
Review of the South Dakota Federal Reimbursement Audit Finding Related to State Agency 
Contributions to the South Dakota Retirement System 

 

 

• Background: Approximately 30% of State FTEs are federally funded. Salaries and employee benefits, including 

employer contributions to SDRS, are paid with federal funds. The federal Department of Health and Human Services 

(HHS) audits federal reimbursements on behalf of the Office of Management and Budget (OMB). 
 

• 1993: HHS staff visits with BFM and SDRS staff regarding contributions to SDRS based on fully funded status of SDRS. 

No changes to the full reimbursement of SDRS contributions are required. 
 

• 2004: OMB Circular A-87: Cost Principles for State, Local, and Indian Tribal Governments last amended, including the 

undefined term “actuarially determined amount.” 
 

• 2013: SDRS Unfunded Liability eliminated. Statutory contributions exceed SDCL 3-12-122 minimum contribution 

requirement. 
 

• December 2013: OMB issues Uniform Guidance superseding Circular A-87. HHS subsequently acknowledges OMB is 

aware of issues with application of Uniform Guidance and is considering revising. The Uniform Guidance sought to 

limit retirement contributions to pension expense under GAAP, an illogical and unworkable method. 
 

• 2014: First required SDRS reporting under GASB Statement No. 67. SDRS reports SDCL 3-12-122 minimum 

contribution requirement as Actuarially Determined Contributions (ADC) in GASB 67 Required Supplementary 

Information (RSI), showing actual total SDRS contributions $37.7M in excess of the ADC. 
 

• October 27, 2016: HHS email asks BFM for more information on SDRS contributions. 
 

• November 30, 2016: Representatives from HHS, BFM, and SDRS have conference call. HHS asserts the reported ADC 

is the maximum reimbursable amount, interpreting the new GASB required reporting of ADC to define the term 

“actuarial determined amount” in the 2004 HHS regulations. 
 

• December 6, 2016: HHS letter requests additional information on the ADC, the federally reimbursed portion of 

contributions and State Treasury rates of return. 
 

• January 11, 2017: BFM and SDRS provide requested information with basis for our conclusion that SDRS 

contributions should be fully reimbursable.   
 

• March 10, 2017: HHS notifies BFM of final determination that the State owed $1.8M because of contributions to 

SDRS in excess of the federally reimbursable amount. 
 

• April 6, 2017: BFM and SDRS file notice of appeal. 
 

• August 15, 2017: Indianapolis law firm, Ice Miller, LLP, files appeal on behalf of BFM and SDRS. 
 

• October 13, 2017: SDRS restates 2014-2016 contribution exhibits in the June 30, 2017 actuarial valuation and 

Required Supplementary Information (RSI) of the financial statements. 
 

• October 27, 2017: Ice Miller proposes settlement on behalf of BFM and SDRS ($40,981) recognizing restated RSI. 
 

• November 13, 2017: HHS reviews settlement proposal and restated RSI with their actuaries, then requests 

statements from external auditor and external reviewing actuary supporting restated RSI in proposal. 
 

• November 16, 2017: Ice Miller submits requested statements from Eide Bailly, LLP (external auditor) and Conduent 

Human Resource Service (external reviewing actuary). 
 

• December 19, 2017: HHS issues revised determination letter concluding overpayment of $88,026. 
 

• December 21, 2017: Ice Miller withdraws the appeal on behalf of BFM and SDRS. 
 

• December 27, 2017: Payment of $88,026 is made to HHS. 


