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Executive Summary 

Introduction 

In 1903, North Dakota State School of Science was provided for in the Constitution of the state 
of North Dakota and began actual operation, making it one of the oldest public two-year 
colleges in the United States.  North Dakota State School of Science changed its name to North 
Dakota State College of Science (NDSCS) in 1987. 

In 1905, the Arts and Science Division was the first division to be organized, and the Business 
Division began operation shortly after.  

In 1922, the first trade and technical programs were offered, and since that time, NDSCS has 
become widely accepted by employers from across the United States.  Since 1922, NDSCS has 
followed the basic principles of the Babcock Plan and the North Dakota Plan. The original plan 
of four interacting curriculum divisions was the result of a survey conducted in 1921 by Dean 
Earl J. Babcock of the School of Mines of the University of North Dakota.  In 1922, NDSCS was 
named the central trade and technical institution for the state of North Dakota.  Under the North 
Dakota Plan, all trade-technical training in the state for many years was centralized in this 
institution — a method which proved very satisfactory in a state with sparse population and 
where agriculture continues to be the primary industry.  

Since 1922 when these plans became operative, NDSCS has provided practical, hands-on 
education for thousands of students who, upon graduation, became available to meet business, 
professional, and industrial needs.  

In 1992, NDSCS converted from the quarter system to the semester system in as part of a 
North Dakota University System initiative.  

In 1997, NDSCS established the Skills and Technology Training Center (STTC) as a regional 
workforce training center located in Fargo.  

Responses to LAFRC Audit Questions 

The Legislative Audit and Fiscal Review Committee (LAFRC) requests that certain items be 
addressed by auditors performing audits of state agencies.  Those items and the Office of the 
State Auditor’s response are noted below. 

1. What type of opinion was issued on the financial statements? 

An unqualified opinion was issued in the fiscal year 2008 and fiscal year 2009 annual 
financial reports of the North Dakota University System. The financial statements for North 
Dakota State College of Science were obtained from the Annual Financial Reports of the 
North Dakota University System. 

2. Was there compliance with statutes, laws, rules, and regulations under which the agency 
was created and is functioning? 

Yes. 
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3. Was internal control adequate and functioning effectively? 

Other than our findings addressing “Problems Noted in Consultant Contracts” (page 13) and 
“Incorrect Coding of Federal Pass Through Grants” (page 16) we determined internal control 
was adequate. 

4. Were there any indications of lack of efficiency in financial operations and management of 
the agency? 

No. 

5. Has action been taken on findings and recommendations included in prior audit reports? 

The North Dakota State College of Science has implemented one of the two 
recommendations included in the prior audit report. The recommendation on “Incorrect 
Coding of Federal Pass Through Grants” (page 16) was not implemented. 

6. Was a management letter issued?  If so, provide a summary below, including any 
recommendations and the management responses. 

Yes, a management letter was issued and is included on page 17 of this report, along with 
management's response. 

LAFRC Audit Communications 

7. Identify any significant changes in accounting policies, any management conflicts of interest, 
any contingent liabilities, or any significant unusual transactions. 

In fiscal year 2009 North Dakota State College of Science began reporting Pell receipts as 
nonoperating rather than operating revenue in the financial statements. This was done to 
comply with GASB’s Comprehensive Implementation Guide which states that Pell grant 
receipts should be reported as nonoperating revenues because they are nonexchange 
transactions. The total amount for fiscal year 2009 was $2,122,353. 

There were no management conflicts of interest noted, no contingent liabilities identified or 
significant unusual transactions. 

8. Identify any significant accounting estimates, the process used by management to formulate 
the accounting estimates, and the basis for the auditor’s conclusions regarding the 
reasonableness of those estimates. 

The most significant accounting estimates used by North Dakota State College of Science 
include: useful lives of capital assets and allowance for uncollectible receivables.  Estimated 
useful lives are used to compute depreciation on capital assets.  Management’s estimate of 
the allowance for uncollectible receivables is based on aging categories and past history.  
We evaluated the key factors and assumptions used to develop the estimates in determining 
that they are reasonable in relation to the financial statements taken as a whole. 
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9. Identify any significant audit adjustments. 

