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BLACK HILLS STATE UNIVERSITY 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE YEAR ENDED JUNE 30, 2016 

 
Reporting Entity 

This section of the annual financial report presents management’s discussion and analysis of Black Hills State University’s 

(the University/BHSU) financial performance during the fiscal year ended June 30, 2016.  This discussion should be read 

in conjunction with the accompanying financial statements and notes.  The accuracy of the financial statements, note 

disclosures, and discussion are the responsibility of University management. 

 
The University is one of six public universities and two special schools under the control of the South Dakota Board of 

Regents (the Board). As a constitutionally established entity, the Board is responsible for the governance policy for each 

institution within the South Dakota Public System (the System).   

 

Based on the Governmental Accounting Standards Board (GASB) Statement No. 39, Determining Whether Certain 

Organizations are Component Units, it has been determined the Board is a component unit of the State of South Dakota 

(the State).  The University’s financial operations are audited as part of the State through the Board, as such an individual 

audit opinion is not issued; however is included in the audit opinion of the State’s Comprehensive Annual Financial Report 

(CAFR). 

 

The Black Hills State University Foundation (the Foundation) is a component unit of the University.  The University has 

no control or management responsibility over the Foundation.  Independent auditors, engaged by the Foundation’s Board 

of Directors, audit the Foundation’s financial statements and related notes which are included in this report.   

 

The University is a comprehensive, regional university located in Spearfish, SD, in the heart of the scenic northern Black 

Hills.  The location provides the ideal environment for combining outdoor recreational and collegiate educational 

opportunities in a small-town setting.  BHSU offers academic programs at the associate, bachelor and master degree levels.  

 

Mission Statement 

Black Hills State University is a master’s level university that promotes excellence in teaching and learning; supports 

research, creative and scholarly activities and provides service to the state, region, nation, and global community. BHSU 

provides innovative, high quality undergraduate (associate and baccalaureate) programs in the arts, humanities, education, 

behavioral sciences, mathematics, social sciences, natural sciences, business and technology as well as selected disciplines 

of strength at the graduate level. Black Hills State University is the only comprehensive University in western South Dakota. 

 

The Board of Regents implemented SDCL 13-59-1 by authorizing undergraduate and graduate programs in the liberal arts 

and sciences and in professional education, to promote excellence in teaching and learning, to support research, scholarly 

and creative activities, and to provide service to the State of South Dakota and the region.   

 

Vision Statement 

Black Hills State University will be South Dakota’s honors liberal arts university that promotes sustainability, inclusivity, 

undergraduate research and global social change. 

 

Values 

As member of the Black Hills State University community, we value: 

 Student Success 

 Academic Excellence 

 Innovation 

 Authenticity 

 

  



 

2 
 

BLACK HILLS STATE UNIVERSITY 

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR THE YEAR ENDED JUNE 30, 2016 

 
Strategic Goals 

BHSU strives to inspire and support student success from recruitment to graduation.    

 

Fall headcount enrollment declined to 4,395 in 2016 from 4,489 in 2015.  Black Hills State University – Rapid City 

enrollment was 1,198 in 2016 and 1,254 in 2015.  Dual credit students increased to 247 in 2016 from 191 in 2015, and first 

time degree students increased to 546 in 2016 from 507 in 2015 reflecting a 7.7% increase. 

 

BHSU will provide innovative learning experience that facilitate academic achievement, research, and creative activity. 

 

Class size remained constant at 19:1 for both 2016 and 2015.  The University increased awards to Honors students from 

$40,000 to $120,000; increased awards to student athletes from $566,984 to $857,000; and increased annual grants awarded 

to faculty and staff from $3.3 million to $5.77 million in 2016. 

 

The BHSU community will engage in partnerships, service, and enriched student experiences. 

 

Housing occupancy decreased to 87% in 2016 from 93% in 2015; however, that includes an increase of 22 beds available 

to students with the opening of Crow Peak Hall and the demolition of Pangburn Hall.  Renovations began in the Yellow 

Jacket Apartments to modernize the residences and be more appealing to students.   

 

Students in alternative spring breaks and community service increased to 986 in 2016 from 714 in 2015.   The number of 

student organizations and clubs increased from 63 to 77. 

 

BHSU will develop and expand internal and external resources to become all we can imagine. 

 

With the increase in donors to 2,367 from 2,278, BHSU Foundation endowments increased to $15.67 million from $14.6 

million in 2016 from 2015.  The number of trees planted, maintained, and donated increased to 1,038 in 2016 from 700 in 

2015 as the University responded to a loss of approximately one-third of its tree resources from the Storm Atlas blizzard in 

2013. 

 

Using the Annual Report 

The financial statements have been prepared in accordance with GASB No. 34, Basic Financial Statements – and 

Management’s Discussion and Analysis – for State and Local Governments and GASB No. 35, Basic Financial Statements 

and Management’s Discussion and Analysis for Public Colleges and Universities.   Statements required include the 

Statement of Net Position, the Statement of Revenues, Expenses, and Changes in Net Position, and the Statement of Cash 

Flows.  The statements are prepared under the accrual basis of accounting, where revenues are recognized when the service 

is provided and expenses are recognized when incurred regardless of when cash is exchanged.   

 

The University has provided analysis of major variances that occurred between fiscal years 2016 and 2015, as well as 

information regarding capital assets, debt administration, and an economic outlook.  The management’s discussion and 

analysis focuses on the University’s operations, excluding the Foundation. 

 

  



 

3 
 

BLACK HILLS STATE UNIVERSITY 

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR THE YEAR ENDED JUNE 30, 2016 

 

Financial Highlights 

 

Statements of Net Position 

The Statements of Net Position present the University’s financial position at the end of the fiscal year, including all assets 

and liabilities.  Net position, the result of total assets minus total liabilities, is one indicator of the current financial condition 

of the system.  Assets, deferred outflows, and liabilities are reported at cost or fair market value, less accumulated 

depreciation or amortization. 

 
Current Assets decreased approximately $2 million as cash funded construction projects.  Non-current assets remained 

comparable to 2015 as the completion of Crow Peak Residence Hall and the donation of two scoreboards was offset by the 

demolition of Pangburn Residence Hall and a prior period adjustment for accumulated depreciation.  The University’s 

largest asset is its investment in Buildings & Building Improvements which represents approximately $76 million of non-

current assets.   

