
 

 

Audit Committee 

Minutes 

October 17, 2017 

Attendees:  Jim Thares, Chair; Pam Roberts, John Bastian, Deene Dayton, Steven Neff, BOR – 

Shelly Anderson, Mike Rush, Monte Kramer, Scott Van Den Hemel, and Julie Kueter 

1. Welcome, Introductions and Review Agenda – Mike Rush welcomed everyone and asked 

everyone to introduce themselves.  Then Audit Committee Chair Jim Thares welcomed 

everyone to the first meeting of the Audit Committee. 

2. Audit Committee Charter – Shelly Anderson referenced the August 2017 audit committee’s 

charter that outlines the duties of the committee.  Mike Rush mentioned that changes can be 

made, particularly regarding the staggered terms. 

3. Internal Auditor Functions/Responsibilities – The internal auditor position was established 

when Tad Perry was executive director of the Board of Regents.  Shelly Anderson has been 

BOR’s internal auditor since 2003.  In 2005, an internal audit charter set out the mission, scope, 

and authority.  BOR’s internal auditor ultimately reports to the Board. 

a. Internal Audit Charter – According to BOR Policy 4:37 – Fraud Policy, campuses are 

required to notify the internal auditor of theft.  Currently, the campuses are not audited 

separately and have an audit report provided.  Scott Van Den Hemel reviews the campuses’ 

financial information and the BOR finance staff monitor cash-on-hand, revenues, transfers, 

etc.  Mike Rush mentioned that in his former position in Idaho, an external audit firm was 

hired yearly at a cost of approximately $1,000,000.  Since South Dakota depends on the 

legislative audit system and has more central office operations, an external audit may not 

be necessary.  Per Monte Kramer, the South Dakota BOR has a lot of policies and 

procedures that campuses follow.  The central shared services also make sure each campus 

is complying with state procedures.  Where problems have been found, it is usually due to 

the person reviewing and approving hasn’t paid close enough attention.  Shelly noted that 

last year a review was performed on cash collection activities.  It was discovered that 

campuses collect cash in many locations.  John Bastian suggested that the committee could 

provide direction and help decide what is reported to the Board.  All audits prepared by 

Shelly go to the Board. 

b. Chart/Other Internal Auditors in the System – Shelly is a department of one in the 

central office but works closely with the campus controllers.  The campuses have hired 

external auditors when a big incident has happened.  SDSU hired an external auditor 

regarding the 4-H situation.  Foundations are audited annually by an external auditor. 

c. Required Audits/Reports – For the Agreed-Upon Procedures, Scott Van Den Hemel and 

Shelly Anderson look over the reports and then forward to the Department of Legislative 

Audit.  The Public Service Audit Report is also a required internal audit. 

d. Proposed Audit Schedule – Shelly Anderson provided a proposed audit schedule 

including seven items.  The committee decided after completing the SDSM&T NCAA 

Division II audit and the local bank accounts audit per the state auditor’s request, the next 

item should be developing a tentative audit plan that would include a risk assessment.  The 



 

 

other proposed items on the audit schedule included:  procurement card/vendor cards, 

statewide internal control framework, international student insurance review, and public 

service activity.   

 

Due to Gear-Up, South Dakota is developing an internal controls framework and has 

established an IC board.  Shelly Anderson is on the Internal Controls Task Force, Monte 

Kramer is on the Board of Internal Controls.  The Internal Control Board has supported 

hiring an outside firm to review and develop internal control procedures.  BFM is currently 

negotiating a contract that could cost $750,000-$1,000,000 to prepare an IC framework to 

use for all agencies.  Mike Rush asked the committee to identify critical areas to address 

for all the universities.  To start the BOR risk assessment, John Bastian suggested surveying 

the campuses and identifying the highest risk areas.  Shelly mentioned that she would need 

more staff to do an adequate risk assessment but could perform a risk assessment with the 

help of campus staff. 

4. VP of Finance/Major Reports 

a. FY16 Campus Financial Reports – Monte Kramer explained that the Board approves the 

institutions’ budgets and has various rules that must be followed, for example purchases 

over $500,000 must be approved by the Board.  The universities must follow all 

procurement, payment, and travel regulations.  Banner Finance is the system-wide 

finance/accounting system that BOR staff use to monitor spending but ultimately, 

institutions manage how money is spent.  Banner Finance is in the process of being 

upgraded to the latest version, referred to as Banner 9.   

