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State Auditor Agency Profile

www.auditor.state.mn.us

AT A GLANCE PURPOSE
o Oversees the finances of approximately 4,300 local The mission of the Office of the State Auditor is to oversee
governments. local government finances for Minnesota taxpayers by helping
e Completes approximately 150 financial and compliance to ensure financial integrity and accountability in local
audits, annually. governmental financial activities. Through this mission, the
Reviews approximately 500 single audit reports, annually. Office of the State Auditor contributes to the statewide
e Responds daily to inquiries on issues related to legal outcome of:
compliance from the public, local government officials and
employees, and policymakers. ¢ Efficient and accountable government services

e Reviews investment and financial reporting and
compliance of approximately 720 local public pension
plans.

e Maintains financial reporting database on local
government entities.

o Reviews expenditures and compliance of approximately
1,800 tax increment financing (TIF) districts.

e Supports service by the State Auditor on six state boards
and provides senior management to the Office of the State

Auditor.
e Investigates allegations of unlawful use of public funds
and property.
BUDGET
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The Office of the State Auditor is organized into seven divisions: Audit Practice, Government Information (GID), Legal/Special
Investigations (SI), Operations Management (OPM), Pension, Tax Increment Financing (TIF), and the Constitutional Office. There are
approximately 100 employees in seven offices, three worksites, and numerous client sites across the state. Prior to fiscal year 2014,
we were primarily funded by a General Fund Appropriation with the TIF Division being funded by a Statutory Appropriation. Audit fees
collected by the Audit Practice Division for auditing services were deposited in the General Fund as Non-dedicated Receipts.
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Starting with fiscal year 2014, the Audit Practice Division funds were moved to the State Auditor's Enterprise Fund. Audit fees
collected for auditing services are deposited in the Enterprise Fund and dedicated to paying for the cost of the related auditing services.

STRATEGIES
The Office of the State Auditor oversees more than $20 billion in annual spending by local governments by auditing local government

financial statements and reviewing documents, data, reports, and reported complaints. The financial information collected from local
governments is analyzed and serves as the basis of the statutory reports we issue.

Primary statutory citations regarding the State Auditor's office are in Chapter 6 of Minnesota Statutes.
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State Auditor Agency Expenditures Overview

(Dollars in Thousands)

Expenditures By Fund

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY13 FY14 FY15 FY16 FY17 FY16 FY17

1000 - General 8,204 8,253 1,817 2,379 2,123 2,123 2,439 2,335
2000 - Restricted Misc Special Rev 661 694 898 788 735 740 735 740
4650 - Audit Practice Enterprise Fund 0 0 6,420 6,735 6,905 6,951 6,905 6,951
Total 8,865 8,947 9,135 9,902 9,763 9,814 10,079 10,026

Biennial Change 1,225 541 1,069

Biennial % Change 7 3 6

Governor's Change from Base 528

Governor's % Change from Base 3
Expenditures by Program
Program: State Auditor 8,865 8,947 9,135 9,902 9,763 9,814 10,079 10,026
Total 8,865 8,947 9,135 9,902 9,763 9,814 10,079 10,026
Expenditures by Category
Compensation 7,784 7,686 7,917 8,563 8,687 8,687 8,843 8,896
Operating Expenses 1,010 1,061 1,169 1,081 1,028 1,045 1,188 1,048
Other Financial Transactions 68 195 48 248 48 80 48 80
Capital Outlay-Real Property 3 4 10 3 3
Total 8,865 8,947 9,135 9,902 9,763 9,814 10,079 10,026
Full-Time Equivalents 97.3 94.6 93.7 93.7 93.7 93.7 94.7 94.7
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State Auditor