 

Assets 2016 2015

Current Assets 16,145,254.84$    18,250,667.36$     

Non-Current Assets 90,556,592.75      91,134,302.38      

Total Assets 106,701,847.59$  109,384,969.74$   

Deferred Outflows of Resources 84,024.42$           88,901.55$           

Total Assets and Deferred Outflows of Resources 106,785,872.01$  109,473,871.29$   

Liabilities

Current Liabilities 4,825,646.89$      5,315,210.04$      

Non-Current Liabilities 21,892,496.50      22,729,770.52      

Total Liabilities 26,718,143.39$    28,044,980.56$     

Net Position

Net Investment in Capital Assets 70,213,249.85$    69,638,945.89$     

Restricted 1,715,532.16        2,181,752.20        

Unrestricted 8,138,946.61        9,608,192.64        

Total Net Position 80,067,728.62$    81,428,890.73$     

Total Liabilities and Net Position 106,785,872.01$  109,473,871.29$   

June 30, 2016 and June 30, 2015

Condensed Statements of Net Position

2016 2015

Land 234,350.00$      189,350.00$         

Construction in Progress 4,533,434.16     14,751,298.01      

Building & Building Improvements, Net 76,151,526.02   65,889,353.68      

Land Improvements, Net 2,112,686.15     3,027,493.98        

Infrastructure, Net 2,152,249.66     2,454,793.29        

Equipment & Other Property, Net 3,331,734.20     2,608,750.85        
Total Capital Assets, Net 88,515,980.19$ 88,921,039.81$     

Capital Assets, Net Accumulated Depreciation

June 30, 2016 and June 30, 2015
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BLACK HILLS STATE UNIVERSITY 

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR THE YEAR ENDED JUNE 30, 2016 

 

Financial Highlights (Continued) 

 

Statements of Net Position (Continued) 

Construction in Progress includes a major investment in the utility and other infrastructure of the campus including a new 

electrical redundancy loop, sidewalk improvements, exterior lighting improvements, sewer upgrades, drainage ditch repair, 

improved campus irrigation, and technology infrastructure improvements all of which were completed in 2016.  Planting 

new trees and upgrading the campus apartments are on-going multi-year projects beginning in 2016.  The library will be 

completely replaced in 2017.  Details are as follows:   

 
Non-Current Liabilities decreased approximately $850,000 primarily from debt repayments.  Bonds payable is the 

University’s largest liability totaling $18,386,754.76. 

 

 
  

2016 2015

Utility Infrastructure 3,755,922.08$   2,662,645.48$      

Bank Stabilization & Erosion Control 358,979.69        6,702.80              

Jonas Electrical Upgrade 269,269.23        -                      

Tree Project 79,575.34          -                      

Apartments Upgrade 45,502.82          -                      
Library Roof & Parapet 24,185.00          21,278.00            

Crow Peak Residence Hall -                     10,170,975.48      

Jonas Science Renovations -                     1,394,549.00        

Young Center Roof Replacement -                     495,147.25           
Total Construction in Progress 4,533,434.16$   14,751,298.01$     

2016 2015

2014B Revenue Bond 1,787,933.48$      1,933,115.48$         

2014A Revenue Bond 9,838,821.28        10,267,880.01         

2007 Revenue Bond 5,980,000.00        6,325,000.00          

2006 Revenue Bond 780,000.00           845,000.00             

Compensated Absences Payable 2,592,395.65        2,457,729.65          

Federal Capital Contribution Refundable Advance 2,790,579.00        2,790,579.00          
Total Non-Current Liabilities 23,769,729.41$    24,619,304.14$       

Due Within One Year 1,877,232.91$      1,889,533.62$         

Non-Current Liabilities

June 30, 2016 and June 30, 2015
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BLACK HILLS STATE UNIVERSITY 

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR THE YEAR ENDED JUNE 30, 2016 

 

Financial Highlights (Continued) 

 

Statement of Revenues, Expenses, and Changes in Net Position 

The Statement of Revenues, Expenses, and Changes in Net Position presents the results of the University’s operations.  

Revenues and expenses are classified as either operating or non-operating, with State Appropriations classified as non-

operating revenues.  The financial statements also include depreciation expense, which is the amortization of the cost of 

capital assets over their estimated useful life. 

 

 
Total Operating Revenues increased approximately $2.8 million, primarily due to an increase in Private Contracts and 

Grants.  Included in Private Contracts and Grants, is approximately $1 million received from the Foundation for Jonas 

Building Improvements.  Tuition and Fees increased approximately $700,000 due to rate increases. 

 

Total Operating Expenses increased approximately $2.3 million.  The University’s costs in personal services decreased $1.3 

million as budgeted and was offset by an increase in supplies and materials due to capital projects and purchases under the 

capitalization thresholds.  An increase of $1 million in depreciation was the result of Crow Peak Residence Hall, Jonas 

Improvements, and the Black Hills State University – Rapid City. 

 

Other Revenues decreased approximately $700,000 primarily from South Dakota Building Authority (the Authority) Capital 

Financing.  The University received bond proceeds from the Authority in 2015 for the Jonas Science Renovation and 

Infrastructure projects.  In 2016 no bond proceeds were received for the Jonas project and it was placed in service during 

the year.  The University received $1,090,504.02 of bond proceeds for the Infrastructure project in 2016.   

  

2016 2015

Total Operating Revenues 35,304,281.93$    32,507,432.07$     

Total Operating Expenses (50,112,693.86)    (47,810,010.38)     

Operating Loss (14,808,411.93)$  (15,302,578.31)$   

Non-Operating Revenues and Expenses 13,662,134.68$    13,784,317.28$     

Other Revenues 2,075,472.40        2,775,363.03        

Total Increase in Net Position 929,195.15$         1,257,102.00$      

Net Position - Beginning of the year 81,428,890.73$    79,470,276.51$     

Prior Period Adjustments (2,290,357.26)      701,512.22           

Net Position - End of the year 80,067,728.62$    81,428,890.73$     

Condensed Statements of Revenues, Expenses, and Changes in Net Position

For the Years Ending June 30, 2016 and 2015



 

6 
 

BLACK HILLS STATE UNIVERSITY 

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR THE YEAR ENDED JUNE 30, 2016 

 

Financial Highlights (Continued) 

 

  
 

 
  

Increase

Operating Revenues 2016 2015 (Decrease)

Tuition and Fees, Net 19,761,059$ 19,053,278$      707,782$     

Auxiliaries, Net 4,496,564     4,307,079          189,485       

General Sales & Services 2,810,053     2,821,530          (11,477)       

Federal Contracts & Grants 3,735,600     3,141,093          594,507       

State Contracts & Grants 583,859        991,747            (407,888)     

Private Contracts & Grants 3,891,298     2,168,161          1,723,138    

Student Loan Interest 25,848          24,544              1,304          

Total Operating Revenues 35,304,282$ 32,507,432$      2,796,850$  
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BLACK HILLS STATE UNIVERSITY 

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR THE YEAR ENDED JUNE 30, 2016 

 

Financial Highlights (Continued) 

 

 
 

 
  

Increase

Operating Expenses 2016 2015 (Decrease)

Personal Services 28,766,832$ 30,142,602$      (1,375,770)$ 

Travel 1,028,473     863,465            165,008       

Contractual 7,140,819     6,182,049          958,770       

Supplies & Materials 5,596,736     4,169,785          1,426,951    

Grants 3,275,549     3,325,461          (49,912)       

Loan Cancellation Expense 43,568          95,079              (51,511)       

Bad Debt 266,594        81,078              185,516       

Depreciation 3,994,123     2,950,492          1,043,631    

Total Operating Expenses 50,112,694$ 47,810,010$      2,302,683$  
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BLACK HILLS STATE UNIVERSITY 

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR THE YEAR ENDED JUNE 30, 2016 

 

Financial Highlights (Continued) 

 

 
 

 
 

  

Increase

Non-Operating & Other Revenues 2016 2015 (Decrease)

General Fund Appropriations 8,915,112$   8,810,289$        104,823$     

School & Public Lands 173,360        173,360            -             

HEFF 463,888        226,363            237,525       

Investment Income 97,826          200,092            (102,267)     

Other Revenues & Additions 4,766,666     5,175,232          (408,566)     

Capital Contracts & Grants 87,500          -                   87,500        

South Dakota Building Authority Capital Financing 1,090,504     2,122,183          (1,031,679)   

Capital HEFF 897,468        653,180            244,289       

Total Non-Operating & Other Revenues 16,492,324$ 17,360,699$      (868,375)$    
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BLACK HILLS STATE UNIVERSITY 

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONCLUDED) 

FOR THE YEAR ENDED JUNE 30, 2016 

 

Financial Highlights (Concluded) 

 

Statements of Cash Flows 

The Statements of Cash Flows presents information related to cash inflows and outflows.  These transactions are classified 

as operating, non-operating, capital, and investing activities.  These statements help measure the ability of the University to 

meet financial obligations as they mature.   

