The non-vested portion of sick leave is 75% of the accrued sick leave times the rate of pay.

All vacation pay is accrued when incurred in the government-wide, proprietary, and fiduciary fund financial statements

9. Long-term Obligations

In the government-wide financial statements, and proprietary fund in the fund financial statements, long-term debt and other long-term obligations are reported as liabilities in
the applicable governmental activities, business-type activities, or proprietary fund statement of net position.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond issuance costs, during the current period. The face amount
of debt issued is reported as other financing sources. Premiums received on debt issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.

10. Deferred Inflows of Resources

In addition to liabilities, the Statement of Net Position will sometimes report a separate section for deferred inflows of resources. This separate financial statement element,
deferred inflows of resources, represents an acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until
that time. The County has two types of items, which arise only under a modified accrual basis of accounting that qualifies for reporting in this category. Accordingly, one
item, unavailable revenue, is reported only in the governmental funds Balance Sheet. The governmental funds report unavailable revenue from property taxes and special
assessments. The other item, relates to Net Pension Liability and is found only on the government-wide financials. Both amounts are deferred and recognized as an inflow of
resources in the period the amounts become available.

11. Fund Equity

In the fund financial statements, governmental funds report fund balance in classifications that comprise a hierarchy based on the extent to which the government is bound to
honor constraints on the specific purposes for which amounts in those funds can be spent. The Government Accounting Standards Board (GASB) issued Statement No. 54,
Fund Balance Reporting and Governmental Fund Type Definitions, which is effective for the County beginning in fiscal year 2011. The objective of this statement is to
enhance the usefulness of fund balance information by providing clearer fund balance classifications that can be more consistently applied and by clarifying the existing
governmental fund type definitions. The five fund balance classifications, in order of constraint level, are Non-spendable, Restricted, Committed, Assigned and Unassigned.
Non-spendable can represent a constraint or an asset that is not spendable in form.
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Note 1. Summary of Significant Accounting Policies, continued

F. Assets, Liabilities, and Net Position or Equity

In compliance with GASB Statement No. 54, Yellowstone County adopted a Fund Balance Classification Policy. This policy states that committed
fund balances will be authorized by the County Commission in a public meeting by resolution or policy. Committed fund balance may only become
uncommitted by the same formal action authorized by the County Commission in a public meeting by resolution or policy. Assigned fund balance
may be assigned informally by the Finance Director based on future budget expenditures after a current fund balance review has been completed.
Assigned fund balance may become unassigned by the same action.

Yellowstone County’s expenditure order of resource categories for all governmental funds, when restricted, committed, assigned or unassigned are
available, will be as follows:
1. Restricted 2. Committed 3. Assigned 4. Unassigned

12. Net Position

Net position represents the difference between assets and liabilities. Net investment in capital assets consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any borrowings used for the acquisition, construction or improvement of those assets. Net
position does not include either capitalized assets or the related debt for Rural Special Improvement Districts (RSIDs). Infrastructure improvements
built and maintained through RSIDs are the financial responsibility of the benefited property owners and are not the responsibility of the County
other than in a fiduciary capacity. Net investment in capital assets excludes unspent debt proceeds. Net position is reported as restricted when there
are limitations imposed on their use through enabling legislation or through external restrictions imposed by creditors, grantors, or laws or
regulations by other governments.

13. New Accounting Pronouncements

GASB Statement No. 77, Tax Abatement Disclosures, which is effective for the County beginning in fiscal year 2017. The objective of this
Statement is to require disclosure of tax abatement information about (1) a reporting government’s own tax abatement agreements and (2) those that
are entered into by other governments and that reduce the reporting government’s tax revenues.

GASB Statement No. 82, Pension Issues—An Amendment of GASB No. 67, 68 and 73. The objective of this Statement is to address certain issues
that have been raised with respect to Statements No. 67, Financial Reporting for Pension Plans, No. 68, Accounting and Financial Reporting for
Pensions, and No. 73, Accounting and Financial Reporting for Pensions and Related Assets That Are Not within the Scope of GASB Statement 68,
and Amendments to Certain Provisions of GASB Statements 67 and 68. Specifically, this Statement addresses issues regarding (1) the presentation of
payroll-related measures in required supplementary information, (2) the selection of assumptions and the treatment of deviations from the guidance in
an Actuarial Standard of Practice for financial reporting purposes, and (3) the classification of payments made by employers to satisfy employee (plan
member) contribution requirements.
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Note 1. Summary of Significant Accounting Policies, continued

