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To the Members of the Legislative Research Council

GENTLEMEN: I take pleasure in forwarding to you the repo
of the Legislative Research Council titled Legislative Post Audit.

This document represents the culmination of an effort firs
proposed to the Council membership almost three years ago by th
undersigned. Your interest in and support of this undertaking ha
provided another instance wherein the Council and Bureau hav
enhanced their effectiveness as service arms of the General Court.

Dr. Walter T. Greaney, Jr., a temporary consultant engaged b
the Bureau, was responsible for the preparation of this report. D
Greaney is Chairman of the Department of Taxation and Financ
at the Boston College School of Management.

Sincerely yours

DANIEL M. O’SULLIVAN,
'Director, Legislative Research Bureau

LETTER OF TRANSMITTAL TO THE
LEGISLATIVE RESEARCH COUNCIL



HOUSE - No. 6056 [Aug.4

Transmittal Letter
Summary of Report

3
6

16
The Need for Legislative Audit 16
Present Status of Auditor’s Office in Massachusetts 18

Chapter 11. The Concept of the Post Audit 21
Development of Auditing 22
Types of Post Audit 23
Performance Post Audits 24
Scope of Legislative Performance Post Audits 26
Auditing Standards and Staff Reports 28
Federal Influence 31

Chapter 111, State and Federal Practices
Selection of Auditors ....

States With Legislative Auditors

33
33

35
Connecticut
Michigan

36
36

California
New York
Hawaii

37

38
40

Illinois 40
Colorado
Florida

41
42

Wisconsin
Maryland
Louisiana
Montana
Texas

42
43
44
44
44
45Alabama

Alaska 45
46Arizona

Arkansas
Georgia
Idaho

46
46

46
Kentucky
Maine

47
47

CONTENTS

PAGE

Chapter I. Introduction



19711 HOUSE - No. 6056 5

Mississippi 47
Nevada 48
New Hampshire 48
New Jersey 48
Oklahoma 48
Rhode Island 49
South Dakota 49
Tennessee 49
Virginia 49
West Virginia 50

Judicial Review 50
Other Developments 51
Activities of the General Accounting Office 54

Chapter FV. Performance Post Audits and Program Budgets ... 55
General Considerations 55
Program Budgets 56
Legislative Influence 60
Intergovernmental Personnel Act of 1970 62

Chapter V. A Legislative Auditor for Massachusetts 62
Constitutional and Related Developments 62
Legislative Committee 63
Appointment of Legislative Auditor and Staff 63
Powers of legislative Auditor 65
Auditor’s Independence 66
Reports of Legislative Auditor 66



HOUSE - No. 6056 [Aug,6

Based on information available, the Legislative and Executive
branches of the fifty states determine the allocation and applica-
tion of the financial resources of the states. Generally, the factual
data provided to the Executive branch has been better and more
complete than that available to the Legislature for such decision-
making.

During the past 20 years, Legislatures have become more aware
of their need for adequate information. At the same time, they
have recognized that this assistance should be provided by an
entity that is directly supporting the Legislature. At the federal
level, the Congress has had the aid of the General Accounting
Office since 1921.

The Legislative Auditor system is a typical means for the provi-
sion of financial information to the Legislature. At a minimum, he
performs post audits of expenditures. However, the scope of the
post audit varies among the states; in some, he conducts perfor-
mance post audits.

Prior to 1855, the Massachusetts Constitution made no provision
for the office of State Auditor. The office was created by statute
in 1849, and in 1855 the 17th Amendment made it subject to
annual popular election. In 1918, the 64th Amendment placed the
election on a biennial basis, and in 1964, the 82nd Amendment
extended the term of office to four years.

From 1849 to 1922, the State Auditor was the chief fiscal
officer of the Commonwealth. In 1922, the Legislature created the

Commontoealtfj of
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Comptroller’s Bureau which took over many of the activities of the
Auditor. Since that time, the latter’s sole activity relates to the
conduct of financial post audits of the activities of the Common-
wealth, including districts and authorities and the Income Tax
Division as provided in the General Laws, Chapter 11, Section 12.

The State Auditor and the Comptroller are both chiefly con-
cerned with control of public expenditures at the state level. They
do not determine the consistency of executive expenditure deci-
sions with legislative appropriations. Moreover, they are not respon-
sible to the Legislature. The State Auditor reports to the public
and the Comptroller to the Chief Executive.

Organization-wise the State Auditor’s Office is divided into two
divisions: (1) the Division of State Audits, and (2) the Division of
Authority Audits. The latter was established in 1967. During fiscal
1969, 294 audits were conducted, including 14 new audits.

Since neither the Constitution nor statutes vest performance post-
audit responsibilities with the elected State Auditor, there appears
to be no legal impediment to the establishment of the Legislative
Auditor system in Massachusetts.

Auditing has its roots in antiquity. Thereafter, its development
can be traced through the Roman Empire, the Italian City States
and Great Britain and, then, to the United States prior to 1900. In
this country, early auditing techniques were based on British prac-
tices and experiences. Since 1920, the developments have been in
response to internal needs, particularly those of private, profit-
seeking businesses. Today, financial audits are still of primary
importance. However, the Auditor is increasingly concerned with
problems of program evaluation and management review.

The more common type of governmental post audit embraces a
review of finanacial activities to determine whether they have been
made in conformity with law. In its broadest terms, post audit
discloses whether expenditures have been made in conformity with
legislative intent and if the performances of programs and their

The Concept of the Post Audit

Development of Auditing

Types of Post Audit
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administrators have been as adequate as anticipated. This broadly
applied audit is most often termed a performance post audit. It has
also been called a “program audit” and an “operational audit.”
Differences in scope between them are slight. Their audit objective
is the same.

Post auditing is not a new concept. In government, State Audi-
tors, who usually are elected but in some states are appointed by a
Governor, have been making such audits for many years in most
states. Generally they produce fiscal audits only. However, in the
last 20 years many State Legislatures have established their own
service units to conduct post audits. In those states, the post audit
varies widely in scope, with but a few jurisdictions engaged in
performance auditing.

In those states that have legislative performance post audits,
adjustments in scope and application are constantly being made as
information and experience are accumulated. In the view of many
practitioners, the theoretical fonnat in Hawaii is the most ad-
vanced. However, its legislative audit has been operative for only
four years and caution must be used in evaluating and projecting
the results of this short-term experience.

tins Standards and Staff Reports

legislative performance post audit to be meaningful, it
•e relevant to the agency that is being audited. The standards

audit must adequately and equitably measure the function
eency and the activities of its administrators. It is not easy

to construct useful standards, especially for the determination of
the social cost-social benefit aspect of a program.

The professional staff of the office of a Legislative Auditor
typically includes a proportionately large number of accountants.
However, only a few of them are C.P.A.s. In the future, as
performance post auditing becomes more sophisticated the profes-
sional staff will need personnel with expertise in other disciplines
such as economics and systems analysis.

npling techniques are widely used at the present time. How-
ver in the future they will undoubtedly become the initial step in
ire application of the procedures of the performance post audit as

it continues to evolve and place greater reliance on approved
internal auditing procedures conducted by an agency itself.



HOUSE - No. 605619711 9

An audit report should take into account the needs of those to
whom it is directed. It should be properly focused. Major matters
should be covered fully and not obscured by extensive treatment
of minor issues. Prior reports should be examined to check on an
agency’s response to earlier recommendations of the Legislative
Auditor. Of course, an agency should be given the opportunity to
respond to a current report before it is issued in order to explain
its position and viewpoint. This is best done when the report is in
draft form.

The grant and reimbursement programs of the federal govern-
ment have accelerated the use of performance post audits by the
states. To stimulate the introduction of this process, the federal
government accepts state audits of federal programs in lieu of
federal audits when the state audit agency is applying an accept-
able performance post audit procedure. In addition, it will reim-
burse states for their expenses incurred in conducting these audits.
This federal influence is most clearly observed in the administra-
tion of the federal highway program.

The methods for selecting an Auditor are (1) popular election,
(2) appointment by the Governor, (3) appointment by the entire
Legislature, and (4) appointment by a legislative committee.

Popular election has its drawbacks as the electorate cannot
determine the professional competency of candidates for the posi-
tion. Furthermore, the elected Auditor may restrict the scope of
his examinations so as not to offend the administration with which
he is politically allied. This shortcoming becomes all the more
pronounced when the Auditor is appointed by the Governor.

The latter two approaches focus the selection on the needs of
the Legislature. This does not mean that the Legislative Auditor
gives up his professional independence. His competence is his
safeguard from becoming a “rubber stamp.”

Federal Influence

State and Federal Practices

Selection of Auditors



HOUSE - No. 6056 [Aug.10

At the present time, 31 states have Legislative Auditors and
there is some movement in this direction in three others. Their
duties and powers are not uniform. Some are broadly set up but
most are not.

Selection. Among the 31 states, Legislative Auditors are not
selected in a uniform manner. In 18 states, the decision is made by
a legislative committee. In 11 states, it is made by the entire
Legislature. The Director of the Department of Fiscal Services with
the approval of the President of the Senate and tire Speaker of the
House appoints the Legislative Auditor in Maryland. In Illinois, the
Auditor General is appointed by the Governor with the advice and
consent of the Senate.

Term of Office. In 15 states the Legislative Auditor serves at the
pleasure of the appointing authority. In 14 other jurisdictions, he
serves for a specified term of years which ranges from a high of
eight years (three states) to a low of two years (three states) and a
unique situation of one year in a single state. In Arkansas and New
Hampshire, the Legislative Auditor can only be removed for cause.

Qualifications. In seven states the Legislative Auditor must be
both a C.P.A. and possess additional qualifications in regard to
experience and education. The California requirements are the
most demanding. In addition to the C.P.A., he must be licensed hi
the state and have at least seven years of experience in government
accounting as an executive in charge of a staff of at least 20
accountants.

Statutory provisions in nine states require the Legislative
Auditor to be a C.P.A. In four states, other qualifications are
prescribed. They are mainly a bachelor’s degree in accounting
and/or training and experience. No qualifications are specified in
eleven states.

Duties. In 17 states, the Legislative Auditor is responsible only
for the audit function. In 14 states, he has additional duties, such
as membership on various boards and commissions.

The Auditor conducts post audits at the state level only in 20
states. In 11 states, the post audit goes beyond the state level and
includes one or more of the sublevels of government (counties,
cities, special districts, school districts).

States With Legislative Auditors
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Scope of Audit. Performance post audits of varying degrees of
sophistication have been initiated by Legislative Auditors in nine
states. The most advanced are in Michigan, California and Hawaii.
In 22 states, the Auditor conducts financial post audits. However,
in this group of statutes of three states, Montana, New Hampshire
and New Jersey, require performance post audits. Also, the states
of Maryland and Louisiana are currently moving in this direction.

Certified Public Accountants. In three states, the professional
staff of the Legislative Auditor includes more than ten C.P.A.s.
Florida leads with 40. Four states have between six and ten.
Ranges of one to five C.P.A.s are found in 16 states. Five staffs
have not recruited any C.P.A.s.

The states of New York, Idaho and Mississippi have been omit-
ted from the above enumeration inasmuch as their operations are
new and they are in the process of assembling a staff.

Size of Professional Staff. In six states, the professional staff of
the Legislative Auditor totals more than 81 persons; the state of
Florida has the largest complement (100). Other leaders are Vir-
ginia (85) and Texas (84). Two states have between 61 and 80 and
three between 41 and 60 professionals. Seven states are in the
range of 21 to 40. Ten states have between one and 20 with such
qualifications. Excluded from this listing are the States of New
York, Idaho and Mississippi.

Size of Clerical Staffs. The Legislative Auditor in Florida has a
clerical staff of 30 persons. The next largest staffs are in five states
with between 11 and 15 individuals. Five jurisdictions have be-
tween six and ten; sixteen states between one and five.

New York, Idaho and Mississippi are not included for the reason
as already stated above. Rhode Island is omitted because it uses
outside C.P.A.s and their staffs.

New Mexico is the only state where a statute creating a Legis-
lative Auditor has been found unconstitutional. The State Supreme
Court did not declare that the concept of the Legislative Auditor
was per se unconstitutional. It based its decision on the content of
the statute which the Court concluded proposed a constitutional
change without resorting to the prescribed constitutional process.

Judicial Review and Other Developments
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In an obiter dicta, the Court noted that it was aware of the
advantages of a Legislature having its own post audit agency.

In Kansas, the Legislative Council has supported the creation of
a Legislative Auditor system. Its initial proposed legislation died in
committee in 1970, presumably because the Legislature chose to
await voter action in 1970 on a proposed constitutional amend-
ment which, among other provisions, eliminated the State Auditor.
The constitutional amendment was approved and the Council has
submitted its Legislative Auditor bill for consideration in 1971
session.

Finally, the legislative audit system is being considered in the |
States of Pennsylvania and Ohio.

Although the head of the General Accounting Office (GAO), the
Comptroller General, is appointed by the President for a fifteen
year term of office, the General Accounting Office is a legislative
agency and reports to the Congress. It conducts performance post
audits and is primarily concerned with the executive agencies that
are of most interest to the Congress and its members. It provides
reports for Congress, Congressional Committees and members of
Congress. In fiscal 1969, the GAO conducted a total of 1,956
audits and reviews.

In fiscal 1969, more than 88% of its operating budget of $59.9 £
million went for salaries and personnel costs. The staff totaled
4,544 and included 2,663 persons on the professional accounting
and auditing staff. The total number of C.P.A.s was 454.

The GAO aids the executive department and agencies in main-
taining adequate management procedures. It seeks to stimulate
their use of sophisticated performance post audits (planning-
programming-budgeting systems) by accepting effective internal
auditing systems in lieu of making its own post audits.