1000 - General

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17
Balance Forward In 444 255
Direct Appropriation 8,647 8,639 2,072 2,123 2,123 2,123 2,439 2,335
Receipts 0 0
Net Transfers 0 0 0 0 0 0 0
Cancellations 0 831 0 0 0 0 0 0
Expenditures 8,204 8,253 1,817 2,379 2,123 2,123 2,439 2,335
Balance Forward Out 443 255
Biennial Change in Expenditures (12,260) 51 579
Biennial % Change in Expenditures (75) 1 14
Gov's Exp Change from Base 528
Gov's Exp % Change from Base 12
FTEs 91.6 88.1 22.0 22.0 22.0 22.0 23.0 23.0
2000 - Restricted Misc Special Rev
Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17
Balance Forward In 2,026 2,234 2,332 2,472 2,442 2,468 2,442 2,468
Receipts 53 66 364 58 61 61 61 61
Net Transfers 816 726 674 700 700 670 700 670
Expenditures 661 694 898 788 735 740 735 740
Balance Forward Out 2,234 2,331 2,472 2,442 2,468 2,459 2,468 2,459
Biennial Change in Expenditures 331 (2112) (211)
Biennial % Change in Expenditures 24 (23) (13)
Gov's Exp Change from Base 0
Gov's Exp % Change from Base 0
FTEs 5.7 6.5 6.2 6.2 6.2 6.2 6.2 6.2
4650 - Audit Practice Enterprise Fund
Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17
Balance Forward In 1,033 1,054 901 1,054 901
Receipts 0 0 7,453 6,756 6,752 6,752 6,752 6,752
Expenditures 0 0 6,420 6,735 6,905 6,951 6,905 6,951
Balance Forward Out 1,033 1,054 901 702 901 702
Biennial Change in Expenditures 13,155 701 701
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State Auditor Agency Financing by Fund

(Dollars in Thousands)

4650 - Audit Practice Enterprise Fund

Biennial % Change in Expenditures 5 5
Gov's Exp Change from Base 0
Gov's Exp % Change from Base 0
FTEs 0 65.4 65.5 65.5 65.5 65.5 65.5
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FY16-17 Biennial Budget Change Item
Change Item Title: Staff Retention

State Auditor

Fiscal Impact ($000s) | FY 2016 | FY 2017 | FY 2018 | FY 2019
General Fund
Expenditures 64 110 110 110
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 64 110 110 110
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends $64,000 in FY 2016 and $110,000 in FY 2017 to the Office of State Auditor for retaining staff. Eighty-
seven percent of the Office’s expenditures are related to salaries and benefits. Projected salary cost increases continue to put
pressure on the Office’s ability to retain current staff within the base budget, and current staff levels are essential to meet the Office’s
mission.

Rationale/Background:

The State Auditor oversees local government finances for Minnesota taxpayers by helping to ensure financial integrity and
accountability in local governmental financial activities. Eighty-seven percent (87%) of the Office’s general fund appropriation pays the
salaries and benefits of staff who review documents, data, issue reports, and review complaints relating to the finances of local
government entities, including counties, cities, school districts, townships, public pension funds, and special districts. Staff also
provides essential training and support to accounting staff in local governments to help them properly complete their financial reporting
requirements, establish proper internal controls to safeguard assets, and investigate reports of financial misfeasance, malfeasance and
nonfeasance by local government employees.

Projected increases in salary costs continue to put pressure on the Office’s ability to retain all essential staff. This request will allow the
Office of the State Auditor to retain the necessary qualified staff to meet the Office’s mission.

Proposal:
The proposed increase of $174,000 to the general fund appropriation for the 2016-17 biennium will be used to help pay salaries of
current staff. It will help the Office avoid reducing staff by approximately 2 full time equivalents (FTE).

Results:
Type of Measure Name of Measure Previous | Current Dates
Quality Local Governments Meeting Reporting 95.7% 92.0% 2012/2013
Requirements
Results CTAS Users Reporting with Exported Files 615 705 2012/2013
Quality Pension Plans Certified as Eligible to Receive 99.6% 99.6% 2012/2013
State Aid
Quantity Views of Pension Newsletter on Website 5,228 14,904 2012/2013
Quantity Views of Sample Bylaw Guides on Website 1,639 1,712 2012/2013
Quantity Views of Pension Statements of Position on 4,260 4,627 2012/2013
Website
Statutory Change(s):
Not applicable.
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FY16-17 Biennial Budget Change Item

State Auditor

Change Item Title: Technology Staffing

Fiscal Impact ($000s) | FY 2016 | FY 2017 | FY 2018 | FY 2019
General Fund
Expenditures 102 102 102 102
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 102 102 102 102
(Expenditures — Revenues)
FTEs 1.0 1.0 1.0 1.0
Recommendation:

The Governor recommends an increase of $102,000 in FY 2016 and $102,000 in FY 2017 to the Office of State Auditor's general fund
appropriation for a new programmer/database administrator and related computer equipment and program licenses.

