MINUTES OF THE
COLONIAL PINE HILLS SANITARY DISTRICT
August 18, 2026

The Board of Trustees of the Colonial Pine Hills Sanitary District met on August 18, 2026 at the
CPHSD Office Building. President Mills called the meeting to order at 7:00 PM. Trustees
present included Edward Mills, President; Don Nolting, Vice President; Doug Feterl, Trustee;
Bill Klinakis, Trustee; and Peter Rausch, Trustee. A quorum was present. Present also was Jim
Martin, Manager; Steve Burgad, Maintenance; and Mike Riker, Operator. Also present was
Nick Michaels, Auditor with Ketel, Thorstenson LLC.

AGENDA:

Nolting made motion, with second from Feterl, to approve tonight’s agenda as written.
With no further discussion the motion passed with a unanimous voice vote.

AUDIT REVIEW (CY2024 & CY2025)

Nick Michaels, Auditor with the firm of Ketel, Thorstenson, LLC presented the findings
of the audit for the calendar years of 2024 and 2025. He presented two reports (Communication
with those charged with Governance, dated December 31, 2025 and Financial Statements and
Independent Auditor’s Report, dated December 31, 2025 and December 31. 2024). The first
report stated the accounting practices used by the auditors, the audit risks (revenue recognition,
management override of controls and misappropriation of cash), Difficulties encounter in
performing the audit, corrected and uncorrected misstatements, disagreements with management,
management representations, management consultations with other independent accountants, and
other audit findings or issues. There were no findings of significance in any of these categories.
He then presented the adjusted journal entries needed to update our files. These are required
because the District operates as a cash system during the year, but the auditors operate as an
accrued system. In daily practice we pay wages the first business day of January for hours
worked in December of the previous years. The auditor has to adjust this and other expenses and
revenues recorded in one month but earned in another.

The second report listed the statements of net position at the end of each year compared
with previous years. Our assets and cash flow show a positive trend and debt is decreasing. The
audit did not find any concerns with our financial situation. They did find two material
weaknesses in internal control and one significant deficiency in internal control. Each of these is
a report of past audits and care caused by the smallness of our employee staff. The first concerns
the preparation of financial statements for the audit report. The auditor, as a matter of
practicality and efficiency, assisted the District in drafting the financial statements in both form
and content, based on information provided by management during the audit. The
recommendation here is that management should review the financial statements for accuracy of
account balances and the context of note disclosures. These have been reviewed by management
prior to audit release. The second material weakness is a lack of segregation of duties. The
District has a general lack of segregation of duties due to the limited number of staff.
Specifically, there are too many items to check to have multiple staff doing the checks. This is
not uncommon in an organization of this size. To reduce the possible concerns with fraud and
embezzlement, the Manager presents to the Board each month the complete financial statements,
check details, bank statement and bank reconciliation report for their oversight. The last item, a
significant deficiency in internal control, concerns audit adjustments. This specifically included



providing the auditor with adjusting entries for recording accrued payroll accounts payable and
receivables and sales in the correct period. Capital asset accounts and depreciation are also
adjusted. Basically, the District provides the information to the auditor and the auditor puts into
a report form for making the adjusting entries rather than the District doing the complete job.
This is done basically because of the advanced knowledge of the accounting realm compared to
the staff of the District. The corrective action plan is that the District maintains its records on a
cash basis throughout the year for budgetary comparison reasons. The District reviews the year-
end adjustments provided by the auditors and posts the entries into the general ledger. This
ensures accuracy for the records. One additional note of recommendation. The auditor found
that at the end of 2025 there was about $100,000 in the credit union was above the insurance
limits of the FDIC and suggested that we move that money into another bank or at lease into a
certificate of deposit to ensure our insurance. Martin will establish another CD for this money.

The Auditor was pleased with the audit results and congratulated the staff of the District for a job
well done. Klinakis made motion, seconded by Rausch, to approved the audit report. The
motion passed by unanimous voice vote.

