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CURRENT AUDIT FINDINGS AND RECOMMENDATIONS 
 

There were no current audit findings. 
 

PRIOR AUDIT FINDING AND RECOMMENDATION 
 
Financial Statement Audit Finding:    
 
Finding No. 2020-002:  Inadequate internal controls over financial reporting 
Proper controls over financial reporting include the ability to prepare financial statements and 
accompanying notes to the financial statements that are materially correct. 
 
This finding has been resolved. 
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SOUTH DAKOTA REVOLVING ECONOMIC DEVELOPMENT

AND INITIATIVE FUND

STATEMENT OF NET POSITION

June 30, 2021

ASSETS

Current Assets:

  Cash and Cash Equivalents  (Note 2.C.) 97,496,396$   

  Accounts Receivable – Bankwest 49,285

  Loan Interest Receivable 17,682

  Investment Income Receivable 205,986

  Loans Receivable (Net) (Note 2.E.) 6,077,845

     Total Current Assets 103,847,194

Noncurrent Assets:

  Asset Held for Resale 321,037

  Restricted Net Pension Asset 529

  Noncurrent Portion of Loans Receivable  (Net) (Note 2.E.) 27,416,300

     Total Noncurrent Assets 27,737,866

TOTAL ASSETS 131,585,060

DEFERRED OUTFLOWS OF RESOURCES

  Deferred Outflows of Resources-Related to Pensions 86,591

TOTAL DEFERRED OUTFLOWS OF RESOURCES 86,591

LIABILITIES

Current Liabilities:

  Accounts Payable 13,114

  Wages Payable 12,282

  Accrued Leave Liability (Note 6) 11,016

  Due to Other Funds 4,884

     Total Current Liabilities  41,296

Noncurrent Liabilities:

  Noncurrent Portion of Accrued Leave Liability (Note 6) 7,799

     Total Noncurrent Liabilities 7,799

TOTAL LIABILITIES 49,095

DEFERRED INFLOWS OF RESOURCES

  Deferred Inflows of Resources-Related to Pensions 69,105

TOTAL DEFERRED INFLOWS OF RESOURCES 69,105

NET POSITION

  Restricted for South Dakota Jobs Grant Program 1,761,537

  Restricted for Disaster Relief Fund 10,512,402

  Restricted for Pension Benefits 18,015

  Unrestricted 119,261,497

TOTAL NET POSITION 131,553,451$ 

The notes to the financial statements are an integral part of this statement.
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SOUTH DAKOTA REVOLVING ECONOMIC DEVELOPMENT

AND INITIATIVE FUND

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

For the Fiscal Year Ended June 30, 2021

Operating Revenue:

  Interest Income on Loans 623,968$           

  Other Income 53,233               

Total Operating Revenue 677,201             

  

Operating Expenses:  

  Personal Services and Benefits  215,034             

  Travel 4,018                 

  Contractual Services 279,158             

  Supplies and Materials 3,570                 

  Grants and Subsidies 154,832             

  Provisions for Loan Loss (Recovery) (298,769)           

Total Operating Expenses 357,843             

Operating Income 319,358             

Nonoperating Revenue (Expense):

  Investment Income (Loss) (724,338)           

  Services Provided to Others (Note 2.F.) (163,170)           

  Other Expenses (12,399)             

Total Nonoperating Revenue (Expense) (899,907)           

Change in Net Position  (580,549)           

Beginning Net Position  132,134,000      

  

End of Year Net Position 131,553,451$    

The notes to the financial statements are an integral part of this statement.
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Cash Flows From Operating Activities:

  Receipts for Loan Repayments 12,971,374$     

  Payments for Loans Originated (1,979,271)        

  Receipts from Customers and Users 53,234              

  Grants and Subsidies - Building South Dakota Funds (154,832)           

  Payments for Employee Services and Benefits (239,588)           

  Payments for Interfund Services Used (62,378)             

  Payments to Suppliers and for Claims (253,459)           

Net Cash Provided (Used) by Operating Activities 10,335,080   

Cash Flows From Noncapital Financing Activities:

  Services Provided to Others (163,170)           

Net Cash Provided (Used) by Noncapital Financing Activities (163,170)       