Rationale/Background:

The State Auditor oversees local government finances for Minnesota taxpayers by helping to ensure financial integrity and
accountability in local governmental financial activities. The Office accomplishes this by electronically collecting and reviewing financial
information from over 4,000 local government entities, including counties, cities, townships, public pension funds, and special districts.
The Office also provides training and support to accounting staff in local governments to help them properly complete their reporting
requirements.

To accomplish the Office’s mission and meet the increasing demands on local government staff and State Auditor staff, the Office has
established electronic tools to collect and review financial information. Establishing more electronic processes would help the Office
accomplish its mission more efficiently and effectively, but the Office currently has only one staff person working directly on maintaining
existing tools and creating new tools. An additional programmer/database administrator position would facilitate the creation of
additional automated tools to make reporting more efficient for local governments and State Auditor staff.

Proposal:
The proposed increase of $204,000 for the 2016-17 biennium will pay the salary and benefits of a programmer/database administrator.
The funding will also pay for computer equipment and program licenses the administrator will need to perform their work.

The addition of a programmer/database administrator will accelerate the development of databases, interfaces, and automated
analysis processes. These tools will allow the Office to achieve its mission more efficiently and effectively on behalf of the taxpayers.

Results:
Type of Measure Name of Measure Previous | Current Dates
Quantity Actions performed in the State Auditor's Form | 88,194 86,778 2012/2013
Entry System
Results CTAS Users Reporting with Exported Files 615 705 2012/2013
Quality Local Governments Meeting Reporting | 95.7% 92.0% 2012/2013
Requirements
Quantity Views of Local Government Finance Reports | 63,211 57,883 2012/2013
on Website
Quantity Views of Comparison Tools on Website 11,820 11,910 2012/2013
Quality Pension Plans Certified as Eligible to Receive | 99.6% 99.6% 2012/2013
State Aid
State of Minnesota 7 2016-17 Biennial Budget
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Type of Measure Name of Measure Previous | Current Dates

Quantity Views of Pension Newsletter on Website 5,228 14,904 2012/2013

Quantity Views of Sample Bylaw Guides on Website 1,639 1,712 2012/2013

Quantity Views of Pension Statements of Position on | 4,260 4,627 2012/2013
Website

Quantity Views of Avoiding Pitfalls on Website 40,880 34,566 2012/2013

Quantity Views of Legal/SI Statements of Position on | 26,777 30,734 2012/2013
Website

Quantity Views of Investigative Reports and Review | 13,246 13,213 2012/2013
Letters on Website

Statutory Change(s):

Not applicable.

State of Minnesota
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FY16-17 Biennial Budget Change Item

State Auditor

Change Item Title: Infrastructure Stress Study

Fiscal Impact ($000s) | FY 2016 | FY 2017 | FY 2018 | FY 2019
General Fund
Expenditures 150 0 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 150 0 0 0
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends $150,000 in FY 2016 to the Office of the State Auditor to establish a system to collect information on the
current state of local government infrastructure in Minnesota. Local government infrastructure is a significant investment for the citizens
of Minnesota and understanding its current age and condition is a vital piece of information for local and state decision makers to
understand when making budget and policy decisions. This request represents a one-time appropriation of $150,000 for fiscal year
2016 to hire a consultant to determine what information should be collected, where it exists, and how to best collect this information on
an ongoing basis.

Rationale/Background:

The State Auditor oversees local government finances for Minnesota taxpayers by helping to ensure financial integrity and
accountability in local governmental financial activities. The building and maintaining of governmental infrastructure such as water and
sewer systems, roads, bridges, and drainage systems are a significant investment for local governments and the citizens of Minnesota.
Understanding the condition of these assets is important when making fiscal and policy decisions. Currently, there is no place where
citizens and policy makers can easily go to find this information.

Proposal:

The one-time appropriation of $150,000 for fiscal year 2016 will be used to hire a consultant who will identify where infrastructure
information can be obtained and determine the best way to collect and present this information on an on-going basis. The consultant
will work closely with existing staff that have extensive knowledge of current financial reporting requirements and the Office’s current
data collection capabilities.