Accounting Standards effective in a future period:

GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans, which is effective for the County beginning in
fiscal year 2017. The objective of this Statement is to improve the usefulness of information about postemployment benefits other than pensions (other
postemployment benefits or OPEB) included in the general purpose external financial reports of state and local governmental OPEB plans for making
decisions and assessing accountability

GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, which is effective for the County
beginning in fiscal year 2018. The objective of this Statement is to improve accounting and financial reporting by state and local governments for
postemployment benefits other than pensions (other postemployment benefits or OPEB). It also improves information provided by state and local
governmental employers about financial support for OPEB that is provided by other entities.

GASB Statement No. 81, Irrevocable Split-Interest Agreements, which is effective for the County beginning in fiscal year 2018. The objective of this
Statement is to improve accounting and financial reporting for irrevocable split-interest agreements by providing recognition and measurement guidance for
situations in which a government is a beneficiary of the agreement.

GASB Statement No. 85, Omnibus 2017, which is effective for the County beginning in fiscal year 2018. The objective of this Statement is to address
practice issues that have been identified during implementation and application of certain GASB Statements. This Statement addresses a variety of topics
including issues related to blending component units, goodwill, fair value measurement and application, and postemployment benefits.

The effect of adopting these Statements cannot be determined at this time.

Note 2. Reconciliation Comparative of Government-wide and Fund Financial Statements

A. Explanation of Differences Between the Governmental Fund Balance Sheet and the Government-wide Statement of Net Position

A separate report has been included in basic financial statements to explain the differences between the Governmental Fund Balance Sheet and the
Government-wide Statement of Net Position.

B. Explanation of Differences Between the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund Balances and the
Government-wide Statement of Activities

A separate report has been included in basic financial statements to explain the differences between the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balances and the Government-wide Statement of Activities.
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Note 3.

Yellowstone County, Montana
Notes to the Financial Statements
June 30, 2017

Stewardship, compliance, and accountability

Note 4.

A. Budgets

Budgets are adopted on a basis consistent with a modified accrual basis of accounting. Annual legal budgets are adopted for the general, special
revenue, debt service, and capital projects funds. All annual appropriations lapse at fiscal year-end. Project-length financial plans are adopted for all
capital projects funds.

The level of budgetary control (that is the level at which expenditures cannot legally exceed the appropriated amount) is established at the fund level.
Individual fund budgets are the same as appropriation amounts. Unexpended appropriations lapse at the end of the year.

Budget amendments can be made at any time during the year by resolution after holding public hearings. Supplemental appropriations were made for

unanticipated state and federal grants awarded during the year. The effect of the budget amendments other than those for federal and state grants during
fiscal year 2017 was nominal. Reported budget amounts represent the original adopted budget as amended.

Cash and Demand Investments, and Cash Investments

The County maintains a cash and investment pool for all funds under the control of the County Treasurer. The non-pooled investments represent those
investments held for other individuals or districts to be utilized for a specific purpose or capital project. The County's investments are categorized below
to give an indication of the level of risk assumed by the County at June 30, 2017. All investments meet collateral requirements specified by State Law.

Investments are categorized into these three categories of credit risk:

(1) Insured or registered, or securities held by the County or its agent in the County’s name.

(2) Uninsured and unregistered, with securities held by the counterparty’s trust department or agent in the County’s name.

(3) Uninsured and unregistered, with securities held by the counterparty, or by its trust department or agent, but not in the County’s name.
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Note 4.

Yellowstone County, Montana
Notes to the Financial Statements
June 30, 2017

Cash and Demand Investments, and Cash Investments, continued

At year end, the County’s pooled investment balances were as follows:

At year end, the County’s nonpooled investment balances were as follows:

Cash investments - U.S. Government agencies
Cash in overnight repurchase agreements
Cash on hand and demand deposits

Subtotal
Investments Not Subject to Categories:

State Treasurer’s Investment Pool (STIP)
Total Pooled Investments

Cash investments - certificate of deposit account registry service
Cash on hand and demand deposits
Subtotal

Investments Not Subject to Categories:

State Treasurer’s Investment Pool (STIP)
Total Nonpooled Investments

Total Investments
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Category Reported Amount/