 

 
The University’s Cash decreased $2.4 million from 2015.  In 2015, the University received, and substantially spent, 

approximately $4.1 million of bond proceeds for capital projects.  These capital projects were completed and put in service 

in early 2016.  As fewer and smaller projects occurred in 2016, there is a decrease in cash used for capital projects as noted 

above.  The University also spent less cash for operating activities primarily due to reductions in personal services as 

budgeted. 

 

Outlook for FY16 and Beyond 

Overall, the University budgets available resources according to the strategic plan in a manner that keeps the priority on the 

instructional programs to maintain and improve the high quality degrees offered.  The University is positioned well for 

fiscal year 2017 and beyond under the leadership of our President, Thomas Jackson, Jr.  The academic programs are strong 

and undergraduate research opportunities for students, scholarship funding, student experiential learning and international 

opportunities, and honors programming continue to increase.    

  

Net Cash Provided/(Used) by 2016 2015
Operating Activities (11,241,375.75)$  (13,033,360.21)$   
Non-Operating Activities 14,142,838.54      14,385,754.50      
Capital Related Activities (5,544,757.79)      (11,120,367.74)     
Investing Activities 195,156.59           158,687.97           
Net Decrease in Cash (2,448,138.41)      (9,609,285.48)       
Cash - Beginning of the year 15,562,389.67      25,171,675.15      
Cash - End of the year 13,114,251.26$    15,562,389.67$     

Condensed Statements of Cash Flows

For the Years Ended June 30, 2016 and 2015
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Assets 2016 2015

Current Assets

Cash & Cash Equivalents on Deposit - State Treasurer 12,586,988.84$    14,040,151.14$       

Cash 153,597.86           1,123,554.33          

Accounts Receivable - Students 1,174,221.12        1,115,095.58          

Allowance for Doubtful Accounts - Students (395,714.07)         (279,882.27)            

Accounts Receivable - Department Sales 62,416.39             189,855.69             

Notes Receivable 270,214.42           336,835.00             

Interest Receivable 119,712.77           217,043.71             

Inventory 800,029.29           698,142.29             

Due from Federal Sources 1,288,952.61        684,339.42             

Due from Primary Government 1,469.55               21,521.74               

Due from Other Component Units 83,366.06             104,010.73             

Total Current Assets 16,145,254.84$    18,250,667.36$       

Non-Current Assets

Restricted Cash & Cash Equivalents on Deposit -  State Treasurer 373,664.56$         398,684.20$           

Notes Receivable 1,666,948.00        1,814,578.37          

Capital Assets:

Land 234,350.00           189,350.00             

Construction in Progress 4,533,434.16        14,751,298.01         

Building & Building Improvements 105,887,684.08    91,873,108.03         

Accumulated Depreciation - Building & Building Improvements (29,736,158.06)    (25,983,754.35)       

Land Improvements 4,645,527.63        4,645,527.63          

Accumulated Depreciation - Land Improvements (2,532,841.48)      (1,618,033.65)         

Infrastructure 6,434,552.41        6,415,903.21          

Accumulated Depreciation - Infrastructure (4,282,302.75)      (3,961,109.92)         

Equipment & Other Property 12,444,921.69      10,311,300.97         

Accumulated Depreciation - Equipment & Other Property (9,113,187.49)      (7,702,550.12)         

Total Non-Current Assets 90,556,592.75$    91,134,302.38$       

Deferred Outflows

Loss on Debt Refinancing $84,024.42 $88,901.55

Total Assets and Deferred Outflows 106,785,872.01$  109,473,871.29$     

Black Hills State University

Statements of Net Position

June 30, 2016 and June 30, 2015
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Liabilities 2016 2015

Current Liabilities

Accounts Payable 328,727.17$         397,569.47$           

Accrued Wages & Benefits 720,566.08           728,631.65             

Accrued Interest Payable 192,456.25           201,439.75             

Student Deposits 82,355.00             60,712.73               

Agency Funds - Funds Held For Others 18,423.41             19,431.40               

Unearned Revenue 322,752.99           395,862.68             

Due to Primary Government 24,749.88             31,326.55               

Due to Other Component Units 1,258,383.20        1,590,702.19          

Compensated Absences Payable - Current  Portion 852,992.18           905,292.89             

Bonds Payable, Net Premium - Current Portion 1,024,240.73        984,240.73             

Total Current Liabilities 4,825,646.89$      5,315,210.04$         

Non-Current Liabilities

Compensated Absences Payable - Non-Current 1,739,403.47$      1,552,436.76$         

Bonds Payable, Net Premium - Non-Current 17,362,514.03      18,386,754.76         

Federal Capital Contribution Refundable Advance 2,790,579.00        2,790,579.00          

Total Non-Current Liabilities 21,892,496.50$    22,729,770.52$       

Total Liabilities 26,718,143.39$    28,044,980.56$       

Net Position

Net Investment in Capital Assets 70,213,249.85$    69,638,945.89$       

Restricted

Expendable

Debt Service 373,664.56           398,684.20             

Other 1,341,867.60        1,783,068.00          

Unrestricted 8,138,946.61        9,608,192.64          

Total Net Position 80,067,728.62$    81,428,890.73$       

Total Liabilities and Net Position 106,785,872.01$  109,473,871.29$     

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

June 30, 2016 and June 30, 2015

Black Hills State University

Statements of Net Position
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The accompanying notes to the Foundation financial statements are an integral part to this statement. 
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Operating Revenues 2016 2015

Tuition

State support 4,547,796.09$      4,731,167.28$         

Self support 12,522,161.92      11,720,662.81         

Total Tuition 17,069,958.01$    16,451,830.09$       

Fees

University Support Fee 2,176,909.36$      2,214,183.99$         

Salary Competitiveness Fee 1,521,491.97        1,537,100.72          

General Activity Fee 1,566,373.59        1,449,416.48          

Special Discipline Fees 573,391.78           249,876.24             

Lab Fees -                       194,757.64             

Vehicle Registration 161,170.63           148,986.21             

Technology Fee 665,932.53           623,147.74             

Other Fees 64,541.77             10,945.25               

Charges 66,834.32             62,571.79               

Total Fees 6,796,645.95$      6,490,986.06$         

Total Tuition and Fees 23,866,603.96$    22,942,816.15$       

Student Financial Assistance (4,105,544.81)      (3,889,538.65)         

Total Tuition and Fees, Net of Student Financial Assistance 19,761,059.15$    19,053,277.50$       

Auxiliaries 5,836,178.11$      5,562,867.55$         

Scholarship Allowance (1,339,614.19)      (1,255,788.16)         