Results:
Type of Measure Name of Measure Previous | Current Dates
Results Usefulness of data collected NA NA NA
Quality Ease of submitting data by local governments | NA NA NA
Quality Ease of accessing data by citizens and policy | NA NA NA
makers
Statutory Change(S):
Not applicable.
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State Auditor Budget Activity Narrative

Program:  State Auditor
Activity: Audit Practice

www.auditor.state.mn.us

AT A GLANCE PURPOSE & CONTEXT
e Conducts approximately 150 financial and legal We have the legal authority to act in the public’s best interest
compliance audits each year. in auditing local government finances, including counties, first-
e Reviews approximately 500 single audits each year. class cities, and other political subdivisions of the State. We
Conducts annual training for state and local government have the authority to audit local governments that we do not
accounting professionals on new auditing standards and audit annually if we determine that it is in the public’s best
accounting principles. interest. This unique capability instills in taxpayers and other

stakeholders confidence in local government finances. We are
funded by audit fees that are deposited into the State Auditor's
Enterprise Fund and are dedicated to pay for the cost of the
audit services we provide.

SERVICES PROVIDED

We provide the following services:

e Issue approximately 150 annual audit reports of counties, cities, entities associated with counties and cities, and other local
governments to provide transparency and accountability to taxpayers, the State of Minnesota, Federal agencies, and other
stakeholders;

e Provide professional, unbiased, objective assessments of whether public resources are reasonably managed, appropriately
reported, and administered in compliance with laws and regulations;

e Report on the fair presentation of local governments’ financial statements, comment on irregularities and deficiencies in local
governments' internal controls, identify issues of legal noncompliance, and recommend changes in local government accounting
practices and procedures;

e Use our experience to make the audit process as efficient and effective as possible for the audit clients;

e Provide Annual Training for the Office of State Auditor (OSA) audit staff to maintain a highly-trained staff, including state and local
government accounting professionals by invitation in one day of training on new accounting principles and financial compliance

issues; and
e  Provide technical accounting and auditing coordination to support the other divisions within the Office, promoting efficiency and
effectiveness.
RESULTS
Type of Measure Name of Measure Previous | Current Dates
Quality Peer Review Quality Standards Met. (See note 1.) | Yes Yes 2009/2012
Results Change in Average Billable Rate per Hour. (See 1.6% 3.5% 2012/2013
note 2.)
Quantity Change in Total Number of Audits Issued. 0 19 2012/2013
(See notes 3, 4,5.)
Quality Audits Issued Within 9 Months of Auditee Year- 78% 80% 2012/2013
End. (See notes 4, 5.)
Quality Audits Issued Within 12 Months of Auditee Year- 92% 93% 2012/2013
End. (See notes 4, 5.)
Results Available Training Slots Filled by State and 100% 100% 2012/2013
Local Government Accounting
Professionals. (See note 6.)
State of Minnesota 10 2016-17 Biennial Budget
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Notes:

1.

5.

6.

The OSA participates in the National State Auditor’'s Association Peer Review Program. Maintenance of an appropriate internal
quality control system is essential to performing effective audits that comply with professional standards. The results of the two
previous Peer Reviews concluded that the OSA met professional requirements. The Peer Review is performed every three years:
the Peer Reviews listed above were performed in 2009 and 2012.

The increase in the Average Billable Rate per Hour is a result of salary increases negotiated by the State of Minnesota with
bargaining units.

The increase in the number of audits issued in 2013 was primarily due to audits of Drug Task Forces performed on behalf of the
Minnesota Department of Public Safety.

For the three areas that refer to Audits Issued, “Previous” refers to audits issued during the 2012 calendar year and “Current”
refers to audits issued during the 2013 calendar year.

The Division's outcomes are largely qualitative in nature, and many measures are driven by uncontrollable factors such as the
abilities, resources, and preparedness of auditees.

The Available Training Slots refers to the Annual Training provided by the OSA.

The legal authority for the Office of the State Auditor is outlined below:
Minn. Const., art. 5, § 8 1 and 4 (Executive branch).

Minn. Stat. ch. 6 (State Auditor).

Minn. Stat. § 6.46 (Powers to State Auditor).

Minn. Stat. § 6.47 (Prescribes Accounting and Budgeting Systems).
Minn. Stat. § 471.68 (Audits of Counties).

Minn. Stat. § 6.495 (Audits of Public Pensions).

Minn. Stat. § 6.49 (Audits of 1st Class Cities).