Performance Post Audits and Program Budgets

If a Legislative Auditor is to conduct an in-depth performance
post audit of the activities of the Executive Department, it is w
necessary that the executive budget be presented in the format of

Activities of the General Accounting Office

Program Budgets
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a program budget, rather than through the line-item budget. How-
ever, in some states, both types may have to be presented in order
to provide greater detail for purposes of comparison.

A program budget aims at presenting a function as an entity,
which is not possible under a line-item budget. The program
budget aims at providing evaluations of specific programs to deter-
mine if they are accomplishing their objectives. Thereafter, its goal
is to facilitate decisions about the continuation, adjustment and
possible elimination of programs.

The program budget is a management process. It is intended to
assist administrators of programs on the executive level. It makes
them responsible for developing standards for the efficient opera-
tion of their activities. This is not impractical for they are closest
to the activity and presumably the most knowledgeable about it.
The Legislature becomes part of such a procedure when it has its
own agency to carry out a performance post audit. As a practical
matter, the Legislative Auditor will evaluate the standards devel-
oped by the administrators within the context of his knowledge of
the needs of the Legislature before he accepts them.

Just as a program budget unifies the parts of an activity on the
exeuctive side, its advantage to the Legislature lies in the elimina-
tion of multiple appropriations for this unified activity. However,
the worth of the activity should be determined by its anticipated
results and not solely on the value of the assets it requires.

The federal government has pioneered the use of a program
budget. In its financial aid programs to the states it emphasizes its
preference for state use of program budgets and performance post
audits. This influence undoubtedly explains why in 1969 23 states
were setting up program budgets and sixteen other states had plans
on this score. Concomitantly, more states will move into legislative
performance post auditing.

No great outcry has developed against the program budget. The
major problems are a shortage of trained personnel and individual
reluctance to accept the change. However, solutions thereto have
emerged as more and more experience is being developed and made
known among practitioners.

The program budget offers a new approach for the management
of government activities. It is based on a clear presentation of
objectives and measurements of performance in the attainment of
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the objectives. In its essence, a program budget is a planning tool
that aids in the allocation of government funds to existing and
newly accepted activities.

The Legislature can influence the format of a program budget if
it makes known its views about the activities for which it is
making appropriations. Such statements of intent are also necessary
for the guidance of a Legislative Auditor in conducting a perfor-
mance post audit.

Neither the Legislature nor the Legislative Auditor should im-
pinge on the jurisdiction of the Executive Department. In con-
ducting his audits the Legislative Auditor should not impose his
views on the heads of departments. He is not a policy maker.

Among the states in the legislative audit movement, most vest
the supervision thereof in a separate committee, commonly called
the Joint Legislative Audit Committee. The Committee’s primary
responsibility is to draft the guidelines for the operation of the
Office of the Legislative Auditor and to select the Legislative
Auditor in accordance with statutory criteria, if such criteria are
specified.

The Legislative Audit Committee receives the reports of the
Legislative Auditor. After reviewing them, it is customary for the
Audit Committee to report to the Legislature,

The Legislative Auditor’s authority should be set forth in the
statute. However, he should be permitted to determine the manner
and means by which he will implement this authority, based on his
professional integrity and ability. The Legislative Auditor should
have the power to recruit personnel for his office subject to the
statutory provisions and the regulations of the Audit Committee.

An effective legislative post audit requires that the Auditor be
empowered to examine all books, records, and documents of every
state agency together with their financial transactions. The power
of subpoena should also be considered. The suggestion that it
might be used can be helpful to the Legislative Auditor when
legitimate information is being withheld. Of course, the statute
should clearly spell out the limits of the application of the sub-
poena power if authorized.

Legislative Influence

Related Aspects
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The Legislative Auditor should have some flexibility in deter-
mining the frequency of his audits of a particular agency. Annual
audits are desirable for major activities. Also, as the use of per-
formance post audits increases, he can be expected to encourage
agencies to develop internal audit procedures that are acceptable to
him. This will permit the Legislative Auditor to concentrate on the
performance aspect of his audits. The acceptance of internal audits
is not to be interpreted as a means of reducing hit responsibilities.
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LEGISLATIVE POST AUDIT

In addition to other supportive agencies, the Massachusetts
Legislature is serviced by the bipartisan Legislative Research Coun-
cil which is composed of 12 legislators, four from the Senate and
eight from the House of Representatives. The work of the Council
is carried on by the Legislative Research Bureau. Some members of
the Council have expressed interest in and support for legislative
post audit and its implementation by the development of the
Office of Legislative Auditor. This study is the initial effort in this
area by the Legislature.

The literature shows that State Legislatures throughout the
nation have become more and more aware of their need for
facilities that will supply factual and impartial information. More-
over, the generally expressed view is that such facilities should be |

directly responsible to the Legislature. More importantly, for this
study, much of the literature dealing with the provision of in-
creased knowledge for the legislatures also supports the creation of
legislative post audit functions for the development of this know-
ledge.

In 1921 the Congress of the United States determined that it
should be independently informed of the actions of the Executive
branch. The Congress created the General Accounting Office which
was charged, in part, with auditing the financial operations of the
federal agencies and reporting directly to the Congress. Later, in
1952, the Division of Audits of the General Accounting Office was
authorized. This, action centralized several divisions, which had
been established from time to time to perform specific auditing
tasks.

The Need for Legislative Audit

Chapter 1. Introduction
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Professor Lennis Knighton has written extensively on the subject
of legislative post audit. 1 He is a strong supporter of this function
and indicates that he has not found an authoritative research study
conducted by any independent group which recommends anything
other than a legislative post audit program for State Government.
In his view the framework of this program should develop along
the following lines:

1 would suggest that if this office is established, that it ought to
be given the authority to conduct audits with a broad scope
looking into the whole area of performance and program review
and that he be responsible to a joint commission or a committee
of the Legislature that would receive and review his reports and
prepare for the Legislature, as a whole, recommendations that
require their attention. The auditor ought not to be responsible
for imposing (sic) the will of anyone or any agency, or any
division. He ought to review, examine, evaluate and report and
express his opinion, and then the Legislature, which is responsible
for the control and oversight of administrative performance, ought
to follow up on these reports.

The post audit function at the least is characterized as a review
after payments have been made. It can be an analytical procedure
that goes beyond the routine verification of accounts. On a
broader plain, post audit can be designed to examine agency
performance in accord with legislative intent. It can cover those
activities about which the Legislature needs information and which
the auditor is competent to review. This latter view has received
substantial support over the years. 3

1 Lennis M. Knighton, The Performance Post Audit in State Government, Michigan
State University, 1967.

2 Report of the Joint Legislative Committee on Legislative Fiscal Analysis and Review,
New York, March 31, 1970, pp. 72-73.

3 Jesse Burkhead, Government Budgeting, John Wiley and Son, NewYork, N.Y., 1961,
pp. 362-363; United States General Accounting Office, Purposes and Objectives of In-
dependent Audits by the General Accounting Office, 1961, p.9; The Council of State
Governments, Report of the Committee on Organization of Legislative Services of the
National Legislative Conference, 1963, pp. 36-37; State ofCalifornia, Biennial Report of the
Joint legislative Audit Committee, 1965-1966, p. 15;Statc of New York, Temporary State
Commission On the Constitutional Convention, State Government, March 31, 1967, p. 170;
and Franklin C. Pinkelman, Performance Auditing, Municipal Finance, November 1967,
p. 94.
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In addition, the literature shows strong support for a legislatively
appointed auditor:

A post auditor should be appointed by the legislature and
accordingly should report to that body. 1

The legislative function can become uniformly effective only if
all of the post audit function is made a legislative responsibility. 2

The Legislature shall appoint an auditor the auditor should, of
course, be directly responsible to the Legislature and be chosen by
that body. 3

In Massachusetts and the other forty-nine states, the resources
available to the government are limited by political and economic
factors. The goal then is to maximize the benefits attainable with
the resources that are at hand. The responsibility for bringing
about this optimum situation rests with the Chief Executive of the
state and its Legislature.

Historical Development. The original Constitution of the Com-
monwealth of Massachusetts did not provide for the Office of
State Auditor. It was not until 1849 that the Legislature created
this office (C. 50). The Auditor was elected annually by the Gen-
eral Court. However, in 1855, the 17th Amendment of the Consti-
tution made this office and that of the Attorney-General, State
Secretary and Treasurer and Receiver-General subject to annual
popular election. The 64th Amendment of the State Constitution
in 1918 provided that the Auditor and certain other officers shall
be elected biennially. In 1964, the 82nd Amendment provided for
the quadrennial election of the Auditor and other constitutional
officers. In the majority of the other 49 states the Auditor is
considered to hold a constitutional office. This becomes a thorny
problem if the Legislature creates the Office of Legislative Auditor
and at the same time attempts to reduce the functions of the State
Auditor or to eliminate this office.

Present Status of Auditor’s Office in Massachusetts

1 John P. Wheeler, Jr,, ed.,Salient Issues of ConstitutionalRevision, National Municipal
League, New York, N.Y., 1961,p, 146.

2 A Legislative Auditor General, Council Comments, No. 728, Citizens Research
Council of Michigan, Feb. 7, 1962, p. 2.

3 Model State Constitution, Sixth Ed., National Municipal League, New York, N.Y.,
1963,p.62.
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Powers and Responsibilities of the State Auditor. From the time
of the creation of the office of the State Auditor by the Legisla-
ture in 1849, and until 1922, the Auditor was the chief fiscal
officer of the Commonwealth. He performed most of the duties
that were to be later vested in the Comptroller when, in 1922, the
Legislature created that office as a part of the newly established
Department of Finance and Administration (C 545). Since that
time, the duties of the State Auditor have been limited to a
financial audit of the books of all state departments and other
agencies designated by statute. In effect, he was relieved of his
financial activities and left in a generic sense with his accounting
activities.

The title “Comptroller” is used in both government and indus-
try. According to Webster’s dictionary, this designation is given to
a “public officer whose duty it is to supervise accounts and
determine the propriety of expenditures.” In the several states, the
Comptroller’s duties, responsibilities, authority and limitations are
most often declared by statutes. In New York, the Comptroller is
elected and the scope of his duties includes those activities which
in Massachusetts are performed by the Comptroller, the State
Auditor, the Director of the Bureau of Accounts and the Director
of the Division of Employment Security.

The Comptroller in Massachusetts functions almost exclusively in
the field of expenditure control. The development of a centralized
accounting system has made current financial information readily
available. All transactions are initiated and recorded at the depart-
mental or other spending level and sent to the Comptroller’s
Bureau for audit, recording and final disposition. However, there is
no examination to determine compliance with legislative intent.
This is consistent with the widely held view that the Comptroller is
the bookkeeper for the Commonwealth and that he performs his
statutory obligations when he makes known the results of his
bookkeeping to the public, the Legislature, and others concerned
with state management.

Chapter 11, section 12 of the General Laws sets forth the
powers and responsibilities of the State Auditor:

The department of the state auditor shall annually make a
careful audit of the accounts of all departments, offices, commis-
sions, institutions, and activities of the commonwealth, including
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those of districts and of authorities created by the general court,
and including those of the income tax division of the department
of corporations and taxation, and for said purpose the authorized
officers and employees of said department of the state auditor
shall have access to such accounts at reasonable times and said
department may require the production of books, documents, and
vouchers, except tax returns relating to any matter within the
scope of such audit . .. This section shall not apply to the ac-
counts of state officers which the director of accounts of the
department of corporations and taxation is required by law to
examine. The department of the state auditor shall keep no books
or records except records of audits made by it, and its annual
report shall relate only to such audits.

Organization of Office. The State Auditor’s office is divided in
two main sections: the Division of State Audits and the Division of
Authority Audits (Acts of 1967, c. 20).,

For the 1971 fiscal year, the Legislature appropriated for the
office of State Auditor the sum of $1,727,613 in the general
appropriation act (Acts of 1970, c. 480) and $lOO,OOO in a supple-
mentary appropriation (Acts of 1970, c. 833). Of this amount the
Highway Fund is assessed 30% and the balance (70%) is chargeable
to the General Fund.

In addition to the State Auditor, the authorized professional
personnel (with the number thereof indicated in parentheses) in-
clude:

First Deputy Auditor
Second Deputy Auditor
Third Deputy Auditor
Fourth Deputy Auditor
Director of State Audits
Assistant Director of State Audits
Administrator of Field Operations of State Audits
Director of Authority Audits
Assistant Director of Authority Audits
Administrator of Field Operations of Authority Audits
Chief Accountant (14)
Supervisor of Field Auditors (8)
Senior Field Auditor (32)
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Semi-Senior Field Auditor (46)
Junior Field Auditor (45)

In fiscal 1969, the staff of the State Auditor conducted 294
audits, consisting of 279 regular audits, 14 new audits and one
special cash audit. As has been indicated, the law requires the State
Auditor to make annual audits of all state agencies, in addition to
certain authorities and special districts. The fulfillment of this
statutory obligation is dependent in large degree on the com-
petency and adequacy of his staff. The lowest professional staffer
is the Junior Field Auditor. The current Civil Service requirements
for this position call for at least four years of full time, paid
experience in bookkeeping, accounting or auditing work, of which
at least one year must have been in work involving the auditing of
books of accounts with a view to determining whether proper
procedure in controlling and recording financial transaction was
followed. A bachelor’s degree in accounting or business administra-
tion from a recognized school may be substituted for the ex-
perience requirement.

In addition, the ability of the State Auditor to complete audits
is not based solely upon the adequacy of his staff. The volume of
work is dependent upon the efficiency of the control and record-
keeping staffs of the individual activities under examination. Under
the statute, the Auditor has access to the agency’s accounts, books,
documents and vouchers. However, the audit and the time con-
sumed are directly related to the condition of these records. If
they are inadequate or incomplete, interviews and searches are
necessary to uncover the relevant data.