Auxiliaries, Net Scholarship Allowance 4,496,563.92        4,307,079.39          

General Sales & Services 2,810,053.28        2,821,530.48          

Contracts & Grants

Federal 3,735,600.03        3,141,092.87          

State 583,859.16           991,747.11             

Private 3,891,298.42        2,168,160.67          

Student Loan Interest 25,847.97             24,544.05               

Total Operating Revenues 35,304,281.93$    32,507,432.07$       

Black Hills State University

Statements of Revenues, Expenses, and Changes in Net Position

For the Years Ending June 30, 2016 and June 30, 2015
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Operating Expenses 2016 2015

Personal Services (28,766,832.19)$  (30,142,601.74)$      

Travel (1,028,472.78)      (863,465.25)            

Contractual (7,140,818.62)      (6,182,048.75)         

Supplies & Materials (5,596,736.30)      (4,169,784.87)         

Grants (3,275,548.90)      (3,325,461.01)         

Loan Cancellation Expense (43,567.95)           (95,078.87)             

Bad Debt (266,593.97)         (81,077.74)             

Depreciation (3,994,123.15)      (2,950,492.15)         

Total Operating Expenses (50,112,693.86)$  (47,810,010.38)$      

Operating Loss (14,808,411.93)$  (15,302,578.31)$      

Non-Operating Revenues (Expenses) 

General Fund Appropriations 8,915,112.03$      8,810,288.84$         

School & Public Lands 173,360.00           173,360.00             

HEFF 463,887.92           226,362.77             

Investment Income 97,825.65             200,092.15             

Interest on Capital Assets (750,718.90)         (773,153.93)            

Bond Issuance Costs -                       (27,864.48)             

Loss on Disposal of Asset (3,997.60)             -                        

Other Revenues & Additions 4,766,665.58        5,175,231.93          

Total Non-Operating Revenues (Expenses) 13,662,134.68$    13,784,317.28$       

Loss Before Other Revenues, Expenses, Gains or Losses (1,146,277.25)$    (1,518,261.03)$       

Capital Contributions

Capital Contracts & Grants 87,500.00$           -$                      

HEFF 897,468.38           653,179.79             

South Dakota Building Authority Capital Financing 1,090,504.02        2,122,183.24          

Total Capital Contributions 2,075,472.40$      2,775,363.03$         

Increase in Net Position 929,195.15$         1,257,102.00$         

Net Position, Beginning of Year 81,428,890.73$    79,470,276.51$       

Prior Period Adjustments (2,290,357.26)      701,512.22             

Net Position, End of Year 80,067,728.62$    81,428,890.73$       

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

Black Hills State University

Statements of Revenues, Expenses, and Changes in Net Position

For the Years Ending June 30, 2016 and June 30, 2015
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The accompanying notes to the Foundation financial statements are an integral part to this statement. 
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Cash Flows from Operating Activities 2016 2015

Tuition and Fees, Net of Student Financial Assistance 19,551,171.44$    18,782,278.49$       

Auxiliaries, Net Scholarship Allowance 4,416,319.19        4,313,131.94          

General Sales & Services 2,937,492.58        2,689,281.06          

Federal Contracts & Grants 3,130,986.84        3,359,056.82          

State Contracts & Grants 360,406.16           1,150,262.61          

Private Contracts & Grants 2,700,935.15        2,168,160.67          

Loans Issued to Students -                       33,397.06               

Loans Collected from Students 170,683.00           -                        

Student Loan Interest 25,847.97             24,544.05               

Payments for Personal Services (28,465,052.76)    (30,040,770.50)       

Payments for Travel (1,028,472.78)      (863,465.25)            

Payments for Contractual (6,100,565.04)      (6,967,197.18)         

Payments for Supplies & Materials (5,665,578.60)      (4,356,578.97)         

Payments for Grants (3,275,548.90)      (3,325,461.01)         

Net Cash Flows from Operating Activities (11,241,375.75)$  (13,033,360.21)$      

Cash Flows from Non-Operating Activities 

General Fund Appropriations 8,915,112.03$      8,810,288.84$         

School & Public Lands 173,360.00           173,360.00             

HEFF 463,887.92           226,362.77             

Federal Loan Disbursements -                       (15,778,602.00)       

Federal Loan Receipts -                       15,778,602.00         

Net Change in Funds Held for Others (1,007.99)             510.96                   

Other Revenues & Additions 4,766,665.58        5,175,231.93          

Payments for Other Expenditures (175,179.00)         -                        

Net Cash Flows from Non-Operating Activities 14,142,838.54$    14,385,754.50$       

Cash Flows from Capital Related Activities 

HEFF 897,468.38$         653,179.79$           

South Dakota Building Authority Financing 1,090,504.02        2,122,183.24          

Proceeds from Capital Debt -                       1,979,466.24          

Revenue Bond Discounts and Related Costs 4,877.13               -                        

Principal Paid on Capital Debt (940,000.00)         (3,250,000.00)         

Interest Paid on Capital Debt (803,943.13)         (773,153.93)            

Purchase of Capital Assets (5,793,664.19)      (11,852,043.08)       

Net Cash Flows from Capital Related Activities (5,544,757.79)$    (11,120,367.74)$      

Cash Flows from Investing Activities

Investment Income 195,156.59$         158,687.97$           

Net Decrease in Cash (2,448,138.41)$    (9,609,285.48)$       

Cash - Beginning of the year 15,562,389.67      25,171,675.15         

Cash - End of the year 13,114,251.26$    15,562,389.67$       

Black Hills State University

Statements of Cash Flows

For the Years Ended June 30, 2016 and 2015
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2016 2015

Reconciliation of Net Operating Revenues (Expenses) to 

Net Cash Used by Operating Activities 

Operating Loss (14,808,411.93)$  (15,302,578.31)$      

Adjustments to Reconcile Operating Loss to Net Cash Used by 

Operating Activities:

Depreciation Expense 3,994,123.15        2,950,492.15          

Bad Debt Expense 266,593.97           81,077.74               

Loan Cancellation Expense 43,567.95             95,078.87               

Prior Period Adjustment (2,254.20)             -                        

Changes in Assets and Liabilities

Accounts Receivable - Students (209,887.66)         (271,058.33)            

Accounts Receivable - Department Sales 127,439.30           (132,249.42)            

Notes Receivables 170,683.00           33,397.06               

Due From Federal Sources (604,613.19)         130,130.27             

Due From Primary Government 20,052.19             (2,993.81)               

Due From Other Component Units 20,644.67             161,509.31             

Prepaid Expense -                       57,776.57               

Inventory (101,887.00)         (20,419.74)             

Accounts Payable (68,842.30)           (843,376.64)            

Accrued Wages & Benefits 167,113.38           90,092.32               

Due to Primary Government (6,576.67)             (51,483.12)             

Due to Other Component Units (332,318.99)         (114,891.24)            

Student Deposits 21,642.27             6,052.55                

Compensated Absences Payable 134,666.00           12,249.88               

Unearned Revenue (73,109.69)           87,833.68               

Net Cash Used by Operating Activities (11,241,375.75)$  (13,033,360.21)$      

Noncash Activities 

Loss on Disposal of Asset 3,997.60$             (4,536.38)$             

Loss on Accounts Written Off -$                     (1,505.60)$             

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

For the Years Ended June 30, 2016 and 2015

Black Hills State University

Statements of Cash Flows
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The accompanying notes to the Foundation financial statements are an integral part to this statement. 
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BLACK HILLS STATE UNIVERSITY 

NOTES TO THE FINANCIAL STATEMENTS 

JUNE 30, 2016 

 

(1) Summary of Significant Accounting Policies 

 

Reporting Entity 

Black Hills State University (the University) is a public institution of higher education under the governance of South 

Dakota Board of Regents (the Board).  The Board combines the financial statements of six public universities and two 

special schools to be presented as a component unit (Higher Education) in the State of South Dakota Combined Annual 

Financial Report (CAFR). 