Cash Flows From Investing Activities:

  Pooled Investment Income (Loss) (562,268)           

  Investment Costs (12,399)             

Net Cash Provided (Used) by Investing Activities (574,667)       

Net Increase in Cash and Cash

 Equivalents During the Fiscal Year 9,597,243     

Cash and Cash Equivalents at Beginning of Year 87,899,153   

Cash and Cash Equivalents at End of Year 97,496,396$ 

Reconciliation of Operating Income to Net Cash 

  Provided (Used) by Operating Activities

  Operating Income (Loss) 319,358$      

  Adjustments to Reconcile Operating Income

    to Net Cash Provided by Operating Activities

    Decrease/(Increase) in Assets:

      Loans Receivable 9,985,571         

      Loan Interest Receivable 80,403              

      Accounts Receivable – Bankwest 3,392                

      Net Pension Asset 806                   

    Decrease/(Increase) Deferred Outflows of Resources: (16,752)             

    Increase/(Decrease) in Liabilities:

      Accounts Payable (27,051)             

      Wages Payable (16,219)             

      Accrued Leave Liability (34,294)             

      Due to Other Funds (2,039)               

    Increase/(Decrease) Deferred Inflows of Resources: 41,905              

       Total Adjustments 10,015,722   

Net Cash Provided (Used) by Operating Activities 10,335,080$ 

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

SOUTH DAKOTA REVOLVING ECONOMIC DEVELOPMENT

AND INITIATIVE FUND

STATEMENT OF CASH FLOWS

For the Fiscal Year Ended June 30, 2021

8



SOUTH DAKOTA REVOLVING ECONOMIC DEVELOPMENT 
 AND INITIATIVE FUND  

NOTES TO THE FINANCIAL STATEMENTS 
June 30, 2021 

 
 
1. AUTHORIZING LEGISLATION 
 
 The South Dakota Revolving Economic Development and Initiative Fund (REDI Fund) was 

created in 1987 by an act of the South Dakota Legislature.  The REDI Fund was established 
for the purpose of making loans for economic development.  The REDI Fund is a fund of the 
State of South Dakota and is administered by the Governor’s Office of Economic 
Development (GOED) with oversight provided by the Board of Economic Development. 

 
 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
 A. Fund Accounting 
 

The REDI Fund is accounted for as an enterprise fund.  Enterprise funds are used to 
account for activities that are financed and operated in a manner similar to private 
business enterprises.  The REDI Fund is a part of the State of South Dakota and, as 
such, the accompanying financial statements are included in the Comprehensive Annual 
Financial Report of the State of South Dakota. 

 
 B. Basis of Accounting 
  
 The REDI Fund follows the accrual basis of accounting.  This method of accounting 

recognizes the financial effect of transactions, events, and interfund activities when they 
occur, regardless of the timing of related cash flows.  Proprietary funds distinguish 
operating revenues and expenses from nonoperating items.  Operating revenues and 
expenses generally result from providing services and producing and delivering goods in 
connection with a proprietary fund’s principal ongoing operations.  Revenues and 
expenses not meeting this definition, such as investment earnings and services provided 
to others, are reported as nonoperating.  

 
 C. Cash and Investments 
 

Cash includes cash on hand and a participating interest in the State’s internal 
investment pool held by the State Treasurer and is used for the purposes of reporting 
cash flows.  The amount held in the State’s internal investment pool is reported at fair 
value.   
 
Management of the State’s internal investment pool is the statutory responsibility of the 
South Dakota Investment Council (SDIC).  The investment policy and required risk 
disclosures for the State’s internal investment pool are presented in the SDIC’s audit 
report which can be obtained by writing to the Department of Legislative Audit, 427 
South Chapelle, c/o 500 East Capitol, Pierre, South Dakota 57501 or by calling 
(605)773-3595. 
 

 D. Capital Assets 
 

Assets are capitalized based on policies established by the South Dakota Bureau of 
Finance and Management.  Capital assets are capitalized at cost or estimated historical 
cost, if the original cost is unavailable.  Equipment is capitalized when the cost of 
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individual items is $5,000 or more.  Depreciation on capital assets is computed using the 
straight line method over the estimated useful lives of the assets, which is 3 to 10 years 
for all assets.  When assets are disposed of, the costs and related accumulated 
depreciation are removed from the accounts and any gain or loss is reflected in the 
results from operations in the period of disposal.  The REDI Fund had no depreciable 
assets for the year ending June 30, 2021. 
  