Chapter 11. The Concept of the Post Audit

The original concept of government was one of protection of its
and property from its neighbor. Today, that concept still

has validity. However, it has been enlarged to assume the responsi-
bility for the provision of many services, together with their
financial support, for the population and their institutions. In
1780, state government in Massachusetts was a small operation.
Administrative problems were minimal. County government and



HOUSE - No. 6056 [Aug.22

the cities and towns administered the laws and other regulations.
This situation was almost unchanged up to the Massachusetts
Constitutional Convention of 1853. Little attention was given to a
determination of the duties and powers of the State Auditor and
other elected state officials below the office of the Governor.

In the one hundred and eighteen years from 1853, the activities
of the state government have grown enormously. This is most
clearly evidenced by the growth of the state budget since the end
of World War 11, as indicated below on the basis of five-year
intervals;

Fiscal Year Amount
1950 $226,031,000
1955 283,834,000
1960 442,381,000
1965 596,427,000
1970 1,618,648.000

The offices of the State Auditor and the Comptroller have
responded from time to time with changes in auditing and account-
ing techniques to keep pace with these developments. It is not the
purpose of this report to evaluate the timeliness and adequacy of
these responses. Rather, the intention is to point out that the
Legislature faces the present complexities of government without
the assistance of a legislative auditor system, which many legisla-
tures have created to provide vital fiscal data for themselves.

An historical review of auditing shows that changes have taken
place in audit objectives and techniques. At the present time, the
trend of the development is toward more and more reliance on
internal controls and a lessening of detailed testing. In the future,
auditing will undoubtedly move to a system (procedural) review.
The review will, by necessity, be directed to the adequacy and
effectiveness of the internal controls. This is being stimulated (1)
by requests of management people to auditors for additional in-
formation; (2) by the development of new communication and
information systems; and (3) by the development of reliable data
processing machines.

Development of Auditing
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Accounting can be traced back to ancient times where it con-
cerned itself with governmental and family units. In those times,
the taking of inventories, not audits, was used to check the
accuracy of the accounting records. After the fall of the Roman
Empire, auditing started to develop in the Italian City States. In
the 19th Century, the development of accounting and auditing in
the United States was based on experiences in Great Britain. After
1900, the development was geared to the internal needs and the
environment of the country. The primary objectives of auditing
were fraud detection and a determination of the fairness and
completeness of reported financial statements. By the 1930’5, test-
ing became the accepted form of audit technique. The effective use
of internal control generally determined the degree of testing. In
most recent years, the science of auditing has stressed system
control techniques rather than a review of the details of the past.
This latter aspect was the function of the narrowly defined pro-
cedures of the “pre audit” and the “post audit”.

Accounting works with original data to produce useful financial
reports. Auditing is primarily analytical. It determines whether or
not the accountant’s reports reasonably present the results of the
specific operations (government or business). Today, the auditor
goes beyond this limit and frequently moves into the field of
management analysis and development as a proper part of his
function. 1

In short, a post audit is an audit or review of a set of financial
activities after they have taken place. It provides salient and objec-
tive information on the expenditure of revenues for previously
determined functions. From the point of view of this study, post
audit is considered in its broadest terms, as a means of determining
whether funds have been expended in conformity with both the
intent and spirit of the Legislature’s action.

Types of Post Audit 2

I John W. Buckley, Contemporary Accountingand its Environment, Dickenson Publ
ing Co., Inc., Belmont, California, 1969.

2 Eric L. Kohler, A Dictionary for Accountants, 4th Ed. Prentice-Hall, Inc., Engle
Cliffs, NJ., 1970, which defines “post audit” as an audit at some point after the occui
of a transaction or group of transactions”, and “pre audit” as a voucher audit or exa
tion of creditors, invoices, payroll claims, and proposed reimbursements before pay
etc.
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The thrust of the post audit concept depends on the definition

of its scope and the powers provided to implement it. However, in
many states the trend is to go beyond the definition of the
National Committee on Governmental Accounting which states:

Auditing is the process of examining documents, records, re-
ports, systems of internal control, accounting and financial pro-
cedures, and other evidence for one or more of the following
purposes;

(1) to ascertain whether the statement prepared from the
accounts presents fairly the financial position and re-
sults of financial operations of the constituent funds
and balanced account groups of the governmental
agencies in accordance with generally accepted ac-
counting principles applicable to governmental units
and on a basis consistent with that of the proceeding
year;

(2) to determine the propriety, legality and mathematical
accuracy of a governmental unit’s financial transac-
tions;

(3) to ascertain whether all financial transactions have
been properly recorded; and

(4) to ascertain the stewardship of public officials who
handle and are responsible for financial resources of a
governmental unit. 1

Recent studies in the field of post audit describe the objectives
of the financial audit indicated above as inadequate. Criticism
stems from the fact that such criteria do not evaluate operational
procedures and their adherence to established policies and objec-
tives. They also lack norms to determine the efficiency of manage-
ment. And little recognition is given to the application of current
knowledge in the evolutionary area of management science.

1 National Committee on Governmental Accounting, Governmental Accounting,
■Auditing and Financial Reporting, 1968 Ed.

The basic post audit concept has developed into a process that is
called a “performance post audit”. It will undoubtedly be adopted

Performance Post Audits
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by many states in the future, especially by the larger states. A
performance audit is defined as an examination of the ability with
which those in charge of an integrated and clearly defined state
program efficiently administer it in order to attain its objectives. In
some quarters the terms “program auditing” and “operational
auditing” are used to describe the process. The intention is to
indicate types of audits that go beyond financial statements and
into the operational, managerial and administrative activities of an
agency. These latter labels do not encompass anything beyond the
content of a performance post audit as the term is used in this
report. Ellsworth H. Morse, Jr., Director, Office of Policy and
Special Studies, U.S. General Accounting Office, has recently
stated: 1

Personally, I have some aversion to such labels as performance
auditing, operational auditing, financial auditing, and the like. The
boundaries between them, even on a conceptual basis, are not
sharp and clear.

The distinction if one is to be drawn is one of audit objec
tives. What is the purpose of the audit?

The general approach that is followed in a performance post
audit does not differ in substance from that in a program audit or
an operations audit. 2

The concept of a performance post audit is a significant
development in improving the administration of State Government.
State Legislatures, particularly in the larger states and those with
complex problems, cannot content themselves merely with a re-
sponsibility to pass laws and to authorize expenditures of funds.
The performance of the administrators of state activities, the eval-
uation of the activity itself and the accomplishment of its ob-
jectives warrant legislative scrutiny. To implement the performance
post audit, a State Legislature may have to express its intent in
every bill that affects the character, operation and programs of any
state activity. Moreover, the Executive branch must also provide a

1 Ellsworth H. Morse, Jr., Performance and OperationalAuditing, Presented at North-
west Graduate Study Conference, Co-Sponsored by Oregon and Washington Societies of
CPAs, Salishan Lodge, Oregon, October 22,1970, pp. 1 and 2.

2 Mortimer Dittenhofer, Improved City Management Through Auditing, United Stat
General Accounting Office, Washington,D.C. Unpublished draft report, April 27, 1970.
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statement of intent concerning budget proposals presented to the
Legislature.

California has made the greatest effort to develop a performance
post audit procedure. The Auditor General has set forth the re-
quirements for each department which must; 1

(1) Set up objectives.
(2) Define programs to fulfill these objectives.
(3) Analyze alternatives available.
(4) Allocate resources to the defined programs.
(5) Project expenditures for several years ahead by programs.
(6) Record and control receipts and disbursements by programs.
(7) Evaluate results producedby each program.

The Biennial Report of the Joint Legislative Audit Committee for
1967-1968 describes the pilot study that was undertaken in the
Department of California Highway Patrol. A short time before this
study commenced, program budgeting was adopted by the state.
Thus, the pilot study was concerned with the Highway Patrol’s
objectives and the means used to achieve these ends. A review of
activity definitions and performance measurements was also made.
Practices and procedures of the Highway Patrol were examined. All
units of the Patrol were not investigated with similar thoroughness.
Each unit was given a preliminary examination. If no opportunities
for improvement were disclosed, the unit was not examined further.

Forty-eight recommendations for improvements were made. The
principal recommendation related to upgrading the management
reporting system by creating a permanent unit that would develop
and maintain efficient record keeping. This change was necessary
because the Highway Patrol is required to use a program budget.
The Auditor General also recommended that internal audits be
extended to cover some activities that at the time were not being
reviewed. He also made recommendations for the application of
internal audit procedures.

Other recommendations suggested the simplification of certain
accident forms and reports, procedures to reduce traffic officers’
overtime pay, the assignment of clerks, not patrol officers and
supervisory officers, to review work and the development of proce-
dures for preparing and keeping current manuals for operations and
procedures.

Scope of Legislative Performance Post Audits
As the Legislative Auditor and the performance post audit

1 Program Budgeting Compared With Line Item Budgeting For A State Agency, Office
jf the Auditor General, Sacramento, California, May 22, 1969.
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system becomes more thoroughly understood and is applied by
state governments, the scope of the audit and the powers of the
Legislative Auditor will be determined and redetermined on the
basis of the evolving experiences of those states that have been
functioning in this area and of those that are taking their first step.
The performance post audit makes obsolete any restriction to a
traditional financial audit. However, it is not an unrestrained
license. Its scope and powers must be logically supported if it is to
be effective. At the same time, in many respects the Legislative
Auditor may be likened to C.P.A. firm with only one client.

Among the states, the State of Hawaii has extended the function
of the Legislative Auditor the furthest. He is mandated to perform
post audits, in addition to providing other legislative services,
miscellaneous services and general support. Since the office has
been in operation for only four years, its factual experience is
limited. However, the Legislative Auditor indicates the activities of
his office in the following extract from the Annual Report: 1

The central mission of our office is reflected in the original
goals which we established: the primary function of the legislative
auditor is to strengthen the legislature’s capabilities in making
rational decisions with respect to authorizing public programs,
setting program levels, establishing fiscal policies and conducting
an effective review and appraisal of the performance of public
agencies....

. . . .The programs of our office are a translation of the mission,
which is in turn charted by the constitutional provisions governing
our office. The constitutional provisions relating to the auditor
prescribe two broad classes of activity: (1) The constitution vests
the post-audit function in the auditor himself. Under this charge
of responsibility, the auditor is empowered to initiate and to
conduct examinations in the discharge of his constitutional duties;
(2) In addition to his responsibility for the post-audit, the auditor
is also required to conduct such examinations and render such
reports as the legislature may direct.

! Office of the Legislative Auditor, Annual Report oj the LegislativeAuditor, Ja
1969,p. 2.
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The Hawaii Legislative Auditor has prepared a Manual of Guides
for the operation of his office. 1 It is considered among the best of
the state manuals that have been published to the present time. 2 A
manual is a necessity for the guidance and efficiency of a post
audit staff. In Hawaii, it gives a delineation of the limits of their
efforts and three sections: (1) Guide to Audits, (2) Guide to Leg-
islative Services, and (3) Guide to General Office Support. Also,
the introduction is made up of a comprehensive set of definitions
of terms that will be involved in the functions of the Auditor’s
office.

As has been indicated, several sources have reported that the
management of government can be aided substantially by the use
of performance post audits.

In 1968, the Council of State Governments stated:
By making available the findings of each audit report to the

executive and the legislative branches, the following accomplish-
ments are made: (1) it provides appropriations committees with
information necessary to evaluate and justify executive budget
requests; (2) performance audit findings will indicate to the legis-
lature the use to which the executive branch has put the preceding
fiscal year’s appropriations; (3) the auditor’s recommendations be-
come readily available for projecting future needs and indicating
areas where improvements are necessary and where the accomplish-
ments have been made; (4) the report will point out programs
that have been completed and are no longer needed, thereby
eliminating useless bureaus and activities that tend to hang on
after having served their usefulness. 3

It is implicit in this statement that the performance post audit
must be based on standards that are relevant and important at the
time an agency is audited. They must measure accomplishment and
indicate responsibility in order to be valuable. It is difficult to

Auditing Standards and Staff Reports

1 Report to Members of the Fourth State Legislature, Manual of Guides of the Office of
the Legislative Auditor, Submitted by the Auditor of the State of Hawaii, October, 1967.

2 Two very comprehensive ones are: (a) Audit Manual State Departments, Bureaus and
Agencies, State of Georgia, Department ofAudits, 1968; (b) Comptroller’s Office-Adminis-
tration, State of Tennessee, 1968.

3 The Council of State Governments, 21st Annual Meeting of the National Legislative
Conference, Summary ofProceedings, Miami Beach, Florida, August 20-23,1968, p. 49,
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construct these measurements at the present time especially
those that look at social benefits and cost. However, the increasing
interest and research that is now going on in this area will develop
more meaningful tools in the future.

The post audit function, whether it is restricted to a fiscal
examination or charged with managerial evaluations and recom-
mendations, requires a staff which for the most part consists of
professional accountants experienced in government revenue and
expenditure activities. As management review is undertaken and
becomes more sophisticated, other talents such as economists and
system analysts are recanted. However, pressures in this direction
are already being recognized in some states and are being generated
by the rules and regulations promulgated by the federal govern-
ment in respect to its grant programs.

The generally accepted and typical auditing standards that are in
use today can discover only certain types of defects and irregu-
larities. They do not cover all transactions. Rather, they are based
on sampling techniques and, theoretically, can overlook irregu-
larities that do exist and may be a problem in the future.

The American Institute of Certified Public Accountants has
developed a set of auditing standards that have been accepted by
many accountants. They provide:

l.The examination is to be performed by a person or persons
having adequate technical training and proficiency as an audi-
tor.

2. In all matters relating to the assignment, an independence in
mental attitude is to be maintained by the auditor or audi-
tors.

3. Due professional care is to be exercised in the performance of
the examination and the preparation of the report.

l.The work shall be planned adequately and assistants, if any,
are to be supervised properly.

