
 

 

AUDIT COMMITTEE 

Minutes 

April 19, 2018 

 

Attendees:  Regent Jim Thares, Chair; Regent Pam Roberts; Regent John Bastian; Deene Dayton; 

Steven Neff; BOR – Mike Rush, Shelly Anderson, Monte Kramer*, Scott Van Den Hemel, and 

Julie Kueter.  Mike Holbeck and Wes Tschetter joined the meeting at 11:00 a.m. to review SDSU’s 

GOAC presentation.  

(Note: * joined by phone) 

 

1. Review Agenda – The order of the agenda changed as Monte Kramer was available only 

8:00-9:00 a.m.  Therefore items 5, 6, and 7 were discussed first.  Item #3 will be discussed 

at 11:00 a.m. when SDSU joins the meeting. 

2. Approve October 2017 Meeting Minutes – Regent Bastian moved approval of the 

October minutes, Steven Neff seconded and all approved. 

3. FY17 BOR Cash Balance Report – Scott Van Den Hemel reviewed the definitions of 

restricted cash, committed cash, assigned cash and unassigned cash as listed in the 

footnotes of the cash balance report provided to the committee.  Scott introduced Mike 

Holbeck and Wes Tschetter from SDSU as they will be presenting at the April 24th GOAC 

meeting regarding cash balances.  The cash balances are used to satisfy expenses, plan for 

the future, and to invest in SDSU’s mission.  Mike used a PowerPoint that will be used at 

GOAC.  Following Mike’s presentation, the regents provided input.  Regent Roberts 

thought the first couple slides were especially important as they present the big picture.  

She suggested explaining that grants are always reimbursed after the expenditures start and 

also to use specific examples of expenditures during July and August.  It was also suggested 

that we make sure GOAC realizes that SDSU includes other enterprises like AES and CES.  

SDSU’s presentation was very well received by the Audit Committee. 

4. FY17 Annual Financial Assessment - Scott reviewed each section of the FY17 Annual 

Financial Assessment that was provided at the October 2017 Audit Committee meeting 

and responded to questions.  The numbers used for the cash balances are actual numbers at 

a specific point in time (June 30th).  Regent Roberts expressed how much she likes this 

report and how the Board is notified when statuses change. 

 

Scott also explained the two reports for School of Mines, one with the loan and one without 

the loan.  The situation with SDSM&T actually prompted the need for this report.  In future 

annual reports, there will be no need for two reports for SDSM&T as the loan has been 

paid off.  One of the goals of the annual financial report is to prevent anything like 

SDSM&T’s situation from happening again.   

 

LRC was confused by the term “uncommitted cash” as shown in the report.  The term was 

discussed at a BAC meeting and all agreed to call the funds “operating cash” as the funds 

are being held to cover months with low revenue, etc.  The labeling in the annual 



 

 

assessment will be changed to reflect this name change.  Dr. Rush also suggested that the 

HLC ratios tables be shown similar to the other tables in the report, from oldest to newest.  

Scott elaborated on HLC ratios which is included in item #8 below.   

 

The committee inquired as to where the indirect charges were located on the auxiliary 

information.  Scott indicated that it was blended in with the other costs.  The committee 

also inquired as to how the campuses arrived at the amount charged. Scott mentioned that 

he and Monte are working with the campuses to collect that information as well as to 

determine what costs/expenditures should be charged against the auxiliary system.  

Campuses will be providing justification of the charges.  Mr. Neff wondered if it would 

make more sense to have all of the campuses use the same calculation.  Scott informed Mr. 

Neff that once they got the info on how the campuses currently computed the amount they 

would see if a common method would make sense.  The committee would like a better 

understanding of how the campuses arrive at the overhead rate that is currently charged to 

the Auxiliary System.  Also, Scott informed the committee that when the State refinances 

bonds that results in a savings, the savings are kept by the State, BOR’s payments to pay 

off the bonds do not change.  Monte is working with Liza Clark on correcting this practice, 

but it may be a mute point as interest rates are increasing. 

 

Dr. Rush suggested that campuses be invited to an Audit Committee meeting to address 

specific concerns that are not to go to a public board meeting. 

5. Multi-year Contracts – Unrestricted, Unappropriated Funds Ratio – Dr. Rush 

reviewed the history of multi-year contracts.  Monte explained the 10% reserve goal is 

reasonable to make sure each campus can cope with unforeseen circumstances such as 

potential enrollment fluctuations and general fund budget cuts.  Many of these funds are 

assigned to departments, faculty, directors, and deans and are not under the control nor 

readily available to the president nor administration.  An alternative proposal to address 

the ability of the universities to cover liabilities created with the buyout clauses is to use 

centrally controlled cash balances that can be used to meet the multi-year contract liability 

potential.  Regent Roberts added that the State has a 10% reserve, and agreed that 10% is 

reasonable for the Board of Regents.  The committee agreed that it made more sense to use 

funds that are centrally controlled by the administration in the ratio.  The committee would 

like the campuses to identify the funds that are held centrally and controlled by the campus 

administration.  This would give the board a better understanding of the cash that is 

available for making a payout.  

 

Scott reviewed the amounts listed in the item.  Monte reinforced that unrestricted cash is 

not really unrestricted nor uncommitted.  This item needs to go back to the Athletic 

Committee.   

6. Allocation of Resources – Given the concerns about funding per FTE, it may be time to 

look at a formula that realigns funds based on enrollments or other performance criteria.  

The Legislature appropriates general funds to each university.  The Board does not have 

the ability to move these funds between the universities.  The general funds are held in the 



 

 

State’s bank account and we are given an appropriation or authority to spend X dollars 

from the State’s bank account.  The cash is not part of our local funds cash.   