All material adjustments we proposed for NDSCS fiscal year 2008 and fiscal year 2009 
NDUS audits were posted. In fiscal year 2008 the material adjustments were $1,509,150 to 
properly classify funds received from the oil trust fund and $1,607,780 to properly classify 
net assets. In fiscal year 2009 the material adjustment was $3,708,753 to properly restrict 
net assets. 

10. Identify any disagreements with management, whether or not resolved to the auditor’s 
satisfaction relating to a financial accounting, reporting, or auditing matter that could be 
significant to the financial statements. 

None.  

11. Identify any serious difficulties encountered in performing the audit. 

None.  

12. Identify any major issues discussed with management prior to retention. 

This is not applicable for audits conducted by the Office of the State Auditor.  

13. Identify any management consultations with other accountants about auditing and 
accounting matters. 

None.  

14. Identify any high-risk information technology systems critical to operations based on the 
auditor’s overall assessment of the importance of the system to the agency and its mission, 
or whether any exceptions identified in the six audit report questions to be addressed by the 
auditors are directly related to the operations of an information technology system. 

ConnectND Finance, Human Resource Management System (HRMS) and Student 
Administration are high-risk information technology systems critical to North Dakota State 
College of Science. 
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Audit Objectives, Scope, and Methodology 

Audit Objectives 

The objectives of this audit of North Dakota State College of Science for the biennium ended 
June 30, 2009 were to provide reliable, audited financial statements and to answer the following 
questions:  

1. What are the highest risk areas of North Dakota State College of Science’s operations 
and is internal control adequate in these areas? 

2. What are the significant and high-risk areas of legislative intent applicable to North 
Dakota State College of Science and are they in compliance with these laws? 

3. Are there areas of North Dakota State College of Science’s operations where we can 
help to improve efficiency or effectiveness? 

Audit Scope 

This audit of the North Dakota State College of Science is for the biennium ended June 30, 
2009.  We conducted this performance audit in accordance with generally accepted government 
auditing standards. Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives.  We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our audit objectives. 

North Dakota State College of Science has operations in the following locations.  Each location 
was included in the audit scope: 

 
 The main campus in Wahpeton. 
 The Skills and Technology Training Center in Fargo. 

Audit Methodology 

To meet the objectives outlined above, we:   
 

 Prepared financial statements from the fiscal year 2008 and fiscal year 2009 
Annual Financial Reports of the North Dakota University System and 
developed a discussion and analysis of the financial statements. 

 Performed detailed analytical procedures including computer assisted 
auditing techniques.  These procedures were used to identify high risk 
transactions and potential problem areas for additional testing. 

 Tested internal control and compliance with laws and regulations which 
included selecting representative samples to determine if controls were 
operating effectively and to determine if laws were being followed 
consistently.   Non-statistical sampling was used and the results were 
projected to the population when applicable. Where applicable, populations 
were stratified to ensure that particular groups within a population were 
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adequately represented in the sample, and to improve efficiency by gaining 
greater control on the composition of the sample. 

 Interviewed appropriate agency personnel. 
 Queried the ConnectND (PeopleSoft) system. Significant evidence was 

obtained from ConnectND. 
 Observed North Dakota State College of Science’s processes and 

procedures. 

In aggregate there were no significant limitations or uncertainties related to our overall 
assessment of the sufficiency and appropriateness of audit evidence.  
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 Discussion and Analysis 

The accompanying financial statements have been prepared to present North Dakota State 
College of Science’s revenues and expenses on an unclassified basis and are not intended to 
be presented in accordance with generally accepted accounting principles (GAAP).    

For the biennium ended June 30, 2009, operations of the North Dakota State College of 
Science were primarily supported by appropriations from the state’s general fund (38%), student 
tuition and fees (22%), and auxiliary enterprises (15%). This is supplemented by sales and 
services, federal grants and contracts, gifts, state and local grants and contracts, investment 
income, and insurance proceeds. 

