
FY2016 SINGLE AUDIT OVERVIEW 
 
 

 
 

Purpose 
The following overview is intended to provide the GOAC with a general understanding of the different 
auditor’s reports, management letters, financial statements and other information included in the 
FY2016 State of South Dakota Single Audit Report. 
 
Single Audit 
A single audit is an audit which includes both the entity’s financial statements and its federal awards.  
The State’s single audit includes an examination of the financial records, internal controls and 
compliance with laws and regulations for both the federal programs and the State as a whole. 
 
The audit of the State’s financial statements is designed to determine whether the statements are fairly 
presented in all material respects; and whether the presentation is in accordance with generally 
accepted accounting principles (GAAP). 
 
Audit Standards 
An auditor is required to understand and use various standards and federal laws and regulations in the 
performance of a Single Audit.  The following were used for FY2016.  These are discussed further in 
Attachment 1. 

 Single Audit Act 
 OMB Uniform Guidance 
 GAO Government Auditing Standards 
 AICPA Statements on Auditing Standards 
 OMB Compliance Supplement 
 AICPA Audit and Accounting Guides 

 
Comprehensive Annual Financial Report 
The Comprehensive Annual Financial Report (CAFR) is a thorough, detailed presentation of the 
State’s financial position and activities for the fiscal year.  The CAFR is presented in three main 
sections. 

 The Introductory Section (Single Audit Report pages 1-10) includes a financial overview, 
discussion of the State’s economy and major initiatives, and the organizational structure for 
State government.  

 The Financial Section (Single Audit Report pages 11-173) includes the independent auditor’s 
report, management's discussion and analysis that provides an introduction, overview, and 
analysis of the basic financial statements, the basic financial statements, notes to the basic 
financial statements, and, combining and individual fund financial statements. 

 The Statistical Section (Single Audit Report pages 175-194) displays selected unaudited 
economic, financial trend and demographic information for the state.   

 
Independent Auditor’s Report 
The Independent Auditor’s Report issued by the Department of Legislative Audit (Single Audit Report 
pages 11-13) provides unmodified opinions on the financial statements of the governmental activities, 
the business-type activities, the aggregate discretely presented component units, each major fund and 
the aggregate remaining fund information.  An unmodified opinion means, in general, that the audit 
concluded that the financial statements were presented fairly and accurately. 
 
Government-Wide Financial Statements 
The first two financial statements in the CAFR are the government-wide financial statements consisting 
of a Statement of Net Position (Single Audit Report pages 34-35) and a Statement of Activities (Single 
Audit Report pages 36-37). The government-wide statements provide comprehensive information 
about the entire government, including all of the governmental funds, proprietary funds, component 
units, long-term debt, and capital assets. The government-wide statements do not include the fiduciary 
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funds, which account for resources the government manages on behalf of others.  This is because 
fiduciary fund resources are not available to support the State’s programs.  
 
The Statement of Net Position contains information about what the State owns (assets), what the State 
owes (liabilities), and what is left after assets are used to satisfy liabilities (net position).  
 
The Statement of Activities contains information about the costs of providing public services 
(expenses) and resources obtained to finance services (revenues) during the current fiscal year. The 
statement demonstrates the degree to which the direct expenses of a given function or segment are 
offset by program revenues.  Direct expenses are those that are clearly identifiable with a specific 
function.  Program revenues include: 1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services or privileges provided by a given function; and, 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular 
function.  Taxes and other items not properly included as program revenues are reported as general 
revenues. 
 
These statements provide comprehensive information about the entire State, excluding fiduciary funds, 
separated between: 
 

 Governmental Activities encompass most of the State’s basic services including; general 
government, education, health, human and social services, transportation, economic 
resources, and agriculture and natural resources.  Revenues from fees, taxes and federal 
grants finance most of these activities. 

 Business-Type Activities are financed in whole or in part by fees charged to external parties for 
goods or services. 

 Discretely Presented Component Units are entities legally separate from but financially 
accountable to the State or their relationship with the State is such that exclusion would cause 
the State’s financial statements to be misleading or incomplete. The discretely presented 
component units include the South Dakota Finance Authority, South Dakota Housing Authority, 
South Dakota Value Added Finance Authority, Science and Technology Authority, South 
Dakota Ellsworth Development Authority, and, Higher Education. 

 
Fund Financial Statements 
Separate financial statements are provided for governmental funds (pages 38-41), proprietary funds 
(pages 42-45), and fiduciary funds (pages 46-47).   Governmental funds include the general fund, 
special revenue, capital project, debt service and permanent funds.   Proprietary funds include 
enterprise and internal service funds.  Fiduciary funds include pension, private purpose trust and 
agency funds.  A further description of the purpose and uses for these fund types is included on pages 
54-55 in the notes to the financial statements.  The fund balances for by governmental funds are 
classified as nonspendable, restricted, committed, assigned, or unassigned.  A further discussion of 
these classifications is shown on Attachment 3. 
 
