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January 31, 2020 
 
 
To:  Joint Committee on Appropriations 
 
From:  Marty Guindon, Auditor General 
 
Subject: FY2021 budget request for the Department of Legislative Audit 
 
This memorandum provides a summary of the budget request for the Department of 
Legislative Audit (DLA) for FY2021 using the guidelines provided in the December 20, 
2019 memorandum from the Chairs of the Joint Committee on Appropriations.    
 

Overview of Legislative Audit 

 
Mission and Services 
 

DLA’s mission is to enhance the accountability of State and local governments.  DLA 
looks to fulfill its mission by providing services that are designed to improve State and 
local governments' internal control over financial management; financial reporting, and 
compliance with laws and regulations. 
 

DLA provides assurance and technical assistance services to South Dakota’s State and 
local governments. In addition, DLA provides services to the Legislature by staffing the 
Government Operations and Audit Committee (GOAC) and providing information and 
analysis as requested. 
 
A brief description of DLA’s services follows: 

 
Assurance Services: 
 
Assurance services provided by DLA include financial and compliance audits and 
attestation engagements for State and local governments; internal control 
reviews of small municipalities and special purpose reports on fraud 
engagements and other engagements as requested by the governments DLA 
serves.  DLA provides a link on its website where anyone can report instances of 
fraud, noncompliance or abuse. A report can be filed at this link: 
http://legislativeaudit.sd.gov/fraud.aspx 
 
 
These services provide assurance to citizens and financial statement users 
regarding the reliability of a government’s financial reports, the condition of its 

http://legislativeaudit.sd.gov/fraud.aspx
http://legislativeaudit.sd.gov/fraud.aspx
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internal control system and its compliance with laws and regulations.  In addition, 
these services provide recommendations for improvement to those charged with 
governance and government managers. 
 
Assurance services are provided by two State Government Audit Managers, one 
Local Government Audit Manager, an Information Systems Audit Manager and 
30 auditors located in Pierre and various localities around the State.  

 
Accounting and Technical Assistance Services: 

 

These services are designed to help State and local government governing 
boards and finance and accounting personnel understand their responsibilities 
and provide training to develop and maintain their ability to perform those 
responsibilities. 
 
DLA prepares and maintains accounting manuals for counties, municipalities and 
school districts as well as annual financial reporting forms for various 
governments.  In addition, DLA provides training and assistance to these 
governments on accounting and financial reporting. 
 
DLA’s assistance services also include the review and approval of over 350 
governmental and nonprofit audits done each year by the independent public 
accounting firms licensed by the State. 
 
State government assistance services are provided by the State Government 
Audit Managers and the audit staff.  Local government assistance services are 
provided by a full-time Director of Local Government Assistance located in Sioux 
Falls, the Local Government Audit Manager located in Brookings and by each of 
the audit staff located around the state that perform local government audits. 

 
Legislative Services: 

 
DLA’s services to the Legislature include staffing the GOAC committee and 
responding to requests for service from individual legislators and other legislative 
committees during the legislative session and the interim.  One of DLA’s State 
Government Audit Managers has specific responsibility for staffing the GOAC 
committee.  The annual Blue Book provided to the Joint Committee on 
Appropriations is an example of the other services provided to the Legislature.    
 
Additionally, DLA has a good working relationship with the Legislative Research 
Council (LRC) and we respond to requests from LRC staff throughout the year.   
 

FY2020 Appropriation Changes 
 
DLA has no requests for increases or decreases in the FY2020 supplemental 
appropriations bill.  DLA may make a transfer of up to $20,000 from personal services to 
operating expenses just for the current budget year (not a base transfer) to make 
building security and conference room upgrades.   
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FY2021 Budget Request 
 

Funding Sources  
 
DLA is funded entirely by an annual appropriation from the General Fund.  However, 
through billings for assurance services, DLA collected from other State government 
funds and units of local government approximately $1.5 million dollars for the General 
Fund in FY2019.  In addition, approximately $500,000 was memo billed to the State’s 
Accounting and Payroll Fund which is then recovered from various funds of the State 
through interagency billings.  
 