 

The Black Hills State University Foundation (the Foundation) is a legally separate, tax exempt component unit of the 

University.  The Foundation acts primarily as a fundraising organization to supplement resources for University programs.  

Although the University does not control the timing or amount of receipts from the Foundation, the majority of resources 

or income the Foundation holds and invests are restricted for activities of the University by the donors. Because these 

restricted resources held by the Foundation can only be used by or for the benefit of the University, the Foundation is 

considered a component unit of the University and is discretely presented in the University’s financial statements.  During 

the year ended June 30, 2016, the University received $1,941,278.56 from the Foundation for both restricted and unrestricted 

purposes.  

 

Basis of Presentation 

The financial statements have been prepared in accordance with the generally accepted accounting principles as prescribed 

by the Governmental Accounting Standards Board (GASB), including Statement No. 34, Basic Financial Statements – and 

Management’s Discussion and Analysis – for State and Local Governments, Statement No. 35, Basic Financial Statements 

and Management’s Discussion and Analysis of Public College and Universities, and Statement No 39, Determining Whether 

Certain Organizations are Component Units – an amendment of GASB Statement No. 14.  The Statements of Net Position, 

Statements of Revenues, Expenses, and Changes in Net Position, and Statements of Cash Flows represent the financial 

activities of the University. 

 

Basis of Accounting 

The University is considered a special purpose government entity engaged in business type activities.  The financial 

statements are prepared on the accrual basis, where revenues are recognized when earned, and expenses are recorded when 

an obligation has been incurred.  Interdepartmental charges are treated as a transfer of expense. 

 

Fund Accounting 

In order to insure observance of the limitations and restrictions placed on the use of resources available to the University, 

the accounts of the University are maintained in accordance with the principles of "fund accounting."  This is the procedure 

by which resources are maintained in accordance with activities or objectives specified by donors, governmental 

appropriations, granting agencies, and other outside sources or regulations.  Separate accounts are maintained for each fund; 

however in the accompanying financial statements, all fund groups have been combined and reported as a single net position 

total. 

 

Cash and Cash Equivalents 

Cash includes cash in local banks, and cash on hand.  Cash and Cash Equivalents on Deposit – State Treasurer include cash 

and investments with original maturities of three months or less which are reported at fair market value. 

 

Restricted Cash 

Restricted Cash on Deposit - State Treasurer is a bond sinking fund for the 2014B, 2014A, 2007, and 2006 revenue bonds. 
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BLACK HILLS STATE UNIVERSITY 

 NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2016 

 

(1) Summary of Significant Accounting Policies (Continued) 

 

Accounts Receivable 

Accounts Receivable includes funds owed from students for outstanding tuition and fee charges as well as funds owed to 

University departments from external sources for various sales and services.  The University uses the allowance method for 

calculating uncollectible accounts receivable.  Under the allowance method, a reserve is established for the projected amount 

that will become uncollectible.  

 

The allowance for uncollectible accounts has been computed based on the following aging schedule: 

 

 
Notes Receivable 

Notes Receivable consists receivables associated with the Perkins Loan Program.  When Perkins loans are deemed 

uncollectible, they are assigned to the Department of Education.  The direct write-off method is used for any uncollectible 

accounts. 

 

Interest Receivable 

Interest Receivable consists of interest earned through the State Investment Council through June 30, 2016.   

 

Inventory 

Inventory consists supplies and materials purchased for resale and are priced at cost using the first-in-first-out method.   

 

Due from Federal Sources 

Due from Federal Sources represents expenditures made on federal grants for which reimbursement has not been received. 

 

Due from/to Primary Government 

Due from/to Primary Government represents receivables or payables to various South Dakota state agencies not governed 

by the Board.   

 

Due from/to Other Component Units 

Due from/to Other Component Units represents receivables or payables to other South Dakota public universities, special 

schools, or the Board.   

 

  

Allowance 

Age Percentage

1 year 5

2 years 20

3 years 25

4 years 30

5 years 40

Over 5 years 100
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BLACK HILLS STATE UNIVERSITY 

 NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2016 

 

(1) Summary of Significant Accounting Policies (Continued) 

 

Capital Assets 

Capital assets are recorded at cost, or for donated assets, at fair value at the date of acquisition.  Capital assets are depreciated 

on a straight-line basis over the useful life of the asset based on tables established by the State of South Dakota Bureau of 

Finance and Management.  Capitalization thresholds and useful lives are as follows: 

 

 
Major additions to capital assets which are not substantially complete at year end are included in the financial statements as 

Construction in Progress.  Major additions placed into service are transferred to Buildings & Building Improvements, Land 

Improvements, or Infrastructure at the earliest occurrence of occupancy or substantial completion of the project. 

 

Deferred Outflows of Resources 

Deferred Outflows of Resources represent a consumption of net position by the government that applies to future periods 

and will not be recognized as an outflow of resources (expense) until then.   

 

Student Deposits 

Student deposits represent dormitory room deposits, security deposits for possible room damage and key loss, and other 

deposits.  Student deposits are recognized as revenue during the semester for which the fee is applicable and earned when 

the deposit is nonrefundable to the student under the forfeit terms of the agreement. 

 

Agency Funds – Funds Held for Others 

Current balances in Agency Funds – Funds Held for Others result from the University acting as an agent, or fiduciary, for 

student organizations.   

 

Compensated Absences 

All full-time and permanent part-time employees earn annual leave and sick leave. Employees earn fifteen days annual 

leave per year that can be accumulated to thirty days, except for employees with more than fifteen years of employment, 

who earn twenty days annual leave per year that can be accumulated to forty days. Upon termination, employees receive 

payment for their accumulated annual leave. Employees earn fourteen days sick leave per year.  Unless dismissed for cause, 

employees who terminate after seven years of continuous employment receive payment for one-fourth of their accumulated 

sick leave balance, not to exceed 480 hours. 

 

Bonds Payable 

Bonds Payable consists of revenue bonds financing buildings, building improvements, and land improvements.  Bonds 

Payable is reported net of the applicable premiums, and the premiums are deferred and amortized over the life of the bonds. 

 

Federal Capital Contribution Refundable Advance 

The Federal Capital Contribution Refundable Advance are funds owed to the federal government if federal loan programs 

were eliminated. 

 

  

Capitalization

Asset Type Threshold Useful Life

Building 100,000 40 years

Building Improvements 100,000 20 years

Land Improvements 50,000 10 years

Infrastructure 50,000 20-50 years

Equipment & Other Property 5,000 5-15 years
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BLACK HILLS STATE UNIVERSITY 

 NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2016 

 

(1) Summary of Significant Accounting Policies (Continued) 
 

Net Position 

The University’s net position are classified as follows: 

 

Net Investment in Capital Assets:  Capital assets, net of accumulated depreciation, and reduced by outstanding balances for 

payables and bonds that are attributed to the acquisition, construction, or improvement of those assets. 