Major governmental and enterprise funds are reported as separate columns in the fund financial 
statements, with nonmajor funds being combined into single columns.  Additional combining 
statements for nonmajor funds and for component units can be found on pages 138-173.  The 
Governmental Accounting Standards Board (GASB) established the criteria to be used in determining 
the major funds to be reported.  The General Fund is always displayed as a major fund. 
 
The major governmental funds are: 

General Fund 
Transportation Fund 
Social Services Federal Fund 
Dakota Cement Trust Fund 
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Education Enhancement Trust Fund 
 
The major enterprise funds are: 

Lottery Fund 
Clean Water State Revolving Fund 
Drinking Water State Revolving Fund 

 
Measurement Focus and Basis of Accounting 
Economic Resource/Accrual Basis of Accounting 
The government-wide Statement of Net Position and Statement of Activities along with the proprietary 
fund, fiduciary fund and component unit statements are reported using the economic resources 
measurement focus and the accrual basis of accounting.  The economic resources measurement focus 
is similar to private enterprise reporting and attempts to answer the question of whether the fund’s total 
economic resources have increased or decreased.  Under the accrual basis of accounting, revenues 
are recorded when earned and expenses are recorded when a liability is incurred, regardless of the 
timing of related cash flows.   
 
Current Financial Resources/Modified Accrual Basis of Accounting 
The governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting.  The current financial resources 
measurement focus attempts to answer the question of whether there are enough current resources 
available for spending in the near future.  Revenues are recognized as soon as they are both 
measurable and available.  Expenditures are recognized in the period in which the fund liability is 
incurred except for the long-term portion of certain liabilities such as bonds payable, compensated 
absences and capital lease obligations. 
 
Selected Financial Statements 
Attachment 2 of this handout provides selected financial statements from the Single Audit Report.  I’ve 
included explanatory information about what is being presented in the statements and where to find 
additional note disclosures for certain account balances. 
 
Schedule of Expenditures of Federal Awards 
Pages 195-235 provide the Schedule of Expenditures of Federal Awards and the Auditor’s Report on 
the schedule.  The schedule lists the state’s cash basis expenditures and issuances incurred on 
federal grants and loan program balances. 
 
Internal Control and Compliance Reports 
Pages 237-241 provide two auditor’s reports regarding internal control and compliance.   
 Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance and 

Other Matters Based on an Audit of Financial Statements Performed in Accordance with 
Government Auditing Standards 
 
This is the auditor’s report on internal controls tested as part of the financial statement audit.  The 
report does not offer an auditor’s opinion on the overall design and operation of the government’s 
internal control but provides discussion of any significant deficiencies or the material weaknesses 
in internal control, instances of noncompliance or other matters that were identified during testing. 
 

 Independent Auditor’s Report on Compliance for Each Major Federal Program and Report on 
Internal Control Over Compliance Required by the Uniform Guidance 
 
This is the auditor’s report on the results of tests of internal controls over compliance for major 
federal award programs.  The auditor gave an unqualified opinion on the State’s compliance with 
the requirements of major federal programs.  The report identified findings associated with 
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instances of noncompliance and deficiencies in internal controls over compliance.  The 
determination of major programs is discussed further on Attachment 4. 

 
Findings, Questioned Costs and Corrective Action Plans 
Pages 244-286 provides: 

1. A summary of the results of the audit of the financial statements and federal awards. 
2. Listings of the major federal grant programs tested, the audit reports issued separately and the 

other significant areas tested. 
3. A listing of the prior and current year audit findings and questioned costs by agency of state 

government along with agency corrective action plans. 
 
Separately Issued Reports 
The following additional audit reports were issued for fiscal year 2016.  In addition to the audit of 
the State’s CAFR, the Department of Legislative Audit and Independent Public Accountant (IPA) 
firms perform audits of federal grants and some of the State’s funds, boards and commissions and 
component units.   
 
These reports can be found on the Department of Legislative Audit website. 
 
Issued by Legislative Audit: 
  REDI Fund 
  Economic Development Finance Authority 
  Building Authority 
  Educational Enhancement Funding Corporation 
  Science and Technology Authority 
  Lottery 
  South Dakota Investment Council 
 
Issued by IPAs: 
  Housing Development Authority 
  Unemployment Insurance Fund 
  Ellsworth Development Authority 
  South Dakota Retirement System 
  Educational Telecommunications 
  Soybean Research & Promotion Council 
  Corn Utilization Council 
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 Single Audit Act.  The Single Audit Act requires that any non-federal entity that expends a total 
amount of federal awards greater than $300,000 (now $750,000) to have a Single Audit.  This 
Act gives the Office of Management and Budget (OMB) the authority to develop policies on 
performing the audits.   

 

 Uniform Guidance.  OMB issued Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance).  It includes uniform cost principles and audit requirements for federal 
awards to nonfederal entities and administrative requirements for all federal grants and 
cooperative agreements.  The Uniform Guidance superseded eight OMB circulars, including 
OMB Circular A-87 regarding cost principles and Circular A-133 for audit requirements. 