2. There is to be a proper study and evaluation of the existing
internal control as a basis for reliance thereon, and for the

General Standards

Standards of Field Work
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determination of the resultant extent of the tests to which
auditing procedures are to be restricted.

3. Sufficient competent evidential matter is to be obtained
through inspection, observation, inquiries and confirmation to
afford a reasonable basis for an opinion regarding the financial
statements under examination.

Reporting Standards
l.The report shall state whether the financial statements are

presented in accordance with generally accepted principles of
accounting.

2. The report shall state whether such principles have been
consistently observed in the current period in relation to the
preceding period.

3. Informative disclosures in the financial statements are to be
regarded as reasonably adequate unless otherwise stated in the
report.

4. The report shall either contain an expression of opinion re-
garding the financial statements, taken as a whole, or an
assertion to the effect that an opinion cannot be expressed.
When an overall opinion cannot be expressed, the reasons
therefor should be stated. In all cases where an auditor’s name
is associated with financial statements the report should con-
tain a clear-cut indication of the character of the auditor’s
examination, if any, and the degree of responsibility he is
taking.

The foregoing standards are, then, the starting point for more
sophisticated audits, such as performance audits. This procedure
will be examined in depth in a later section of this study.

In general, all audit reports should be prepared with a consider-
ation of the needs of the most likely readers. Emphasis should
usually be placed on the financial information and the findings and
the recommendations. Management must have a continuous flow of
information if it is to be effective in its judgments and its
decisions. This is no less true for those who operate state govern-
ments than it is for those who operate at the federal level or in
private business. 1

1 Lennis M. Knighton, Legislative Review of Executive Performance. A proposal for a

legislative office of program review. Research paper submitted to the Joint Legislative
Committee on Legislative Fiscal Analysis and Review, New York, May 1969.
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Within this framework for the audit report, a specific report
should be detailed for major items of consideration. Minor matters
should be treated in a general way and placed where they do not
impinge on the major parts of the report. Important information
should be supported by source references. Prior year reports should
be skillfully examined. Such a practice will usually eliminate excess
work and on occasion provide better alternative approaches to the
audit. The final report should be based on work that has been
done as much as possible in advance by the individual agency and
any other schedules of materials that can be prepared beforehand.
Also, areas of dispute and recommendations should be discussed
with the agency head and his aides before the report is finalized
and distributed. Lastly, the report should take into account the
viewpoints of department and agency heads and the Legislature.

Once a report and its recommendations have been issued the
auditor should follow up the action on the recommendations. This
is probably best done in the next report where action or non-
action can be made known. An agency’s explanation for its non-
action on a recommendation should also be included when it has
been made known. This provides the dialogue for further con-
sideration of the issue. It also assures that a later audit does not
overlook the issue.

Tire use of performance post audits and program budgets by
state governments is being influenced by the requirements of the
federal government relative to financial grants and reimbursements.
The latter, especially in the Department of Defense and the Bureau
of the Budget, has pioneered procedures for both program budgets
and performance post audits. Thus, states have a tendency to
adopt systems that are compatible to the federal way. This pref-
erence is reinforced by the desire of the federal government and its
agencies to avoid duplicate audits. The policy of the federal gov-
ernment in regard to its relationship with other audit organizations
has been promulgated by the Bureau of the Budget:

Federal Influence

Continuous liaison including the exchange of audit standards
and objectives should be maintained among the Federal and State
auditors. As a minimum, these groups will collaborate in the
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development of audit schedules to minimize the amount of effort
required as well as impact on the operations of the grantees and
State offices. 1

This cooperative venture does not commit the federal govern-
ment to accept all qualified audits done at the state level. Some
examinations will have to be done on a sampling basis in the
interest of maintaining good control procedures. However, the
framework that is desired by the federal government is clear. This
federal preference for audits based on program budgets and perfor-
mance post audits becomes more significant when financial reim-
bursement to the states is considered. Circular No. 87 of the
Bureau of the Budget provides that the cost of audits, whether
performed by a state audit organization, or a public accounting
firm, will be a reimbursable item if federal audit requirements are
met. If the audit is done to satisfy state needs only, neither the
audit nor reimbursement thereof will be approved.

The federal influence is most prominent in the administration of
the federal highway program. A participating state government
must develop and use program budgets and accounting systems and
procedures that are acceptable to the Bureau of Public Roads. To
do otherwise might result in the non-payment of federal highway

iey to the state. Moreover, considering the sum total of federal
that disburse money to the states, it is realistic to expect

aat for already on-going programs the states will not have to make
nmediate changes to conform with the federal requirements. How-

ever, the progress that is shown by a state in this changeover will
undoubtedly be a criterion in the determination of its capability to
undertake or qualify for new programs financed by federal money.
The broad coverage of the federal government grant programs
requires this coordination. At the present time, there are between
400 and 1,300 of these programs. This range is explained by how

ne defines a grant program. They are administered by 21 federal
through 150 Washington bureaus and more than 400 field
The grants reach more than 69,000 agencies of state and
'ernment

and Local Government, Address by
B. Staats, to the Regional Conferenceral of the I

A Kansas, Oc
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Chapter 111. State and Federal Practices

The traditional State Auditor, who is elected by the people in
most jurisdictions, directs his efforts toward their acceptance by
the general public. On the other hand, the auditing function
performed by the typical State Comptroller, who is usually ap-
pointed by the Chief Executive, is directed to the needs and
protection of the Executive Department. Thus, the Legislature
within this arrangement does not have its own service agency. In
the past ten years, State Legislatures have shown increased concern
for the creation and implementation of their own service agency
for the performance of audits. It is not necessarily an adverse
reflection on the prior situation. Rather, it reflects legislative re-
sponsibility for procuring information pertinent to legislative over-
sight of state administration. In those states that have a legislative
post audit, its accomplishments have not been uniform. Up to the
present time, some states have used it more vigorously than others.
Nevertheless, on all fronts it is contributing to a gradual, steady
improvement in the overall supervision of executive programs and
legislative appropriations. This additional information is needed if
the Executive branch is to be held accountable for the perfor-
mance of its activities.

As has been indicated, the performance post audit is the most
effective procedure. Moreover, a legislative performance post audit
provides the Legislature with (1) an independent analysis of the
degree and manner in which its policies are being recognized,
and (2) an evaluation of their adequacy and effectiveness. The
objective of the legislative performance post audit is not to restrict
the administrators of the Executive Department but to aid and
facilitate the administrative function and at the same time keep the
Legislature informed on what is occurring.

An auditor conducts surveys related to financial matters and is
independent in terms of his approach. This identification is rele-
vant to the functions of a Legislative Auditor. His capability is
determined in the scope of the objectives which are mandated to
him. The greater the scope of the objectives for which he must
make provision, the greater must be the degree of independence

Selection of Auditors
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that he is permitted in meeting his goals. 1 This involves a decision
on the extent of the planning for a particular audit and its breadth
and depth. Furthermore, he should have the authority to set his
criteria for the specific experience and background that he desires
for his staff. The more he is satisfied in this area, the less concern
he will have for supervision and more or less inflexible guidelines.
As a result, the auditor can concern himself chiefly with the
recommendations that are developed in a report. He can make
certain that they are sufficiently and convincingly documented,
and he can follow up on their implementation or non-
implementation.

The acceptance of the concept of a legislative post audit means
that there is an implied, if not articulated, decision that this
approach is at least as desirable as the concept of a popularly
elected post auditor. In fact, popular election is the least satis-
factory of the several methods of selection. The auditor’s compe-
tence cannot be adequately made known to the electorate for the
exercise of their judgment. Also, an elected auditor has difficulty
in avoiding publicity, whereas, generally, administrative action, not
publicity, is needed to cure deficiencies.

Moreover, the elected State Auditor often campaigns as part of a
political party team and may in fact owe his election to the
popularity of the party candidates for Governor or other major
office. In such event, in order not to offend or embarrass a source
of political support, the Auditor may limit the independence,
objectivity, and thoroughness of his examinations with the result
that inefficiencies, irregularities or even criminal conduct remain
undisclosed. Likewise, a politically ambitious State Auditor may
use that post primarily as a “stepping stone” for higher office.

The use of a Legislative Auditor is subject to the charge that he
duplicates the work of the elected State Auditor, particulary if the
latter is responsible for post audit. There is some truth to this
assertion although the latter’s operation would undoubtedly be
much narrower. Also, the elected State Auditor is legally indepen-
dent of the Legislature, which clearly has a need for the services
that are performed by a post auditor. It is this need that is the

1 Herbert Witt, Address on Federal State Audit Coordination to Post Audit Workshop
National Legislative Conference, St. Louis, Mo., August 29,1969, pp, 7-8.
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overriding consideration. It is not consistent with legislative respon-
sibility for the determination of appropriations that the State
Auditor take on the appearances of a fourth branch of govern-
ment. Finally, the argument that an elected State Auditor insures
more “dollar honesty” in government and that he is not subject to
as much pressure from the Governor and individual legislators has
often been rebutted.

Appointment of the State Auditor by the Governor is equally
unsatisfactory. In this instance, the Auditor’s objectivity and in-
dependence would be drastically impaired in his survey of the
functions of the Executive Department which, of course, is under
the control of the Governor.

Election by the Legislature as a whole orientates the selection to
the needs of the Legislature. 1 However, this procedure can be
unwieldy. And, the ability and opportunity for individual legis-
lators to become informed about and interview candidates becomes
less as more of them participate in the process of the selection.

Appointment by a Legislative Council or by a separate Legisla-
tive Audit Committee offers the best opportunity for a reasonable
number of interested and informed legislators to select the most
eligible candidate. His allegiance, of course, would be to the Legis-
lature. This does not imply that the selectee is to be a “rubber
stamp.” On the contrary, the best candidates will insist on a
certain amount of independence in the administration of the Office
of the Legislative Auditor.

The data in this section is for the most part based on un-
published materials supplied by the Assistant For Intergovern-
mental Audit Relations of the United States Department of Health,
Education and Welfare, Washington, D.C. Use has also been made
of the Book of the States, 1970-1971, of the Council of State
Governments.

It is difficult to generalize about the functions of the Legislative
Auditors in these states because their obligations and powers are
not uniform. Some are broadly set up but most are not. Also,

States With Legislative Auditors

1. Model State Constitution. Sixth Edition, National Municipal League, New York
N.Y., 1963,5.4.17.
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some Legislative Auditors must provide legal, fiscal and other
services.

Connecticut is listed first only to indicate the historical aspect
of its legislative audit. The foremost states, especially when perfor-
mance post audits are considered, are next listed. They are
Michigan, California, New York, and Hawaii. The next eight states
show considerable development of the functions of the Legislative
Auditor system and performance post audits. They are Illinois,
Colorado, Florida, Wisconsin, Maryland, Louisiana, Montana, and
Texas. The remaining eighteen states are listed in alphabetical
order.U1 Llt/1 .

Connecticut. The legislative auditing office in Connecticut dates
back to the early 1700 s and the post audit of state financial
matters has always been considered to be a proper function of the
State Legislature (G.S., Titled, c.49). The state has two State
Auditors, one of whom is responsible for the Post Audit Division,
while the other is in charge of the Payroll Audit Division. Both are
appointed for four year, staggered terms by the General Assembly
and they may not be of the same political party. Both offices are
created by statute and there is no specification of qualifications for
the Auditors. They conduct only fiscal post audits of state agencies
and their reports are made public.

The combined staffs total 82 professional and eight clerical
workers and the former includes five C.P.A.s. Neither Auditor has
any additional duties beyond the audit function.

Michigan. Prior to 1963, the Auditor General reported to the
Legislative Audit Commission which was within the Legislative
Service Bureau (Stats, c. 4, s. 721). The Office of the Auditor
General, which is headed by the Legislative Auditor General, is
authorized by a new constitution which was adopted in 1963
(Const., Art. IV, s. 53). He is appointed by the majority vote of the
members of each branch of the Legislature for a term of eight
years. He must be a C.P.A. and is charged with making a perfor-
mance post audit of state agencies and county governments. His
reports are made public and he is not vested with other duties. His
professional staff of 82 includes five C.P.A.s; the clerical staff
consists of nine employees.

The Michigan operation is as advanced as any in the area of the
legislative performance post audit. Its present structure contains
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the elements for an effective performance post audit system. The
Legislative Auditor General conducts program reviews and his ex-
perience will prove valuable to other states that are moving in this
direction.

California. In 1955, the State of California established the Joint
Legislative Audit Committee and the Office of the Auditor
General. It is one of three groups that conduct audits in the state.
However, its scope does not extend beyond state agencies. More-
over, it is the only one that conducts both performance post audits
and is answerable to the Legislature. l The performance post audit
and program budgeting were initiated after experience showed that
financial reviews and inspections were insufficient and that a dem-
onstrated need to review management existed.

Provision for the Office of the Auditor General is found in both
the State Constitution and statutes (Const., Art. IV., s. 11; Gov.
Code, Title 2, c. 4, Art. 1 and 2). As a condition precedent of his
appointment, the Auditor Genera! must, as a minimum, be licensed
in California as a certified public accountant or a public accoun-
tant. He must possess at least seven years of experience in govern-
ment accounting as an executive in charge of a staff of at least 20
accountants. He can, also, be appointed, if the Committee deems
that he has a combination of experience which is the equivalent of
these requirements. The Auditor General hires the employees of
the Legislative Audit Bureau and fixes their compensation. The
professional staff of 38 includes 19 C.P.A.s and 3 clerical workers.

The Auditor General must maintain public records and shall
examine and report annually upon the financial statements pre-
pared by the Executive branch of the state. He is not charged with
any additional duties.