 

Tuition is collected by the universities and is tied to a course which is tied to a university, 

handled by a shared services center run by USD.  All tuition is subject to HEFF, so 11.5% 

is taken off the top and transferred to the HEFF account within the Board office.  The 

remaining 88.5% is retained by the universities that generated/earned the revenue.  The 

cash related to tuition funds is held in the State’s bank account, but the cash is considered 

“owned” by the universities.  Universities keep all of their own fees. 

 

Shelly distributed a more detailed explanation prepared by Monte as to how we allocate 

the resources in the system and how is this showing up in our cash balances.  The budget 

is not adjusted for enrollment growth nor losses.  Also, cash does not include state (general) 

funds.  

7. HEFF Cash Flow Statement (October 2017) – At the October 2017 Audit Committee 

meeting, the October 2016 HEFF cash flow statement was provided.  The latest HEFF cash 

flow statement was provided to the Board at the October 2017 meeting. 

 

Monte explained that this chart is essential to manage long-term debt – to pay bond 

payments and to pay for M&R to the institutions.  Monte reviewed each column on the 

HEFF Cash Flow Statement.  Steven Neff suggested using the State’s higher bond rating 

since the State is ultimately held responsible for the bonds.  The bonds are actually in 

BOR’s name.  If we have the State responsible for the bonds, then the State would have to 

approve any building, etc.  We need to monitor the HEFF cash flow to keep us in the black 

Monte said that HEFF is collected on all credit hours, not just on-campus and his 

projections are conservative.  Regent Thares requested and Monte confirmed that an 

updated Cash Flow Statement will be brought to the Board in October.  Regent Bastian 

commended the efforts of the universities to increase enrollments by offering in-state 

tuition to nonresidents. 

8. Financial Ratios Overview (HLC) – Scott Van Den Hemel explained the four key ratios 

used to calculate the composite financial index.  They are: 1) Primary Reserve Ratio; 2) 

Net Operating Revenues Ratio; 3) Return on Net Assets Ratio; and, 4) Viability Ratio.  

While discussing item #4, Scott reviewed a handout pertaining to the Northern State 

University’s HLC ratios for FY17.  The HLC ratios include the foundation’s numbers.  

Each foundation goes through an audit, some universities’ audit is based on calendar year, 

and some are based on a fiscal year.  The foundation audits are critical.   

9. FY17 CAFR Audit – Per the March 2018 Board item, for the third year in a row, the Board 

of Regents has had zero audit adjustments.  A letter from the Department of Legislative 

Audit noted some less significant matters that the BOR has been asked to address.  USD 

has fixed an issue and clarifications regarding SDSU’s capital grant money involving 

operating grant money has been addressed.   

10. SDSM&T FY17 NCAA Audit – Shelly reviewed findings of the audit of the SDSM&T 

athletic department for the year ended June 30, 2017.  Shelly explained this report will go 



 

 

to the public board meeting versus executive session as in the past.  The findings related 

primarily to the handling of deposits and athletic camps.  Dr. Rush asked about follow-up.  

The committee requested that a written report and a one-year follow-up check be completed 

by Shelly as far as what has been done to implement the suggestions (a corrective action 

plan).  More revenue/expense detail about camps needs to be provided not only to protect 

the university and participants but also the coaches. 

11. Audit Plan Approval – Dr. Rush explained that SD does not have a lot of resources for 

duplication of duties.  Shelly is our only internal auditor so he asked that the Audit 

Committee provide some direction as far as an audit plan.  For future meetings of the Audit 

Committee, the committee members will suggest topics for the audit plan, similar to Regent 

Bastian’s request for further explanation of HLC ratios. 

 

A. I/C on store cards, credit cards, procurement cards – Shelly explained that she is 

working with both USD and SDSU are recent incidents.  Per Dr. Rush, need to develop 

some standard operating procedures regarding various cards.  Perhaps a policy stating 

the campuses need to follow the standard operating procedures is also necessary. 

B. Foundation Review – Shelly said that Monte is collecting information regarding 

foundation MOUs, salaries and benefits, organizational charts, etc.  Regent Thares said 

some things need to change.  Foundation employees can’t be considered state 

employees if the foundation wants to be a separate non-profit that doesn’t report to the 

university president.  Regent Bastian said that the Board could include language in the 

MOU that foundation employees are not state employees.  This would hurt the smaller 

campuses because the foundations don’t have as much money, per Shelly.   

C. Risk Assessment – Shelly has contacted California and has just received information.  

She will be reviewing the survey to determine what each campus may see as risks.   

D. Public Service Activity (annual) – This is required by board policy. 

E. Housing & Auxiliary Facilities System (annual) – This was started in 2010 because 

bond counsel required it.  Shelly doesn’t feel that she’s necessary for this task.  Scott 

and DLA work on this in preparation for the bond counsel. 

F. NCAA Division II Audit (annual rotation with NSU, SDSM&T, BHSU) – Division 

II schools appreciate having Shelly do this audit.  Each school’s audit takes on average 

of two months to complete. 

G. Other Priorities – The committee suggested being pro-active regarding the auxiliary 

funds.  Shelly suggested exploring a hot-line for anonymous tips.  The committee asked 

Shelly to explore the cost of a tip line, the ratio of bogus to valid tips, etc. and bring 

that information back to next Audit Committee meeting.  Regent Roberts expressed 

concern about advertising the tip line as it may imply that we think there are problems 

on the campuses that we don’t know about. 

12. Next Meeting Date – The next meeting is tentatively scheduled for Thursday, September 

6, 2018, in Pierre.  It was suggested that we engage institutions in the meetings.  Shelly 

asked the committee to submit other agenda items.  At some point, the meetings may 

become conference calls versus face-to-face. 

 



 

 

 

Regent Bastion moved to adjourn and all agreed.   

 

 