Changes from FY2020 
 
DLA’s budget request like the LRC’s is first reviewed and approved by the Executive 
Board during the summer of each year before it is submitted to the Bureau of Finance 
and Management as part of the Governor’s budget process.  The following narrative will 
explain requested increases for FY2021 and address differences between the budget 
request approved by the Executive Board and the Governor’s recommended budget as 
applicable. 
 

 
Operating Expenses (LRC briefing document page 18) 
 
The Executive Board approved, and the Governor recommended requested 
increases for electronic working paper software maintenance ($900) and CPA 
examination review materials ($1,200). 
 
The Executive Board approved, but the Governor did not recommend a 
requested increase ($4,404) for BIT and risk management interagency billings.   
 

Salaries and Benefits (LRC briefing document page 19) 

 

The Executive Board approved an increase of $161,040 in salary and benefits for 
DLA employee compensation.  The Governor recommended part ($49,146) of 
this requested increase.  There were four components to the requested increase 
for salary and benefits.  Additional details regarding these components follows.  
 
Component 1.  When I spoke to the Executive Board in June and August of 
2019, I talked about the affect the 0% pay package years have had on 
Legislative Audit’s compensation competitiveness.  A key component of our 
compensation plan includes an annual increase of up to 3.75% for staff when 
they have reached our career Auditor III classification.  This annual increase is to 
recognize the value added by the increased knowledge, skills and experience 
(KSE) as an auditor progresses with Legislative Audit.  In the 0% pay package 
years, not only was there no across the board increase for staff, but there also 
was no funding for the up to 3.75% annual KSE increase.  For five of the ten 
years from FY10 through FY19 no funding was authorized for the KSE increase 
for staff.  The effect on staff members’ salaries varies depending on where a 
person is in their tenure with Legislative Audit.  I computed the net effect on the 
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salaries of current staff members and found that the lost compensation ranged 
from 3.75% to 11% percent over the FY10 to FY19 period. 
 
In addition, I researched auditing and accounting salaries using various online 
resources and inquiries of a few South Dakota CPA firms.  From this research I 
found that our salaries at the entry level are reasonably competitive, but that our 
career (Auditor III) salaries are lower than the market.  Thus, as I did last year, I 
asked for additional salary dollars to increase salaries for those audit staff that 
were affected by those years for which our up to 3.75% annual increase were not 
made.  An increase in salary dollars of $47,380 was requested for this purpose.  
The Executive Board approved this request, but the Governor did not 
recommend this component. 
 
Component 2. Additional salary dollars were also requested to fund the annual 
up to 3.75% movement for increased knowledge, skills and experience for 
eligible employees for the FY2021 year. As mentioned previously, I believe this 
annual adjustment is critical in maintaining our salary competitiveness and 
ensuring that we retain experienced senior staff to address upcoming retirements 
of members of the management team and senior audit staff.  An increase in 
salary dollars of $50,980 was requested for this purpose.  The Executive Board 
approved this request, but the Governor did not recommend this component. 
 
Component 3. The salary budget for Legislative Audit is zero based each year 
and consequently an increase of $37,716 was requested to fund increases in 
salaries associated with promotions, salary progression for Auditor Is, longevity 
and certification pay.  The Executive Board approved, and the Governor 
recommended this component.    
 
Component 4. An increase in employee benefits of $24,964 associated with 
components 1 thru 3 was requested.  The Executive Board approved this 
increase.  The Governor recommended only $11,440 associated with component 
3. 
 
I believe the requested increases in compensation previously described are 
needed to enable DLA to help recruit new auditors and retain current senior staff 
so that we can continue to provide high quality services.  Thus, I respectfully ask 
that the Committee consider reinstating components 1 and 2 and related benefits 
to the DLA budget request for FY2021. 
 

