
Internal Audit Report 16-04 
Sioux Falls Development Foundation: Foundation complying with 

agreement with City and encouraged to measure outcomes of 
economic development efforts  

August 2016 
 
 

 
 

 
 

City of Sioux Falls 
Internal Audit Department 

Carnegie Town Hall 
235 W. 10th Street 

Sioux Falls, SD  57117-7402 
www.siouxfalls.org/council/internal-audit 

 
 
 



Sioux Falls Development Foundation 
Internal Audit Report 16-04  August 2016 

 
2. Determine what the Sioux Falls Development Foundation has specifically done 

with the Special Projects Fund money, as described in Section One of the 2015 
agreement.   

  
 
SCOPE AND METHODOLOGY 
 

The scope of this audit included the most current agreement between the City and the 
Development Foundation.  At the time the audit work began, this was agreement 15-4092 
executed by the Mayor on August 19, 2015 after approval by the City Council at their 
August 18, 2015 meeting.  The focus of this audit is on compliance with Section One of 
the Development Foundation agreement, including the Special Projects Fund. The scope 
of audit objective two is the expenditures from the Special Projects fund for 2012-2015. 
Our methodology included: 

• A review of the agreement. 
• Interviews with employees of the City’s Economic Development Division. 
• Interviews with employees of the Sioux Falls Development Foundation. 
• A review of accounting records of the City of Sioux Falls and the Development 

Foundation pertinent to the agreement. 
• A review of minutes from the Development Foundation’s Board of Directors. 
• A review of the Development Foundation’s 2015 Annual Report. 
• A review of presentations to the City Council on the Foundation Park, a new 

development project located in northwest Sioux Falls. 
• A review of the results of the Development Foundation’s 2014-2015 financial 

statement audit performed by an independent Certified Public Accounting firm. 
• Research into performance measures for economic development organizations. 

 
 
RESULTS 
 
 

Section One: Services to be Provided 
 

The Foundation is required by Section One to provide various services and tasks to the 
City such as promoting job growth, tax base growth, and assisting the City with 
developing any ordinance amendments or other programs and initiatives that affect 
economic development.  They are also required to work closely with the City’s Economic 
Development Division.  We concluded that the Foundation is in compliance with 
providing these services and tasks to the City.    
 
Section One further specifies that the City will fund a Special Projects Fund for the 
purposes of economic development retention, recruitment, and expansion efforts. In years 
2012-20151 this amount, according to the agreement, has been $100,000 per year. The 

1 The City did not provide the $100,000 funding in 2015 because it is considered discretionary by the City. 
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CONCLUSION 
 
The Sioux Falls Development Foundation is complying with the terms of Section One of 
the 2015 agreement with the City of Sioux Falls.  The Foundation is very active in 
promoting job growth, attracting and retaining employers, and marketing the city and the 
local area to potential employers.  The working relationship between the Foundation and 
the City’s Economic Development Division is described by both parties as a close and 
cordial relationship.  The Special Projects Fund is being used for economic development 
purposes and is done so with the consultation and consent of the City’s Economic and 
Development Division as required by the agreement.   
 
The scope of this audit was restricted to determining the Foundation’s compliance with 
the agreement with the City of Sioux Falls.  However, while performing research for this 
audit we noted that there have been several research efforts into measuring economic 
development efforts.2  Research papers urge economic development organizations to 
measure outcomes and not just outputs.  Outputs are things an organization or community 
does to create outcomes.  Outcomes are the changes that an organization or community 
hopes to see as a result of their actions.  A question that might be answered and reported, 
for example, is how much do the created jobs pay and is this compensation a livable 
wage.  
 
The Foundation’s management and the City’s Economic Development Division (EDD) 
are aware of these studies.  They are also aware that outcomes are not entirely within 
their control.  Outcomes depend upon the efforts of many organizations.  However, since 
taxpayers are seeking results, we encourage the EDD and the Foundation to work 
together to identify and measure outcomes of economic development efforts. 
 
We wish to thank the staff and management of the Foundation and the City’s EDD for 
their courtesy and cooperation during this audit. 
 

 
AUTHORIZATION 
 

Internal Audit Division operates under the authority of an Internal Audit Charter adopted 
by City Council resolution 11-13.  

 
AUDIT STANDARDS 
 

This audit was conducted in accordance with the International Standards for the 
Professional Practice of Internal Auditing issued by the Institute of Internal Auditors. 

2 For example: Performance Metrics Matter, Go Beyond Counting Jobs to Create a Highly Effective Comprehensive 
Development Strategy,  a Publication of the National Association of Development Organizations (NADO) Research 
Foundation with Support from the U.S. Economic Development Administration (EDA), August 2012 and 
Rural Research Report: Measuring the Impacts of Economic Development, a publication of the Illinois Institute of Rural 
Affairs, Spring 2015 
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