M nutes are considered "draft" until approved at the next neeting.

M NUTES Monday, Decenber 10, 2012

4: 00 PM
Audit Committee Meeting

Car negi e Town Hal |
Sioux Falls City Counci

235 West 10th Street

Menbers Present: Council Menber Sue Aguilar, Council Menber Janmes Entennan,
Counci| Menber Greg Jam son, and Audit Conmittee Menber Anne

Oppegard

Menbers Absent: Council Menber Rex Rolfing and Audit Conmittee Menber Jason
For bes

Staff Present: Tanmara Jorgensen, CMC, Assistant Gty COerk; R ch Cksol,

Lead Internal Auditor; Danette Schumacher, |nternal Auditor; Kim Schroeder
Internal Auditor; JimDavid, Legislativel/ Qperations Manager; and David Bixl er
Budget Anal yst

1. Call To Order
Conmittee Chair Greg Jamison called the neeting to order at 4:00 p.m
2. Review and approve mnutes fromlast commttee neeting dated Cctober 4, 2012

A notion was made by Council Menber SueAguil arand seconded by
Counci| MenberJanmes Entennant o approve the ninutes dated Cctober
4, 2012.

Jami son called for a voice vote on that notion and all nenbers voted
yes. Mbtion Passed.

3. Reports and Updates

A. Deferred fromthe Cctober 4, 2012 Meeting: Revi ew Managenent Responses to
Audit Report 12-08 Light and Power.

Cksol stated that this itemwas initially covered at the October 4, 2012, Audit
Conmittee Meeting. He covered the additional responses received fromthe

Public Works Departnment since the Cctober neeting. Oksol stated that 40% of the
inventory in the Light Managenent Division was off on the initial count; he
stated this infornmati on was expl ai ned on page 5 of the report.

Jam son asked Public Wrks staff if they would |like to add any coments
regardi ng these recomendati ons. Dean Borchardt, Public Operations
Manager, discussed the dollar anpbunts associated with the Light and Power
Di vi sion,their budget, and proposed changes to their budget from 2012.

A notion was made by Committee Menber Anne Oppegardand seconded by
Counci| Menber Sue Aguilarto accept this audit report.

Jami son called for a voice vote on that notion and all nenbers voted
yes. Mbtion Passed.



B. Discuss upcoming audit of the City's 2012 Financial Statenents.
Cksol introduced Eide Bailly LLP representative Dean Buckneberg.

Buckneberg stated his firmwould be conducting a financial audit of the Cty
i ncluding auditing any federal financial assistance given to the City as
of Decenber 31, 2012.

Buckneberg stated the tineline for the audit as follows: beginning January 28,
2013 and to deliver a final report on March 29, 2013 (tentative deadline). Eide
Bailly LLP personnel have prepared and net w th nanagenent and have set up a
listing of docunents that they will need to get started on these audits.

They plan to confirmrevenues fromthe State of South Dakota and with the
Count i es.

Buckneberg al so confirnmed that they are conducting their bank confirmations
differently. These procedure changes are a result of recent bank fraud
regarding a nunicipality. In addition, their forensic group will be

i nvol ved this year and will be conducting interviews with city staff to try to
identify potential fraud or areas where fraud could be conmmtted.

Buckneberg stated they are interested in any feedback fromthe Council or
Conmittee Menbers regardi ng any concerns they nay have. He stated they

are avail able to address areas of concern regarding financial statenents if
anyone has questions.

Di scussion followed regarding the followi ng: federal audits and the doll ar
anmount limt; the appropriate timng for responding to the Audit

Conmittee regardi ng suspected fraud; what effect will the new I T system
roll out have on the upconing audit; if there were any itens left over from
| ast year’s audit that require additional review

Buckneberg stated they receive good cooperation fromCity staff regarding the
audi ts.

Jam son asked when Eide Bailly would update the Audit Conmittee.
Buckneberg stated this would occur in late March, but if anything was found
sooner it would be reported to the Audit Conmittee i mmediately.

C. Review Audit Report: 12-13 Ryan Wite Gant.

This audit was requested by the Health Departnent to review expenditures
di stributed through the Ryan Wiite Grant. Ki m Schroeder, Interna
Auditor, reviewed the report, the audit objectives, detailed responses,
recomendat i ons and nanagenent responses.

A notion was made by Council MenberJanes Entennman and seconded by
Conmittee Menber Anne Oppegard to accept this audit report.

Jami son called for a voice vote on that notion and all nenbers voted
yes. Mbtion Passed.

D. Review Audit Report: 12-10 Fraud Ri sk Assessnent.

Cksol reviewed the report, the audit objectives, detail ed responses,
recomendat i ons and managenent responses. (ksol cited fraud exanples starting
on page 6 fromother cities and fraud exanples fromthe Cty of Sioux Falls
on page 9.



A notion was made by Council Menber Sue Aguil arand seconded by
Counci| Menber Janes Entennanto accept this audit report.