Financial Summary 

Total net assets increased by $1.7 million (7%) over the two-year period ending June 30, 2009.  
The increase is primarily attributable to the Football and Track Stadium Renovation Project 
along with the Steamline Project. 

Operating revenues during the audit period consisted primarily of student tuition and fees, 
auxiliary enterprises, sales and services of educational departments, and federal grants and 
contracts. While nonoperating revenues included state appropriations, federal grants and 
contracts, gifts, and capital grants and gifts. Total revenues for the year ended June 30, 2009 
were $38,892,760, which was a small decrease from the $38,921,165 in total revenues for the 
year ended June 30, 2008.  

Total expenses were $37,928,501 for the year ended June 30, 2009 as compared to 
$38,162,043 for the year ended June 30, 2008. This decrease was caused by an approximate 
$1.54 million increase in salaries and wages that was offset by a $1.79 million decrease in 
operating expenses. The decrease in operating expenses was primarily due to one-time 
expenses for the Football and Track Renovation Project and the Steamline Project during the 
previous year. 

Analysis of Significant Changes in Operations 

North Dakota State College of Science had the following significant changes in operations: 

- A new purchase card program was implemented. Total purchases for fiscal year 
2008 and fiscal year 2009 totaled approximately $300,000. 

- Federal grants and contracts revenue for the Pell Grant program was recognized as 
nonoperating revenue beginning in fiscal year 2009 to comply with current 
accounting standards.  Pell revenue for fiscal year 2009 was approximately $2.1 
million. 

Analysis of Significant Variances Between Final Budgeted and Actual Expenditures 

North Dakota State College of Science did not have any significant variances for the general 
fund expenses as reflected on the statement of appropriations. 
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Financial Statements 
 

Statement of Net Assets 
 

June 30, 2009 June 30, 2008
ASSETS

Cash and cash equivalents 8,974,447$       8,980,233$       
Investments 1,006,813         905,516            
Accounts receivable, net 704,933            561,863            
Due from state general fund 296,364            94,858             
Grants and contracts receivables, net 1,386,749         576,241            
Inventories 416,548            447,683            
Notes receivable, net 2,467,367         2,568,636         
Other assets 52,340             43,554             
Capital assets, net 15,560,684       15,695,525       

Total assets 30,866,245$     29,874,109$     

LIABILITIES
Accounts payable 640,329$          629,244$          
Accrued payroll 1,530,832         1,032,886         
Deferred revenue 161,970            107,099            
Deposits 169,498            151,804            
Other liabilities 39,826             19,778             
Due to others 2,580,210         3,153,977         

Total liabilities 5,122,665$       5,094,788$       

NET ASSETS
Invested in capital assets, net of related debt 13,805,432$     13,351,944$     
Restricted for:

Expendable:
Institutional 973,649            1,130,932         
Loans 3,366,101         3,453,786         
Debt service 511,992            512,121            

Unrestricted 7,086,406         6,330,538         
Total net assets 25,743,580$     24,779,321$     
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Statement of Revenues, Expenses, and Changes in Net Assets 
 

June 30, 2009 June 30, 2008 
OPERATING REVENUES 

Student tuition and fees  $       8,327,501   $       8,507,801  
Federal grants and contracts           1,181,062            3,194,576  
State and local grants and contracts           1,058,140               689,153  
Nongovernmental grants and contracts               90,776                  2,000  
Sales and services of educational departments           2,279,314            2,473,913  
Auxiliary enterprises           5,852,429            6,134,308  
Other              120,946               127,710  

Total operating revenues  $     18,910,168   $     21,129,461  

OPERATING EXPENSES 
Salaries and wages  $     21,503,457   $     19,962,228  
Operating expenses         10,364,264          12,154,728  
Data processing              646,458               658,173  
Depreciation           1,789,122            1,833,790  
Scholarships and fellowships           1,153,276            1,044,531  
Cost of sales and services           2,354,769            2,364,568  

Total operating expenses  $     37,811,346   $     38,018,018  

Operating loss  $    (18,901,178)  $    (16,888,557) 

