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The fourth meeting of the 2018 Interim Government Operations and Audit Committee (Committee) was 
called to order by Chair Hunhoff at 8:30 a.m., August 28, 2018, in room 362, State Capitol Building, Pierre, 
South Dakota. 
 
A quorum was determined with the following members answering the roll call:  Representatives 
Steinhauer, Bartels, Anderson, Hunhoff and Senators Cronin and Peters.  Representative Wismer and 
Senator Sutton joined by conference call.  Senator Greenfield joined after roll was called.  Senator Tapio 
was excused.  
 
Staff members present were Martin Guindon, Auditor General, and Tim Flannery, State Government 
Audit Manager for the Department of Legislative Audit (DLA). 
 

NOTE:  For purpose of continuity, the following minutes are not necessarily in chronological order.  
The bulleted items below each agenda item are documents sent out by the Committee. 

 
 Approval of Minutes  
 
Representative Anderson moved, seconded by Representative Bartels, the minutes of the  
July 24, 2018 meeting be approved (Minutes 7-24-18).  Motion prevailed unanimously on a roll call vote. 
 

Item 1 – Bureau of Human Resources: 
• To report on compiled authorizations to derive a direct benefit from a contract  

(SDCL 5-18A-17.2)  
• To discuss compensation for transportation technicians 
• Letter to BHR Doc.2 
• Report of Approved Authorizations FY2018 Doc.2a 

 
Aaron Arnold, Director of Legal and Human Resource Services with the Bureau of Human Resources (BHR), 
was present to address the Committee.  He provided legislative history and discussed the waiver process.  
Mr. Arnold presented the Report of Approved Authorizations, which covered July 1, 2017 to June 30, 2018.  
BHR received 10 conflict of interest waiver approvals. 
 
Senator Cronin moved, seconded by Senator Peters, to accept the Report of Approved Authorizations 
FY2018.  Motion prevailed 8-1 on a roll call vote. 
 
Laurie Gill, Commissioner for BHR, and Darin Bergquist, Secretary of the Department of Transportation 
(DOT), were present to address the Committee.  Ms. Gill discussed the compensation for transportation 
technicians within DOT.  BHR conducted a market study of compensation in December 2017.  Data showed 

http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18minutes7-24-18doc1.pdf
http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18lettertobhrdoc2.pdf
http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18bhrfy18reportdoc2a.pdf
https://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18bhrfy18reportdoc2a.pdf
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that the State’s market positioning of base pay was 10.9% behind the market.  Data for 2018 shows that 
private employers are looking at increases of 3% - 3.5%.  The salary increases for State government this 
year was 1.2% and last year was 0%.  Agencies have options to address hiring and retention problems such 
as: special pay plans, premium rates for particular jobs or retention and referral bonuses.  Ms. Gill advised 
that there are about 90 different special pay plans in place now.  Increases come out of each agency’s 
budget. 
 
Ms. Gill advised that the DOT has had multiple special pay plans over several years to help address the 
issues they see.  She advised that they focused on highway maintenance workers in FY18 due to high 
turnover and implemented a plan in May 2018.  They are now focused on technicians, which includes many 
different types of technicians and covers two pay grades.  They found their biggest problem is attracting 
people to apply.  Changes were made in the pay plan for technicians to improve recruitment and account 
for education and experience.  Before they could implement the new pay plan, they went through and 
classified the existing technicians, which was about 135 people.  The new plan was implemented in August 
2018 and they will address compression and other issues as they come up. 
 
Mr. Bergquist advised that this has been a challenging process, but thinks it is a good plan and has brought 
some consistency.  Senator Peters asked why the process wasn’t being constantly evaluated.  Mr. Bergquist 
advised that it is occurring constantly at DOT and they are always working with BHR. 
 
Ms. Gill advised that they use the salary policy to address issues statewide, and some agencies have the 
ability and budget funds to address special pay plans.  BHR is in the process of evaluating all the existing 
special pay plans.  Senator Peters had questions and concerns about Career Bands.  Ms. Gill feels that the 
work done with Career Bands has been successful.  Representative Steinhauer asked what percentage of 
special pay plans are driven from geographical issues.  Ms. Gill thinks about half of the special pay plans 
have something to do with the geographical area or region and changes are made on an agency by agency 
basis. 
 