 
For the recipients of federal grants like the State, the Uniform Guidance covers the 
administrative requirements, procurement, internal control and subrecipient monitoring in 
addition to the cost principles that identify what grant costs are allowable or unallowable and 
the Single Audit requirements previously found in Circular A-133. 

 
The Uniform Guidance requires the audit to be performed in accordance with generally 
accepted government auditing standards (GAGAS) and cover the entire operations of the 
auditee, although individual audits of agencies or departments are allowed. 

 
The Uniform Guidance requires: 
1. The auditor to determine whether the financial statements are presented fairly in all 

material respects in accordance with generally accepted accounting principles.  
2. The auditor to determine whether the Schedule of Expenditures of Federal Awards is 

stated fairly in all material respects in relation to the auditee's financial statements as a 
whole. 

3. That in addition to the requirements of GAGAS, the auditor must plan and perform testing 
of internal control over compliance for major programs that will support a low assessed 
level of control risk for the assertions relevant to the compliance requirements the program 
and perform testing of internal control. 

4. That in addition to the requirements of GAGAS, the auditor must determine whether the 
auditee has complied with Federal statutes, regulations, and the terms and conditions of 
Federal awards that may have a direct and material effect on each of its major programs.  
These compliance requirements are commonly found in the Compliance Supplement 
issued by the OMB. 

5. The auditor must follow-up on prior audit findings and complete and sign sections of the 
data collection form submitted to the Federal Audit Clearinghouse. 

 
Additional reporting requirements of the Uniform Guidance include: 
1. A report on compliance for each major program, and, 
2. A report on internal control over compliance 

 
For the State’s Single Audit this is combined as the Independent Auditor’s Report on 
Compliance for Each Major Federal Program and Report on Internal Control Over Compliance 
Required by the Uniform Guidance 
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 Government Auditing Standards.  As noted above, the Uniform Guidance requires the audits to 
be performed in accordance GAGAS.  An audit performed in accordance with GAGAS is 
performed using the Government Auditing Standards (commonly referred to as the Yellow 
Book), issued by the Comptroller General’s Government Accountability Office (GAO).    

 
Government Auditing Standards incorporates by reference the AICPA Statements on Auditing 
Standards and as a result, auditors performing financial statement audits in accordance with 
Government Auditing Standards should comply with the generally accepted auditing standards 
(GAAS) relevant to financial statement audits. 

 
GAGAS establishes requirements for performing financial audits in addition to the requirements 
contained in the AICPA standards.  The additional financial audit requirements include the 
following areas: 
 
1. Auditor communication. Requirements concerning communications to individuals 

contracting for or requesting the audit and to cognizant legislative committees when 
auditors perform the audit pursuant to a law or regulation, or they conduct the work for the 
legislative committee that has oversight of the audited entity.  Attachment 5 

2. Previous audits and attestation engagements.  Auditors should evaluate whether the entity 
has taken appropriate corrective action to address findings and recommendations from 
previous engagements that could have a material effect on the financial statements or 
other financial data significant to the audit objectives. 

3. Fraud, noncompliance with provisions of laws, regulations, contracts, and grant 
agreements, and abuse.  Under the AICPA Statements on Auditing Standards auditors 
have certain responsibilities concerning fraud, and noncompliance with laws and 
regulations.  GAGAS extends those responsibilities to include contracts and grant 
agreements.  GAGAS also defines abuse and discuses auditor’s response when abuse is 
detected. 

4. Developing elements of a finding.  GAGAS identifies that when an auditor identifies 
findings, they should plan and perform procedures to identify the following elements of a 
finding: Criteria, Condition, Cause, Effect or potential effect. 

5. Audit documentation.  GAGAS requires additional documentation requirement to be 
followed including documented supervisory review prior to the report release date. 

 
In addition to the reporting standards contained in the AICPA Statement on Auditing Standards, 
GAGAS requires the following for financial audits: 
 
1. When auditors comply with all applicable GAGAS requirements for financial audits, they 

include a statement in the auditors’ report that they performed the audit in accordance with 
GAGAS. 

2. Auditors are required to include a Report on Internal Control over Financial Reporting and 
on Compliance and Other Matters Based on an Audit of Financial Statements Performed in 
Accordance with Government Auditing Standards.  This will include the presentation of the 
any auditor findings and identification of any prior findings that have not been resolve along 
with the responses to the findings from the entity. 

 
Finally, GAGAS states that for a financial audit, the auditor should consider using lower 
materiality levels that what is required under the AICPA standards “because of the public 
accountability of government entities and entities receiving government funding, various legal 
and regulatory requirements, and the visibility and sensitivity of government programs.”  The 
auditor should also consider early communication of deficiencies that are identified. 
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 Compliance Supplement.  As identified in the Uniform Guidance, the auditor must determine 

whether the auditee has complied with Federal statutes, regulations, and the terms and 
conditions of Federal awards that may have a direct and material effect on each of its major 
programs.  These compliance requirements are commonly found in the Compliance 
Supplement issued by the OMB.  The supplement provides a source of information for auditors 
to understand the federal program’s objectives, procedures, and compliance requirements 
relevant to the audit as well as audit objectives and suggested audit procedures for determining 
compliance with these requirements. 