NONOPERATING REVENUES (EXPENSES) 
State appropriations  $     14,153,835   $     13,742,000  
Federal grants and contracts           2,122,353  
Gifts           1,217,244            1,361,361  
Investment income              359,556               425,111  
Interest on capital asset-related debt             (117,155)             (144,025) 
Gain (loss) on capital assets             (108,724)              344,193  
Insurance proceeds               21,189                10,000  
Other nonoperating revenues                 1,811                     466  

Net nonoperating revenues  $     17,650,109   $     15,739,106  

Loss before capital grants, 
gifts and transfers  $      (1,251,069)  $      (1,149,451) 

State appropriations-capital assets  $       1,286,285   $          474,859  
Capital grants and gifts              929,043            1,433,714  

Total other revenue  $       2,215,328   $       1,908,573  

Increase (decrease) in net assets  $          964,259   $          759,122  

NET ASSETS 
Net Assets-beginning of the year         24,779,321          24,020,199  

Net Assets-end of the year  $     25,743,580   $     24,779,321  
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Statement of Cash Flows 
June 30, 2009 June 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Student tuition and fees 8,327,135$         8,622,423$         
Grants and contracts 1,519,470          3,679,629          
Payments to suppliers (13,069,287)        (15,045,748)        
Payments to employees (20,967,958)        (19,861,805)        
Payments for scholarships and fellowships (1,153,276)         (1,044,531)         
Loans issued to students (553,233)            (452,589)            
Collection of loans to students 414,633             443,444             
Auxiliary enterprise charges 5,885,937          6,178,571          
Sales and service of educational departments 2,246,345          2,520,728          
Cash collected (paid) on deposits (54,451)              6,577                 
Other receipts 134,018             161,949             

Net cash used by operating activities (17,270,667)$      (14,791,352)$      

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State appropriations 13,952,329$       13,587,991$       
Grants and gifts received for other than capital purposes 3,339,597          1,361,361          
Agency fund cash (decrease) (20,114)              (40,893)              
Other nonoperating revenue 87,820               

Net cash flows provided by 17,271,812$       14,996,279$       
     noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Capital appropriations 1,286,285$         474,859$           
Capital grants and gifts received 897,051             1,509,650          
Proceeds from sale of capital assets 106,424             7,000                 
Purchases of capital assets (1,826,095)         (856,424)            
Insurance proceeds 21,189               10,000               
Principal paid on capital debt and lease (630,921)            (576,463)            
Interest paid on capital debt and lease (119,123)            (147,026)            

Net cash used by capital and (265,190)$          421,596$           
   related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Sales/maturities (purchases) of investments (101,297)$          38,521$             
Interest on investments 359,556             425,111             

Net cash provided by investing activities 258,259$           463,632$           
Net increase (decrease) in cash (5,786)                1,090,155          

CASH - BEGINNING OF YEAR 8,980,233          7,890,078          
CASH - END OF YEAR 8,974,447$         8,980,233$         

 
(Continued on next page) 
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(Continued from previous page) 
 
RECONCILIATION OF NET OPERATING REVENUES (EXPENSES) TO
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES June 30, 2009 June 30, 2008

Operating loss (18,901,178)$      (16,888,557)$      
Adjustments to reconcile net income (loss) to net cash

provided (used) by operating activities
Depreciation expense 1,789,122          1,833,790          
Other nonoperating revenues (expenses) 21,859               
Change in assets and liabilities

Accounts receivable adjusted for interest receivable (38,586)              266,325             
Grant & contract receivables (810,508)            (206,100)            
Inventories 31,135               (38,720)              
Notes receivable 101,269             21,905               
Other assets (8,787)                34,239               
Accounts payable and accrued liabilities adjusted 

for interest payable 9,088                 66,192               
Accrued payroll 489,687             65,016               
Compensated absences 45,812               35,407               
Deferred revenue 54,871               12,574               
Deposits (54,451)              6,577                 

     Net cash used by operating activities (17,270,667)$      (14,791,352)$      

SUPPLEMENTAL DISCLOSURE ON NONCASH TRANSACTIONS
Assets acquired through capital leases 11,343$             
Expenses paid by capital lease/special assessment 116,559$           
Gifts of capital assets 31,992               7,000                 