The Joint Legislative Audit Committee is a continuing com-
mittee and its membership includes three members of the Senate
and three members of the Assembly. The Committee appoints the
Auditor General and the Deputy Auditor General and sets the
policies of the Office of the Auditor General. It must make
recommendations to the Legislature in regard to the state audit,
revenues and expenditures of the state, its departments, sub-
divisions and agencies. The Committee is given access to such
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information or records of every department and agency of the
state government, and every political subdivision of or in the state,
as it declares to be necessary for its purposes. Also, the Committee
can subpoena witnesses. In addition, it is empowered to make rules
to govern its proceedings. 1

The Auditor General has stated that his office encourages in-
ternal auditing by departments, agencies, etc. 2 He considers it to
be an effective management tool that removes the need for a large
staff in his office. In his opinion, the scope of the performance
post audit reports should be determined by the Auditor General.
His powers are created by statute and he feels that his office can
investigate any matter that has a relation to its powers and ob-
jectives.

New York. In New York, as elsewhere, the Legislature is hard
pressed to do more than examine incremental changes that are
made in existing programs. Available time is usually given to a
consideration of new programs. Consequently, there is seldom a
full review and evaluation of ongoing programs. In the light of
these factors, the Legislature, in 1969, created the Legislative
Commission on Expenditure Review (Cons. Law, Leg. Law,
Art. SA). Its function is to provide for legislative performance post
audits and the use of program planning. It is concerned with the
carrying out of enacted programs within the framework of the
intent of the Legislature as expressed in its appropriations.

The establishment of the Commission was supported by the
elected State Comptroller, Arthur Levitt. At a public hearing he
stated:

The Legislature has the right and power, indeed the duty to
review the programs for which it appropriates billions of dollars
each year .... The task before us is to provide the means for an
effective legislative review of programs, without duplicating the
work of the State Comptroller .... I would welcome an op-
portunity to work with any legislative agency or committee in a
cooperative effort to provide maximum surveillance of our public
expenditures. 3

I Biennial Report of the Joint Legislative Audit Committee, 1965-1966, State of Cali
fornia, Appendix E.

2 Interview with Auditor General William H. Merrificld, August 11, 1970
3 Report of the Joint Legislative Committee On Legislative fiscal Analysis and Review

New York, March 31, 1970, p. 72.
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The Comptroller has been performing post audits for many years
and to an extent appraises efficiency and performance of depart-
mental operations. However, his activity does not approximate a
performance post audit. Moreover, as an elected official his
primary concern is not for the needs of the Legislature.

The function of the Comptroller was debated during the recent
Constitutional Convention. Changes were proposed and the consti-
tutional issues involved were debated. However, the office is con-
sidered to be quite efficient and no restrictions were placed on its
operation. 1

The Commission is made up of the Temporary President of the
Senate, the Speaker and Majority Leader of the Assembly, the
Chairman of the Senate Majority Conference, the Minority Leader
of the Senate, the Minority Leader of the Assembly, the Chairman
of the Senate Committee on Finance, the Chairman of the As-
sembly Committee on Ways and Means, the ranking minority
member of the Senate Committee on Finance and the ranking
minority member of the Assembly Committee on Ways and Means,
one nonlegislative member appointed by the Temporary President
of the Senate and one nonlegislative member appointed by the
Speaker.

The Commission appoints a full-time Director who shall hold
office at the pleasure of the Commission. There is no specification
of qualifications. The Director is authorized to appoint consultants,

assistants, and such other employees as he deems necessary or
desirable. He prescribes their duties and sets their compensation
within the amounts appropriated and made available therefor. The
enabling legislation appropriated $500,000 for the expenses of the
Commission, including personnel service, maintenance and oper-
ation.

To make the activities of the Commission and the Director
effective, the statute provides that the Commission shall have the
power to subpoena witnesses, administer oaths, take testimony and
compel the production of books, papers, documents and other
evidence in connection with any authorized examination and

1 For a detailed examination of the structure of the State Comptroller’s Office
see: State Government, Temporary State Commission On The Constitutional Convention,
State of New York, March 31, 1967, pp. 167-191.
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review. The Director, in turn, may request and shall receive from
all public officers, departments, agencies and authorities of the
state and its political subdivisions such assistance and data as will
enable him properly to undertake any such examination and
review. Up to the present time, two reports have been completed
and sent to the Commission which is currently reviewing them.

Hawaii. When the State of Hawaii was a territory, the Auditor
was appointed by and responsible to the Governor. Later the
Constitutional Convention of 1950 created the Office of the Legis-
lative Auditor (Const., Art. VI., s. 8). However, the 1950 State
Constitution did not become operative until Hawaii became a state
in 1959. Moreover, it was not until 1965 that the Legislative
Auditor was selected and an appropriation made to activate the
Office (Rev. Sts., c. 23).

The Constitution provides that the Legislative Auditor shall be
appointed by a majority vote of each house in joint session for an
eight year term. He is required to conduct post audits of all
departments, offices and agencies at the state level. Also, he is
required to provide the Legislature with such additional reports
and other investigations as it directs. The proceedings of the
Convention and the public statements of the Legislative Auditor
indicate that the function of the Office of the Legislative Auditor
is to conduct performance post audits.

During the past five years, the public reports and the activities
of the Auditor in the development of performance post audits have
put his Office close to the leading states.

Illinois. While the post audit activity in the State of Illinois
appears to be limited, practitioners in the field nonetheless con-
sider developments in respect to legislative audit to be progressive.

In 1957, the Illinois Auditing Act created the Department of
Audits which is headed by the Auditor General (Rev. Sts., c. 15,
s. 61 et seq.). He reports to the Legislative Audit Commission
which is a ten-member body, one-half of whom are appointed by
the President Pro Tempore of the Senate and the other half by the
Speaker of the House. Two of the appointees must be from the
minority party in each branch.

The Auditor General is appointed for a six year term by the
Governor, with the advice and consent of the Senate. This proce-
dure is intended to forestall possible constitutional objections to
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selection by the Legislature. Also, the Governor determines the
number of personnel, salaries, etc., for the Auditor General’s staff.
However, the Auditor General, who must be a C.P.A. with at least
seven years of experience, including supervisory responsibilities, is
independent in his auditing activities within the limits of the state
statutes. He is obliged to audit the Legislative and Executive
branches and to report to both. His reports are public records.

At the present time, the staff consists of four C.P.A.s (including
the Auditor General) and four clerical workers. Since most of
the post auditing, which is restricted to a fsical audit, is done by
contract with independent C.P.A. firms, only a small staff is
necessary.

Colorado. Prior to 1965, the State Auditor was elected by the
voters for a four year term. However, he could not succeed
himself. A similar provision applied to the State Treasurer. As a
result they alternated in succeeding each other at each state
election.

In 1965, by means of a constitutional change and legislative
enactment the position of State Auditor was eliminated and the
Auditor of the State was created as an aid to the Legislature for
determining the regularity and accomplishment of the expenditure
of appropriations by the Executive Department (Const., Art. IV.,
ss. 1, 4, 6, 21; Rev. Sts., c. 49, art. 2, s. 2). This change had the
support of the then State Auditor who subsequently was appointed
the first Auditor of the State by the Legislature. He must be a
C.P.A. and is chosen for a six year term and may be reappointed
for one more term. The reasoning for the two term limitation is
that after such a period of time the Auditor of the State is
auditing and reviewing programs and systems which he may have
initially recommended.

The statute requires performance post audits for all state
agencies. However, little is done beyond fiscal audits because of
limitations of staff. It is composed of 20 professional people,
including nine C.P.A.s, and five clerical people. The statutes do not
impose any other duties on the Auditor and his reports are public
records.

Audits of counties, cities, special districts, and school districts
are done by contracts with private C.P.A.s.



HOUSE - No. 6056 [Aug.42

Florida. In the opinion of the present Legislative Auditor, the
legislative audit movement in Florida was stimulated by the shift in
control of that state’s legislative bodies from rural interests to
lawmakers with urban identification. Legislative apportionment in
response to the United States Supreme Court decisions on the
“one man, one vote” principle accounted largely for this develop-
ment. The resultant interest in social issues and urban problems
sparked larger expenditures, in respect to which the Legislature
envisioned a need for greater fiscal control.

Prior to 1966, the State Auditor was appointed by the Gov-
ernor. In that year, a new Constitution created the post of Legis-
lative Auditor (Const., Art. 111., s. 2). No residual powers remained
with the State Auditor and within one year this office was elim-
inated by a statutory change (Sts., c. 11, s. 40 et seq.). The
creation of the post of Legislative Auditor had the support of the
State Auditor and he was appointed to the new office by the
Legislative Auditing Committee and serves at the pleasure of the
Committee. In addition, all the employees of the former State
Auditor were transferred to the Office of the Legislative Auditor.
However, they had to relinquish their Civil Service status.

The Legislative Auditor must be a C.P.A. with a Bachelor of
Science degree in Accounting. His professional staff of 100 persons
includes 40 C.P.A.s. There are also 30 clerical people. His reports
are public records.

Performance post audits are required by statute for state
agencies, counties, special districts, and school districts. But, to
date, the operation is in a transitional stage from fiscal to perfor-
mance audits. There is a lack of staff and other resources. How-
ever, the Auditor is not required to perform other duties.

Wisconsin. Post auditing was carried on by the Bureau of the
Budget prior to 1947. In that year, the Department of State Audit
was created under the direction of a State Auditor. In 1966,
legislation transferred this function from the Executive branch to
the Legislative branch by creating the Legislative Audit Bureau,
headed by a State Auditor (Sts. c. 13, s. 94). He is appointed by
the Joint Committee on Legislative Organization and serves at its
pleasure. The statute specifies that the State Auditor be a C.P.A.
with a Bachelor's Degree in Business and have at least five years
experience in responsible work in accounting, finance and adminis-
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tration. He is also a member of the Commission on Public Records.
The staff of the Legislative Audit Bureau has ten C.P.A.s among

its 17 professional and two clerical workers. The audit reports are
public records. The law requires the State Auditor to undertake
performance post audits of state agencies and of those school
districts which derive over 50% of their funds from the state. At
the present time, the Bureau is engaged in implementing this legal
requirement. The delay in achieving this objective was due in large
measure to the fact that two years elapsed before the present State
Auditor was appointed.

The State Auditor (Legislative Auditor) is a strong advocate of
performance post audits and program budgets.

Maryland. In 1968, the Maryland General Assembly created the
Department of Fiscal Services to assist the Legislature. Within the
Department the Division of Audits was established to audit state
agencies. It is under the direction of the Legislative Auditor (Code
Art. 40, ss. 61A-61E). The Office of the State Auditor was elim-
inated and its functions transferred from the Executive to the
Legislative branch (Acts of 1968, c. 456, s. 6).

The Legislative Auditor is appointed by the Director of the
Department of Fiscal Services with the approval of the President of
the Senate and the Sepaker of the House. He serves at the pleasure
of the Legislature. Professional requirements include a C.P.A. cer-
tificate with at least four years of experience in auditing. Tire
Auditor has no other statutory duties.

The staff of the Legislative Auditor numbers six C.P.A.s among
its 53 professional and four clerical employees. Its reports are
public records except for its internal audit reports. This is a
practice in many states.

The Department of Fiscal Services is under the direct supervision
of a standing committee of the General Assembly, the Joint
Budget and Audit Committee. This committee is authorized by
statute to “give detailed and systematic attention” to budget analy-
sis and budget review, including both the operating and the capital
budgets. The committee is responsible for “fiscal policy, fiscal
research and legislative post audit” and is required to survey
“departmental operation and efficiency within the State Govern-
ment.” In this framework, the Legislative Auditor is gradually
phasing his operation into performance post audits. Of course, in
time he will require a larger staff and other resources.
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Louisiana. Formerly, the Supervisor of Public Funds, who was
appointed by the Governor and served at his pleasure, performed
the post audit function, among his other duties. In 1962, a con-
stitutional amendment created the Office of the Legislative
Auditor, who assumed all the functions of the Supervisor of Public
Funds (Code, Art. 6, s. 26, subsec. 2,3). However, the amendment
did not become effective until July 1, 1964 so that the Legislative
Auditor would take office at the beginning of the term of the next
Governor. Financial irregularities and scandals among certain
agencies spurred the transfer of the post audit function to the
Legislature.

The Legislative Auditor is elected by the Legislature and serves
at its pleasure. The statute does not set forth any qualifications.
The professional staff consists of 79 employees, with one C.P.A.
and 15 clerical employees. The Legislative Auditor performs only
fiscal audits but has indicated that performance audits are de-
sirable. He is responsible for audits of state agencies, counties,
special districts and school districts. His reports are public records.

Among other duties, the Auditor is required to assist legislative
committees and is a member of the State Bond and Tax Board.

Montana. In 1967, the Montana Legislature created the Legis-
lative Audit Committee and the Office of the Legislative Auditor
(Rev. Codes, Title 79, c. 23.) The latter is appointed for a two year
term by the Legislative Audit Committee and is required to have a
B.A. degree in Accounting and two years experience in accounting
or auditing.

The professional staff totals 13 and includes five C.P.A.s. There
is one clerical worker. The Auditor’s responsibility extends only to
audits of state agencies. The current audits are fiscal in nature.
However, the statute requires performance post audits. In a tele-
phone discussion between the author of this Council report and
the Legislative Auditor, the latter indicated that these will be
undertaken when the staff is further developed. His reports are
made public. In addition to these duties, he is obliged to assist the
Legislature when so requested.

Texas. In Texas, the State Auditor is appointed by the Legis-
lative Audit Committee, with the concurrence of the Senate, to a
two year term (Vernon’s Civ. Stats., Art. 4413a-8). This Committee
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includes the Lieutenant Governor, the Speaker of the House of
Representatives, and the Chairmen of the following standing com-
mittees of the Legislature: Senate Finance, Senate State Affairs,
House Appropriations and House Revenue and Taxation. The
statute provides that the State Auditor must be an experienced
public accountant and a resident of the state at the time of his
appointment. In addition, he is ordinarily required to have an
accounting degree. His other duties involve participation in the
work of the personnel classification system and the accounting and
compensation system.