 

Restricted Net Position – Expendable:  Assets that are legally obligated to spend in accordance with externally imposed 

restrictions. 

 

Unrestricted Net Position:  Assets that do not meet the definition of the two preceding categories. 

 

Revenue Recognition and Unearned Revenue 

Revenue is recognized when earned.  Restricted grant revenue is recognized only to the extent expended.  Unearned revenue 

is recorded for amounts received from contract and grant sponsors that have not yet been earned and performance by the 

University has not been completed. 

 

Scholarship Allowance and Student Financial Assistance 

Tuition and fee revenue and auxiliary revenue have been reported net of student financial assistance and scholarship 

allowance in accordance with the alternative method prescribed by the National Association of College and University 

Business Officers (NACUBO).  Under the alternative method, tuition and fee revenue and auxiliary revenue are reduced by 

the amount paid for by certain types of financial assistance such as PELL grants, other governmental and private grants, 

and scholarships.  The alternative method eliminates the double reporting of revenue, first as financial aid and grant revenue 

and then as tuition and fee revenue or auxiliary revenue.  Using the alternative method, the revenue is recognized for 

financial aid and grants while the financial assistance expense and tuition and fee revenue or auxiliary revenue is eliminated 

for the amount of financial assistance applied to students’ accounts. 

 

Operating and Non-Operating Revenues 

Operating revenues consist of tuition and fees, auxiliary enterprises, general sales and services, contracts and grants, and 

loan funds.  Non-operating revenues include state appropriations, capital and non-capital financing activities, capital grants, 

and investment income. 

 

Endowment and Similar Funds 

The asset of the endowment and similar funds administered by the Department of School and Public Lands have not been 

included in the financial statements as the University does not actively participate in the administration of these funds.  

Information may be found on the Department of School and Public Lands website at www.sdpubliclands.com. 
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BLACK HILLS STATE UNIVERSITY 

 NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2016 

 

(2) Capital Assets 

 

A summary of changes in Capital Assets follows: 

 

 
**Library books and films are added at cost the year of their purchase.  As books and films are disposed they are removed 

at an average cost per book or film.   

 

The State of South Dakota Bureau of Finance and Management’s policy concerning Special Collections and Historical 

Treasures states, “Works of art, historical treasures, and similar assets must be capitalized and reported at their historical 

cost or fair value at date of donation if they are held as individual items, but not if they are in a collection.  Collections (and 

all additions to that collection) are not to be capitalized and reported, whether donated or purchased, that meets all of the 

following conditions.  The collection is: 

 

1. Held for public exhibition, education, or research in furtherance of public service, rather than financial gain. 

2. Protected, kept unencumbered, cared for, and preserved. 

3. Subject to an organizational policy that requires the proceeds from sale of collection items to be used to acquire 

other items for collections.  This does not have to be a formal policy; however, there should be some evidence to 

support the existence of the policy. 

 

For non-capitalized collections, a disclosure in the notes to the financial statements must be made for the description of the 

collection and the reasons these assets are not capitalized.”   

 

The followings collections qualify under the State of South Dakota Bureau of Finance and Management’s policy as non-

capitalized collections and are not included in our capital assets above.  They are held for public exhibition and education 

and any proceeds from the sale of the items within these collections are to be returned to the collection.  A Collection of 

Historical Treasures and Works of Art located in the E.Y. Berry Library Learning Center includes the Termisphere “Portrait 

of a College” by Dick Termes, the Collection of Lyndle Dunn Paintings, the A.D. Humbert Collection of Clay Tablets and 

the Rachetts Doll Collection.   

2015 Prior Period Additions Deletions 2016

Land 189,350.00$          -$                 45,000.00$        -$                234,350.00$         

Building & Building Improvements 91,873,108.03       -                   14,848,442.42    (833,866.37)     105,887,684.08    

Land Improvements 4,645,527.63         -                   -                   -                 4,645,527.63        

Infrastructure 6,415,903.21         18,649.20          -                   -                 6,434,552.41        

Equipment & Other Property

Equipment 6,239,653.91         935,795.06        1,173,737.75      (7,760.00)         8,341,426.72        

Library Books** 4,071,647.06         -                   31,847.91          -                 4,103,494.97        

Total Assets 113,435,189.84$    954,444.26$      16,099,028.08$  (841,626.37)$   129,647,035.81$  

Less Accumulated Depreciation:

Building & Building Improvements 25,983,754.35$      1,800,088.27$    2,786,181.77$    (833,866.33)$   29,736,158.06$    

Land Improvements 1,618,033.65         681,660.69        233,147.14        -                 2,532,841.48        

Infrastructure 3,961,109.92         11,328.63          309,864.20        -                 4,282,302.75        

Equipment & Other Property

Equipment 4,273,946.80         320,771.99        613,169.38        (3,762.40)         5,204,125.77        

Library Books** 3,428,603.32         428,697.73        51,760.67          -                 3,909,061.72        

Total Depreciation 39,265,448.04$      3,242,547.31$    3,994,123.16$    (837,628.73)$   45,664,489.78$    

Net Capital Assets 74,169,741.80$      (2,288,103.05)$   12,104,904.92$  (3,997.64)$       83,982,546.03$    
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BLACK HILLS STATE UNIVERSITY 

 NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2016 

 

(3) Construction in Progress & Commitments 

 

A summary of changes in Construction in Progress follows: 

 

 
The University had outstanding commitments for the Bank Stabilization & Erosion Control project totaling $1,441,428.07 

at June 30, 2016.   

 

Construction projects listed above will be funded by South Dakota Building Authority bonds, HEFF, General Funds, and 

reserves. 

 

(4) Compensated Absences 

 

A summary of changes in Compensated Absences follows: 

 

 
  

2015 Additions Deletions 2016

Utility Infrastructure 2,662,645.48$         1,093,276.60$         -$                      3,755,922.08$      

Bank Stabilization & Erosion Control 6,702.80                352,276.89             -                        358,979.69           

Jonas Electrical Upgrade -                        269,269.23             -                        269,269.23           

Tree Project -                        79,575.34               -                        79,575.34             

Apartments Upgrade -                        45,502.82               -                        45,502.82             

Library Roof & Parapet 21,278.00               2,907.00                -                        24,185.00             

Jonas Science Renovations 1,394,549.00          1,079,161.34          (2,473,710.34)         -                       

Crow Peak Residence Hall 10,170,975.48         1,418,794.25          (11,589,769.73)       -                       

Young Center Roof Replacement 495,147.25             -                        (495,147.25)            -                       

Pressbox & Concession Upgrade -                        107,563.54             (107,563.54)            -                       

Dining Services -                        182,251.56             (182,251.56)            -                       

Total Construction in Progress 14,751,298.01$       4,630,578.57$         (14,848,442.42)$      4,533,434.16$      

2015 Accrued Leave Taken 2016

Current 

Portion

Annual Leave 906,059.38$             704,464.72$ 656,515.82$ 954,008.28$         624,232.82$ 

Sick Leave 1,551,670.27            277,690.46   190,973.36   1,638,387.37        228,759.36   

Total Compensated Absences 2,457,729.65$          982,155.18$ 847,489.18$ 2,592,395.65$      852,992.18$ 
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BLACK HILLS STATE UNIVERSITY 

 NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2016 

 

(5) Bonds Payable, Restricted Cash and Cash Equivalents on Deposit – State Treasurer, and Restricted Net Position 

 

Bonds Payable, Net of Premiums at of June 30, 2016: 

 

 
The Board authorized revenue bonds to finance the Student Union expansion, residence hall renovations, Crow Peak 

residence hall, and parking lot improvements.  Principal and interest payments are paid from auxiliary operating revenues 

and general activity fees.  Net revenues pledged to bonds payable for the year ending June 30, 2016 were $2,298,154.  