  Total non-cash transactions 43,335$             123,559$           
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Statement of Appropriations 

For The Biennium Ended June 30, 2009 

Original Final Unexpended

Expenses by line item Appropriation Adjustments Appropriation Expenses Appropriation

Operating expenses 27,740,368$      155,467$          27,895,835$      27,895,835$      

Capital assets 4,756,865          (1,700,000)$      3,056,865          3,056,865          

Capital improvements - off system

Football Stadium and Track 1,371,202         1,371,202          1,240,288          130,914$           

Parking Lot 714,000            714,000            714,000             

Robertson Hall 6,000,000          6,000,000          6,000,000          

Totals 39,211,233$      (173,331)$         39,037,902$      32,192,988$      6,844,914$        

 

Expenses by source

General fund 29,126,813$      155,467$          29,282,280$      29,282,280$      

Special fund 10,084,420        (328,798)          9,755,622          2,910,708          6,844,914$        

Totals 39,211,233$      (173,331)$         39,037,902$      32,192,988$      6,844,914$        

Appropriation Adjustments: 

Operating Expenses 
The $155,467 adjustment includes: 
 $22,000 transfer from the NDUS contingency fund for disabled student services; 
 $133,467 transfer from the NDUS Board carryover funds for grant writing position. 

Operating Expenses 
The $1,700,000 authority for the Football Stadium and Track project was transferred to the 
capital improvement off system line because the expenditures will not be abstracted through the 
state. 

Capital improvement – off system 
The $1,371,202 adjustment includes a 1,700,000 transfer from the operating expense line for 
the Football Stadium and Track project less $328,798 expenses from prior years. 
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Internal Control 

In our audit for the biennium ended June 30, 2009, we identified the following areas of North 
Dakota State College of Science’s internal control as being the highest risk: 

Internal Controls Subjected to Testing: 
 

 Controls surrounding the processing of revenues. 
 Controls surrounding the processing of expenses. 
 Controls effecting the safeguarding of assets. 
 Controls relating to compliance with legislative intent.   
 Controls surrounding the ConnectND (PeopleSoft) system. 

The criteria used to evaluate internal control is published in the publication Internal Control – 
Integrated Framework from the Committee of Sponsoring Organizations (COSO) of the 
Treadway Commission. 

We gained an understanding of internal control surrounding these areas and concluded as to 
the adequacy of their design.  We also tested the operating effectiveness of those controls we 
considered necessary based on our assessment of audit risk.  We concluded that internal 
control was not always adequate noting certain matters involving internal control and its 
operation that we consider to be significant deficiencies.   

Auditors are required to report deficiencies in internal control that are significant within the 
context of the objectives of the audit.  A deficiency in internal control exists when the design or 
operation of a control does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent or detect (1) misstatements in financial or 
performance information, (2) violations of laws and regulations, or (3) impairments of 
effectiveness or efficiency of operations, on a timely basis.  Considering both qualitative and 
quantitative factors, we identified the following finding along with the finding Prior Not 
Implemented (page 16) to be significant deficiencies. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the financial statements 
will not be prevented or detected by North Dakota State College of Science’s internal control.  
We consider the finding Prior Not Implemented (page 16) to be a material weakness. 

We also noted other matters involving internal control that we have reported to management of 
North Dakota State College of Science in a management letter dated June 11, 2010. 

Problems Noted in Consultant Contracts (Finding 09-1) 
 
In our review of consultant contracts we noted the following: 

1. 2 of the 7 contracts reviewed were for $74,244 and $77,288 in consultant fees to be paid 
to the Title III Coordinator and Activity Director for a total of $151,532 over the 2 
contracts. This amount exceeds the SBHE Policy 803.1 threshold of $100,000 for 
requiring a formal request for proposal, but no request for proposal was done.  
According to the Title III approved grant proposal the grant was expected to last 5 years  



 

North Dakota State College of Science Audit Report 14 
Biennium ended June 30, 2009 

 

with the same Coordinator and Activity Director each of the 5 years and the 
compensation was budgeted to exceed $350,000 over the grant period. Therefore, we 
believe a formal request for proposal should have been completed, or if the services 
were to be from a sole source then SBHE Policy 803.1 regarding sole source services 
should have been followed. 