There are fourteen C.P.A.s on a professional staff of eighty-four.
The clerical staff totals twelve. Only fiscal post audits of state
agencies are required by law. There is no movement toward perfor-
mance post audits. The reports are not public records but are
submitted to specific government offices.

Alabama. The Legislative Auditor in Alabama is known as the
Chief Examiner (Code, Title 55, c. 4, Art. 7). He is within an
agency designated as the Examiner of Public Accounts. Appointed
by the Legislative Committee on Public Accounts, he serves for a
term of seven years. His qualifications are determined by his
training and experience.

The professional staff totals 80 but does not include any
C.P.A.s. The clerical staff has 12 members. The Legislative Auditor
is charged with auditing state agencies, counties, special districts
and school districts. Only fiscal post audits are prepared. There is
no indication of any movement toward a performance post audit.
Only those reports which are made by the Examiners of Public
Accounts become public records.

The Chief Examiner is also a member of the State Records
Commission.

Alaska. The Legislative Auditor heads the Division of Legislative
Audit which was created by statute (Sts., Title 24, c. 20, Art. 2).
The Legislative Auditor is appointed by a Legislative Audit Com-
mittee and serves at the pleasure of the Legislature. He must be a
C.P.A. His staff consists of eight people, including one C.P.A. and
one clerical person. The Division conducts fiscal audits of state
agencies and the reports become public records after approval by
the Legislature. The Legislative Auditor is not assigned any other
duties.
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Arizona. By statute post audit responsibilities are delegated to
the Auditor General who is appointed by the Joint Legislative
Budget Committee and serves at its pleasure (Rev. Sts., Title 41 c.
7, art. 10.1). He must be a C.P.A. He has three CJP.A.s on his
professional staff of thirty, in addition to three clerical employees.

The statute requires the Auditor General to conduct only fiscal
post audits of state agencies, counties, cities, special districts and
school districts. However, he has indicated a desire to move in the
direction of performance post audits.

Arkansas. The Legislative Auditor heads the Division of Legisla-
tive Audit which was created by statute (Sts., Title 13, c. 15). He
is appointed by the Joint Legislative Budget Committee and can be
removed only for cause. He must be a C.P.A. with at least five
years experience. He has a professional staff of 59 with seven
C.P.A.s and a clerical staff of twelve. Fiscal audits of state agencies
are required by law and there is no activity beyond this. His
reports are public records.

Georgia. The State Auditor is the head of the Department of
Audits, which was established by statute (Code, Title 40, Part VII,
c. 18). The State Auditor is appointed by the Legislature and
serves at its pleasure. He must be a C.P.A. with at least five years
experience in state auditing. He is also required to be a member of
ten State Authorities and to design and install accounting systems.

There are four C.P.A.s on his professional staff of 28 employees.
Twelve clerical workers are authorized. The statute requires only
fiscal post audits of state agencies. However, there appears to be
some desire to expand the staff to permit performance post audits.
The reports are public records.

Idaho. The 1970 Idaho Legislature transferred the post audit
responsibility from the Executive Department to the Legislature
(Code, Title 67, c. 4, s. 432 et seq.). It created the Office of the
Legislative Auditor who is responsible for both financial and per-
formance audits of state agencies. The Legislative Auditor is
appointed for a term of six years by the Legislative Budget and
Fiscal Committee. His staff is comprised of the personnel ot the
dissolved executive bureau. The professional staff of nine includes
one C.P.A.

Idaho also has an elected State Auditor, who does not perform
post audit functions.
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Kentucky. The Legislative Audit Committee was created by
legislative statute (Rev. Sts., Title 11, c.6, s. 360, et seq.). It
appoints the Legislative Auditor who serves at the pleasure of the
committee. He must have twenty-four hours of course work in
accounting and be a C.P.A. His professional staff of five has one
C.P.A. and one clerical worker. His office was established to assist
the overall audit function. It makes only occasional fiscal audits of
state agencies for the Legislature. His staff is inadequate for much
more activity. He is also a member of the Legislative Research
Commission.

Maine. The State Department of Audit is headed by the State
Auditor who is appointed by the Legislature for a four-year term
(Rev. Sts., Title 5, c. 11). He must be a C.P.A. or possess satis-
factory substitute experience. His professional staff of 35 includes
eight registered public accountants and there are three clerks. He
has legal responsibility for fiscal audits of state agencies, counties,
cities, special districts and school districts. In respect to audits of
the latter four governmental units, the Auditor may engage public
accounting firms. A few performance audits have been attempted.
However, a limited staff precludes any substantial efforts in this
direction. The State Auditor is also responsible for the installation
of accounting systems for the state and local governments. The
Department’s reports are made public.

Mississippi. In 1970, the House of Representatives by a House
Resolution created a House Post Audit Department (H.R. 105,
Regular Session, 1970). This development was spurred by the
change from biennial to limited annual sessions which made it
imperative “that the House of Representatives establish sufficient
committees and departments to provide the necessary staff and
facilities to insure that the responsibilities of the House of Repre-
sentatives are performed in a business-like manner.”

The Director of the Department must be a C.P.A. and he is
appointed by and serves at the pleasure of the House Legislative
Management Committee, composed of the Speaker and four other
legislators. The Director is charged with making post audits of
every agency of the state to insure that funds appropriated or
authorized by the Legislature are spent legally and in compliance
with legislative intent. The resolution contains a provision that
could be construed as authorizing a performance post audit.
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Nevada. The Fiscal Analyst who heads the Fiscal and Audit
Division in the Legislative Counsel Bureau performs some minimal
functions as a legislative auditor (Rev. Sts., Title 17, c. 218, s. 740,
et seq.). He is appointed by the Legislative Commission and serves
at its pleasure. The law stipulates that he be a C.P.A. and possess
public accounting experience. He has one clerical worker and three
C.P.A.s on his professional staff of ten. He does not go beyond the
legal requirement of performing fiscal post audits of state agencies.
His other duty is to advise the Legislature on fiscal matters. The
unit’s reports are made public.

New Hampshire. In this state, audit responsibilities have been
assigned to the Office of the Legislative Budget Assistant which
was created by statute (Rev. Sts., c. 14, s. 30 et seq.). The
Legislative Budget Assistant is appointed by the Fiscal Committee
and he may be removed only for cause. No qualifications are
specified. His professional staff of 11 does not include a C.P.A. He
is obliged by law to make fiscal and performance audits of state
agencies. However, only two performance audits have been com-
pleted to date. He also is required to prepare the state budget and
to assist the Legislature. His reports are made public.

New Jersey. The authority for the Office of the State Auditor
rests on both constitutional and statutory provisions (Const., Art.
VII., s. 1, par. 6; Sts., Title 52, c. 24, art. 1). It is headed by the
State Auditor who is appointed by the Legislature for a term of
five years. No qualifications are specified in the statute. His profes-
sional staff of 45 includes two C.P.A.s and there are three clerical
workers. He is charged with conducting fiscal and performance
post audits of state agencies. However, there is a need for a larger
and more capable staff to adequately conduct the performance
post audits. No outside duties are imposed on the State Auditor
and his reports are made public.

Oklahoma. In 1969, the Legislature in a reorganization of legis-
lative service agencies repealed the statute that created the Legisla-
tive Audit Committee and the Office of the Legislative Auditor in
1951 and transferred the post audit function to the Division of

Fiscal Services (Laws of 1969, c. 162, s. 21).

During this entire period, the Office was provided a very small
staff and no comprehensive audits of any kind were undertaken.
Most of the work that was performed was very short term in scope
and undertaken at the direction of the Committee.
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Budget authorizations in the new Division provide for a total of
three professional employees and two secretaries to implement post
audit.

Rhode Island. By statute, the Finance Committee of the House
of Representatives is directed to annually provide for a complete
post audit of the financial transactions and accounts of state
agencies (G.L., Title 35, c. 7, s. 10 et seq.). The Committee is
authorized to hire one or more C.P.A.s or their equivalent to
conduct the post audits. The accountant(s) shall be entirely inde-
pendent of the state administration. He reports to the Committee
and his findings are made public. In a sense, he is functioning as a
legislative auditor. However, no performance post audits are under-
taken at the present time.

South Dakota. The Auditor General is in charge of the Depart-
ment of Audits and Accounts which was established by legislative
enactment (Code, c. 55, s. 29 et seq.). He is appointed by the
Legislature for an eight-year term. The statute does not specify any
qualifications for this position. Of a professional staff of 28 per-
sons, four are certified as C.P.A.s. The clerical staff totals five
persons. The Auditor is required to audit state agencies, counties,
cities, special districts and school districts.

The statute does not spell out the types of audits to be
conducted. In practice, the Auditor concentrates on fiscal post
audits with some suggestions for management improvement. A lack
of resources prohibits an extension of his work into performance
post audits. He does not have any other duties. His reports are
made public.

Tennessee. By law, the Comptroller of the Treasury who heads
the Department of Audit exercises legislative audit responsibilities
(Code, Title 4, c. 3, s. 332 et seq.; Title 8, c. 4, s. 408 et seq.). He
is appointed by the Legislature for a two-year term. The statute
omits any specific or professional qualifications for the post. His
staff has three C.P.A.s among its 76 professional and nine clerical
employees. The statute requires that the Comptroller conduct fiscal
and legal post audits of state agencies, counties, special districts
and school districts. No performance post audits are made.

Virginia. The undertaking of audits by a legislative service
officer is authorized by both constitutional and statutory pro-
visions (Const., Art. 82; Code, Title 2.1, c. 13, s. 153 et seq.). The
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Auditor, called the Auditor of Public Accounts, serves at the
pleasure of the Legislature. No qualifications are specified for the
position. Three C.P.A.s are numbered among the 85 member staff,
in addition to ten clerical employees.

Only fiscal post audits of state agencies are required by the
statute. However, audits of counties, cities and both special and
school districts may be conducted by the Auditor of Public Ac-
counts as determined by local option.

Tire Auditor is not obliged to perform other duties and his
reports are public documents, with the exception of internal audit
reports.

West Virginia. The Legislative Auditor is appointed by the Legis-
lature’s Joint Committee on Government and Finance and serves at
its pleasure (Code, c. 4, Art. 2, s. 1, et seq.). No qualifications are
specified for this position. There are no C.P.A.s on the professional
staff of twenty-two. Ten clerical employees are authorized.

Tire Legislative Auditor is primarily engaged in conducting fiscal
post audits of state agencies. However, there seems to be a desire
to do performance post audits if sufficient staff could be provided.
He is also required to provide information to the Senate and the
House.

There appears to be only one instance wherein the legislative
action setting up a legislative auditor system has been subject to
constitutional attack. In 1968, in the case of Harold G. Thompson.
Auditor. State of New Mexico, Petitioner vs. The Legislative Audit
Commission, 79 N.M. 693, the Supreme Court of New Mexico
made permanent a writ of mandamus which challenged the validity
of a statute which removed duties implicit in the Otfice of the
State Auditor. Tire Court declared the statute unconstitutional
even though the State Auditor’s duties were not expressly enumer-
ated in the constitution.

The 1965 statute did not seek to eliminate the State Auditor,

rather, it provided for a transfer from the State Auditor to the
Legislative Audit Commission of all equipment, supplies, records,
and any other property or things held by him in his otticial
capacity (Sts., c. 4, Art. 24). A later section of the statute spelled
out the intent of the Legislature to the effect that the State

Judicial Review
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Auditor shall continue his duties until January 1, 1967, and after
that date the salary of the State Auditor shall be reduced to the
sum of $ 1.00 per year.

The Court reviewed an earlier case, Tones vs. Grant, 63 N.M
106 (1967) which also concerned the State Auditor. In that case
although not used as the basis of its decision, the Court stated:

Of course the legislature cannot abolish a constitutional office
nor deprive the office of a single prescribed constitutional duty.
Nor can this be done by indirection, such as depriving him of all
statutory duties, thereby leaving the office in name only, an
empty shell

The Court held this statement to be directly applicable in the
Thompson case. In addition, the Court cited several cases almost
directly in point which attempted to abolish a constitutional office
by indirection. (Hudson vs. Kelly, 76 Ariz. 255; Wright vs. Calla-
han, 61 Ida. 1967; American Legion Post No. 279 vs. Barrett, 371
111. 78).

However, it is also material to this report to consider the further
remarks of the New Mexico court in the Thompson case:

We recognize, as pointed out by the respondents, the
desirability of the modern approach by which the legislature
designates its own auditor to perform the post-audit function;
thus, in essence, that the legislature having appropriated the funds,
it should have its own official to report to it with respect to how
the funds are expended. We find no fault with such a concept,
provided it can be achieved without violating the constitution. We
would here note that an effort was made to abolish the office of
State Auditor as an elective official by amending the constitution.
Sess. L. 1961 at 856. However, such effort was unsuccessful as the
proposal was defeated, thus showing that people were not willing
to allow their “watch dog” representative to be eliminated. So to
sanction the legislative repeal of the office would not only thwart
the constitutional provision but would circumvent the will of the
people as expressed at the ballot box.

Other Developments

In addition to the above states which have indicated a legislative
audit process of varying degrees and scope, several other juris-
dictions are currently considering the adoption of this new fiscal
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technique. Advocates of legislative post audit in these states em-
phasize that such a procedure would substantially strengthen the
Legislature’s ability to carry out its growing responsibilities in the
financial affairs of state government.