Jami son called for a voice vote on that notion and all nenbers voted
yes. Mbtion Passed.

E. Review the 2013 Annual Audit Pl an.

Cksol reviewed the 2013 Annual Audit Plan covering the following topics: Carry
Forwards from 2012; Contract/Agreenent Audits; Revenue/ Cash Handl i ng/ Cash
Recei pts Reviews; Special Area Audits; Qher Activities and Conti nuing

Pr of essi onal Devel opnent .

Jam son asked Cksol to provide informationthat would show how nuch tine
is spent on each audit report. Cksol stated he will provide this
i nformation.

A notion was made by Council Menber James Entenmanand seconded by Counci
Menmber Sue Aguilarto accept this Audit Plan.

Jam son called for a voice vote on that notion and all nenbers voted yes
Mbti on Passed.

Cksol will make arrangenents to add this itemto the agenda for the Cty
Counci| Meeting on Tuesday, Decenber 18, 2012.

F. Discuss Public Input at Audit Conmittee Meeti ngs.

Jam son stated that this itemwas discussed briefly at a past Audit Comittee
Meeting. He stated that Cksol has done sone research on how ot her

conmuni ties handl e public input duringtheir Audit Conmittee neetings.

Cksol stated that sonme conmittees have a nore formal process. He stated

it is unconmon to have public input during these types of neetings. Cksol
stated one city requires that an individual speak with the Chair prior to the
nmeeting if they wish to speak regarding a specific audit report.

Entenman stated he |ikes the way the neetings are presented now and the way the
Audit team presents information and gathers input. He stated that

citizens have the ability to contact Council Menbers and the Audit Committee if
they wish. In addition, there are five mnutes provided at Cty Counci

Meetings if citizens wish to discuss itens. Aguilar agreed that there are
several opportunities for the public to address or contact the Cty Council if
t hey have questions. She does not see a need for a change in policy at this
tinme.

Jam son agreed that the procedures in place now are very good. He stated

there is tel evision coverage, |ive broadcasts and web streaning which allow for
many types of transparency. In addition, citizens have access to Counci

Menbers in many ways if they wish to discuss itens.

After additional discussion, the Audit Conmittee decided there would be no
changes to current policy regarding public input at the neetings.

G Discuss Peer Review for Internal Audit.

Cksol stated that a "Peer Review' is allowing other auditors to cone in and
eval uate your organi zati on and how you do things. Oksol gave an update on the
"Red Book Standards" and the "Yell ow Book Standards": which are guidelines for
the types of audits to be perforned. Under the Red Book Standards, a peer
review is recommended every five years; under Yellow Book Standards, a peer



review is recommended every three years

Cksol stated that ALGA (The Association of Local Governnent Auditors) would be
a cost effective way of doing this.He stated they have a peer

revi ew program ALGA does not charge for this service but there are

expenses associated with travel and | odgi ng arrangenents. An onsite visit

takes about five nights and nultiple auditors (3) are sent. Cksol stated

the estimated costs woul d be $4, 000. 00. ksol estimates that if the peer
revi ew was conducted through the Institute of Internal Auditors (Florida) it
woul d cost $10, 000.00 for an audit.

If the City of Sioux Falls participates in this, the Internal Auditing
Department woul d be asked if a nenber could be added, as a nenber of the peer
review teamfor future audits of other organizations. Cksol

expl ai ned that the auditor would be paid their wages through the nornal payrol

procedure and woul d be reinbursed for travel and | odgi ng expenses. Training for
peer reviews are held annually at ALGA's national conference. This

information is also available on their website if a person is unable to attend
t he conference.

At Jamison’s request, Cksol gave a breakdown of how the peer group audit is
conducted and the tineline needed.

Ent enman recomended that research and arrangenents are nade for a peer to peer

group audit. He would like Jim David, Operations/Legislative Manager to
check into this information. Aguilar advised that the budget be reviewed to see

if funds are available now, if not the audit shoul d be schedul ed for
2014. Entenman requested that Jim David and David Bi xl er, Budget Analyst,
do sone research regarding the arrangenents. Aguilar requested an update at the

next Audit Conmittee Meeting.

4. Open Discussion

Cksol stated that he will be sending out an email for proposed dates for the
2013 Audit Conmittee Meeting schedul e.

Jam son asked for the tineline for electing or re-electing the Chair position
for the Audit Commttee. Discussion was held regarding the process for

el ecting a nmenber to this position. Janison recomended that the change

take place at the beginning of 2013 if desired by the conmittee.

Cksol reminded the conmmittee that his perfornmance eval uation is due.
Di scussion was held on how the process was handl ed in the past.

Executive Session



There was none.
6. Adj our nnent

A notion was made by Committee Menber Anne Qppegard and seconded by Council
Menmber Sue Aguilar to adjourn the neeting at 5:10 p. m

Jam son called for a voice vote. Al nenbers present voted yes.
Tamara Jorgensen, CMC

Assi st ant
Cty derk