2. None of the contracts required the consultant to have insurance. Since 6 of the 7 
contracts involved on campus work by the consultant an insurance clause should have 
been included according to Risk Management guidelines. 

3. 2 of the 7 contracts included significant addendums which were not reviewed by legal 
counsel, and one of the addendums appears to blur the line between the independent 
contractor/employee relationship which would have been avoided with proper legal 
review. 

 

Recommendation: 
We recommend NDSCS management take appropriate action to ensure that: 

1. All purchases of services comply with SBHE Policy 803.1 
2. All contracts for services requiring on-site visits have an appropriate insurance clause as 

stated in Risk Management’s Guidelines to Managing Contractual Risk. 
3. All contracts are reviewed by a qualified individual prior to execution in compliance with 

SBHE Policy 840. 
 

North Dakota State College of Science’s Response: 
1. NDSCS agrees with the finding that Policy 803.1 on sole source services should have 

been followed.  All future contracts will be examined by the Vice President of 
Administrative Affairs to make sure they are in compliance with SHBE policy 803.1 and 
to make sure they have been reviewed by SBHE legal counsel.   A memo regarding this 
procedural change will be sent to the management and leadership teams of NDSCS. 

2. We agree with this recommendation and all contracts for services requiring on-site visits 
will have the appropriate insurance clause(s) as stated in Risk Management’s guidelines 
as of July 1, 2010. 

3. We agree with this recommendation and all new contracts will be reviewed by a qualified 
individual prior to execution as required by SBHE Policy 840. 
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Compliance With Legislative Intent 

In our audit for the biennium ended June 30, 2009, we identified and tested North Dakota State 
College of Science's compliance with legislative intent for the following areas that we determined to 
be significant and of higher risk of noncompliance:  

 
 $1,670,420 from the permanent oil tax trust fund was used for the Steamline Project. (07 

HB 1003, chapter 3, section 10). 
 Indebtedness issued for Robertson Hall ($6,000,000 authorized) or a parking lot 

($714,000 authorized) was used only for those projects and that any unexpended funds 
were placed in a sinking fund for the retirement of the debt (07 HB 1003, chapter 3, 
section 16). 

 Proper use/approval of clearing account and petty cash/till funds (NDCC 54-06-08.1, Attorney 
General’s letter dated September 11, 1987 and Article X, Section 12, part 1 of ND constitution). 

 BND used as credit card processing depository (NDCC 54-06-08.2). 
 Deposit and expenses of gifts to a state institution (Article IX, section 1 of the North Dakota 

Constitution, Attorney General’s opinion dated September 13, 1963, NDCC 1-08-02,15-10-12, 
15-67-01, 15-67-02, 15-67-04, 15-67-05 and 15-67-07). 

 Surplus property sales, transfers, and proper use of proceeds (NDCC 54-44-04.6 parts 1, 2-5, 
and Attorney General’s memo dated April 27, 1990). 

 Budget requirements for leases paid for with appropriated funds (NDCC 54-44.1-06 part 8). 
 Fixed asset requirements including record keeping, and lease analysis requirements (NDCC 44-

04-07, 54-27-21 and 54-27-21.1). 
 Expenses including proper voucher approvals (NDCC 44-08-05.1 and Article X, Section 12, 

subpart 2 of North Dakota Constitution) and being within budgeted amounts (NDCC 54-44.1-09 
and Article X, Section 12 of North Dakota Constitution). 

 Travel-related expenses are made in accordance with state statue (NDCC 44-08-04, 44-08-04.1, 
04.2, 04.3, 04.4, 04.5 and 54-06-09). 

 Purchasing including bidding (NDCC 44-08-01, 48-01.2, 54-44.4-01, 05, 06, 54-44.7-02 and 54-
44.4-02). 