Item 2 – State Board of Internal Control to review their annual work plan and report (SDCL 1-56-7) 

• Letter to BFM Doc.3 
• State Board of Internal Control FY2019 Work Plan Doc.3a 

 
Liza Clark, Commissioner of the Bureau of Finance and Management (BFM) and Chair of the State Board of 
Internal Controls (SBIC), was present to address the Committee.  She reviewed the background information 
on the SBIC.  They are focusing on internal controls and developing a framework for BFM.  The plan is to 
present a draft of BFM’s internal control framework at the September SBIC meeting and adopt the 
framework during a meeting in December.  They plan to start working with the Department of Revenue 
(DOR) this fall and want to have them adopt a final framework before the next legislative session. 
 
Representative Anderson advised that it sounds like the work done by the SBIC correlates with the work 
done by the Department of Legislative Audit (DLA).  Tim Flannery, State Government Audit Manager for 
the DLA, advised that they address additional risks that DLA may not focus on when conducting an audit.  
Ms. Clark advised that when audits performed by DLA have sub recipient findings, the SBIC will follow up 
with the agency and possibly the sub recipient to verify that they are following through with their corrective 
action plans. 

http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18lettertobfmdoc3.pdf
http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18sbicfy19workplandoc3a.pdf
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Representative Hunhoff asked about the options employees have if they feel something is amiss.  Ms. Clark 
advised there is an email contact provided on the Boards and Commissions website. She advised that Mark 
Quasny, the Statewide Internal Control Officer, has been contacted by outside people with concerns.  From 
these calls, they have not identified anything that needs to be changed, but they do follow up with those 
who have voiced the concerns. 
 
Item 3 – Auditor General to report on compiled authorizations to derive a direct benefit from a contract 
(SDCL 3-23-3) 

• Waivers received by Auditor General FY2018 Doc.4 
 
Martin Guindon, Auditor General with the Department of Legislative Audit (DLA), was present to address 
the Committee.  He provided information on changes implemented in 2017, which defined what 
constitutes a conflict, narrowing it down to an interest in a contract or direct benefit from a contract.  The 
changes also eliminated the requirement for DLA to provide a report on school districts’ conflicts of 
interest.  The schools are still required to provide meeting minutes to DLA and the Attorney General’s (AG) 
office where they have authorized a direct benefit.  DLA compiles those authorizations and they are 
available upon request.   
 
Members of Boards, Commissions and Authorities are required to make an annual disclosure to DLA and 
the AG’s office when they have an interest in a contract, direct benefit of a contract or 5% or more 
ownership of a company that does business with or receives grants through the State or a political 
subdivision.  DLA is required to compile these disclosures and prepare a report for the Committee.  DLA is 
implementing changes to help with uniformity of the forms and content. 
 
Mr. Guindon reviewed the Waivers report and advised that there were approximately 30 board members 
who had submitted waivers.  He did not see any concerns when viewing from an auditor’s perspective.  
Mr. Guindon is open to suggestions on formatting the report.  The Committee provided several 
suggestions for formatting future reports. 
 
Representative Bartels moved, seconded by Representative Anderson, to accept the report of Waivers 
received by the Auditor General in FY2018.  Motion prevailed 8-1 on a roll call vote. 
 
Item 4 – South Dakota Housing Development Authority to present their annual report of operations and 
results of the Housing Opportunity Fund (SDCL 1-16G-49) 

• Letter to Housing Doc.5 • Housing Opportunity Fund 2018 Report Doc.5a 
 
Mark Lauseng, Executive Director of the South Dakota Housing Development Authority (SDHDA), was 
present to address the Committee.  He discussed the annual report for the Housing Opportunity Fund 
(HOF) for year ending June 30, 2018.  He provided history on the HOF and discussed what the fund can be 
used for.  He advised that 30% of the funds are targeted for Sioux Falls and Rapid City and 70% of the 
funds are targeted for the rest of the State.   
 
In FY2018, $1.16 million was awarded by SDHDA.  Eleven projects and programs were funded in FY2018, 
which will serve 166 individuals and families.  The report showed the projects, their locations, the number 

http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18dlafy18reportdoc4.pdf
http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18dlafy18reportdoc4.pdf
http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18lettertohousingdoc5.pdf
http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18hofreportdoc5a.pdf
http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18hofreportdoc5a.pdf
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individuals or families assisted, and the HOF dollars awarded.  Since the inception of the program, a total 
of $11.6 million in funds has been awarded to 97 projects and programs, with $8.24 million dispersed as 
of June 30, 2018.   
 