Minn. Stat. § 6.50 (Audits of 2nd, 3rd and 4th Class Cities).

Minn. Stat. § 6.51 (Audits of Other Political Subdivisions).

Minn. Stat. § 6.515 (Audits of Federal Money).

Minn. Stat. § 6.54 (Petition Audits).

Minn. Stat. § 123B.77 (Sets Standards for School District Audits).

Minn. Stat. § 124D.10, subd. 8 (Audits of Charter Schools).

Minn. Stat. § 367.36 (Audits of Towns).

Minn. Stat. § 375.17 (Prescribes Form of County's Financial Statements).
Minn. Stat. § 412.02 (Prescribes Audit Standards for Towns).

Minn. Stat. § 412.591 (Prescribes Audit Standards for Cities).

Minn. Stat. § 465.719 (Audits for Corporations receiving Public Money).
Minn. Stat. § 469.100 (Compliance Examinations of Economic Development Authorities).
Minn. Stat. § 471.691 (Audits of 1st Class Cities).

Minn. Stat. § 471.6965 (Prescribes Financial Form for Cities).

Minn. Stat. § 471.699 (Penalty for Failure to Comply).

Minn. Stat. § 477A.017 (Prescribes Uniform Financial Accounting and Reporting Systems).
Minn. Stat. § 473.13 (Audits of Met Council).
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Budget Activity: Audit Practice Budget Activity Expenditures Overview

(Dollars in Thousands)

Expenditures By Fund

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY13 FY14 FY15 FY16 FY17 FY16 FY17
1000 - General 6,026 5,819 93 91 87 76 93 87
2000 - Restricted Misc Special Rev 48 58 49 61 61 61 61 61
4650 - Audit Practice Enterprise Fund 0 0 6,420 6,735 6,905 6,951 6,905 6,951
Total 6,074 5,877 6,562 6,887 7,053 7,088 7,059 7,099
Biennial Change 1,498 692 709
Biennial % Change 13 5 5
Governor's Change from Base 17
Governor's % Change from Base 0
Expenditures by Category
Compensation 5,467 5,305 5,849 6,156 6,316 6,345 6,322 6,356
Operating Expenses 540 529 667 685 691 697 691 697
Other Financial Transactions 66 43 46 46 46 46 46 46
Capital Outlay-Real Property 1 1 0
Total 6,074 5,877 6,562 6,887 7,053 7,088 7,059 7,099
Full-Time Equivalents 67.2 64.2 68.6 68.5 68.5 68.5 68.5 68.5
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Budget Activity: Audit Practice

1000 - General

Budget Activity Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17
Balance Forward In 78 4
Direct Appropriation 6,103 6,097 87 87 87 87 93 98
Receipts 0
Net Transfers 10 (11) (11)
Cancellations 356
Expenditures 6,026 5,819 93 91 87 76 93 87
Balance Forward Out 77 4
Biennial Change in Expenditures (11,661) (21) 4)
Biennial % Change in Expenditures (98) (11) 2)
Gov's Exp Change from Base 17
Gov's Exp % Change from Base 10
FTEs 67.0 64.0 2.9 2.9 2.9 2.9 2.9 2.9
2000 - Restricted Misc Special Rev
Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17
Balance Forward In 3 9 16 15 9 8 9 8
Receipts 53 66 48 55 60 60 60 60
Expenditures 48 58 49 61 61 61 61 61
Balance Forward Out 9 16 15 9 8 7 8 7
Biennial Change in Expenditures 12 12
Biennial % Change in Expenditures 3 11 11
Gov's Exp Change from Base 0
Gov's Exp % Change from Base
FTEs 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
4650 - Audit Practice Enterprise Fund
Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17
Balance Forward In 1,033 1,054 901 1,054 901
Receipts 0 0 7,453 6,756 6,752 6,752 6,752 6,752
Expenditures 0 0 6,420 6,735 6,905 6,951 6,905 6,951
Balance Forward Out 1,033 1,054 901 702 901 702
Biennial Change in Expenditures 13,155 701 701
Biennial % Change in Expenditures 5 5
Gov's Exp Change from Base 0
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o : : Budget Activity Financing by Fund
Budget Activity: Audit Practice

(Dollars in Thousands)

4650 - Audit Practice Enterprise Fund

Gov's Exp % Change from Base 0
FTEs 0 65.4 65.5 65.5 65.5 65.5 65.5
State of Minnesota 14 2016-17 Biennial Budget
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State Auditor Budget Activity Narrative

Program:
Activity:

State Auditor
Legal/Special Investigations

www.auditor.state.mn.us

AT A GLANCE

Provides legal expertise to all divisions within the Office.
Responds to inquiries on issues related to legal
compliance from the public, local government officials and
employees, and policymakers.