1 2 3 Fair Value
90,317,314 $0 $0 $ 90,317,314
0 0 16,453,728 16,453,728

137,554 0 515,160 652,714
90,454,868 $0 $ 16,968,888 107,423,756
71,290,786

$ 178,714,542

Category Reported Amount/

1 2 3 Fair Value
12,940,569 $0 $0 $ 12,940,569
250,000 0 791,409 1,041,409
13,190,569 $0 $ 791,409 13,981,978
15,304,909

29,286,887

$ 208,001,429




Yellowstone County, Montana
Notes to the Financial Statements
June 30, 2017

Note 4. Cash and Demand Investments, and Cash Investments, continued

Along with limitations placed on investments by state law, the County minimizes custodial risk by restrictions set forth by County policy.
Custodial risk is the risk that in an event of a financial institution failure, the County investments may not be returned or the County will not
be able recover the collateral securities in the possession of the outside party. The County maintains a listing of financial institutions which
are approved for investment purposes.

Due to higher cash flows at certain times during the year, the County’s reduced investment in overnight repurchase agreements for which
the underlying securities were held by the dealer has been offset by the County’s continued and expanded investment in the State of
Montana’s STIP Program. This has allowed for continued liquidity while substantially inceasing yields to the investment pool.

The total cash reported at June 30, 2017, is detailed as follows:

Statement Fiduciary
Total of Net Position Net Position
Cash and demand investments, pooled $ 88,397,225 $ 32,304,009 $ 56,093,216
Restricted cash and demand investments for capital, pooled 0 0 0
Restricted cash and demand investments held in trust, nonpooled 1,041,409 944,923 96,486
Restricted cash and demand investments for capital, nonpooled 0 0 0
Total cash and demand investments 89,438,634 33,248,932 56,189,702
Cash investments, pooled 90,317,314 32,968,444 57,348,869
Cash investments, nonpooled 0 0 0
Restricted cash investments for capital, nonpooled 15,304,909 0 15,304,909
Restricted cash investments for debt service, nonpooled 12,940,569 0 12,940,569
Total $ 208,001,429 $ 66,217,376 $ 141,784,049
Cash on hand, pooled $ 568,519
Cash in bank deposits and other bank deposits, pooled 84,195
Cash in bank deposits and other bank deposits, nonpooled 1,041,409
Cash in overnight repurchase agreements, pooled 27,488,484
Cash in State Treasurer’s Investment Pool (STIP) 71,290,786
Outstanding warrants, pooled (11,034,756)
Total cash and demand investments 89,438,637
Cash investments, pooled 90,317,314
Cash investments, nonpooled 28,245,478
Total $ 208,001,429
Cash and demand investments, and cash investments- pooled $ 178,714,542
Cash and demand investments, and cash investments- nonpooled 29,286,887

$ 208,001,429
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Note 4. Cash and Demand Investments, and Cash Investments, continued

Cash on hand - represents two types of cash items: petty cash and change funds on hand - $36,880; cash received after last bank deposit - $531,639.

Cash in bank deposits and other bank deposits — Cash in bank deposits represents cash on deposit in local bank accounts used for pooled banking
operations of the County - $84,195; other bank deposits represents cash held in trust for other individuals in which any interest earnings are not
distributed to the investment pool - $1,041,409.

Cash in overnight repurchase agreements — represents cash invested on a daily basis by the County’s primary bank. Invested funds represent the nightly
balance of collected funds in the County’s main depository bank account. The overnight repurchase agreement has the funds re-deposited into the
County’s main bank account the next business day. The invested funds are collateralized by permissible U.S. government securities that have a value of
at least 102% of the investment value.

Cash in State Treasurer’s Investment Pool (STIP)

STIP is considered an external investment pool. STIP is also classified as a “2a-7 like” pool. A “2a-7-like” pool is an external investment
pool that is not registered with the Securities and Exchange Commission as an investment fund, but has a policy that it will and does operate
in a manner consistent with the SEC’s Rule 2a-7 of the Investment Company Act of 1940. The County’s investment position in STIP is
determined by the pool’s share price, which is dollar denominated.

