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SUMMARY

The State Auditor is the elected, independent auditor

of the state. The Auditor’s mission is to help ensure to
Utah's citizenry, legislature, government officials, and 6,000,000
other flnanaal.lpformatlor'l users the financial integrity 5,000,000 p— —
and accountability of Utah's state and local 4,000,000
governments. The Auditor's purpose is accomplished
by providing independent and innovative audits and

investigations, and by monitoring and advising Utah's
state and local governments. This has helped Utah to 1,000,000
be recognized as having financially strong and well- - . ,
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The State Auditor directs and has ultimate Fiscal Year
responsibility for both the Auditing and Local
Government Divisions within his office. The Auditor Figure 2: State Auditor - FTE History
reviews and signs all audit reports; works on

significant audit, accounting, and legislative fiscal s -
issues; and performs various other duties related to 400

the office. 350
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The State Auditor line item is comprised of three 250
20.0

programs: Administration, Auditing, and State and 150

Local Government. 100
5.0
1. The Administration program consists of 00

funding for the personnel services and other costs
of the State Auditor, an administrative assistant, Fiscal Year
and other office administrative staff. General costs
not attributable to other specific programs are also
charged to the Administration program.
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Figure 3: State Auditor - FY 2011 Funding Mix

2. The Auditing Program is primarily responsible
for performing financial and compliance audits of
state agencies, departments, colleges and
universities, and quasi-state agencies on a regular
basis. The program is responsible to audit the
state's entity-wide Comprehensive Annual
Financial Report. The Auditing Program also
performs the federally mandated "single audit."
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3. The Local Government Program has the
responsibility to ensure uniform accounting,
budgeting, and financial reporting of the state's
local governments.
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ISSUES AND RECOMMENDATIONS

Budget History

The State Auditor’s Office is funded by the General Fund and Dedicated Credits (for charges related to the
single audit, local government audits, and other specially requested audits that can be charged back to the
agency). The following table provides a history of the Auditor’s ongoing General Fund appropriations:

FY 1996: $2,268,800

FY 1997: $2,356,200 +3.9%

FY 1998: $2,429,000 +3.1%

FY 1999: $2,526,900 +4.0%

FY 2000: $2,617,600 +3.6%

FY 2001: $2,717,200 +3.8%

FY 2002: $2,845,200 +4.7%

FY 2003: $2,888,200 +1.5%

FY 2004: $2,699,900 -6.5%

FY 2005: $2,795,800 +3.6%

FY 2006: $2,958,300 +5.8%

FY 2007: $3,265,000 +10.4% (Compensation package, particularly OPEB rate)
FY 2008: $3,680,100 +12.7% ($168,000 for performance auditors; Compensation package)
FY 2009: $3,468,800  -5.7% (+$133,000 1-time)

FY 2010: $3,234,000 -6.8% (+$427,100 1-time)

With the exception of the added funding for performance auditors in FY 2008, the Auditor’s Office has not
received building blocks for items other than the annual compensation package and internal service fund
rate impacts. The Auditor has had to absorb workload increases (including growth in federal funds, the
overall state budget, restricted funds, agencies, and accounting regulations) without a building block
specifically for growth. This is a similar position to the Division of Finance.

Intent Language

The Analyst recommends the following intent language to make the State Auditor’s FY 2010 unexpended
appropriations nonlapsing at the end of FY 2010:

Under section 63]-1-603 of the Utah Code, the Legislature intends that appropriations
provided for the State Auditor in Item 5 of Chapter 396 Laws of Utah 2009 not lapse at the close
of Fiscal Year 2010.

Audit of Federal Stimulus Funds

The state’s federal stimulus (ARRA) funds must be audited in order for the state to get and keep the
funding. The Auditor’s Office will conduct the audits and will bill the actual cost of performing these
additional audits to the applicable state departments. These agencies will, in turn, bill the cost to their
federal funding sources (ARRA grants). The exact cost is difficult to predict with precision, but it is
expected to increase the cost of the Single Audit by 25-30%. The Analyst recommends the Legislature
appropriate an additional $265,000 from Dedicated Credits to the State Auditor’s Office in FY 2011.

Performance Measures
The following measures indicate the performance of the State Auditor’s Office:
1. Percentage of required audits completed: 100% for at least the past five years.

2. Percentage of time the audit report is distributed for the statewide financial audit within six months
of fiscal year end, and for the compliance audit within nine months of fiscal year end: 100% for at

least the past five years.
I EE———————————————————————————————————————————
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3. Receiving an Unqualified Opinion on external peer review performed every three years: 100% since
1979.

4. Trend in percentage of Hotline calls/investigations completed within six months of complaint: 33%
in 2004; 86% in 2008; 71% in 2009 due to reprioritization after budget cuts.