Annually publishes and updates the “Minnesota Legal
Compliance Audit Guide for Political Subdivisions.”
Publishes and updates Statements of Position to provide
guidance on legal compliance to local government officials
and employees, and other interested parties.

Investigates allegations of unlawful use of public funds
and property.

Provides training to help local government officials and
employees protect public assets.

PURPOSE & CONTEXT

We work to ensure that local government funds are used in
compliance with state law by over 4,300 units of local
government. Our work is relied upon by local governments,
members of the public, public- and private-sector auditors, law
enforcement, statewide local government associations, and
attorneys to obtain legal compliance in the use of local
government funds. We receive and respond to statutorily-
required reports of theft, embezzlement, and unlawful uses of
public funds or property involving local governments. We use
specialized financial investigative and legal expertise to
respond to questions and concerns. We meet our statutory
duty to publish a legal compliance audit guide for use in
auditing local governments. In addition, we support all
divisions within the Office by providing legal expertise and by
conducting legal reviews of all audits performed by the Audit
Practice Division. We are funded by a General Fund Direct
Appropriation.

SERVICES PROVIDED

We work to increase legal compliance in the use of local government funds by providing the following services:

Perform inquiries, reviews, and investigations initiated because of concerns that we receive, and provide recommendations to local

governments;

Respond to the statutorily-required reports of possible misuse of public funds to ensure that a thorough investigation has been
performed, appropriate referrals to law enforcement have been made, and internal control modifications have been implemented;
Provide targeted training on legal compliance and on the prevention and detection of fraud to local government officials and
employees, private and public sector auditors, and other interested parties;

Update and publish annually the Minnesota Legal Compliance Audit Guide for Political Subdivisions, which sets the current
minimum legal compliance procedures and scope for local government audits; and

Research, revise, and publish Statements of Position on a variety of topics related to local government finance and publish weekly
“Avoiding Pitfalls “items on issues we identify during audits, inquiries, reviews, and investigations.

RESULTS

Our work improves legal compliance and transparency in the use of local government funds, and serves as a deterrent against misuse
of public funds.

Type of Measure Name of Measure Previous | Current Dates

Quantity Views of “Avoiding Pitfalls” on Website 40,880 34,566 2012/2013

Quantity Views of Legal/Special Investigations 26,777 30,734 2012/2013
Statements of Position on Website

Quantity Views of Investigative Reports and Review 13,246 13,213 2012/2013
Letters on Website
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The legal authority for these activities is outlined below:

Minn. Const., art. 5, § 8 1 and 4 (Executive branch).

Minn. Stat. ch. 6 (State Auditor).

Minn. Stat. § 6.52 (Subpoena Power).

Minn. Stat. § 6.53 (Penalty for Failure to Cooperate with OSA).

Minn. Stat. § 6.65 (Legal Compliance Guide).

Minn. Stat. § 609.456 (Mandatory Reporting to OSA for Public Employees and Officials).
Minn. Stat. § 6.67 (Mandatory Reporting to OSA for Public Accountants).
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Budget Activity: Legal/Special Investigations Budget Activity Expenditures Overview

(Dollars in Thousands)

Expenditures By Fund

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY13 FY14 FY15 FY16 FY17 FY16 FY17
1000 - General 382 418 364 351 344 330 344 330
Total 382 418 364 351 344 330 344 330
Biennial Change (85) (41) (41)
Biennial % Change (11) (6) (6)
Governor's Change from Base 0
Governor's % Change from Base 0
Expenditures by Category
Compensation 339 344 326 311 304 289 304 289
Operating Expenses 43 75 38 39 40 41 40 41
Other Financial Transactions 0
Capital Outlay-Real Property 1
Total 382 418 364 351 344 330 344 330
Full-Time Equivalents 3.9 3.8 3.3 3.3 3.3 3.3 3.3 3.3
State of Minnesota 17 2016-17 Biennial Budget