Restricted Cash on Deposit – State Treasurer and Restricted Net Position – Expendable Debt Service was $373,664.56 for 

a portion of the interest and principal due in fiscal year 2017.  Restricted Net Position – Expendable Other of $1,341,867.60 

was for the repair and replacement reserve bond requirements.  Assets are held to be used for unusual or extraordinary 

maintenance or repairs, renewals, renovations and replacements, and renovating or replacement of the furniture and 

equipment not paid as part of the ordinary maintenance and operation of the facilities.  As Crow Peak Residence Hall was 

capitalized in 2016, the University made the required transfers for the bond sinking fund and the initial establishment of a 

repair and replacement reserve. 

 

Deferred Outflows of Resources represents the Loss on Debt Refinancing from the 2014B and 2014A revenue bonds.  The 

Loss on Debt Refinancing is the difference between the reacquisition price and the net carrying amount of the refinanced 

debt.  This amount is to be amortized over the life of the refinanced bonds. 

 

 

  

Bond Premium Net Current Portion

2014B Revenue Bond (originally the 2004A Student

Union and Thomas Hall Renovations); matures 

in 2026; semi-annual payments bearing interest 

between 3.00% - 5.00%; paid with General

Activity Fees 1,555,000.00$   232,933.48$    1,787,933.48$   150,182.00$      

2014A Revenue Bond (originally the Crow Peak 

Hall and Thomas Hall Renovations); matures in 

2039; semi-annual payments bearing interest 

between 3.00% - 5.00%; paid with Residence 

Halls auxiliary revenues 9,410,000.00     428,821.28     9,838,821.28     449,058.73        

2007 Revenue Bond; matures in 2029; semi-annual  

payments bearing interest at 3.88%; paid with 

Bookstore and Dining auxiliary revenues and 

General Activity Fees 5,980,000.00     -                5,980,000.00     360,000.00        

2006 Revenue Bond; matures in 2026; semi-annual  

payments bearing interest at 3.92%; paid with 

Parking auxiliary revenues 780,000.00       -                780,000.00        65,000.00          

Total Bonds Payable, Net Premium 17,725,000.00$ 661,754.76$    18,386,754.76$ 1,024,240.73$   



 

27 
 

BLACK HILLS STATE UNIVERSITY 

 NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2016 

 

(5) Bonds Payable, Restricted Cash and Cash Equivalents on Deposit – State Treasurer, and Restricted Net Position    

     (Continued) 

 

The changes in Bonds Payable for the year ended June 30, 2016 follows: 

 

 
Debt service requirements follows: 

 

 
(6) Retirement Plan 

 

The South Dakota Retirement System (SDRS) is a cost sharing, multiple employer public employee retirement system 

(PERS) established to provide retirement benefits for employees of the State and its political subdivisions. Members of 

SDRS include full time employees of public schools, the State, the Board of Regents, city and county governments, and 

other public entities. Public schools, cities, and counties may choose not to include certain full time employees in the System.  

Authority for establishing, administering and amending plan provisions are found in South Dakota Codified Law 3-12. The 

SDRS issues a publicly available financial report that includes financial statements and required supplementary information. 

That report may be obtained by writing to SDRS, PO Box 1098, Pierre, South Dakota 57501-1098 or by calling (605) 773-

3731. 

 

SDRS is a hybrid defined benefit plan designed with several defined contribution plan type provisions. The system includes 

three classes of members: Class A general members, Class B public safety and judicial members, and Class C Cement Plant 

Retirement members. Members and their employers make matching contributions, which are defined in State statute.  

 

  

2015 Proceeds Payments 2016

2014B Bond 1,675,000.00$     -$                  (120,000.00)$      1,555,000.00$      

2014B Premium 258,115.48         -                    (25,182.00)          232,933.48           

2014A Bond 9,820,000.00       -                    (410,000.00)        9,410,000.00        

2014A Premium 447,880.01         -                    (19,058.73)          428,821.28           

2007 Bond 6,325,000.00       -                    (345,000.00)        5,980,000.00        

2006 Bond 845,000.00         -                    (65,000.00)          780,000.00           

19,370,995.49$   -$                  (984,240.73)$      18,386,754.76$    

Principal Interest Total Premiums

2017 980,000.00$         762,841.00$       1,742,841.00$      44,240.73$      

2018 1,025,000.00        723,834.00         1,748,834.00        44,240.73       

2019 1,055,000.00        683,049.00         1,738,049.00        44,240.73       

2020 1,100,000.00        641,082.00         1,741,082.00        44,240.73       

2021 1,145,000.00        591,137.00         1,736,137.00        44,240.73       

2022 - 2026 5,575,000.00        2,170,251.00       7,745,251.00        202,317.13      

2027 - 2031 3,315,000.00        1,144,158.00       4,459,158.00        95,293.65       

2032 - 2036 2,055,000.00        642,787.00         2,697,787.00        95,293.65       

2037 - 2039 1,475,000.00        142,263.00         1,617,263.00        47,646.68       

17,725,000.00$ 7,501,402.00$  25,226,402.00$ 661,754.76$ 
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BLACK HILLS STATE UNIVERSITY 

 NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2016 

 

(6) Retirement Plan (Continued) 

 

SDRS provides retirement, disability, and survivor benefits. The right to receive retirement benefits vests after three years 

of contributory service. Class A members and Class B judicial members who retire after age 65 with three years of service 

are entitled to an unreduced annual retirement benefit. An unreduced annual retirement benefit is also available after age 55 

for Class A members where the sum of age and credited service is equal to or greater than 85 or after age 55 for Class B 

judicial members where the sum of age and credited service is equal to or greater than 80.  Class B public safety members 

can retire with an unreduced annual retirement benefit after age 55 with three years of contributory service. An unreduced 

annual retirement benefit is also available after age 45 for Class B public safety members where the sum of age and credited 

service is equal to or greater than 75. All retirement benefits that do not meet the above criteria may be payable at a reduced  

level. Class C Cement Plant Retirement members have a normal retirement age of 65 and early retirement is age 55 with 

the required credited service. Class C provides for disability payments for those disabled on or before March 16, 2001. All 

participants of the Plan on March 15, 2001, were 100% vested. 

 

The annual increase in the amount of the SDRS benefits payable on each July 1st is indexed to the consumer price index 

(CPI) and based on SDRS funded status: 

• If the SDRS market value funded ratio is 100% or more – 3.1% Cost of Living Adjustment (COLA) 

• If the SDRS market value funded ratio is 80.0% to 99.9%, index with the CPI  

* 90.0% to 99.9% funded – 2.1% minimum and 2.8% maximum COLA 

* 80.0% to 90.0% funded – 2.1% minimum and 2.4% maximum COLA 

• If the SDRS market value funded ratio is less than 80% – 2.1% COLA 

 

All benefits except those depending on the Member’s Accumulated Contributions are annually increased by the COLA. 