5. Percentage of CPA firm work papers reviewed in the last three-year cycle: 45% in 2009, down from
100% in previous two three-year cycles due to reprioritization after budget cuts.

6. Percentage of time all local governments’ audited Financial Statements and Budgets are reviewed
and necessary findings are issued: 100% for the past 20 years.

7. Trend in State Auditor’s costs compared to overall state expenditures:

State Auditor's Budget as % of State Budget
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The budgets and financial statements of most counties, municipalities, and school districts can be found on
the State Auditor’s website at http://sao.utah.gov/lIgReports.html.

BUDGET DETAIL

During the September 2008 Special Session, the Legislature eliminated the funding for the performance
auditors building block appropriated in FY 2008. Further ongoing cuts in FY 2010 were temporarily
mitigated by $427,100 in one-time funds.

LEGISLATIVE ACTION

The Executive Appropriations Committee adopted FY 2011 General and Education Fund revenue estimates
that are 98% of the original FY 2010 ongoing appropriations. The FY 2011 base budget bills (S.B. 1 and
H.B. 1) reduce appropriations for all line items and programs proportionately to match revenues.
However, the Executive Appropriations Committee allocated 95% of original FY 2010 ongoing
appropriations to each subcommittee and directed the subcommittees to compile a list of options equal to
a 5% ongoing cut. The Executive Appropriations Committee will use these options to make final
adjustments to the FY 2011 budget. The Analyst recommends the following alternative for budget changes
in the State Auditor line item to help accomplish the subcommittee's 5% target:

e Reduce or eliminate local government division: $161,700. The State and Local Government
program has an FY 2010 appropriation of $546,600, of which $534,300 is from the General Fund.
The Auditor has already reprioritized approximately half of these funds to state auditing. This
proposed reduction could impact the program to such a degree that the Auditor’s Office has stated it
may eliminate the program and reprioritize remaining resources to state audits. However, doing so
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would cause the Auditor’s Office to be in noncompliance with several statutes. The reduction would
most likely be taken in personnel services, as 95% of the Auditor’s budget is personnel. The
reduction of $161,700 is 5% of the Auditor’s FY 2010 ongoing General Fund appropriation.

BUDGET DETAIL TABLE

Sources of Finance
General Fund
General Fund, One-time
Dedicated Credits Revenue
Transfers - Other Agencies
Beginning Nonlapsing
Closing Nonlapsing

Total

Programs

Administration

Auditing

State and Local Government
Total

Categories of Expenditure
Personnel Services
In-state Travel
Out-of-state Travel
Current Expense
DP Current Expense
DP Capital Outlay
Transfers
Total

Other Data
Budgeted FTE
Vehicles

State Auditor

FY 2009 FY 2010 FY 2010 FY 2011*

Actual Appropriated Changes Revised Changes Base Budget
3,468,800 3,234,000 0 3,234,000 (64,700) 3,169,300
133,000 427,100 0 427,100 (427,100) 0
1,339,200 1,335,800 3,400 1,339,200 265,000 1,604,200
0 0 124,500 124,500 (14,200) 110,300
250,600 0 95,800 95,800 154,200 250,000
(95,800) 0 (250,000) (250,000) 250,000 0
$5,095,800 $4,996,900 ($26,300) $4,970,600 $163,200 $5,133,800
415,000 387,800 0 387,800 (7,800) 380,000
4,097,000 4,062,500 (29,000) 4,033,500 181,700 4,215,200
583,800 546,600 2,700 549,300 (10,700) 538,600
$5,095,800 $4,996,900 ($26,300) $4,970,600 $163,200 $5,133,800
4,836,800 4,766,200 (306,300) 4,459,900 302,300 4,762,200
13,200 18,600 (5,400) 13,200 0 13,200
20,100 13,600 6,500 20,100 0 20,100
181,100 123,900 184,400 308,300 (117,100) 191,200
44,600 64,600 (20,000) 44,600 64,200 108,800
0 10,000 (10,000) 0 0 0
0 0 124,500 124,500 (86,200) 38,300
$5,095,800 $4,996,900 ($26,300) $4,970,600 $163,200 $5,133,800
41.3 45.0 (3.9) 41.1 4.1 45.2
3.0 3.0 0.0 3.0 0.0 3.0

*Does not include amounts in excess of subcommittee's state fund allocation that may be recommended by the Fiscal Analyst.

SUMMARY OF RECOMMENDATIONS

The Analyst recommends the Legislature:

1. Adopt the base budget shown in the budget detail table.

2. Approve the intent language on page 2.

3. Consider how to prioritize the 5% General Fund budget reduction item on pages 3-4.
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