Kansas. In September 1969, a proposed study to consider the
advisability and necessity of establishing a legislative post audit
service was adopted by the Legislative Council and referred to the
Committee on Legislative Budget (Proposal No. 20). That com-
mittee after investigation and study concluded that post auditing is
most properly a responsibility of the Legislature and, consequently,
should be within the supervision of that branch of the government.
The Legislative Council agreed and House Bill 1938 was introduced
in the 1970 session to carry out the Council’s recommendations.
The bill died in the House Committee on Ways and Means. This
result may have been partly due to the adoption by the 1970
Legislature of a proposed constitutional amendment to revise the
Executive Article, including abolition of the constitutional office
of State Auditor. 1

The constitutional amendment was approved by the voters in
November 1970 (the Office of State Auditor which had post audit
functions was abolished), and the Legislative Council will resubmit
the Legislative Auditor proposal in the 1971 session.

In brief, the bill:

1. Establishes the division of post audit within the legislative
branch of government, the division to be headed by the post
auditor.

2. Creates a 10-member Legislative Post Audit Committee to
be responsible for supervision of state post auditing services.
That Committee shall consist of five Senators (President Pro
Tern, Majority Leader, Minority Leader, Chairman of the Ways
and Means Committee, and a minority member of the Ways and
Means Committee to be selected by the Minority Leader), and
five Representatives (the Speaker and four others comparable to
the Senate members listed above). Tire vice-chairmen of the
Ways and Means Committees shall be alternate members to serve
in the absence of the Chairmen of those Committees.

1 Kansas Legislative Council, 1970 Report & Recommendations , Part I, December 10.
1970, p. 260.
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engaged in post auditing of state agencies from the State Au-
ditor to the division of post audit.

4. Gives the Legislative Post Audit Committee authority to
(a) appoint the post auditor for a term of four years and (b)
direct the making of such program audits as may be necessary or
desirable, in addition to financial audits which are required
annually. Under supervision of that Committee, the division of
post audit would audit all state agencies, institutions, and instru-
mentalities.

5. Provides that the Governor or any member of the legisla-
ture may request a special audit of a state agency, which shall
be made upon approval of the Legislative Post Audit Committee.

6. Requires that copies of annual audit reports shall be fur-
nished to the Governor, state budget director, state controller,
the state agency concerned, and members of the Post Audit
Committee.
Ohio. The Ohio Chapter of The Institute of Internal Auditors,

Inc., has prepared a draft proposal for a constitutional amendment
to provide for an Auditor General to be appointed by, and res-
ponsible to, the Ohio State Legislature. It is proposed that he have
a term of office of eight years and that the scope of his function
include performance post auditing.

At the present time, the draft proposal is being circulated among
the members of the Institute for their comments.

Pennsylvania. In 1968, an amendment to the Constitution stipu-
lated that all state departments and agencies be audited in accor-
dance with generally accepted auditing standards (Art. VIII, s. 10).
The document had been silent on this subject. To implement this
provision, the Joint State Government Commission of the General
Assembly proposed legislation in 1969 to create a Legislative Audit
Advisory Commission to examine auditing standards and recom-
mend measures for the improvement of both pre and post auditing
functions (House, No. 1355). The legislation also proposed that the
Auditor General, who is elected by popular vote, be the adminis-
trative officer of the Commission. Indications are that the Legisla-
ture rejected this scheme.

Under the aforementioned plan the Legislature would not have
the services of an Auditor of its own choosing. As a consequence,

3. Transfers the state post audit function and employees
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the Legislature is investigating the feasibility of a Legislative Au-
ditor system.

At the federal level, the General Accounting Office (GAO),
which conducts post audits among other duties, is basically a
legislative agency and reports to the Congress. Although its head,
the Comptroller General, is appointed by the President for a term
of fifteen years, the GAO conducts its audit work as an inde-
pendent part of the legislative branch. The 1969 report of the
Comptroller General notes that the office gives primary attention
to the activities of the Executive branch that are known or
thought to be of direct interest to the Congress, its committees,
and its members. In fiscal 1969, the GAO issued 1,023 audit
reports, covering almost every activity of the federal government.
Overall, it conducted 1,956 audits and reviews in the United States
and 45 other countries.

Among other activities, the GAO personnel assisted the Congress
by testifying before congressional committees, by aiding congres-
sional committees and subcommittees, and by preparing reports for
committee chairmen on pending bills.

For fiscal 1969 the operating expenses of the GAO were $59.9
million. Salaries and other personnel costs accounted for $53.3
million of this amount. The staff increased by 234 persons in that
fiscal year and at the end of the year totaled 4,544 employees.
During the last ten years the total staff has decreased by 659
persons. However, in the same period the professional accounting
and auditing staff has increased by 871 to 2,663. This staff
includes 454 members with the CPA certificate and 88 members
who have passed the examination and are presently satisfying their
experience requirement.

The GAO assists the management of Executive departments and
agencies by (a) performing audit work and reporting on findings
and recommendaitons to agency officials; (b) cooperating in the
development of improved financial management systems; (c) pro-
mulgating accounting principles, standards and policies; and (d)
furnishing consulting advice in acquiring and using automatic data
processing systems. The head of each Executive agency is charged
by statute with creating and maintaining adequate accounting and

Activities of the General Accounting Office



HOUSE - No. 60561971] 55

financial management systems. The former has to be approved by
the Comptroller General. 1 In financial management, the GAO aids
in the development and review of statements of principles and
standards in order to provide a basis for a detailed systems design
for each agency.

The design of accounting systems for federal agencies is affected
by the need to classify data in order to accommodate the rapidly
expanding use of planning-programming-budgeting systems (PPBS).
This system is substantially based on the use of program budgets
and post audits that are managerial in nature and do not merely
check the legitimacy and actuality of expenditures. Properly de-
veloped and classified financial information along the lines of PPBS
classification is required if PPBS is to be effective. In developing
this function, and at the same time carrying out its statutory audit
responsibilities, the GAO emphasizes the use of internal auditing
by departments and agencies. It stands ready to review the internal
auditing system of any department or agency that so desires. If it
finds the system effective, the GAO can accept it in lieu of making
its own post audit.

Chapter IV. Performance Post Audits and Program Budgets

General Considerations

A meaningful performance post audit by a State Legislature
requires the cooperation of the Executive Department. It is essen-
tial that the executive budget be submitted in the form of a
program budget, either as an addition to or a replacement of the
traditional line item budget. Likewise, the administrators of the
program budget and its subprograms should develop the standards
whereby the performances are to be evaluated. This is not un-
sound, for the administrators should have the best knowledge and
expertise for this task. However, the views and needs of the
Legislature must be considered. Moreover, the Legislative Auditor
will as a practical matter review the standards prior to accepting
them. He will want to know how the standards relate to program
objectives and how they reveal that an objective has been attained.

1 By June 30, 1969, out of 142 civil and international department and agency account-
ing systems subject to approval, the accounting systems of 66 organizational entities had
been approved. Annual Report of the Comptroller General, Washington, D.C., 1969, p. 58.
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The activities in a program budget are not to be considered as
permanent and unchanging. They are integrations of organized and
related inputs that are combined to accomplish the specific ob-
jective of each activity. The activity is subject to adjustment and
substantial change. In addition, the objective can be modified or
eliminated as circumstances indicate. However, any grouping of
activities that are intended for more than one objective is dis-
couraged. Such a practice would indicate that a program has not
been adequately and/or clearly organized as to its content and its
objectives. Or, it can mean that the activities that have been
designated to carry out the program have not been clearly identi-
fied and selected.

As has been mentioned earlier in this report, the pressures of the
federal government’s grant and reimbursement policies are un-
doubtedly having an effect on the states’ budget and audit pro-
cedures. This influence will continue to grow as existing federal
practices expand. The program budget is part of this influence. 1

To provide for this and future developments a staff member of the
United States Bureau of the Budget 2 suggests that a budget staff
should be moving beyond the control level (accountants) and
management stage (administrators) and into the planning stage
which will require the services of specialists and other technicians.
A similar view is expressed by another authority in respect to the
development of state budgets:

Program Budgets

The distinguishing stages of the development, I suggest, would
be four in number, to which I would arbitrarily assign the names
(a) accounting control stage; (b) budgetary control stage; (c) pro-
gram budgeting stage; and (d) systems stage. . . .1 would suggest

’he milestones in the development of the federal budget system are
a) The Budget and Accounting Act of 1921

) Transfer of the Bureau of the Budget to the Executive Office of the President by
executive order in 1939

c) Government Corporation Control Act of 1945
d) The Budget and Accounting Procedures Act of 1950
e) Cost based budgets and accrual accounting under Public Law 84-863 of 1956

Installation of planning-programming-budgeting systems in 1965 by Presidential
memorandum

;) Report and Recommendations of the President’s Commission on Budget Con-
cepts, October 7, 1967

2 Allen Schick, The Road toPPB: The Stages ofBudget Reform, Public Administrate
Review, December, 1966, pp. 243ff.
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that sparsely populated states like Wyoming, Alaska and Montana
are probably still in the accounting control stage; that the bulk of
the states are now in the budgetary control stage; that a few large
states like Michigan, Wisconsin, and Ohio are in the program
budgeting stage; and that only New York and California can be
said to be approaching the systems stage. l

By 1969, almost one-half of the states in the nation had started
to use some type of Planning, Programming, Budgeting System
(PPBS). Twenty-three states have indicated that such systems were
being set up. Sixteen additional states have plans to use this format
in the future. More and more states have recognized that PPBS is
an efficient tool to aid in its decision-making. The reported prob-
lem areas are a shortage of personnel trained in the systems and
some resistance to change. However, more and more of the states
with legislative post audits are moving into performance auditing.
This is a logical development of PPBS in that it provides a review
of performance by program.

The program budget, unlike the line item budget, is a manage-
ment process. It is not usable when the functions of a program are
fragmented between several agencies. Such dispersion prevents the
examination of a function as a single unit. A program budget
requires the unification of the parts of a program under a single
agency. This will permit both the administrator and the legislator
to view the function in its entirety. It enables them to take an
objective look at the function in regard to its efficiency in attain-
ing its objective. Furthermore, it permits a reevaluation of the
objective and allows for a consideration of alternative functions
that might be better used for its attainment.

The program budget is not necessarily an annual budget; it
recognizes that many budget activities have to be carried out over
longer periods of time. The acceptance of the program budget has
been slow. The philosophy of the annual (line-item) budget is still
widely accepted in many state and local governments. However,
the competition for available resources is forcing a realization that
it is in and about specific activities that the binding decisions of
budgeting must be made.

1 Robert Bronstein, Management and The Executive Budget Function , National A
ciation of State Budget Officers, Council of State Governments. Lexington, Kv. 1969 nLexington, Ky. 1969, p
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The program budget results in an overall rearrangement of the
line-item budget. All unassigned or miscellaneous items of appropri-
ation are eliminated. The program budget assigns responsibility for
all expenditures of government money to specific activities (a
subprogram) which are charged with accomplishing determined
goals.

Among other advantages, a program budget ferrets out unneces-
sary agencies, boards and commissions. It also will show if there is
a need for the consolidation of some activities and the creation of
new ones. The program budget is designed to make each appropri-
ation classification a grouping of self-contained activities. This
process permits financial rearrangements within an activity without
cutting across two or more appropriations. It also permits the
development of representative and usable estimates of the require-
ments of specific activities.

The worth of an activity should be based on the anticipated
results, not on the assets required. Also, a program budget should
not exclude revenue received from the federal government. How-
ever, the question of how to treat these grants-in-aid in a program
budget cannot be easily answered, especially if more than mini-
mum restrictions are attached. It would be helpful if the federal
distributions distinguished between current and capital expenses,
and allowed a state enough flexibility in its use of them to further
stimulate the use of a program budget.

Although the proper format of the budget document should not
be minimized, a more basic advantage of program budgeting is
found in its adaptability for the making of changes in planning and
executing the activities decided upon. Anything else would be
unrealistic and derogate from the substantive objective of program
budgeting, even though the document itself might well be shaped
in its required form. All miscellaneous items and undistributed
expenses must be reworked into an irreducible minimum. All other
expenditures will be the responsibility of individual activities.

The false fears of the “computer revolution” should not be
revived against the program budget. In fact, the informational
needs of all levels of government at the present time and also the
needs of the program budget process require the availability of
adequate data processing equipment. Moreover, the availability ol
such information for a program budget permits the making ot
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comparisons between different programs and between similar pro-
grams that are being operated in different agencies. In this context,
the program budget permits a reexamination of entire functions,
not merely of the increments thereto. It also permits an evaluation
of proposed functions. Both of these determinations should be
done on the assumption that they may involve one or more years
for their operation and that measurements of costs and benefits
will have to be developed as sufficiently as possible. The standards
and the measurements pinpoint the desired and/or expected ac-
complishments for each program.

The program budget offers a new approach for officials of the
executive branch, legislators and the general public. With this
method, the Legislature and the Budget Bureau have less concern
for detail about potential expenditures. The Legislature would
examine the end results. As in the past, the Governor is responsible
for justifying the selection made, just as it is his task to solve the
many problems of definition and formulation that will always
exist, particularly at the outset and within the departments and
agencies as they make up their individual budgets. It is in these
sub-areas that the battle for public and legislative acceptance of a
total program budget will be decided. It cannot be advocated for
its simplicity.

The main advantage of a program budget is that it is largely a
technique for planning. It aids the Legislature and the Chief Exec-
utive in allocating funds between competing claims. It is not a
device to implement an agency’s plans.

The use of a program budget will not be realistic if it is viewed
merely as a technical tool. Its implications for politics and policy
cannot be disregarded or hidden.

The limited experience of the State of California in the use of
the program budget is indicated in the following remarks and
related observations of the Auditor General in a report to the Joint
Legislative Audit Committee:

For the first time in California the official Governor’s Budget
(for 1969-70) is presented by programs. In addition, the Depart-
ment of Finance has prepared a tradition:! 1 line-item budget as a
supplemental document. The Budget Act has been prepared to
agree with the traditional line-item budget rather than the new
program budget. This dual reporting has created confusion con-
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cerning the budgetary process. Because of this, we have made a
brief review of the budgetary process from an accountant’s view-
point.