MINUTES:

Nolting made motion to approve the minutes of the July 21, 2026 as written. A second
was given by Klinakis. The motion passed with a unanimous voice vote.

FINANCIAL REPORT:

Mills asked if there were questions or comments concerning the financial report. There
were none and Martin had nothing to add. There being no further questions or comments,
Klinakis made motion, seconded by Feterl, to approve the financial report. It passed by
unanimous voice vote.

MANAGER’S REPORT:

Martin reported the Western Dakota Regional Water System will have its annual meeting
in Deadwood on October 21% and all members are invited. There is a free luncheon provided.
This organization is developing a project to deliver Missouri River water to the Black Hills
region.

During routine fire hydrant maintenance, Steve found a hydrant that is not draining
properly. He tried flushing of that hydrant, but still did not drain. He has contacted a person
certified to repair hydrants to help with this. But in the flushing, he did find there is an amount
of dirty water that was stirred up. We have decided to return to flushing all of our hydrants at
least annually beginning in the fall.

Martin received a letter from DGR Engineering, dated August 5™, stating that the
Ponderosa Park subdivision just to the west of us is currently undertaking a comprehensive water
system study under the requirements noted by SDDANR. As part of the study, one of the
required evaluations is to consider regionalization and assess the feasibility of obtaining water
service from a neighboring water system. They are inquiring whether we would be willing to
sell them bulk water and/or assuming ownership and operation their water system. Both of these
actions will require us to consider what their system currently has (water usage, cost, etc.) before



we can plug any of that into our system to determine if we have the resources available for
expansion. After some time of internal questions and discussions, it was determined that Martin
will make contact with DGR Engineering to get a detailed fact sheet concerning Ponderosa Park,
as well as answer questions from them about us.

With no further discussion Nolting made a motion, seconded by Rausch, to accept the Manager’s
report. The motion passed by unanimous voice vote.

OPERATOR’S REPORT:

Riker reported production levels and sampling/testing results. He reported the static
levels of water above the pumps has stabilized since our last meeting. The small amount of rain
has helped. He also mentioned he has changed some parameters in the SCADA system to keep
the tank water level more consistent so that the pumps do not have to work as hard. This should
result in the pumps running more often but for less runtime per run period. He mentioned an
electrical spike on Tuesday, August 11, causing one of the storage tank’s pressure transducers to
fail. He installed a new transducer on Wednesday, bringing the system back to normal along
with some other tweaking. There being no questions or comments, Nolting made motion,
seconded by Feterl, to approve the Operator’s report as written. The motion passed by
unanimous voice vote.

OLD BUSINESS:

1. Falcon Crest II. With the guidance of Legal Counsel, the District is going to mail a
letter to the developer and engineering group concerning the status of our preliminary
agreement of August 2, 2024. That agreement assumed the project was going to
move forward expeditiously. Two years later there has been no movement at all.
With the cost of equipment, materials, labor, etc., the District may have to amend its
cost estimates within the agreement. This letter will ask the principles as to their
intent and give them until March 30, 2027 to respond to our inquiry.

2. Current Water Availability and Capacity: The Board has asked the engineering
team of Foth to do an estimate of the cost and scope associated with performing a
complete survey of the District’s water availability and its ability to expand its current
boundaries. This request of Foth is only to provide a cost estimate to the Board for
performing the survey, not a survey itself. A survey of scope was done in 2001 by
CETEC Engineering but over time is now obsolete.

NEW BUSINESS

1. There was no new business.



OTHER BUSINESS:
1. Comments from the Audience and/or Members of the Board of Trustees:
There were no comments received.
2. Executive Session (if required):
At 8:00 pm, Mills reminded the Board we will again on September 15, 2026 at 7:00 PM and

asked for a motion to adjourn. Rausch made a motion to adjourn, seconded by Klinakis. The
meeting was adjourned.

Respectfully submitted,
Jim Martin, Manager/Clerk