 
The Uniform Guidance states that an audit of the compliance requirements contained in the 
Compliance Supplement will meet the requirements of the Uniform Guidance. For programs 
not covered in the Compliance Supplement, the auditor must follow the Compliance 
Supplement's guidance for those programs. 
 
An audit of a federal program is broken down into the following compliance requirements in the 
supplement: 

Activities Allowed or Unallowed  
Allowable Costs/Cost Principles  
Cash Management  
Eligibility  
Equipment and Real Property Management  
Matching, Level of Effort, Earmarking  
Period of Performance  
Procurement and Suspension and Debarment  
Program Income  
Reporting  
Subrecipient Monitoring  
Special Tests and Provisions  

 
 AICPA Audit and Accounting Guides.  The AICPA Statements on Auditing Standards requires 

the auditor to consider applicable interpretive publications in planning and performing the audit.  
Two guides are released annually that are relevance to the State Single Audit. 

 
1. State and Local Governments.  This guide helps the auditor understand the generally 

accepted accounting principles applicable to the financial statements of state and local 
governments and how to audit and report on those financial statements in accordance with 
generally accepted auditing standards. 

 
2. Government Auditing Standards and Single Audits. 

This guide provides the auditor with information for performing a GAGAS audit and also an 
audit of federal program performed in accordance with the Uniform Guidance 
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Attachment 2

The Independent Auditor’s Report issued by the DLA provides unmodified (clean) opinions
over the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units , each major fund and the aggregate
remaining fund information shown below (in millions).

Assets Revenue
Major Funds
  Governmental funds:
    General Fund 455.1$       1,305.2$   
    Transportation Fund 204.7         654.1         
    Social Services Federal Fund 47.4           668.6         
    Dakota Cement Trust Fund 295.6         1.3             
    Education Enhancement Trust Fund 509.8         2.4             

  Enterprise funds:
    Lottery Fund 16.4           161.1         
    Clean Water State Revolving Fund 405.7         13.1           
    Drinking Water State Revolving Fund 250.1         25.4           

Aggregate Discretely Presented Component Units 
  South Dakota Housing Authority 1,585.7      101.2         
  Higher Education 2,119.4      833.1         
  Science and Technology Authority 111.8         29.9           
  South Dakota Finance Authority 19.4           29.9           
  South Dakota Ellsworth Development Authority 31.3           0.8             
  South Dakota Authority Captive Company 4.5             4.6             
  South Dakota Property and Casualty Captive 
    Insurance Company 4.1                  4.2                 
  South Dakota Value Added Finance Authority 2.4             0.1             
     Total 3,878.6      1,003.8      

Aggregate Remaining Fund Information
  Trust Funds 10,875.1        266.0             
  Nonmajor Governmental Funds 694.2              907.7             
  Nonmajor Enterprise Funds 264.5              81.4               
  Internal Service Funds 130.2              216.9             
    Total 11,964.0        1,472.0          

Government-wide statements
  Governmental Activities 6,288.3      3,639.0      
  Business Type Activities 930.1         280.9         
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Attachment 2

STATE OF SOUTH DAKOTA

STATEMENT OF NET POSITION

June 30, 2016

(Expressed in Thousands)

Primary Government

Governmental Business-Type Component

Activities Activities Total Units

Assets

Cash and Cash Equivalents 744,479$          286,149$            1,030,628$  494,115$       
Receivables (Net) 427,366            438,022              865,388      843,623         
Due From Component Units 880                   49                       929                              
Due From Primary Government 0                 3,478             
Internal Balances 4,637                (4,637)                 0                                  
Investments 993,394            176,815              1,170,209    1,008,639      
Securities Held as Escheat Property 11,056              11,056                         
Inventory 25,936              2,265                  28,201        13,417           
Advances to Component Units 1,450                21,769                23,219                         
Other Assets 6,558                79                       6,637          7,330             
Assets Held for Resale 0                 4,978             
Restricted Assets:                  
    Cash and Cash Equivalents 2,622                21                       2,643          70,214           
    Investments 20,015              547                     20,562        138,278         
    Net Pension Asset 93,162              2,054                  95,216        67,717           
    Other 633                     633             16,384           
Capital Assets:                  
  Land and Other Non-depreciable Assets 743,857            295                     744,152      60,808           
  Infrastructure (net) 2,312,928         2,312,928                     
  Property, Plant and Equipment (net) 628,290            2,266                  630,556      951,816         
  Construction in Progress 271,693            3,797                  275,490      197,864         

Total Assets 6,288,323         930,124              7,218,447    3,878,661      

Deferred Outflows of Resources

Deferred Outflow Related to Pensions 174,695            3,875                  178,570      127,879         
Deferred Swap Outflow 10,135           
Deferred Forward Contract Outflow                          340               
Deferred Outflow on Debt Refunding 5,193                5,466                  10,659        5,827             