 

A couple years ago, a situation at SDSM&T involved federal grants that resulted in a 

budget shortfall for SDSM&T.  This prompted the board office to watch more closely what 

the campuses are doing.  The BOR finance staff put together quarterly and annual finance 

reports that are provided to the Board.  By looking at historical trend data, potential 

problems may be identified early on.  There is no audit opinion provided on the campus 

financials.  The Department of Legislative Audit provides a combined annual financial 

report with an opinion.  Scott Van Den Hemel will provide names of the controllers at each 

campus. 

b. FY16 Combined Annual Financial Report (CAFR) – The South Dakota CAFR is issued 

by December 31st each year.  It combines the campus and foundation information.  Scott 

Van Den Hemel gets copies of the foundation audits.  Jim Thares asked if there is any 

assurance that the foundations have the money for building projects.  BOR policy says that 

funding needs to be in-hand before going to the legislature and a commitment letter is 

required from the foundation.  Many projects are funded with donations. 

c. FY16 Audit Findings and Adjustments – For the last two years, the Board of Regents 

has had no audit findings.  The campuses have a very low turnover rate and deserve a lot 

of the credit for the low number of findings. 

d. FY17 Annual Financial Assessment – The annual financial assessment is a tool that looks 

at cash balances at various points in time.  The use of red, yellow, or green lights show the 

level of concern.  These reports are provided to Regents and the campus presidents.  Monte 



 

 

Kramer walked through the various reports within the annual assessment.  Regent Thares 

expressed concerns about campuses having 20%+ of uncommitted cash when the campuses 

are asking for tuition increases.  The campuses may have a plan for the use of the money.  

Monte felt that the current expectation of a 10% uncommitted cash balance was too low.  

It needs to be clear that these dollars, while labeled uncommitted, are managed by deans, 

presidents, researchers and departments.  Many of the dollars are tied to future plans to buy 

equipment, upgrade labs, or future initiatives.  The quarterly report shows days cash.  The 

Board randomly chose 10% as the base for revenues, Scott recommended 20% as a 

comfortable number.   

e. FY17 BOR Cash Balance Report – Did not discuss due to time constraints. 

f. FY17 Year-End Quarterly Financial Indicators – Did not discuss due to time 

constraints. 

g. HEFF Cash Flow Statement – October 2016 – Monte Kramer is working on the HEFF 

cash flow statement that will go to the Board in December.  HEFF is how BOR pays the 

lease payments for properties bonded through South Dakota Building Authority. 

h. FY17 Auxiliary Agreed Upon Procedures – To accommodate bond holders’ requests for 

financial documents on auxiliary facilities, the agreed upon procedures agreement shows 

how the BOR is meeting bond covenants.  As a system we are at 1.48 coverage ratio, with 

a 1.2 requirement.  By bonding as a system, we lean on all campuses to ensure financial 

stability.  This allows us to get a higher bond rating and lower interest rate.  

5. Department of Legislative Audit – Martin Guindon – Martin Guindon, Bob Christensen 

and Lisa Jonas shared their experiences with other audit committees.  The city of Sioux Falls 

asked that DLA review their management decisions.  DLA is also doing audits for a couple 

larger counties.  Bob Christensen provided information as to what is included in an audit.  

CAFR and the state’s single audit (audits of grants) are the two components of the audit.  Bob 

provided a handout that highlighted how DLA can help the audit committee.  The Audit 

Committee directs and establishes the work plans.  For example, DLA could make sure the 

policies are implemented correctly.  DLA could come in and do a limited audit based on the 

request from audit committee and depending on DLA’s staff resources.  DLA staff suggested 

the committee communicate with external auditors, do an internal risk assessment, and/or 

determine how we can address risk, etc.  We may want to use our own staff or from outside 

the system.   

6. Next Steps 

a. Questions of the Committee – The committee was pleased with the first meeting.  The 

plan is to develop an audit plan that includes getting background information from the 

institutions in preparation for a risk assessment, to formalize an internal audit process, and 

to explore back-up options if something should happen to Shelly.  Mike Rush asked the 

committee if we should invest now to keep things clean, or do we “get by” and then find 

an issue.  The direction for now is to focus on risk assessment once the SDSM&T and local 

bank accounts audits are completed.  Monte Kramer offered to help committee members 

one-on-one as they go through the reports.  During the next audit committee meeting, Pam 

Roberts would like Deene Dayton and Steven Neff to provide reactions to the reports 

provided during this meeting.   



 

 

b. Number of meetings per year – Mike Rush mentioned that the next meeting of the Audit 

Committee will likely be a Friday in February 2018, due to legislative session.  Everyone 

is to check their calendars. 

7. Next Meeting Date – Not yet set. 