Other Items Requested in the Chairs’ Memorandum 
 
Workforce Matters 
 
 Workforce makeup 
 

DLA is authorized 40 FTE for FY2020, and no change is requested for FY2021.  
All positions are intended to be full-time benefitted positions.  We currently have 
two retired auditors who are working part-time with no benefits to help us provide 
services until we can fill our open full-time positions.  These retirees have 
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extensive knowledge, skills and experience, and we appreciate their service in 
this part-time temporary capacity. 
 
DLA has no positions that are currently vacant due to a lack of funding.  
Additionally, no services are being contracted for as a result of the open 
positions.   

 
Unused FTE 
 
For FY2018 and FY2019, DLA had 5.6 and 5.1 unused FTE respectively.  This 
was not by intent.  We are always actively seeking to fill all open positions and 
want to keep them filled.  Some of the salary and benefits salvage from these 
unused FTE has been used to address one-time operating expense needs, but 
for the most part the funds have reverted.   
 
Turnover and open positions 
 
Over the last two and one-half years, we had nine auditors leave DLA.  Three 
were retirements and one was a career change; however, the other five were lost 
to the private sector for $10 to 20 thousand dollars more than their annual 
compensation at DLA. 
 
DLA currently has four open Auditor I positions.  It continues to be difficult to 
recruit people for the Pierre location.  We have had open positions posted for 
more than a year and the number and quality of applicants for Pierre is 
discouraging.  We are having more and better applicants for positions we have 
open in Aberdeen and Rapid City.  It is important to note that we continue to 
make excellent additions to the staff, thus the issue is not quality, it is the 
difficulty in competing in an environment of limited supply.  
 
Retirement eligible employees 

 
The Auditor General, three of the five DLA managers and directors and three 
senior audit staff members are currently eligible for retirement. I plan to retire in 
June of 2020.  At the current time, the other retirement eligible employees have 
indicated they will be working at least through FY2021. 
 

Long-range plan for the next 3 to 5 years   
 

Since I will be retiring, I will not be directing DLA in the upcoming years.  However, I 
believe that DLA’s current mission, statutory responsibilities and the related services we 
provide remain relevant and of great value to the Legislature, governments and 
taxpayers of South Dakota.  DLA will need to continue to adapt to changes in 
professional standards, technology and the governments we serve and consequently I 
believe the biggest challenge will continue to be recruiting and retaining a highly 
qualified team of professionals to provide services. 
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List of federal and other funds sources used by the agency 
 
There are no federal or other fund sources authorized for DLA; however, as previously 
mentioned, DLA does bill State agencies for assurance services that are paid by State 
agencies from federal and other funds.  Those payments are deposited into the State’s 
General Fund.   
 

List of memberships or fees paid by DLA 
 
DLA organizational memberships include the following: 
 

National Association of State Auditors, Comptrollers and Treasurers 
($4,500) 

 
This membership allows us to participate in the organization’s peer review 
program and provides us technical assistance and access to conferences 
and continuing professional education events.  Professional auditing 
standards require that DLA undergo a peer review every three years. 
 

Government Finance Officers Association ($160) 
 

This membership provides us technical update materials and discounts 
on continuing education and technical reference publications. 

 
DLA also pays for memberships for individual staff members when they are required to 
maintain professional certifications.  Elective memberships to professional organizations 
are the responsibility of staff members.  The memberships paid for individuals include: 
 

South Dakota Board of Accountancy (9 staff members at $50 - $450 total) 
 

This is the fee required by the Board of Accountancy for individuals to 
maintain active Certified Public Accountant (CPA) certificates. 
 

Association of Certified Fraud Examiners (3 staff members - $645 total) 
  

This membership is required to maintain the Certified Fraud Examiner 
(CFE) certification. 
 

Information Systems Audit and Control Association (1 staff member - $180) 
 

This membership is required to maintain the Certified Information 
Systems Auditor (CISA) certification. 

 


