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Brief Description: Strengthening legislative oversight of government programs.

Sponsors: By House Committee on Appropriations (originally sponsored by
Representatives Backlund, Huff, Foreman, B. Thomas, Smith, Horn, Hymes,
Honeyford, Fuhrman, Lambert, Thompson and McMahan).

House Committee on Government Operations
House Committee on Appropriations
Senate Committee on Ways & Means

Background: The Legislative Budget Committee (LBC) is composed of eight
members of the Senate and eight members of the House of Representatives. No more
than four members from each house may be from the same political party. The
members appoint the chair, vice chair, and other officers of the committee.

The LBC is authorized to conduct examinations and make reports concerning the
efficiency and effectiveness of state government, to make management surveys and
program reviews of state agencies, and to perform other studies. The LBC is also
authorized to make management surveys and program reviews of school districts and
other units of local government receiving state funds. The LBC may establish a
biennial work plan that identifies state agency programs for which formal evaluation
appears necessary as part of the program evaluation process.

The LBC hires the Legislative Auditor to act as the executive director of the
committee and sets the Legislative Auditor’s salary. The LBC hires and sets the
salary for the other staff.

The Legislative Auditor is responsible for making recommendations to the LBC
concerning revenues and expenditures of the state, as well as the organization and
functions of the state; assisting the standing committees in considering legislation
affecting state agencies and their efficiency; providing information to the Legislature
under the direction of the LBC; and maintaining a record of all worked performed
under the direction of the LBC by the Legislative Auditor.

The State Auditor is authorized to conduct performance verifications when expressly
authorized by the Legislature in the operating budget. The State Auditor may allocate
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no more than de minimus resources to performance audits except when expressly
authorized in the operating budget.

During the 1996 legislative session, the Legislature authorized the creation of the
Legislative Committee on Performance Review to conduct performance reviews of
state agencies and programs.

Summary:

Joint Legislative Audit and Review Committee

The Legislative Budget Committee is renamed the Joint Legislative Audit and Review
Committee. The joint committee is still composed of eight members from the Senate
and eight members from the House of Representatives. The members of the joint
committee form an executive committee consisting of one member from each of the
four caucuses, including a chair and a vice-chair for terms not to exceed two years.
The chair and vice-chair must be from different political parties. These two positions
must alternate between members of the House and the Senate.

The executive committee is responsible for performing administrative and personnel
duties assigned by the joint committee. The joint committee may delegate other
duties to the executive committee. The executive committee recommends applicants
for the position of Legislative Auditor to the membership of the joint committee. A
majority vote of the joint committee’s membership is necessary to hire the Legislative
Auditor. The executive committee sets the Legislative Auditor’s salary.

The Legislative Auditor hires the staff after consulting with and obtaining the
approval of the executive committee. The Legislative Auditor sets the salaries of the
staff with the approval of the executive committee.

The joint committee is required to develop and approve a performance audit work
plan for the subsequent 16 to 24 months during the regular session of each odd-
numbered year, beginning with 1997. Performance audits may be conducted on state
agencies or on units of local government receiving state funds. A performance audit
conducted on a unit of local government is limited to whether the local government is
using the state funds for their intended purpose in an efficient and effective manner.

The joint committee must also develop internal tracking procedures that will allow the
Legislature to measure the effectiveness of performance audits conducted by the joint
committee. The internal tracking procedures must measure, where appropriate, cost-
savings and increases in the effectiveness and efficiencies in how state agencies
deliver their services. In agencies and programs where effective systems for
performance measurement already exist, the measurements incorporated into those
systems must be the basis for performance audits conducted.
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Subject to the joint committee’s approval, the office of the joint committee must
undergo a quality control review at least once every three years by an independent
organization that has experience in conducting performance audits. The quality
control review must include an evaluation of the quality of the audits conducted by the
joint committee, an assessment of the audit procedures used, and an assessment of the
qualifications of the staff to conduct performance audits.

Role of the Legislative Auditor

The Legislative Auditor’s duties include establishing and managing the Office of the
Joint Legislative Audit and Review Committee and ensuring that all audits are
performed in accordance with the government auditing standards prescribed by the
Comptroller General.