January 27, 2015



o : Budget Activity Financing by Fund
Budget Activity: Legal/Special

Investigations (Dollars in Thousands)

1000 - General

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17

Balance Forward In 129 15
Direct Appropriation 511 511 404 435 435 435 435 435
Net Transfers (145) (25) (100) (91) (105) (91) (105)
Cancellations 76
Expenditures 382 418 364 351 344 330 344 330
Balance Forward Out 129 15

Biennial Change in Expenditures (85) (41) (41)

Biennial % Change in Expenditures (11) (6) (6)

Gov's Exp Change from Base 0

Gov's Exp % Change from Base 0
FTEs 3.9 3.8 3.3 3.3 3.3 3.3 3.3 3.3
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State Auditor Budget Activity Narrative

Program:  State Auditor
Activity: Government Information

www.auditor.state.mn.us

AT A GLANCE PURPOSE & CONTEXT
e Collects and reviews financial information on We are the sole source of comprehensive comparable financial
approximately 3,300 local governments. information from over 3,300 local governments used, among
e Issues 10 to 12 reports or special studies on local other things, to assist state and local policymakers with policy
government finances. and spending decisions that have a direct impact on the quality
e Issues Best Practices Reviews of local government of life in Minnesota and to help the public make informed
operations. decisions about its local government. We collect and analyze
e Certifies all cities eligible to receive Local Government local government financial data and publish regular reports
Aid. provided to the Legislature and to the public. We also conduct

Best Practices Reviews of local government operations. We
are funded by a General Fund Direct Appropriation.

SERVICES PROVIDED

We work with local governments to collect and analyze their financial information on a timely basis. We provide transparency of local
government finances through the following services:

Respond to local government financial questions;

Provide electronic reporting forms to improve accuracy and timeliness in statutorily-required reporting;

Provide on-demand online training to help local governments successfully complete electronic reporting forms;
Maintain, support, and train for the Small Cities and Towns Accounting System (CTAS) software used by over 1,300 small cities
and towns throughout Minnesota;

Prescribe the chart of accounts and reporting requirements for cities, towns, and special districts;

Maintain an extensive database of local government financial data;

Provide a user-friendly comparison tool of local government financial information;

Compile and issue 10 to 12 annual reports each year;

Prepare and compile customized data for use by legislative researchers and the media; and

Conduct special studies as requested by the Legislature.

RESULTS

Our work is a mature activity within the Office and stable performance measures are expected. Our ability to maintain or improve a
performance measure is largely influenced by the technical ability of local government financial staff to perform accounting duties and
to use technology such as computers, accounting software, and the Internet to meet their financial reporting requirements.

Type of Measure Name of Measure Previous | Current Dates

Quality Local Governments Meeting Reporting 95.7% 92.0% 2012/2013
Requirements

Quantity Views of Local Government Finance Reports | 63,211 57,883 2012/2013
on Website

Quantity Views of Comparison Tools on Website 11,820 11,910 2012/2013

Results CTAS Users Reporting with Exported Files 615 705 2012/2013
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The legal authority for these activities is outlined below:

Minn. Const., art. 5, § 8 1 and 4 (Executive branch).

Minn. Stat. ch. 6 (State Auditor).

Minn. Stat. § 6.74 (Collection of Local Government Data).

Minn. Stat. § 6.745 (Summary Budget reports).

Minn. Stat. § 6.475 (CTAS).

Minn. Stat. § 6.756 (Special Districts reports).

Minn. Stat. § 6.76 (Lobbying reports).

Minn. Stat. § 6.78 (Best Practice reports).

Minn. Stat. § 6.91 (Performance Measures reports).

Minn. Stat. § 471.697 (Cities, Towns, Municipal Hospitals and Nursing Homes, Liquor Stores and Public Utility Commissions Make
Financial Reports to OSA).

Minn. Stat. § 471.698 (Cities and Towns Make Financial Report to OSA).

Minn. Stat. § 471.6985 (Municipal Liquor Stores Report to OSA).

