
      

February 14, 2014 

To 

From: 

Joint Committee on Appropriations 

Marty Guindon, Auditor General 

427 SOUTH CHAPELLE 
C/0 500 EAST CAPITOL 
PIERRE SD 67601 -6070 

(606) 773-3695 
FAX(606J773-6464 

MARTIN L. GU/NOON , CPA 
AUDITOR GENERAL 

Subject: FY2015 budget request for the Department of Leg islative Audit 

As requested in your letter of December 11 , 2013, I am providing a written summary of 
the Department of Legislative Aud it (DLA) FY2015 budget request and answers to your 
supplemental questions 

FY2015 Budget Request Summary 

Background 

Each year the budget for DLA is prepared using guidelines issued by the Bureau of 
Finance and Management (BFM), reviewed with the Governor's office at a hearing in 
September and presented as a component of the Governor's recommended budget in 
December_ 

However, since the Executive Board of the Leg is lative Research Council is statutorily 
responsible for directing the activities of DLA (SDCL 4-2-8), there is an interim step 
involved in the approval of DLA's annual budget. This step involves a review and 
approval of the DLA budget at the August meeting of the Executive Board , in advance of 
the September hearing with the Governor's office. 

Thus , I will begin with the version of the budget approved by the Executive Board and 
then explain changes in the budget recommended by Governor Daugaard . 

FY2015 Executive Board Approved Budget 

Additional Funds for Employee Compensation 

By way of background, SDCL 4-2-4 provides that the Executive Board shall set the 
salary of the Auditor General. SDCL 4-2-6 provides that the Auditor General shall, 
subject to the limits of existing appropriations, set the salaries of Leg islative Audit staff 
within policy gu ide lines established by the Executive Board. 

These statutes are important and help provide for the independence of DLA from the 
executive branch of government. This organizational independence is necessary for 
DLA to comply with the auditing standards used by DLA in conducting its audits_ 
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For FY15, I requested and the Executive Board approved $20,796 of additional personal 
services dollars to fund the movement to midpoint component of the DLA compensation 
program. This provides sufficient funds for movement to midpoint adjustments for 
eligible employees of 2.5% for all position classifications except the Auditor Ill 
classification which is 3.75%. Auditor Ill classification is DLA's career grade and a 
3.75% annual midpoint adjustment allows an Auditor 111 to reach midpoint within seven 
years of entering the classification . DLA has only provided adjustments to midpoint 
when the executive branch has received a PACE job worth adjustment component as 
part of salary policy. 

FY2015 Budget as Recommended by Governor Daugaard 

Over the past several months , we have been working with the Bureau of Finance and 
Management on a plan to issue an audited Comprehensive Annual Financial Report 
(CAFR) for the State of South Dakota by December 31s1 each year The Governor's 
budget includes an additional three FTE and $172,275 to enable DLA to begin staffing 
up to accomplish this goal. The Governor's budget also includes an additional $7,595 
for funding the DLA compensation program and $35 to cover internal service rate 
increases charged by the bureaus. 

Answers to Jo;nt Appropriations Committee Supplemental Questions - FY2015 

1. What activities will your agency eliminate, initiate or significantly change? 
If the Legislature approves the Governor's plan to speed up the issuance of the 
CAFR and provides DLA three additional FTE, we will use those FTE as fol lows 
a. During September through December each year the additional FTE will help 

us deal with the workload compression that will occur with the earlier 
issuance of the CAFR. 

b. During the rest of the year, we will use the resources provided by the 
additional FTE to conduct internal control and compliance reviews of smaller 
state agencies, programs and universities that receive minimal coverage as 
part of the annual audit of the CAFR This is something we have desired to 
do for many years, but have just not had the resources to do so. 

2. What initiatives for improving efficiency of operations are planned in FY15? 
We are currently evaluating electronic working paper software systems with the 
intention of implementing such a system in 2014. We believe th is will reduce our 
document printing and management costs, improve the efficiency of the review of 
audit working papers and reduce the time required to conduct audits. 

3. What are the standards of performance or metrics by which you j udge the success 
and efficiencies of your agency's outcomes? 

1. With regard to efficiency, we adopt a detailed time budget for each of our 
audit engagements and employees record their time daily at the same level 
as the engagement budget. Thus , we are able to monitor the productivity of 
each auditor and compare engagements with each other and year over year. 

2. Our quality control system includes multiple levels of review of both our 
working papers and our audit reports to ensure compliance with generally 
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accepted auditing standards and consistency and quality of our reports We 
have a peer review of our quality control system done by an outside team 
from other state audit organizations every three years. Our most recent peer 
review (201 1) resulted in an unqualified opinion with no letter of comments 
which is as good as it gets for a peer review. 

3. We ask our auditees to complete a survey at the completion of each audit 
engagement which asks them to tell us what we have done well and also 
what we can improve These surveys provide valuable feedback and allow 
us to continuously improve our organization. 

4. With regard to outcomes, we review the findings of our audits and those 
issued by the independent public accountants looking for areas of risk. We 
then adapt our audit procedures accordingly to improve our ability to detect 
problems. We also use this information to focus our training and assistance 
services to help the governments improve their ability to prevent problems. 

4. What funds from FY14 are planned to be applied to FY15 activities? Are these 
amounts in addition to amounts contained in the Governor's FY15 budget? 

None 
5. What are your plans regarding amending the FY14 General Bill? 

None, however we plan to use salary salvage from a retirement and an unfilled 
position to modernize our website and purchase electronic working paper 
software. 

6. What programs and services offered by your agency have been, or will be affected 
by federal budget reductions due to the Budget Control Act of 2011 or other actions 
by the federal government? Were General Funds and/or Other Funds used to 
support the continuation of these programs or services? 

There will be no impact on our services. 
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