OFFICE OF AUDITOR OF STATE

STATE OF IOWA
Rob Sand

State Capitol Building Auditor of State

Des Moines, Towa-50319-0004
Telephone (5£5) 281-5834  Facsimite{515)281-6518

7 State Auditor’s Funding Reform Proposal
(Updated with Agency-Specific Figures)

How is the Auditor of State Funded? Our appropriation is about 10% of our budget. The rest of our budget
is generated by collecting statutory fees and billing for the work we perform. However, under Iowa Code
11.5B, we are only allowed to bill for certain state agencies’ audits. And, our appropriation does not cover the
other state agencies’ audit costs for which we are not allowed to bill.

What are We Proposing? We should bill all state agencies equally for audit work. We do not believe this
will change how much money goes annually into audits—at least not at first. That is because we would
receive our funding by billing state departments and agencies for those formerly unbillable audits, but they
would pay those bills from their own appropriations. Overall, it will reduce costs for agencies currently billed
while creating new costs for the agencies that are currently unbilled.

Why Should We Make that Change?

1. It will treat all state departments and agencies equally.

2. It will ensure audit effort is focused where it is needed rather than where it is billable.

3. It will provide every entity with a financial incentive tomanage their spending and compliance, to
keep costs down for themselves (and thus taxpayers). :

4. Tt will reduce the State Auditor’s complicated staff scheduling, improving efficiency.

5. It will reduce the risk of adverse federal dollar audit findings.

What Contrels Remain on AQS?

1. It is hard to make the argument that we want to limit accountability and improvement. And, there is
already no limit on our work, yet we do an appropriate amount.

2. We would accept a hard FTE cap with no zipper clause. It would allow the legislature on an annual
basis to ensure we are not doing too much. Because most major audits last more than a year, if a large
audit comes up, we should be able to increase the cap without too much of alimitation,

3. In addition, AOS has proposed having our billing rates set through Administrative Rule.

This would allow both the legislature and the Governor’s office to have oversight of the billing
rates through the administrative rule committee.

What will be the effect on state agency budgets? We estimate we will reduce our hourly billing rate for
state agencies by 15%. The numbers on the following spreadsheet are rough estimates. They will change
depending on AOS expenses and agency audit needs (as they do now every year for billable agencies).
As the spreadsheet shows, the State is estimated to see a positive financial benefit from this change.
Any appropriation allocated to the State Auditor will help further reduce the hourly billing rate for all state
agencies as well as government subdivisions that hire the State Auditor.
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11.5A Audit or examination — costs.
. When requested by the auditor of state, the department of management
shall transfer from any unapproprlated funds in the state treasury an
amount not exceeding the expenses and prorated salary costs. already
dpald to perform audits or examinations of state departments and
agencies, the offices of the judicial branch, and federal financial
assistance as defined in theé federal Single Audit 2Act, 31 U.S.C.
§7501, et seq., received by all other departments—as—tisted in
- seetten 11-58—for which payments by agencies have qnot been made. Upon
payment by the departments, ‘the auditor of state shall credit the
.payments to the state treasury. 87 Acts, ch 234, '§422: 98 Acts, <h
1047, §9; 2011 Acts, ch 75, §7; 2012 Acts, ch 1021, §5 '

11.58B Repayment of audit expenses by state departments and agencies:
{1) The auditor of state shall be -reimbursed by & the department or

"agency for performing all audits or examinations of the fellewing
state departments or agencies, or funds received by a department .oxr

agency.-
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1I.5C Legislative request for auditor review — reimbursement:

1. The auditor of state, at the request of a member of the general
assembly, may review the records covering the receipt and expenditure
‘of state or federal finds by a state department to determine if the
recelpt and expenditure of those funds by the department is consistent
"with the laws, rules, regulations,  and contractual agreements

governing those funds. ]
1istad

2. FE-thestate department that 4s the subicet-sf the roview 15 listed
irsectien—33-58, the The state department.shall reimburse the auditor

cf state for the cost of the review and any subsequent assistance
prov1ded by the anditor of state :



NEW SUBSECTION ‘

31.5D Billing Rates for State Aud_'l.tors -

The auditor of state shall annually adopt rTules 'in accordance

s with chapter 172 to establlsh the hourly billing rate at- \Jh.'LCh
audlt services are performed by state auditors as descrlbed in
-section 11.31. Any-change in the billing rates is su_bject to .
approval by the Admlnlstratlve Rules Cormmttee descrlbed in Towa

Code 17A.8. S ' ™ o