The Legislative Auditor is required to work closely with the standing committees of
the Legislature when conducting performance audits. The Legislative Auditor may
consult with the State Auditor, the Director of Financial Management, and the
appropriate legislative committees when developing the performance audit work plan
for the joint committee. Among the factors to be considered in the development of
the work plan is whether a follow-up audit would help ensure that previously
identified recommendations for improvements were being implemented.

The Legislative Auditor is required to contract with and consult with public and
private independent professional and technical experts as necessary when conducting
performance audits, and should involve front-line employees and internal auditors to
the highest possible degree.

Items Included as Part of a Performance Audit

A performance audit is defined as an objective and systematic assessment of an
activity performed by a state agency or a unit of local government receiving state
funds, by an independent evaluator in order to help improve efficiency, effectiveness,
and accountability. A performance audit includes economy and efficiency audits and
program audits.

Performance audits may also include, subject to the requirements of the annual
performance audit work plan of the joint committee, an examination of the costs and
benefits of agency programs, functions, and activities; identification of viable
alternatives for reducing costs or improving service delivery; identification of gaps
and overlaps in service delivery and recommendations for corrective action; and
comparison with other states whose agencies perform similar functions.
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When conducting a performance audit, the Legislative Auditor may review the costs
of programs recently implemented by the Legislature to compare actual agency costs
with appropriations and the cost estimates contained in fiscal notes.

Performance Audit Process

When the Legislative Auditor completes a performance audit, the Legislative Auditor
must transmit the preliminary audit report to the affected state agency or local
government and the Office of Financial Management for comment. The agency or
local government and the Office of Financial Management have 30 days to respond.
Any response of the agency or local government or the Office of Financial
Management is incorporated into the final performance audit report. The Legislative
Auditor must also submit the preliminary performance audit report to the joint
committee for its review, comments, and recommendations. Any comments or
recommendations by the joint committee are included as a separate addendum to the
final performance audit report. After the joint committee adopts the final
performance audit report, it is transmitted to the affected agency or local government,
the Director of Financial Management, and the leadership and appropriate standing
committees of the House and Senate. The results of the final performance audit
report must be published and the report made available to the public.

Within nine months after the final performance audit report has been transmitted to
the appropriate standing committees, the joint committee in consultation with the
standing committees may produce a preliminary compliance report. This report is
based upon the agency’s or local government’s compliance with the recommendations
contained in the final performance audit report. The agency or local government may
attach its comments to the joint committee’s preliminary compliance report as a
separate addendum.

Within three months after the issuance of the preliminary compliance report, the joint
committee may hold at least one public hearing in which public testimony is received
regarding the findings and recommendations contained in the preliminary compliance
report. The joint committee must issue a final compliance report within four weeks
after the public hearings. The final compliance report is issued in the same manner
as a final performance audit. The results of the final compliance report must be
published and the report made available to the public.

The detailed estimates provided by agencies to the Governor for the purpose of
developing budget proposals must include consideration of performance audit findings
made by the Legislative Auditor.

The performance audit revolving fund is created in the state treasury. The Legislative
Auditor must assess agencies all or a portion of the cost of the performance audits;
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moneys in the fund may be spent only after appropriation. The costs of performance
audits may also be paid from appropriations.

Role of the State Auditor

The State Auditor may conduct performance audits when expressly authorized by the
operating budget or the performance audit work plan of the joint committee. The
results of any performance audit conducted by the State Auditor at the request of the
joint committee must be transmitted only to the joint committee.

Performance Reviews

The Legislative Committee on Performance Reviews may consider alternatives to
service delivery, compliance with legislative intent, and results achieved in a program
when conducting a performance review.

Partial Veto Summary: The Governor vetoed the section that created the
performance audit revolving fund, and a section that provided the Legislative
Auditor with access to agency records and information. Also vetoed was a section
that required agencies to consider performance audit findings when submitting
estimates to the Governor for purposes of developing budget proposals.

Votes on Final Passage:

House 66 31
Senate 48 0 (Senate amended)
House (House refused to concur)
Senate 45 2 (Senate amended)
House 98 0 (House concurred)

Effective: June 6, 1996
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