 E. Loans Receivable   
 

 Loans receivable at June 30, 2021, is shown net of the allowance for doubtful loans of 
$1,495,914. 

 
F.  Services Provided to Others 

 
 Earnings on the REDI Fund may be used for the administrative costs of the Division of 

Finance of the GOED per SDCL 1-16G-24.  Earnings used for the administrative costs of 
the Division of Finance of the GOED totaled $163,170 for the year ending June 30, 2021.   

 
G. Use of Estimates  

 
The preparation of financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities.  Actual results 
could differ from those estimates. 
 

H. Pension Reporting  
 

For purposes of measuring the net pension asset, deferred outflows of resources and 
deferred inflows of resources related to pensions, and pension revenue, information 
about the fiduciary net position of the South Dakota Retirement System (SDRS) and 
additions to/deletions from SDRS’s fiduciary net position have been determined on the 
same basis as they are reported by SDRS.  Contributions and net pension asset are 
recognized on an accrual basis of accounting.  
 

I. Net Position  
 

Net Position is classified in the following three components: 
• Net investment in capital assets – This component consists of capital assets, net 

of accumulated depreciation, reduced by the outstanding balances of any debt 
that is attributable to the acquisition, construction or improvement of those 
assets. 

• Restricted – Consists of net position with constraints placed on their use by      
either creditors, grantors, contributors, laws or regulations of other governments, 
or constraints imposed by law through constitutional or enabling legislation of the 
state. 

• Unrestricted – Consists of net position that does not meet the definition of net 
investments in capital assets or restricted. 

 
 
 
 
 
J. Restricted Resources 
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 When both restricted and unrestricted resources are available for use, it is the REDI 
Fund’s policy to use restricted resources first, and then unrestricted resources as they 
are needed. 

 
K.   Deferred Outflows of Resources and Deferred Inflows of Resources 
 
      In addition to assets, the Statement of Net Position reports a separate section for 

deferred outflows of resources.  Deferred outflows of resources represent consumption 
of net position that applies to a future period or periods.  These items will not be 
recognized as an outflow of resources until the applicable future period.   

 
      In addition to liabilities, the Statement of Net Position reports a separate section for 

deferred inflows of resources.  Deferred inflows of resources represent acquisitions of 
net position that applies to a future period of periods.  These items will not be recognized 
as an inflow of resources until the applicable future period.   

 
 
3. SOUTH DAKOTA JOBS GRANT PROGRAM ACTIVITY 
 

During the 2013 legislative session, the South Dakota Jobs Grant Program was created 
within the REDI Fund.  An original deposit of $350,000 was deposited in the fiscal year 
ending June 30, 2013.  The Board of Economic Development may provide grants to project 
owners for new or expanded facilities with project costs less than $20,000,000 or for 
equipment upgrades with project costs less than $2,000,000. 
 

 The following is a breakdown of the activity in the subfund for fiscal year 2021 and its 
corresponding restricted net position at June 30, 2021: 

 
 South Dakota 
  Jobs Subfund 
Beginning Net Position $         1,870,451 
Investment Income 45,918 
Grant Expense (154,832) 
Ending Net Position $         1,761,537  

  
  
4.   DISASTER RELIEF SUBFUND ACTIVITY 
 

During the 2020 legislative session the Disaster Relief Subfund was created within the REDI 
Fund.  The legislature designated $7,000,000 from the small business credit initiative fund, 
$1,000,000 from the value-added agriculture subfund, and $1,000,000 from the Governor’s 
Office of Economic Development special revenue fund for the purpose of making loans for 
COVID-19 outbreak emergency.  It also designated approval for a grant from the Economic 
Development Finance Authority (the “EDFA”) for the purpose of this fund in the amount of 
$1,500,000.   
 