We believe that the program budget format is practical and
feasible. It will take some time before all state agencies can
develop management information systems, including cost account-
ing, that will enable them to submit reliable informaiton by
programs. A properly prepared program budget should give the
legislative and management agencies more and better information
from which they can plan and decide how best to use the state’s
limited resources.

We believe that the basic line-item data should be included in
the program budget to show the legislature how a program is going
to be accomplished but that the Budget Act and administrative
controls should be by programs. 1

As program budgeting is adopted in more states, the necessity of
the performance post audit will become more understandable and
accepted. It is the vehicle that will review and test the adequacy
and desirability of existing and potential programs.2

The success of a performance post audit system will be deter-
mined in large measure by the Legislature’s ability to clearly
establish its intent in respect to the various programs for which an
appropriation is made. This assumes the development of levels of
performance for the end result of a program. Also relevant and
reasonable standards to measure the performance must be applied.
The difficulties in such assessment have been cited by the State
Auditor of Texas in a recent report of his agency:

While we have a knowledge of handling data, it is not yet
generally known how to measure much of the work of government
in terms of overall performance. That is, aside from financial data,

Legislative Influence

1 Program Budgeting Compared with Line-Item Budgeting for a State Agency, Office of
the Auditor General, State of California, May 22, 1969.

2 Planning-Programming-Budgeting Systems for State and Local Governments, by Ernst
and Ernst for Central 'Budget Agency, Planning and Community Affairs Agency, State of
Washington, February 14-15, 1968; Robert D. He\\, Planning-Programming-Budgeting Sys-
tems for State Governments. . .How PPBS Relates to Performance Audit, Council of State
Governments, et als, October 16, 1969.
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what information, if accumulated, would gauge performance and
thereby serve to optimize management information and action in
receiving the maximum value for resources invested. 1

The objectives, the level of performance and the measurement
criteria must be clearly set out so as to inform administrators
rather than handcuff them. At the same time the availability of
such guides does not mean that the Legislative Auditor must solve
the problems that come to his attention. This, of course, is desir-
able, but the discovery of situations that can be improved is
valuable in and of itself. The Legislative Auditor must resist any
urge to impose his views on the administrators of the Executive
branch. He neither makes nor enforces policy. Also, he should
avoid any declarations that might be construed as second guessing
these administrators and, at least of equal importance, the Legis-
lature.

This same restraint must be conveyed by the Legislative Post
Auditor to the members of his staff. On this score, the remarks of
the Auditor General of Illinois are appropriate:

Each individual auditor. . .has an obligation to conduct himself
.. .in such a manner that he promotes the over-all constructive
objectives of the post-audit program. The surest way.. .to hurt the
program is to give agency personnel the impression that the au-
ditor is part of a ‘Gestapo’ or spy organization or that he will try
to pillory them for every small error in judgment or departure
from the statutes and regulations. While the audit reports must
include disclosure of any instances of wasteful procedures, im-
provident expenditures, ineffectual controls, and unbusinesslike
methods in carrying out programs, each auditor should not forget
that agency personnel are the individuals that will in most cases
have to take the necessary action to correct deficiencies and.. .to
place recommendations for improved procedures into effect. An
antagonistic attitude on the part of agency personnel, even with an
honest purpose behind such antagonism, may negate the best of
suggestions. If it can at all be avoided, agency personnel should
not be put into a defensive position where they may feel so
compelled to justify past actions that they are blinded to
positive aspects of an auditor’s recommendations. 2

AnnualReport of the State Auditor, Office of the State Auditor, Austin, Texas, 196
P-3.

2 Quoted in Biennial Report of the Joint Legislative Audit Committee, 1965-19littee, 1965-1966

State of California, pf
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Intergovernmental Personnel Act of 1970
The Intergovernmental Personnel Act of 1970 was enacted on

January 5, 1971 (P.L. 91-648). It recognizes that federal financial
and technical assistance to state and local governments for im-
proving their personnel administration is in the national interest.
To this end, the Act authorizes the United State Civil Service
Commission to make grants to a state for up to 75% of the cost of
suitable programs for strengthening personnel administration. Also,
the Act provides that on the request of a state or local government
technical assistance may be furnished to improve their systems of
personnel administration.

Title 111 of the Act authorizes the enrollment of state and local
government employees and officials in federal employee training
programs and also provides for Government Service Fellowships for
state and local government personnel. Title IV of the Act provides
for the temporary assignment of personnel between the federal
government and state and local governments and institutions of
higher education.

While sufficient time has not elapsed since the Act’s passage to
assemble data concerning its application to the units of state and
local governments, it would appear to be a vehicle for providing
training and assistance for the personnel in the offices of state
legislative auditors.

Chapter V. A Legislative Auditor for Massachusetts

This chapter discusses the more important topics that the Massa-
chusetts Legislature should consider relative to a Legislative Au-
ditor system and performance post audits.

The constitutionality of a legislative post audit system has never
been legally determined in Massachusetts. However, since neither
the Constitution nor statute vests post audit responsibilities in the
State Auditor, no legal impediment would seem to exist. Moreover,
since the State Auditor prepares only fiscal audits, the charge of
duplication is easily dismissed.

As this report has indicated, an effective performance audit is
conditioned on the use of program budgeting by the Executive

Constitutional and Related Developments
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branch. There are indications that a variation of PPBS in the form
of a Program Management System (PMS) may be instituted in
conjunction with the implementation of the Cabinet Reorgan-
ization Act.

Legislative Committee
Among the 31 jurisdictions where the legislative post audit

process is operative, state practices vary as to the committee or
other legislative unit which is designated to administer this activity.
Most states have created a separate and special committee, usually
called the Legislative Audit Committee. In some jurisdictions, both
budget and audit functions have been combined in a single com-
mittee. Less than a handful vest post audit responsibilities in a
Legislative Council. In a very limited number of states, the Rules
Committee or Management Committee or some “leadership” com-
mittee exercises control.

The preferred approach is the separate committee route. This
method enables the Legislature to determine policy for the Office
of the Auditor and through the committee which is free of other
duties to provide guidelines for the implementation of its policy.

By far, most states enumerate the powers and responsibilities of
the committee via statutory provisions. The following indicates the
more common provisions. l

1. Receive the reports of the Legislative Auditor and other
financial statements and determine what remedial measures, if
any, are needed.

2. Direct the Legislative Auditor to make such special studies
and investigations as the Committee deems needed.

3. Report to the Legislature at least annually.

The selection of the Legislative Auditor is, of course, of primary
importance. His ability will cut across all of the functions of the
operation of the legislative post audit. The Legislature may make
this selection itself or delegate it to the Committee.

The Legislative Auditor is responsible for the professional opera-
tion of the performance post audit. 2 His scope of authority is

Appointment of Legislative Auditor and Staff

1 Jack F. Isakoff, The Illinois Department of Audits, A Survey Preparedfor the Illinois
Budgetary Commission. Carbondale, Illinois, October 1, 1964,pp. 6-7.

2 W. Brooke Graves, The Legislative Auditor: His Powers and Duties, The Council of
State Governments, Chicago, 111., 1957.
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more often defined by statute. However, his powers for carrying
out his obligations should not be narrowly restricted. His personal
ability and integrity must be relied upon in the selection of the
actions that he undertakes. Also, he should not be charged with
budgetary analysis or preparation or any nonrelated duties.

The Legislative Auditor should possess professional expertise in
his job. Many states require a C.P.A. and some, in addition, state
that he must have substantial experience in government auditing
while in the field of private practice or have worked for a compar-
able Legislative Auditor’s Office with at least equal criteria for
employment and performance. This may be too restrictive. The
Legislative Auditor should be knowledgeable in accounting and
auditing, but he should also possess ability in the science of
management and the art of politics.

The staff of the Legislative Auditor should include C.P.A.s to
the extent that they are required and available appropriations
permit. However, the achievement of the goal of true performance
auditing requires supportive personnel with other relevant talents
and backgrounds, such as economists, personnel specialists, manage-
ment analysts and even engineers. The makeup of the staff of the
Legislative Auditor in Hawaii provides a good example;

Of our present technical staff of 15 persons, 10 have pursued
advanced studies, and they hold, collectively, one law degree and
seven masters’ degrees. Of six accountants, three are Certified
Public Accountants. The disciplines which they bring to the office
include majors in psychology, government, business administration,
accounting, sociology, social work, public health, economics, edu-
cation and mathematics. All of these disciplines add to the capabil-
ities and potential of our office. 1

Many states authorize the Legislative Auditor to hire his profes-
sional and clerical staff, subject to the applicable statutory provi-
sions and the rules of the Legislative Audit Committee. Some
states, however, do not develop the staff operation by hiring
personnel within the Office of the Legislative Auditor. The practice
in these jurisdictions is to restrict the number of personnel and
employ private C.P.A. firms to carry on the auditing work. This

1 Clinton T. Tanimuia, Legislative Auditor, State of Hawaii, at Legislative Seminar lor
Visiting Legislators from American Samoa, April 29, 1969,p. 5.
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has some advantages vis-a-vis the utilization of a staff. However, on
the other hand, the ability and interest of the private auditors in
carrying out a legislative performance post audit is open to justifi-
able speculation.

A meaningful performance post audit operation requires person-
nel who are familiar with automatic data processing systems. The
rapid availability of data that is useful to the Auditor and his staff
is essential. 1 Another goal is the elimination of duplicate collec-
tions of data by staff members which sometimes happens when
work assignments are not clearly specified.

The powers given to a Legislative Auditor are properly deter-
mined by the Legislature. Thus, in Massachusetts, this decision
would have to reflect a judgment on the scope and depth of his
office. A comprehensive allocation of powers would permit ex-
tensive examination and inspection of all books, records, state-
ments, documents and all financial transactions of every state
agency. The granting of the power of subpoena should not be
overlooked. Its presence can oftentimes be enough to prevent
frustration of the work of tire Legislative Auditor’s staff. Of
course, he or the Audit Committee would have to decide when
such power is to be invoked. Additionally, the Legislative Auditor
should be authorized to determine rules and regulations for ac-
counting and reporting procedures by the agencies. He also should
determine the periodicity of his audits. Major activities should be
audited on an annual basis. Less important activities can be audited
over longer cycles.

The Legislative Auditor will be most readily accepted and func-
tion best when his audits are objective, impartial and free from any
conflicts of interest. To that end, he should not be empowered to
make policy concerning any agency or to have the means for
enforcing his recommendations. He should be limited to bringing
his findings to the attention of the particular agency, the legislative
committee and the Chief Executive.

In the administration of his office, the Legislative Auditor

Powers of Legislative Auditor

1 An informative presentation on the use of automatic data processing in Texas is found
in Appendix G of the Annual Report to Budget Authorities, 1968-1969, Systems Division,
Office of the State Auditor, Austin, Texas.
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should recognize the advantages of allowing individual agencies to
exercise internal audit control over their functions. This permits
the Legislative Auditor to keep his staff to a smaller number. It
also permits the staff to concentrate on the important activities
and to develop the “performance” aspect of the audit. If such
internal control is allowed, it must be based on the Legislative
Auditor’s satisfaction with the audit procedures that an individual
agency has presented for his evaluation. His approval indicates that
the control procedures adequately provide for the safeguarding of
the assets of the agency, the correctness of its accounting informa-
tion, the efficiency of its operation, and adherence to the recom-
mendations of the Legislative Auditor. This allowance of internal
control does not relieve the Legislative Auditor of his duties and
responsibilities. Rather, it minimizes the amount of detail with
which he must be concerned. 1

A Legislative Auditor in Massachusetts must be provided with
independence. This goes beyond the payment of an adequate
salary. If he is appointed for a term, it should be long enough to
enable him to initiate and carry out his plans for the office. A
reappointment should be possible. In many states, his tenure is at
the will and pleasure of the Legislature; in two states he may be
removed only for misfeasance or malfeasance in office. _

If need be, his specific powers and duties may be clearly delin-
eated by rules and regulations of the controlling legislative com-
mittee in supplement of the relevant statutory provisions.

It is almost axiomatic that the Legislative Auditor be allowed to
perform his function without the drain of additional respon-
sibilities. He should not be obliged to be a member of other
committees or advisory groups. This is time consuming. Moreover,
his independence is jeopardized if he is thus put into situations
where possible conflicts of interest might exist.

Among the states in the legislative audit movement, the filing

1 Statement of Audit Policy of Joint Legislative Audit Committee, Appendix C, Bien-
nial Report of the Joint Legislative Audit Committee; 1964, State of California. This pub-
lication contains informative data on audit policy.
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and, in some instances, the distribution of reports by the Auditor
is generally governed by statute. However, in most jurisdictions,
the preparatory steps in finalizing the audit report are left to the
discretion of the Auditor.

As a general practice, the Auditor discusses his findings and
recommendations with the head of the agency before the report is
officially released. This procedure provides for an opportunity to
resolve, if possible, any areas of disagreement, controversies or
ambiguous situations that may have developed. Some states even
allow the agency to implement the Auditor’s recommendations
before the report is issued.

The Auditor officially files his report with the appropriate legis-
lative committee. In some states, the appropriations committees are
entitled to copies at the same time. Next, the report is usually
given to the entire Legislature and, thereafter, to the Governor and
other proper recipients. For a most productive consideration of the
report, it is advisable that it be filed early in the legislative session.
The report should contain all the recommendations that the Audit
Committee believes to be necessary for meeting its responsibilities.
For a good development of the form and content of the Audit
Report, the Manual of Guides of the Office of the Legislative
Auditor in Hawaii may be consulted. 1

1 The Auditor of the State of Hawaii, Manual ofGuides ofthe Office of the Legislative
Auditor, Report to Members of the Fourth State Legislature, Sec. A, pp. 30-33.
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