 Conflict of Interest (NDCC 12.1-13-03, 48-01.2-08 and 48-02-12). 
 Carryover of unexpended appropriations (NDCC 54-44.1-11). 
 Adequate blanket bond coverage (NDCC 26.1-21-08). 
 Unclaimed property laws (NDCC 47-30.1-02.1 and 47-30.1-03.1). 
 Nepotism (NDCC 44-04-09). 
 Bond Revenues and Reserves (NDCC 15-55-03 and 15-55-06). 
 Misapplication of entrusted property (NDCC 12.1-23-07). 

The criteria used to evaluate legislative intent are the laws as published in the North Dakota Century 
Code and the North Dakota Session Laws. 

Government Auditing Standards require auditors to report all instances of fraud and illegal acts 
unless they are inconsequential within the context of the audit objectives.  Further, auditors are 
required to report significant violations of provisions of contracts or grant agreements, and significant 
abuse that has occurred or is likely to have occurred.   

The results of our tests disclosed no instances of noncompliance that are required to be reported 
under Government Auditing Standards.  Thus, we concluded there was compliance with the 
legislative intent identified above. 
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Prior Recommendations Not Implemented 

Of the two prior recommendations, the following was not implemented: 
 
Incorrect Coding of Federal Pass Through Grants (Prior Not Implemented) 

Recommendation: 

We recommend NDSCS management take appropriate action to ensure that grant 
revenues are properly coded. 

Status: 

$326,308 of federal grant revenue was incorrectly recorded as state and local grant 
revenue. 

North Dakota State College of Science’s Response: 

NDSCS agrees with the recommendation and will monitor grant coding to ensure that it 
is correct. 
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IMPROPER CODING AND SUPPORT FOR ONLINE ENTRIES (ONL’s) 
 
Our testing of 32 ONL’s disclosed improvement was needed for three items, as follows: 

1. Journal ID 609816 for $2,400 was coded to account 591105, Repair Supplies Non-
capitalized, instead of account 551025, Printer Equipment under $5,000. 

2. Journal ID 659565 for $1,600 of administrative allowance on a state grant was entered 
based on a verbal understanding, rather than a written agreement from the grantor.  The 
grantor subsequently confirmed that a 5% administrative allowance was permitted. 

3. Journal ID FAMISMAY09 for $60,164.15 did not agree to the job billing summary.  The 
difference was $46.38. 

 
Informal Recommendation 09-1:  We recommend that NDSCS management exercise more care 
when reviewing ONL’s prior to approval in order to ensure that coding and support are proper 
and adequate. 
 
North Dakota State College of Science Response: 
 
NDSCS agrees with the recommendation and will take greater care when reviewing ONL’s to 
ensure that only ONL’s with proper support and coding are approved. 
 
 

INADEQUATE PURCHASE CARD CONTROLS 
 
During our test of purchase cards we noted the following: 

1. 6 of 10 purchase card records did not receive proper approval 
2. 3 of 10 test items were for sales tax (which was later credited in each case) 
3. 1 of 10 items was coded as printing expense when it was a hotel stay 
4. 1 of our test items was sales tax for a meal. The purchase card should not be used 

for meals, as meal reimbursement should be requested through a travel voucher. 
 
Informal Recommendation 09-2:  We recommend that NDSCS management ensure that: 

1. Appropriate policies and procedures are in place for the purchase card program. 
2. Purchase card policies and procedures are communicated to all purchase card 

users. 
3. Purchase card use complies with policies and procedures. 

 
North Dakota State College of Science Response: 
 
NDSCS agrees with the recommendation and will review the policies and procedures currently 
in use. Changes will be made to address the items found to be deficient. Purchase card policies 
and procedures will be communicated to all purchase card users and purchase card use will be 
monitored for compliance with all applicable policies and procedures. 
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You may obtain audit reports on the internet at: 
 

www.nd.gov/auditor/  
 

or by contacting the  
Division of State Audit 

 
Office of the State Auditor 

600 East Boulevard Avenue – Department 117 
Bismarck, ND  58505-0060 

 
(701) 328-2241 
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