The STIP portfolio includes, but is not limited to, “variable rate” and “asset-backed” securities to provide diversification and a competitive
rate of return. These securities are described below:

Asset-backed Securities are debt securities collateralized by a pool of mortgages and non-mortgage assets, such as trade and loan receivables,
equipment leases, and credit cards, etc. pledged by the issuer. Asset-backed securities have one or more forms of credit enhancement to raise
the quality of the security. Examples of credit enhancement include, but are not limited to, letter of credit, reserve fund, or senior/subordinate
arrangements.

Variable Rate (Floating-Rate) Securities provide many advantages of short-term bonds because they are designed to minimize the investor's
interest rate risk. As with variable rate loans issued by banks, the interest rate paid by the issuer of these securities is reset periodically
depending on market conditions. The value of these securities will usually remain at or near par because their interest rates are reset to
maintain a current market yield. STIP's variable rate securities float to either the prime rate or the London Interbank Offering Rate (LIBOR),
which is similar to the European federal funds rate.

Outstanding warrants - represents issued and outstanding warrants and checks of the County and school districts.
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Note 4.

Cash and Demand Investments, and Cash Investments, continued

Cash investments - represents investments held by the County Treasurer with maturity dates exceeding 1 day.

At June 30, 2017 pooled cash investment items were:

Maturity Credit Risk Rating
Investment Type Yield Date Moodys - S&P Fair Value
U.S. Government Agencies
Federal Farm Credit 1.39% - 1.42% 1.25 - 3.5 years AAA - AA+ $5,918,680
Federal Home Loan Mortgage Corporation .85-2.05% .50 - 4.5 years AAA - AA+ 34,749,280 *
Federal Home Loan Bank 1.10-1.81% .25 - 4.5 years AAA - AA+ 32,371,319 *
Federal National Mortgage Association 1.00 - 1.55% 1.0 - 4.5 years AAA - AA+ 17,278,035 *
Total U.S. government agency securities $90,317,314
State Treasurer’s Investment Pool (STIP) 1.08%-Varies Daily 71,290,786 *
Total cash investments, pooled $161,608,100
At June 30, 2017, nonpooled cash investment items were:
Maturity Credit Risk Rating
Investment Type Yield Date Moodys - S&P Fair Value
Certificate of Deposit Account Registry Service .87 -1.44% 1.0 - 3.0 years 100% FDIC Insured $12,940,569 *
State Treasurer’s Investment Pool (STIP) 1.08%-Varies Daily 15,304,909 *
Restricted cash investments for capital improvements, nonpooled $ 28,245,478

* - represents 5% or more of total cash investments
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Note 4. Cash and Demand Investments, and Cash Investments, continued

The following represents a condensed statement of net position and changes in net position for the cash and investment
pool as of June 30, 2017:

Condensed Statement of Net Cash and Investment Assets

Cash and demand investments, pooled $ 88,397,225
Cash investments, pooled 90,317,314
Restricted cash and demand investments held in trust, nonpooled 1,041,409
Restricted cash investments for capital improvements, nonpooled 15,304,909
Restricted cash investments for debt service, nonpooled 12,940,569
Accrued interest receivable 227,764
Net position held in trust for all pool participants $ 208,229,190
Equity of internal pool participants $ 104,341,950
Equity of external pool participants 103,887,240

Total equity $ 208,229,190

Condensed Statement of Changes in Net Cash and Investment Assets

Net position at July 1, 2016 $ 223,273,053
Net changes in investments by pool participants (13,862,148)
Market value adjustment of cash investments (1,181,715)
Net position at June 30, 2017 $ 208,229,190

Investments-Fair Value Measurement and Application (GASB 72):

The County categorizes its fair value measurements within the fair value hierarchy established by general principles, as defined under GASB 72. The hierarchy
established is as follows:
Level 1 — Quoted prices for identical assets or liabilities in active markets.
Level 2 — Prices determined using inputs, other than quoted prices included within Level 1, which are observable for an asset or liability, either directly or
indirectly.
Level 3 — Prices determined using unobservable inputs.