179,888            9,341                  189,229      144,181         

Liabilities

Accounts Payable and Other Liabilities 290,609            7,451                  298,060      65,030           
Due To Primary Government 0                 929               
Due To Component Units 3,478                3,478                           
Accrued Interest Payable 3,253                3,879                  7,132          8,909             
Unearned Revenue 58,106              1,836                  59,942        12,429           
Noncurrent Liabilities:                  
  Due Within One Year 74,890              19,009                93,899        100,811         
  Due In More Than One Year 330,781            231,696              562,477      1,634,080      

Total Liabilities 761,117            263,871              1,024,988    1,822,188      

Deferred Inflows of Resources

Deferred Inflow Related to Pensions 138,665            3,059                  141,724      99,946           
Deferred Inflow on Gain on Debt Refinancing 1,142             

Total Deferred Inflows of Resources 138,665            3,059                  141,724      101,088         

Net Position

Net Investment In Capital Assets 3,804,409         6,357                  3,810,766    719,391         
Restricted For:

Education 304,073            304,073                       
Highways 143,677            143,677                       
Railroads 31,774              31,774                         
Law, Justice, Public Protection and Regulation 18,171              18,171                         
Agriculture and Natural Resources 82,169              82,169                         
Game and Fish 12,372              12,372                         
Parks and Recreation 7,879                7,879                           
Health and Public Assistance 15,612              15,612                         
Economic Development 45,485              45,485                         
Debt Service 24,033              99                       24,132        449,367         
Capital Projects 5,842                5,842                           
HOME and NSP Program 71,606           
Energy Conservation Programs 11,639              11,639                         
Higher Education - Expendable 0                 202,719         
Higher Education - Nonexpendable 0                 379,073         
Funds held as Permanent Investments:                  

Expendable 174,016            174,016                       
Nonexpendable 489,545            489,545                       

Pensions 129,192            2,870                  132,062      95,652           
Interim Lab 0                 4,384             
Mine Closure 0                 1,408             
Sanford Center for Science Education 0                 1,814             
Other Purposes 13,962              2,512                  16,474        21,482           

Unrestricted 254,579            660,697              915,276      152,670         

Net Position 5,568,429$       672,535$            6,240,964$  2,099,566$    

The notes to the financial statements are an integral part of this statement.

THE ABOVE STATEMENT APPEARS ON PAGES 34-35 OF THE SINGLE AUDIT REPORT
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Attachment 2

STATE OF SOUTH DAKOTA

STATEMENT OF ACTIVITIES

For the Fiscal Year Ended June 30, 2016

(Expressed in Thousands)
Net (Expenses) Revenue and Changes in Net Assets

Operating Capital Primary Government

Charges for Grants and Grants and Governmental Business-Type Component

Expenses Services Contributions Contributions Activities Activities Total Units

Functions/Programs

Primary Government:

Governmental Activities:
General Government 198,079$          236,003$         7,897$             $                       45,821$          $                     45,821$       
Education - Elementary, Secondary and 

Vocational Schools 210,777            10,016             170,188           (30,573)           (30,573)        
Education - State Support to Higher Education 232,245                                                            (232,245)         (232,245)      
Health, Human and Social Services 1,423,411         41,741             840,629           2,784                (538,257)         (538,257)      
Law, Justice, Public Protection and Regulation 269,583            82,456             53,041                                      (134,086)         (134,086)      
Agriculture and Natural Resources 153,087            83,921             43,319             1,769                (24,078)           (24,078)        
Economic Resources 56,138              452                  6,841               (48,845)           (48,845)        
Transportation 561,536            14,755             353,756           2,492                (190,533)         (190,533)      
Intergovernmental - Payments to School Districts 421,666            (421,666)         (421,666)      
Intergovernmental - Revenue Sharing 173,721            (173,721)         (173,721)      
Unallocated Interest Expense 6,627                (6,627)             (6,627)          
Unallocated Depreciation 53                     (53)                  (53)               
  Total Governmental Activities 3,706,923         469,344           1,475,671        7,045                (1,754,863)      0                     (1,754,863)   

Business-Type Activities:

Lottery 43,454              160,728           322                  117,596          117,596       
Clean Water State Revolving 8,290                6,899               6,188               4,797              4,797           
Drinking Water State Revolving 9,031                4,333               21,079             16,381            16,381         
Revolving Economic Development and Initiative 685                   888                  1,591               1,794              1,794           
Unemployment Insurance 27,611              37,898             2,695               12,982            12,982         
Second Injury 1,750                3,493               38                    1,781              1,781           
State Fair 3,136                2,967               115                  727                   673                 673              
Federal Surplus Property 4,548                4,680               16                    148                 148              
Rural Rehabilitation 533                   519                  204                  190                 190              
Prison Industries 8,162                9,604               50                    1,492              1,492           
Health Insurance Risk Pool 96                     1                      21                    (74)                  (74)               
Professional and Licensing 7,990                8,235               284                  529                 529              
Banking and Insurance 2,801                4,331               127                  1,657              1,657           
Other 3,070                2,838               42                    (190)                (190)             
  Total Business-Type Activities 121,157            247,414           32,772             727                   0                     159,756          159,756       

