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Dear Regent Docking: 

The purpose of this letter is to respond to the management review of Fort Hays State University by 
BKD, LLP. We appreciate the very professional manner in which BKD's accounting team conducted 

the recent review of Fort Hays State University and its affiliated entities. Even though this process 
was interrupted by a major snow storm and the holidays, BKD completed its task in a timely manner. 
The University and its affiliated entities were not surprised that this process resulted in "no 
identification of inappropriate disbursements." We appreciate greatly the observations, 
recommendations, and suggestions, and in many instances, remedies to the findings are already 
underway. We were especially pleased by the fact that, in general, the documentation provided for 

all transactions was judged to be good or excellent. 

The following represents Fort Hays State University's response to all of the recommendations 

contained in the BKD Management Review and Audit: 

Recommendation # 1: The University seek reimbursement for the double payment of approximately 
$200. (page 6) 

FHSU Response: The University will be reimbursed by the individual who received the duplicate 

payment within 30 days. 

Recommendation # 2: That the University review the arrangement with the Kansas Calvary and 
consider the potential risks associated with holding this credit card. The review should also 

determine whether or not the University should continue with this arrangement as it is unrelated to 
the University or its operations. (page 6) 

FHSU Response: Kansas Cavalry is associated with the Kansas Department of Commerce. The funds 
must be deposited to the University account prior to use of the credit card, and the risk of loss to the 
University is minimal. Therefore the University will continue its relationship with the Kansas Cavalry 
as per its request. Past use of the card has been minimal. 
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Recommendation # 15: It is recommended that all transactions between the Alumni, 
Foundation, Athletics, Sternberg and the University be formalized with regard to structure, 
accountability and transparency. It is further recommended that the University and its affiliated 
corporations consider implementing formal, documented approval processes to insure that all 
transactions are appropriately vetted prior to being recorded. And finally it is recommended 
that the legal structure of Athletics, the Alumni Association and Sternberg be reviewed for 
appropriateness. (pages 13-14) 

FHSU Response: The University will consider all the recommendations listed above while 
determining the best structure for all the affiliates. Affiliation agreements will be developed for 
those that continue their 501 c(3) status while other affiliates may be merged with the 
University. The University agrees that more structure, accountability and transparency are 
necessary for all transactions, processes and agreements between it and its affiliates. December 
31,2010, is the planned date of completion of the review and implementation of changes. 

Recommendation #16: It is recommended the University follow the Conflict of Interest Policy as 
it is written, which requires an annual reporting form to be completed. (page 14) 

FHSU Response: The University believes its current practices are in compliance with the 
University's and Board of Regent's Conflict of Interest Policies, but it will consider the 
recommendation to require an annual reporting form be completed. 

Recommendation #17: It is recommended the Foundation's Conflict of Interest Policy be 
expanded to include all employees, as well as consider additional language relating to conflicts 
oftime. (page 14) 

FHSU Foundation Response: The FHSU Foundation will implement the change by July 1, 2010. 

Recommendation # 18: It is recommended that the Alumni Association, Sternberg, and Athletic 
Corporation consider implementing a formalized Conflict of Interest Policy that is approved by 
its Board of Directors. (page 14) 

FHSU Response: Because most employees of the three affiliates mentioned are paid by the 
University, they currently must adhere to the conflict of interest policy of the University. 
FHSU Affiliate Response: Each employee who is not subject to the University's conflict of 
interest policy will be required to fill out a conflict of interest form similar to the University's 
form. 

Recommendation # 19: It is recommended that the University consider identifying the 
percentage of the Alumni Association's Executive Director's time spent for the benefit of the 
Alumni Association and cause the Alumni Association to compensate her as appropriate. It is 
also recommended that the Director's contract recognize the division of time between the 
University and the Alumni Association, similar to the process used for coaches. (page 14) 

FHSU Response: The University does not agree that the Executive Director is a "fractional 
employee" as the employment contract is with the University and the salary is paid by the 



University. In addition, annual performance reviews for the Executive Director are completed 
and presented by the President of the University. As part of the review of affiliated entities 
discussed in the University's response to recommendation 15, however, the University will 
consider the recommendations listed above. 

Sincerely, 

Edward H. Hammond Midi . Barnett 
President Vice President for Administration and Finance 