Committee members provided feedback and suggestions to provide clarity to future reports.  Mr. Lauseng 
described the different projects and program funding allowed through the HOF.  Discussion was had about 
the original intention of the legislation for the HOF.  Mr. Lauseng advised that their Board has the authority 
to establish the rules for the HOF program.  There was extensive discussion about the rule making process 
and how it applied to the SDHDA. 
 
Senator Greenfield moved, seconded by Representative Steinhauer, to accept the Housing Opportunity 
Fund Annual Report 2018.  Motion prevailed unanimously on a roll call vote. 
 
Item 5 – Committee discussion of midterm grant outcomes – are grant goals being met  
 
Representative Hunhoff asked the Committee if they want to consider looking at grant performance near 
their half way point and what criteria should be used to determine which grants to be looked at.  Mr. 
Flannery, State Government Audit Manager with the Department of Legislative Audit (DLA) advised that 
DLA staff have been asked to help identify high risk grants and have developed a risk grid.  Mr. Guindon 
advised that auditors have been asked to read the titles of all grants.  Mr. Guindon advised that the Single 
Audit report lists every federal program and dollars spent on the grant.   
 
Representative Hunhoff asked DLA to provide their list of federal grants that they deem high risk, as well 
as a list of all State grants.  At the next Committee meeting they will review the lists and determine the 
criteria for what should be reviewed. 
 
Item 6 – South Dakota Board of Technical Education to present the annual accountability report from 
the Technical institutes (SDCL 13-48A-7) 

• Letter to Board of Technical Education Doc.6 
• SD Board of Technical Education Report Doc.6a 

 
Nick Wendell, Director of the Board of Technical Education (BOTE), was present to address the Committee.  
He introduced Scott DesLauriers as Deputy Director with the BOTE and described some of his duties.  Mr. 
Wendell reviewed the history of the BOTE and provided the current board members.  Board members are 
appointed to three-year terms and can serve two consecutive terms.  He advised that they are working 
on the strategic planning process and provided the BOTE’s mission and values.  There are four technical 
institutes in South Dakota and the BOTE Report provided the number of full time equivalent students at 
each for the 2017-2018 school year.  Mr. Wendell advised that industry partnerships are valuable to the 
institutions. 
 
Mr. Wendell provided information on recent recognition received by the technical institutes.  Discussion 
was had about transferrable credits and duplication of coursework between the various higher education 
options.  Ann Bolman, President of Western Dakota Tech, explained various qualities that make technical 
institutes unique.  Mr. Wendell provided enrollment data and discussed dual credit learning and the trends 
of graduates.  They also discussed various limited space challenges and programs being at capacity.  Mr. 

http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18lettertosdbtedoc6.pdf
http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18sdbtereportdoc6a.pdf
http://sdlegislature.gov/docs/interim/2018/documents/goa8-28-18sdbtereportdoc6a.pdf
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Wendell discussed the importance of retention and advised they were pleased with their retention rates.  
The ultimate goal is graduation and to place the student in to meaningful employment. 
 
Mr. Wendell discussed the Build Dakota Scholarship Program and the growth of contributing industry 
partners.  Committee members asked for additional data showing the breakdown between Build Dakota 
Scholarship Fund dollars and the contribution industry partner dollars.  The Committee provided 
suggestions to make the information presented clearer by providing more data.  Representative Hunhoff 
asked for a revised report to be presented to the Committee in November. 
 
Item 7 – Public testimony 
 
There was no one present for public testimony. 
 
Item 8 – Future meeting topics: 
 
The next meeting is scheduled for September 25, 2018.  The Committee will plan to hear from the Bureau 
of Administration for performance metrics and to review the annual report from the Obligation Recovery 
Center.  Senator Cronin advised he would like the follow up information requested from the South Dakota 
High School Activities Association.  Senator Greenfield asked for history on the South Dakota Housing 
Development Authority and why it was excluded from normal rule making processes.  Senator Greenfield 
asked to hear from the Department of Education on their dyslexia workgroup.    
 
The Committee will plan to hear from the following:  

• Department of Legislative Audit to review the GOAC Blue Book and provide grant listing 
• Governor’s Office of Economic Development reports of the Building South Dakota programs 
• Annual report from the South Dakota 911 Coordination Board 

 
The following meeting is tentatively scheduled for October 25, 2018. 
 
 
 
A motion was made by Senator Peters to adjourn, seconded by Representative Anderson.  The motion 
passed unanimously on a voice vote. 
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