The County has the following recurring fair value measurements as of June 30, 2017:

U.S. Government Agency securities of $90,317,314 are valued using quoted market prices (Level 1 inputs)

Montana State Treasurer’s Investment Pool (STIP) units totaling $71,290,786, with $3,160,619 valued using quoted market prices (Level 1 inputs), and $68,130,167
valued using significant other observable inputs (Level 2 inputs), as detailed in STIP’s annual report as of June 30, 2017 .
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Note 5. Receivables

Receivables as of year-end for the government’s individual major funds; and non-major, internal service, and fiduciary funds in the aggregate,
including the applicable allowances for uncollectible accounts, are as follows:

| MAJOR GOVERNMENTAL FUNDS | Other] MAJOR ENTERPRISE
Liability & Public R.S.I.D. Capital Nonmaijor FUNDS Internal
Property Safety - Bond Improvement Governmental Refuse Service Fiduciary
General Road Insurance Sheriff Fund Fund Funds Disposal METRA Funds Funds Total

Receivables:

Property taxes 1,933,169 $1,828,474  $169,990 $1,490,523 $0 $0 $2,206,568 $0 $455,076 $0 $18,975,565 $27,059,365

Accounts 185,743 0 0 409,700 0 2,472 877,225 0 56,488 12,177 48,596 1,592,401

Delinquent assessments 0 0 0 0 5,293 0 19,710 50,374 0 0 469,435 544,812

Deferred assessments 0 0 0 0 1,056,264 0 0 0 0 0 0 1,056,264

Accrued interest 45,919 0 4,067 0 109 22,115 6,147 0 1,964 11,315 136,128 227,764
Gross receivables 2,164,831 1,828,474 174,057 1,900,223 1,061,666 24,587 3,109,650 50,374 513,528 23,492 19,629,724 30,480,606

Less allowances for

uncollectible accounts (458,100)  (447,300) (40,300) (372,618) (53,600) 0 (549,252)  (7,600) (110,824) 0 0  (2,039,594)
Net total receivables $1,706,731 $1,381,174  $133,757 $1,527,605 $1,008,066 $24,587 $2,560,398 $42,774 $402,704  $23,492 $19,629,724 $28,441,012

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be available to liquidate
liabilities of the current period. Governmental funds also defer revenue recognition in connection with resources that have been received, but not yet
earned. At the end of the current fiscal year, the various components of deferred revenue were as follows:

Unavailable Unearned Total

Delinquent property taxes receivable (governmental funds) $5,806,924 $0 $5,806,924
Special assessments receivable (governmental funds) 21,203 0 21,203
Special assessments not yet billed (governmental funds) 1,003,464 0 1,003,464
METRA unearned revenue from future advertising revenues 0 218,038 218,038
METRA FY17 receipts for fiscal year 2018 events (enterprise fund) 0 892,925 892,925
Total Unearned Revenue $ 6,831,591 $ 1,110,963 $ 7,942,554

The delinquent taxes receivable accounts represent the past five years of uncollected tax levies. The allowance for uncollectibles is estimated
based on delinquent tax collection history. All net property taxes and special assessments receivables are offset by unearned revenue in the
governmental fund types.

The 2016 real property taxes and the 2016 special assessments were levied and became receivables in October 2016. The semi-annual
installments were due in November 2016 and May 2017. As of December 1, 2016, and June 1, 2017, uncollected real property taxes and special
assessments became delinquent and all uncollected amounts as of June 30, 2017, have been reported as unearned revenue. Delinquent taxes
become a lien on the property on June 1 and after 3 years the County exercises the lien and takes title to the property. Personal property taxes
were levied throughout the year and became a receivable when levied. Personal property taxes are due 30 days from the levy date. Amounts not
collected as of June 30, 2017, have been reported as unearned revenue. There was no significant land held for resale as of June 30, 2017.
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Note 6. Interfund Receivables, Payables and Transfers

Interfund Receivables and Payables

Advances from/to Other Funds

Receivable Fund Payable Fund Amount
General Fund RSID Construction $ 39,597
General Fund RSID Maintenance $ 6,000

The following school districts have requested and received a release of funds from the protest tax fund (agency fund) as an
early release of property taxes from protesting property owners within their districts:

Amount
School District #7 Laurel $ 6,261,392
Total Funds Released from Protest Tax fund $ 6,261,392

Should the protesting taxpayer prevail in part or in whole, the school district may levy the shortage caused by the refunded
amount on the protest in the succeeding year if the governing body chooses to do so.
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Interfund Receivables, Payables and Transfers, continued

Interfund transfers

Transfers in

| MAJOR GOVERNMENTAL FUNDS | Other MAJOR
Liability & Public  R.S.I.D. Capital Nonmajor|ENTERPRISE Internal
Property Safety - Bond Improvement Governmental FUND Service
General Road Insurance Sheriff Fund Fund Funds METRA Funds Total
Transfers out:

General Fund $0 $0 $0 $657,200 $0 $1,200,000 $2,860,664 $0 $0  $4,717,864
Road Fund 0 0 0 0 0 100,000 44,965 0 0 144,965
Public Safety - Sheriff Fund 151,101 0 0 0 0 950,000 34,160 0 0 1,135,261
Liability & Prop Fund 0 0 0 0 0 0 250,000 0 0 250,000
Nonmajor Governmental Funds 879,978 211,707 26,595 998,611 0 1,275,000 563,124 0 1,214,502 5,169,517
Major Enterprise Fund - METRA 71,619 0 0 0 0 0 0 0 0 71,619
Refuse Disposal Fund 20,000 0 0 0 0 0 0 0 0 20,000
Total transfers $1,122,698 $211,707 $26,595  $1,655,811 $0 $3,525,000 $3,752,913 $0 $1,214,502  $11,509,226
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Note 7.
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June 30, 2017

Capital asset activity for the primary government for the year ended June 30, 2017 was as follows:

Governmental-type Activities
Capital Assets, Not Being Depreciated:

Land
Construction in Progress

Total Capital Assets, Not Being Depreciated

Capital Assets, Being Depreciated:
Buildings
Improvements Other Than Buildings

Machinery and Equipment
Infrastructure

Total Assets Being Depreciated

Less Accumulated Depreciation For:
Buildings
Improvements Other Than Buildings

Machinery and Equipment
Infrastructure

Total Accumulated Depreciation

Total Capital Assets, Being Depreciated, Net

Governmental Activities Capital Assets, Net

Beginning Ending
Balance Increases Decreases Balance
3,516,624 46,720 3,563,344
164,593 5,568,921 (202,353) 5,531,161
3,681,217 5,615,641 (202,353) 9,094,505
31,064,321 262,873 31,327,194
3,476,917 25,630 (5,697) 3,496,850
21,437,377 1,015,302 (872,891) 21,579,788
57,100,628 5,514,449 62,615,077

113,079,243 6,818,254 (878,588) 119,018,909
19,611,338 729,336 20,340,674
1,484,975 134,304 (5,697) 1,613,582
13,683,468 1,454,727 (710,722) 14,427,473
26,335,108 3,255,463 29,590,571
61,114,889 5,573,830 (716,419) 65,972,300
51,964,353 1,244,424 (162,169) 53,046,609

$55,645,571  $6,860,065 ($364,522) $62,141,112
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Note 7. Capital Assets, continued

Beginning Ending
Balance Increases Decreases Balance

Business-type Activities
Capital Assets, Not Being Depreciated:
Land $368,574 $0 $0 $368,574
Construction in progress 189,883 384,305 (185,482) 388,705
Total Capital Assets, Not Being Depreciated 558,457 384,305 (185,482) 757,279
Capital Assets, Being Depreciated:
Buildings 55,694,846 153,829 0 55,848,675
Improvements Other Than Buildings 5,869,515 98,364 0 5,967,878
Machinery and Equipment 1,861,983 32,601 0 1,894,584
Total Capital Assets, Being Depreciated 63,426,344 284,794 0 63,711,137
Less Accumulated Depreciation For:
Buildings 21,451,742 1,095,577 0 22,547,319
Improvements Other Than Building 4,262,586 256,276 0 4,518,862
Machinery and Equipment 917,926 133,546 0 1,051,471
Total Accumulated Depreciation 26,632,254 1,485,399 0 28,117,652
Total Capital Assets, Being Depreciated, Net 36,794,090 (1,200,605) 0 35,593,485
Business-type Activities Capital Assets, Net $37,352,547 ($816,300) ($185,482) $36,350,764

Depreciation expense was charged to functions/programs of the primary government as follows:
Governmental Activities

General Government $440,155
Public Safety 976,250
Public Works 4,013,295
Public Health 4,167
Social and Economic 22,338
Culture and Recreation 106,389
Governmental Internal Service Funds 12,200
Total Depreciation Expense - Governmental Activities 5,574,793

Business-type Activities

METRA 1,485,399
Total Depreciation Expense - Primary Government $7,060,192
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Note 8. Long-Term Debt

General Obligation Bonds

The County issues general obligation bonds to provide funds for the acquisition and construction of major capital facilities. General obligation bonds
ha