
      

February 6, 2013 

To 

From: 

Joint Committee on Appropriations 

Marty Guindon, Auditor General 

427 SOUTH CHAPELLE 
C/0 500 EAST CAPITOL 
PIERRE SD 57501-5070 

(605) 773-3595 
FAX (605) 773-6454 

MARTIN L. GUINDON. CPA 
AUDITOR GENERAL 

Subject FY2014 budget req uest for the Department of Leg islative Audit 

As requested in your letter of December 19, 2012, I am providing a brief written 
summary of the Department of Legislative Audit (DLA) FY2014 budget request and 
answers to your supplemental questions 

FY2014 Budget Request Summary 

Background 

Each year the budget for DLA is prepared using guidelines issued by the Bureau of 
Finance and Management (B FM), 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 Legislat ive 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 wi ll begin with the version of the budget approved by the Executive Board and 
then explain changes in the budget recommended by Governor Daugaard 

FY2014 Executive Board Approved Budget 

Additional Funds to Restore Two FTE 

The FY2014 request restores two FTE to DLA that were cut to meet the 10% budget 
reduction required as part of the FY2012 budget process The two FTE cut at that time 
included a state government auditor and our Director of External Audits position that was 
responsible for reviewing and approving the audits of local governments done by the 
independent public accounting firms. 

We would add one FTE back for audit ing state government. As I l1ave previously 
reported to the Appropriations Committee, South Dakota is not meeting the federal 
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requirement to submit its statewide Single Audit with in nine months after the close of the 
fiscal year For FY2011 , we were one of only six states to file its Single Audit beyond 
the nine month deadline. Add ing one FTE back to our state government audit effort 
wou ld give us a chance to bring the State back into compliance over the next couple of 
years if we can maintain ful l staffing 

One addit ional FTE would be added to the local government audit effort. Since we cut 
the FTE for the Director of External Aud its for FY2012, the Auditor General with the 
assistance of the local government audit manager and other local government audit staff 
has been fi lling this role. Adding an FTE back to the local government audit effort would 
provide us additional resources for reviewing external audits and conducting audits of 
local governments. 

Amounts added to the budget request associated with the two additional FTE include 

Salaries and Benefits 
Travel 
Contractual Services 
Capital Assets-Computers 
Total 

$109,530 
$ 8,824 
$ 4,417 
$ 2,848 

2.5.,.6.19 

Additional Funds for Employee Compensation and Contractual Services 

An additional $30,642 in personal services dollars are requested to al low funding of the 
DLA compensation program as approved by the Executive Board. Tl1e Executive Board 
reviews and approves DLA's implementation of annual salary policy at its June meeting 
each year 

We had one of our long-time local government audit staff members leave us. Because 
of her location, we did not provide her with a cell phone. We based her replacement in 
Pierre and are providing that person with a cell phone and an ai r card for internet 
access. As a result, we asked for an increase of $2,366 in contractual services in part to 
pay for this ce ll phone and air card and in part to bring our budget for this subobject in 
line with our historical actual spending 

FY2014 Budget as Recommended by Governor Daugaard 

The Governor's recommended budget includes funds requested for the DLA 
compensation program and nearly all of the funds requested for the two additional FTE. 
The Governor removed the $2,848 requested for purchasing computers for the 
additiona l FTE as he believed the computers could be purchased using FY2013 year 
end funds. 

The Governor's budget also removed $1,7 11 in contractual services re lated to the 
communication costs described above as they fe lt the rebasing of the expenditure object 
was not a new item of expense and the existing budget could continue to cover this 
expense. 

Answers to Joint Appropriations Committee Supplemental Questions - FY2014 

1. What current activities are you going to stop doing? 
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None 
2. What activities are you going to change? How? If you have significantly redirected 

resources, please explain. 
None 

3 What new activities are you going to initiate? 
None 

4. What initiatives for improving efficiency of operations are planned in FY14? 
No specific initiatives, we operate with a philosophy of continuous improvement 

5. What are the standards of performance or metrics by which you judge 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 
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 (2011) resulted in an unqualified opin ion 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 

6. What funds from FY13 are planned to be applied to FY14 activities? Are these 
amounts in addition to amounts contained in the Governor's FY14 budget? 

None 
7. What are your plans regarding amending the FY13 General Bill? 

None 
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