Total Primary Government 3,828,080$       716,758$         1,508,443$      7,772$              (1,754,863)      159,756          (1,595,107)   

Component Units:

Housing Authority 75,259$            73,466$           27,698$           $                       25,905$       
Science and Technology Authority 37,222              320                  26,889             2,283                (7,730)          
Higher Education 720,199            422,371           148,036           23,409              (126,383)      
Nonmajor 6,497                3,826               783                  11,522              9,634           

Total Component Units 839,177$          499,983$         203,406$         37,214$            (98,574)        

General Revenues:
  Taxes:
    Sales Taxes 905,475                                 905,475                           
    Motor Fuel Taxes 184,105                                 184,105                           
    Contractors Excise Taxes 104,979                                 104,979                           
    Bank Card and Franchise Taxes 25,943                                   25,943                             
    Other Taxes 360,917                                 360,917                           
  Investment Earnings 14,997                                   14,997         (633)             
  State Support to Higher Education                                                                   232,245       
  Gain on Sale of Capital Assets 2,057              2,057                               
  Miscellaneous 88,463            88,463                             
Additions to Endowments 7,119           
Transfers 120,602          (120,602)                             
  Total General Revenues, Additions to Endowments and Transfers 1,807,538       (120,602)         1,686,936    238,731       
    Changes in Net Position 52,675            39,154            91,829         140,157       
Net Position - Beginning, as restated 5,515,754       633,381          6,149,135    1,959,409    
Net Position - Ending 5,568,429$     672,535$        6,240,964$  2,099,566$  

THE ABOVE STATEMENT APPEARS ON PAGES 36-37 OF THE SINGLE AUDIT REPORT.

A list of what state 
agencies comprise the 
different functional 
classifications can be 
found on page 9. 

Revenue sharing expense 
represents the distribution 
of state imposed taxes or 
fees to other units of 
government.  An example 
would be motor vehicle 
licenses where the county 
retains a portion of the 
amount collected. 

This respresents the total cost of 
the function or program. 

Program revenues include: 1) charges to customers or applicants who purchase, use, or directly benefit from 
goods, services or privileges provided by a given function; and, 2) grants and contributions that are restricted 
to meeting the operational or capital requirements of a particular function.  Taxes and other items not 
properly included as program revenues are reported as general revenues.  

The totals being reported under in 
these rows represent the result of 
subtracting revenue from 
expenses.  A (negative) amount 
identifies a function or program 
where program revenue did not 
cover the costs of operations.  
For Governmental Activites, a 
negiative would often be funded 
from general revenues such as 
sales taxes.  For Business-Type 
Activities, negative amounts are 
seldom funded from general 
revenue or from subsidies from 
governmental actvities, although 
the State Fair would be an 
exception.  Positive amounts, such 
as that reported for the Lottery, 
indicate revenues exceeding 
expenses.  In the example of the 
Lottery, this excess was used to 
subsidize the General Fund.  The 
subsidy was included in the 
Transfers amount reported in the 
bottom part of the statement. 

General Revenues include those taxes and other 
sources of income used to fund the net costs of the 
functions.  These revenues are not included as 
Program Revenue because they are not directly 
associated with receiving a benefit from the 
program or activity.   

Miscellaneous General Revenues would include 
the tobacco settlement revenue received from 
participating tobacco companies and unclaimed 
property receipts. 

The Change in Net 
Position identify 
whether the State's 
financial position 
improved or 
(declined) during 
the year. 

Additional note disclosure on transfers can be 
found on page 82. 
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Attachment 2

STATE OF SOUTH DAKOTA

BALANCE SHEET

GOVERNMENTAL FUNDS

June 30, 2016

(Expressed in Thousands)

Social Dakota Education

General Services Cement Enhancement

Fund Transportation Federal Trust Trust Nonmajor Total

Assets

Cash and Cash Equivalents 242,238$     111,441$            $                53$            489$                316,677$     670,898$     
Restricted Cash 2,619           3                  2,622           
Investments 294,806     507,849           190,739       993,394       
Restricted Investments 20,015         20,015         
Securities Held as Escheat Property 11,056         11,056         
Receivables From:
    Taxes, net 126,324       17,847                3,330           147,501       
    Interest and Dividends 1,550           314                     2                599            1,293               1,382           5,140           
    Other Funds 48,250         2,374                  12              4,615           55,251         
    Component Units 39                29                68                
    Other Governments 1,141           51,342                28,908       81,649         163,040       
    Loans and Notes, net 1,570                  50,656         52,226         
    Other, net 17,647         401                     18,389       167            139                  20,216         56,959         
Inventory 2,710           19,181                45              2,323           24,259         
Advances to Component Units 1,450           1,450           
Other Assets 1,483           243                     72              1,177           2,975           