 

Per SDCL 3-12, contribution requirements of the active employees and the participating employers are established and may 

be amended by the SDRS Board. Covered employees are required by state statute to contribute the following percentages 

of their salary to the plan; Class A Members, 6.0 percent of salary; Class B Judicial Members, 9.0 percent of salary; and 

Class B Public Safety Members, 8.0 percent of salary. State statute also requires the employer to contribute an amount equal 

to the employee’s contribution. State statute also requires the employer to make an additional contribution in the amount of 

6.2 percent for any compensation exceeding the maximum taxable amount for social security for general employees only. 

The University’s share of contributions to SDRS for the fiscal years ended June 30, 2016, 2015, and 2014 were $1,219,120, 

$1,238,460 and $1,210,869 respectively, equal to the required contributions each year. 

 

As the University is a component unit of the State, the University’s proportionate share of SDRS activity and balances are 

calculated and reported in the State’s CAFR. 

 

(7) Deferred Compensation Plan 

 

Through the State, the University maintains a deferred compensation plan known as the Supplemental Retirement Plan 

(SRP), created in accordance with Internal Revenue Code Section 457.  SRP is available to all public employees and permits 

them to defer a portion of their salary until future years. The deferred compensation is not available to employees until 

termination, retirement, death, or unforeseeable emergency. 

 

All amounts of compensation deferred under the SRP, all property and rights purchased with those amounts, and all income 

attributable to those amounts, property, or rights are at all times held in trust for the exclusive benefit of the participants 

until made available to a participant or the participant’s beneficiary. The University has no liability for losses under the 

plan. 

 

The assets of the deferred compensation plan are not included in the accompanying financial statements because the assets 

are remitted to a third party who administers and markets the plan for the participants. A copy of the South Dakota 

Retirement System financial statements is available to the public at www.sdrs.sd.gov. 
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(8) Risk Management 

 

The Office of Risk Management of the Bureau of Administration is the insurance, loss control, and safety resource for all 

state agencies within South Dakota.  The responsibilities of the Office of Risk Management include protecting the State’s 

assets; providing a safe environment for State employees and for the general public who come in contact with State 

employees or property as services are provided; minimizing the possible interruptions of vital public services; safeguarding 

exposures to financial loss; and reducing the costs and consequences of accidents, including insurance premiums, through 

effective safety management. 

 

Tort liability coverage is provided to state employees under the Public Entity Pool for Liability (PEPL).  State law provides 

that sovereign immunity is waived to the extent that coverage is provided either through the purchase of insurance or an 

arrangement such as the State has with PEPL.  Therefore, the “Agreement” and “Memorandum of Coverage” between the 

State and PEPL carve out the instances where the State waves sovereign immunity and agrees to cover damages for which 

an employee becomes liable.  Coverage under PEPL includes general liability, law enforcement liability, public official’s 

errors and omissions liability, automotive liability, and some medical malpractice liability.  The coverage limit under PEPL 

is $1,000,000 per occurrence. 

 

(9) Litigation 

 

At June 30, 2016, the University was involved in various lawsuits.  No determination can be made at this time regarding 

the potential outcome of these lawsuits.  However, as discussed in the Risk Management note above, the University has 

liability coverage for itself and its employees.  Therefore, no material effects are anticipated to the University as a result of 

the potential outcome of these lawsuits. 

 

(10) Tuition and Fees 

 

For the year ending June 30, 2016, the University collected and remitted state support tuition and system fees to the Board 

as follows: 

 

 
The Higher Education Facilities Fund (HEFF) allocates 20% of tuition and fees from all state support universities to building 

improvements.   

 

The University’s allocation from the Board’s Tuition and Fees Fund is as follows:   

 

  

State Support Tuition & Fees 5,775,367.57$      

Salary Competitiveness Fee 1,534,197.79        

HEFF Dollars from State Support Tuition & Fees 1,453,411.45        

HEFF Dollars from Self Support Tuition 1,142,982.99        

Technology Fee 68,709.59            

Science Lab Facilities Bond 170,840.41          

10,145,509.80$ 

State Support Tuition & Fees 4,547,796.09$      

Salary Competitiveness Fee 1,521,491.97        

HEFF (Non-Operating Revenue) 463,887.92          

HEFF (Capital Contribution) 897,468.38          

7,430,644.36$   
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(11) State Appropriations 

 

The General Fund Appropriation of $ 8,915,112.03 reported on the Statement of Revenues, Expenses, and Changes in Net 

Position is reflective of the amount spent during the year ending June 30, 2016.  The State General Fund appropriation was 

$9,031,981.93 and $116,869.90 was reverted back to the State. 

 

(12) Prior Period Adjustments 

 

 
 

Net Position - Beginning of Year 81,428,890.73$     

Prior Period Adjustments

Accumulated Depreciation - Building & Building Improvements (1,800,088.27)       

Accumulated Depreciation - Land Improvements (681,660.69)         

Infrastructure 18,649.20            

Accumulated Depreciation - Infrastructure (11,328.63)           

Equipment & Other Property 935,795.06           

Accumulated Depreciation - Equipment & Other Property (749,469.73)         

Due from Primary Government (2,254.20)             

Total Prior Period Adjustments (2,290,357.26)       

Net Position - Beginning of Year Restated 79,138,533.47$ 
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(13) Functional Expenses 

 

 
 

Instruction 13,068,454.62$     193,619.45$       939,023.13$             394,644.70$       201,517.00$       1,655,699.89$    16,452,958.79$ 

Research 799,635.16           42,906.32          211,918.44               295,639.11         428,427.64         57,269.44          1,835,796.11     

Public Service 570,574.66           22,923.04          175,939.51               144,087.71         57,747.48          56,720.89          1,027,993.29     

Academic Support 2,949,814.54        71,354.43          502,771.50               392,521.66         244,177.22         4,160,639.35     

Student Services 3,626,495.74        520,135.74         523,263.82               605,245.04         9,171.00            493,079.01         5,777,390.35     

Institutional Support 3,807,271.26        114,061.11         1,175,269.46            385,235.84         618.00               266,593.97                231,644.82         5,980,694.46     

O&M of Plant 2,263,334.04        50,709.86          1,145,423.39            1,793,946.79      623,540.09         5,876,954.17     

Scholarships -                      -                          2,578,067.78      43,567.95                  2,621,635.73     

Auxiliaries 1,681,252.17        12,762.83          2,467,209.37            1,585,415.45      631,991.79         6,378,631.61     

TOTAL 28,766,832.19$ 1,028,472.78$ 7,140,818.62$        5,596,736.30$ 3,275,548.90$ 310,161.92$            3,994,123.15$ 50,112,693.86$ 

Other & Bad Debt Expense:

Bad Debt Expense 266,593.97$              

Loan Cancellation Expense 46,496.59                  

Collection Recoveries (2,928.64)                  

Total & Bad Debt Expense 310,161.92$            

Black Hills State University

For the Year Ended June 30, 2016

Functional Class Matrix of Expenses

 Other & Bad Debt 

Expense  Personal Services  Travel  Contractual Services 

 Supplies & 

Materials 

 Grants & 

Subsidies Depreciation Total
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