M NUTES

Audit Committee Meeting

Monday, Decenber 3, 2018 at 4:00 PM

Car negi e Town Hal |

235 West 10th St., Sioux Falls, South Dakota 57104

1. Call To Oder

Conmittee Chair Greg Neitzert called the neeting to order at 4 p.m
Present: Conmittee Menber Dean Buckneberg, Conmittee Menber Tony Goettsch
Conmittee Menber Rose Grant, Conmittee Menber Rick Kiley, Committee Chair Geg
Neitzert, Committee Menber Curt Soehl, Committee Menber Theresa Stehly

2. Approval of M nutes

A. Meeting of Monday, Septenber 24, 2018

A notion was made by Committee Menber Kiley and seconded by Conmittee Menber
Soehl to approve the mnutes.

Roll call vote to approve. 7 Yes: Buckneberg, CGoettsch, Grant, Kiley, Neitzert,
Soehl, Stehly; 0 No: (None). Mdtion Passed.

3. Reports and Updates

A. Update on External Audit of City's 2018 Financial Statenents by Keith
Severson, Partner, Eide Bailly, LLP

Severson provided an overview of the service team audit objectives, audit
approach, recent or new professional standards, and the risk assessnent.

Di scussion foll owed about: Federal programs which are audited; |ength of the
Ei de Bailley Contract; types of audits perfornmed, generally, by Eide Bailley;
requirenents for financial audits; fraud training; and the tineline for the
external audit.

B. Overview of Proposed Changes to Audit Ordinance and Poli cies

Nei t zert provided an overvi ew of ongoing activities related to a revision of
the current Audit Ordinance (Chapter 32: Audit Committee.) He expl ai ned that
proposed revisions will include greater clarity of the role of the audit
conmittee, appointnment of nenbers, fornal establishnent of an Ofice of

Internal Audit, appointnent of staff, and staff responsibilities. Neitzert also
noted that the proposed changes will require changes to current City Counci
policies and procedures and repeal of the current "Audit Charter" as the
content of the Charter will be codified in ordinance.

Audit Staffing Update

(1) Status of Rich Cksol - Part Tinme Auditor



(2) Status of the Pay for Performance Resolution for City Counci
St af f

(3) Update on Hiring of Internal Audit Manager and Internal Auditor

Neitzert stated that Rich Cksol, part-tinme auditor, will be scaling back hours
after the new year with and will finish in May, 2019. During the rean nder of
his tinme, he’'ll focus on organi zational responsibilities to include staff
mentoring. Neitzert further noted that the City Council will be

considering a resolution to adjust the pay of Audit staff based on the recent
conpensation and benefits study; the proposed changes are narket-based and wl |l
attract strong candi dates. Lastly, Neitzert explained that the hiring process
for a new Internal Audit Manager will begin follow ng passage of the proposed
Audit ordinance. Accordingly, it is expected that a new Internal Audit Manager
may be identified and appoi nted sonetine in March, 2019.

Di scussion foll owed about the inportance of clearly identifying Audit
responsibilities in the proposed ordi nance and ensuring that a new Interna
Audit Manager is hired as soon as possible.

D. 1A New Internal Auditor Training (Abby Vandel anotte)

Chair Neitzert stated that Vandel anotte attended training in early Cctober and
enphasi zed its val ue.

4. Audit Report Review
A. Audit Report 18-01: Great Bear Recreation Park Audit Report

Abby Vandel anotte, Internal Auditor, presented the report which is nmade an
attachnent to these minutes.

Di scussion foll owed about: the check-signing and revi ew process; cash receipts;
injury reporting; and, naintenance of equipnent.

A notion was made by Committee Menber Soehl and seconded by Conmittee Menber
Kiley to accept the report and subnit it to the Mayor and City Council

Voi ce vote to accept the report and submit it to the Mayor and Gty Council
Mbti on Passed.

B. Audit Report 18-06: Fraud Ri sk Assessnent

Rich Cksol, Part-Tinme Internal Auditor, the report which is nade an attachnent
to these m nutes.

Di scussion foll owed about: who perforns the death audit; ethics training; how
often this type of report is conpleted; and, the inportance of having an
Internal Audit Manager to assess risk and conduct internal audits.

A notion was made by Conmittee Menber Buckneberg and seconded by Committee
Menber Kiley to accept the report and submit it to the Mayor and City Council

Voi ce vote to accept the report and submit it to the Mayor and City Council
Mbti on Passed.

C. Audit Report 18-05: Ctyw de Ri sk Assessnent



Rich Cksol, Part-Tinme Internal Auditor, the report which is nade an attachnent
to these m nutes.

There was no di scussi on.

A notion was made by Committee Menber Goettsch and seconded by Committee Menber
Grant to accept the report and subnit it to the Mayor and City Council.

Voi ce vote to accept the report and submit it to the Mayor and City Council.
Mbti on Passed.

D. Audit Report 18-04: Financial Condition Analysis

Rich Cksol, Part-Tinme Internal Auditor, the report which is nade an attachnent
to these m nutes.

Di scussion foll owed about bond rati ngs.

A notion was made by Committee Menber Kiley and seconded by Conmittee Menber
Soehl to accept the report and subnit it to the Mayor and City Council.

Voi ce vote to accept the report and submit it to the Mayor and City Council.
Mbti on Passed.

Update on Audits Currently in Progress

E. (1) Geat Plains Zoo and Del bri dge Museum

(2) Purchasing Card Program

Neitzert noted that the Purchasing Card Programaudit is in progress and will
carry over into next year; the Geat Plains Zoo and Del bri dge Museum audit is
in progress and will be conpleted this nonth. Five audits have been conpl et ed;
three will be noved to the 2019 plan; and three were withdrawn or will be noved
to a future year.

F. Status of the 2018 Audit Pl an

A notion was made by Committee Menber Grant and seconded by Conmittee Menber
CGoettsch to recormend the 2019 Audit Plan to the City Council for Approval.

Voi ce vote to accept the report and submit it to the Mayor and City Council.
Mbti on Passed.

G Review 2019 Audit Plan and Recommendati on of Approval to Cty Council

Nei t zert provided an overview of the 2019 plan. The plan includes the follow ng
audits: 1) Payroll - Enployee Deductions; 2) Landfill - Licensing; 3) Damage
Recovery and Billing Process; 4) SMs agreenent to nanage the Denny Sanford
Prem er Center, Sioux Falls Arena, Sioux Falls Convention Center, Sioux Falls
Stadi um and O pheum Theater; 5) Ovations Food Service (dba Spectra Food
Service and Hospitality) to provide food & beverage services at the above
facilities; and, 6) Purchasing Card Program

5. Open Discussion



There was none.

6. Public Coment

7. Adj our nnent

Chair Neitzert adjourned the neeting at 5:57 p.m

Thomas M Greco, City Cerk