Total Assets 455,057$     204,713$            47,428$     295,625$   509,770$         694,261$     2,206,854$  

Liabilities, Deferred Inflows of

Resources, and Fund Balances

Liabilities:

  Accounts Payable and Other Liabilities 93,288$       41,821$              37,494$     1,053$       1,824$             42,132$       217,612$     
  Payable To:
    Other Funds 4,739           1,349                  8,595         18,243             24,711         57,637         
    Component Units 2,726           118                     17              577              3,438           
    Other Governments 14,031         4,524                  138            61,702         80,395         
  Claims, Judgments and Compensated Absences 109              25                       26              67                227              
  Deferred Revenue 29,481         2,021                  39              13,606         45,147         
Total Liabilities 144,374       49,858                46,309       1,053         20,067             142,795       404,456       

Deferred Inflows of Resources:

  Unavailable Revenue 1,141           1                         19,730         20,872         
Total Deferred Inflows of Resources 1,141           1                         0                0                0                      19,730         20,872         

Fund Balances:

   Nonspendable 4,193           19,424                116            358,321           134,664       516,718       
   Restricted 8,384           135,430              294,572     131,382           332,449       902,217       
   Committed 43,652         43,652         
   Assigned 54,516             1,003             26,019         81,538         
   Unassigned 242,449       (5,048)          237,401       
Total Fund Balances 309,542       154,854              1,119         294,572     489,703           531,736       1,781,526    

Total Liabilities, Deferred Inflows of

Resources, and Fund Balances 455,057$     204,713$            47,428$     295,625$   509,770$         694,261$     2,206,854$  

THE ABOVE STATEMENT APPEARS ON PAGE 38 OF THE SINGLE AUDIT REPORT.

The governmental fund financial statements are reported using the current financial resources measurement focus 
and the modified accrual basis of accounting.  The current financial resources measurement focus attempts to 
answer the question of whether there are enough current resources available for spending in the near future.  
Revenues are recognized as soon as they are both measurable and available.  Expenditures are recognized in 
the period in which the fund liability is incurred except for the long-term portion of certain liabilities such as bonds 
payable, compensated absences and capital lease obligations. 

The cash reported in the General Fund includes 
$113.4 million in the Budget Reserve Fund. 

To find additional detail on the 
Nonmajor funds, see the combining 
statements on pages 138-173. 

Fund balances 
are classified 
based upon the 
extent that the 
State is bound 
to honor 
constraints on 
the specific 
purpose the 
amounts in the 
funds can be 
spent.  
Additional 
discussion is 
provided on 
pages 58-59 
and 93-95. 
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Attachment 2

STATE OF SOUTH DAKOTA

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET POSITION

June 30, 2016

(Expressed in Thousands)

Total Fund Balances - Governmental Funds 1,781,526$  

Amounts reported for governmental activities in the Statement of Net Position

are different because:

Capital assets used in governmental activities are not financial resources and are 
therefore not reported in the funds.  These assets consist of:

Land and Construction in Progress 1,015,250  
Infrastructure 3,855,757  
Other Capital Assets 1,036,688  
Accumulated Depreciation (1,985,283) 
  Total Capital Assets 3,922,412    

Net pension asset used in governmental activities is not a financial resource
and is therefore not reported in the governmental funds. 86,574         

Deferred outflows of resources are not reported in the governmental funds:
Related to Pension 162,281     
Related to Debt Refunding 5,193         

167,474       

Internal service funds are used by management to charge costs of certain activities to
individual funds.  The assets and liabilities of the internal service funds are included in
governmental activities in the Statement of Net Position. 47,103         

Some liabilities are not due and payable in the current period and therefore are not
reported in the funds.  Those liabilities are:

Bonds and Notes (158,126)    
Accrued Interest on Bonds (3,253)        
Capital Leases (98,870)      
Compensated Absences (53,989)      
Pollution Remediation (14,433)      
  Total Long-Term Liabilities (328,671)     

Deferred outflows of resources are not reported in the governmental funds:
Revenues not available soon enough after year-end to pay for the 
  current period's expenditures 20,872       
Related to Pensions (128,861)    

(107,989)     

Net Position of Governmental Activities 5,568,429$  

THE ABOVE RECONCILIATION APPEARS ON PAGE 39 OF THE SINGLE AUDIT REPORT.

This reconciliation provides the entries needed to convert the governmental funds into the 
Governmental Activities reported in Government-Wide Statement of Net Position. 

This is the fund 
equity reported for 
governmental 
funds on page 38. 

Governmental funds do not report capital assets because their 
focus is on available spendable resources.  This represents the 
value of capital assets used in governmental activities and 
associated depreciation on those assets reported in the 
government-wide statements. 