 
 
 
 

 The following is a breakdown of the activity in the subfund for fiscal year 2021: 
 

 Disaster Relief 
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 Subfund  
Beginning Cash Balance $                190,000 
Investment Income               12,402 
Repayment of Loans               2,959,385 
Ending Cash Balance $             3,161,787  

 
 
5. COMMITMENTS 
 
 At June 30, 2021, the REDI Fund had the following commitments: 
 

REDI Fund loans approved by the South Dakota  
Board of Economic Development but not  
disbursed at June 30, 2021  $    28,704,437  

 
 
6. ACCRUED LEAVE LIABILITY 
 
 Annual leave is earned by all employees.  Upon termination, employees are eligible to 

receive compensation for their accrued annual leave balances.  Employees who have been 
continuously employed by the State of South Dakota for at least seven years prior to the 
date of their retirement, voluntary resignation, or death will receive payment for one-fourth of 
their accumulated sick leave balance, such payment not to exceed the sum of twelve weeks 
of employee’s annual compensation.  The total leave liability of $18,815 at June 30, 2021, is 
shown as short and long-term liabilities on the Statement of Net Position. 

 
 Beginning      Ending  Due Within 
 Balance  Additions  Deletions  Balance  One Year 

Accrued Leave          
  Liability $     53,109  $     33,420  $     67,714  $     18,815  $        11,016 

       
 
7. RETIREMENT  
 
      The GOED participates in the South Dakota Retirement System (SDRS), a cost-sharing, 

multiple-employer defined benefit pension plan established to provide retirement, disability, 
and survivor benefits for employees of the State and its political subdivisions.  Authority for 
establishing, administering, and amending plan provisions is found in SDCL 3-12.  The 
SDRS issues a publicly available financial report that includes financial statements, footnote 
disclosures, and required supplementary information for the plan.  That report may be 
obtained by writing to the SDRS, P.O. Box 1098, Pierre, SD  57501-1098 or by calling 
(605)773-3731.  Additionally, the State of South Dakota’s Comprehensive Annual Financial 
Report will report the State’s proportionate share of the plan.  The Comprehensive Annual 
Financial Report can be obtained by writing to the Department of Legislative Audit, 427 
South Chapelle, c/o 500 East Capitol, Pierre, South Dakota 57501 or by calling (605)773-
3595. 

 
State law requires employees to contribute 6 percent of their salary to the plan and the 
employer to contribute an amount equal to the employee’s contribution.  The right to receive 
retirement benefits vests after three years of credited service.  The GOED’s contributions to 
the SDRS for the fiscal years ended June 30, 2021, 2020, and 2019 were $17,516, $17,314, 
and $20,061, respectively, equal to the required contributions each year. 
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At June 30, 2020, SDRS is 100.04% funded and accordingly has a net pension asset.  At  
June 30, 2021, the GOED reported an asset of $529 for the REDI Fund’s proportionate 
share of the net pension asset.  At June 30, 2021, deferred outflows of resources and 
deferred inflows of resources related to the pension were reported from the following 
sources: 
 

  Deferred 
Outflows of 
Resources  

Deferred  
Inflows of  
Resources 

     
Difference between expected and actual experience $           2,023  $             414 
Changes of assumption  17,032  68,691 
Net difference between projected and actual     
  Investment earnings on pension plan investments  49,146   
Changes in proportionate share  1,397   
Pension contribution after the measurement date  16,993   
    Total  $         86,591  $        69,105 

 
 

 8. RISK MANAGEMENT  
 

The GOED is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.  
The GOED participates in the various programs administered by the State of South Dakota.  
These risk management programs are funded through assessments charged to participating 
entities.  The risk management programs include: 1) coverage for risks associated with 
automobile liability and general tort liability (including public officials’ errors and omissions 
liability, medical malpractice liability, law enforcement liability, and products liability) through 
the State’s Public Entity Pool for Liability Fund, 2) coverage of employee medical claims 
through the State’s health insurance program, 3) coverage for unemployment benefits 
through the State’s Unemployment Insurance Fund, 4) coverage for workers’ compensation 
benefits through the State’s Workers’ Compensation Fund, and 5) coverage for property 
loss through the South Dakota Property and Casualty Insurance Company, LLC.  Financial 
information relative to the self-insurance funds administered by the State is presented in the 
State of South Dakota Comprehensive Annual Financial Report. 
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