Governmental funds do not report long-term 
liabilities but they are reported for 
Governmental Activities in the government-
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  Attachment 3 
FY2016 SINGLE AUDIT OVERVIEW 

 
 Governmental Funds – Fund Balance Classifications 
 

 
 

In the fund financial statements, the governmental funds report fund balance classifications using a 
hierarchy based primarily on the extent to which the State is bound to honor constraints on the specific 
purposes for which amounts in those funds can be spent. The fund balances are reported in five 
different categories: 
 

Nonspendable fund balance includes amounts that cannot be spent because they are 
either not in spendable form or are legally or contractually required to be maintained intact.  The 
“not in spendable form” criterion includes items that are not expected to be converted to cash, 
for example, inventories and prepaid amounts.  It also includes the long-term amount of loans 
and notes receivable where the proceeds are not already restricted, committed or assigned, as 
well as property acquired for resale.   

 
Restricted fund balance consists of assets that have externally imposed constraints 
placed on them by either creditors, grantors, contributors, laws or regulations of other 
governments, or constraints imposed by law through constitutional provisions or enabling 
legislation of the State.   
 
Committed fund balance represents amounts that can only be used for specific purposes 
pursuant to constraints imposed by formal action of the State Legislature through legislation 
passed into law.  In some cases, a fund balance may initially have been identified as restricted 
but, since the fund had some prior legislative action which ‘swept’ cash from the fund and 
transferred the cash to another fund or purpose, it can no longer be reported as restricted but 
now is reported as committed. 
 
Assigned fund balance includes amounts that are constrained by the State’s intent to be 

used for specific purposes, but are neither restricted nor committed.  Assignments of fund 
balance are created by the executive branch or by directive of the Appropriations Committee of 
the Legislature or in some cases by passage of an appropriation.  In governmental funds other 
than the General Fund, assigned fund balance also represents the remaining amount that is not 
restricted or committed.   
 
Unassigned fund balance represents fund balance that has not been assigned to other 
funds and that has not been restricted, committed, or assigned to specific purposes within the 
general fund.  Unassigned fund balance also includes negative residual balances in other 
governmental funds. 

 
The following appear in the Comprehensive Annual Financial Report on pages 93-94.  
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  Attachment 3 
FY2016 SINGLE AUDIT OVERVIEW 

 
 Governmental Funds – Fund Balance Classifications 
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  Attachment 3 
FY2016 SINGLE AUDIT OVERVIEW 

 
 Governmental Funds – Fund Balance Classifications 
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  Attachment 4 
 

FY2016 SINGLE AUDIT OVERVIEW 
 

 Single Audit Coverage 
 

 
 

The Uniform Guidance establishes the methodology of the audit scope for the Single Audit.  The 
regulations provide a calculation which identifies the Type A grants.  These are grants exceeding .3% 
of the total on the Schedule of Expenditures of Federal Awards (SEFA). Type A grants are required to 
be audited at least once every three years with Medicaid, identified as a high-risk grant, required to be 
audited every year.  For FY2016 there were 27 Type A grant programs totaling $2.1 billion (91.05%) of 
the $2.3 billion reported on the State’s SEFA.  There were 35 programs that exceeded .03% which are 
considered Type B grants.  The auditor is expected to audit high risk Type B programs equal to one-
fourth of the Type A programs considered low risk. Total coverage must be at least 40% of the total on 
the SEFA. 
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April 10, 2017                               
 
Government Operations and Audit Committee 
 
This letter is intended to inform you of matters that must be formally communicated to those charged 
with governance in accordance with auditing standards generally accepted in the United States of 
America.  These required communications include, but are not limited to, the following: 
 

1) The auditor’s views about qualitative aspects of the entity’s significant accounting practices  
2) Any significant difficulties encountered during the audit  
3) Any disagreements with management 
4) Corrected and uncorrected misstatements, other than those that are trivial, brought to 

management’s attention as a result of the audit 
5) Representations the auditor has requested from management 
6) Management’s consultation with other accountants, if any 
7) Any significant issues arising from the audit that were discussed or communicated to 

management 
8) Any other findings or issues considered significant or relevant to those charged with 

governance regarding their oversight of the financial reporting process, such as any threats 
to auditor independence 

  
As part of performing the Statewide Single Audit of the State of South Dakota for the fiscal year 
ended June 30, 2016 we have identified the following matters that we feel are required to be 
communicated to those charged with governance.  We previously submitted to the committee the 
communication dated December 30, 2016 regarding the results of the audit of the State’s FY2016 
Comprehensive Annual Financial Report.  This letter will focus on the results of the Single Audit 
testing. 
 
Qualitative Aspects of Accounting Practices 
Management is responsible for the selection and use of appropriate accounting policies.  In 
accordance with the terms of our engagement letter, we will advise management about the 
appropriateness of accounting policies and their application.  The significant policies used by the 
State are described in the notes to the Schedule of Expenditures of Federal Expenditures (SEFA).  
No accounting policies were changed during the year ended June 30, 2016 however there was 
addition information included in the SEFA in accordance with Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Award.  We noted no transactions entered into during the year for which 
there was a lack of authoritative guidance or consensus.  All significant transactions have been 
recognized in the SEFA in the proper period. 
 
Difficulties Encountered in Performing the Audit 
We noted no significant difficulties in dealing with management in performing and completing our 
audit.   
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