Minn. Stat. § 471.70 (Annual Reports to OSA of Municipalities’ Outstanding Obligations).
Minn. Stat. § 609.5315 (Forfeiture reports to OSA and OSA to Legislature).
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Budget Activity: Government Information Budget Activity Expenditures Overview

(Dollars in Thousands)

Expenditures By Fund

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY13 FY14 FY15 FY16 FY17 FY16 FY17
1000 - General 509 446 438 648 594 595 792 678
2000 - Restricted Misc Special Rev 0 0 244 55 0 5 0 5
Total 509 446 682 703 594 600 792 683
Biennial Change 429 (191) 90
Biennial % Change 45 (14) 7
Governor's Change from Base 281
Governor's % Change from Base 24
Expenditures by Category
Compensation 455 393 383 576 531 530 579 613
Operating Expenses 55 53 299 127 63 70 213 70
Other Financial Transactions 0
Capital Outlay-Real Property 0
Total 509 446 682 703 594 600 792 683
Full-Time Equivalents 6.7 6.4 5.7 5.7 5.7 5.7 5.7 5.7
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. Budget Activity Financing by Fund
Budget Activity: Government

Information (Dollars in Thousands)

1000 - General

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17

Balance Forward In 4 28
Direct Appropriation 513 513 526 544 544 544 742 627
Receipts 0
Net Transfers (60) 76 50 51 50 51
Cancellations 0 70 0 0 0 0 0 0
Expenditures 509 446 438 648 594 595 792 678
Balance Forward Out 4 28

Biennial Change in Expenditures 130 103 384

Biennial % Change in Expenditures 14 9 35

Gov's Exp Change from Base 281

Gov's Exp % Change from Base 24
FTEs 6.7 6.4 5.7 5.7 5.7 5.7 5.7 5.7
2000 - Restricted Misc Special Rev

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17

Balance Forward In 72 20 21 20 21
Receipts 0 0 316 3 1 1 1 1
Expenditures 0 0 244 55 0 5 0 5
Balance Forward Out 72 20 21 17 21 17

Biennial Change in Expenditures 299 (294) (294)

Biennial % Change in Expenditures (98) (98)

Gov's Exp Change from Base 0

Gov's Exp % Change from Base 0
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State Auditor Budget Activity Narrative

Program:  State Auditor
Activity: IS

www.auditor.state.mn.us

AT A GLANCE PURPOSE & CONTEXT
e Monitors approximately 720 local public pension plans We work to ensure compliance with State laws governing
with assets of nearly $460 million and membership of over administration, finances, investments, and pension benefits for
20,000. approximately 720 volunteer fire and other types of local public
e Issues two statutorily-required annual financial and pension plans in Minnesota. We are the sole source of
investment performance reports. comprehensive pension information used for comparison
e Certifies individual public pension plans for state aid purposes by pension plan boards and their associated
distributions totaling over $17 million. municipalities, and by the Legislature to make policy decisions

on these pension plans. We manage the reporting processes

for the entire local pension plan system, ensuring that
consistent approaches, methods, and investment rate-of-return calculations are used. The users of our services include pension plan
boards, plan members, municipal representatives, auditors, investment professionals, policy makers, and the public. We are funded by
a General Fund Direct Appropriation. Pension state aid is used to reduce the appropriation.

SERVICES PROVIDED

We promote the consistent interpretation and application of state laws and local pension plan bylaws by providing the following
services:

Monitor pension plan operations and the administration of pension benefits;

Collect and review annual reporting forms;

Issue Statements of Position, monthly newsletters, and legislative updates to inform and educate pension plan trustees;

Create and publish Sample Bylaw Guides and an annual Relevant Statutes booklet and summary to assist pension plans in

meeting statutory requirements;

o Convene the Volunteer Fire Relief Association Working Group annually bringing together stakeholders to identify and discuss
pressing pension issues and to suggest legislative changes; and

e Provide reports on pension plan finances, investments, and administration.

RESULTS

The degree of compliance of local public pension plans with State laws and local bylaws, as measured annually, is excellent, as
evidenced by the percentage of pension plans certified for fire state aid shown below.

Type of Measure Name of Measure Previous | Current Dates

Quality Pension Plans Certified as Eligible to Receive | 99.6% 99.6% 2012/2013
State Aid

Quantity Views of Pension Newsletter on Website 5,228 14,904 2012/2013

Quantity Views of Sample Bylaw Guides on Website 1,639 1,712 2012/2013

Quantity Views of Pension Statements of Position on 4,260 4,627 2012/2013
Website

Results Working Group Bill Signed into Law Yes Yes 2012/2013

The legal authority for these activities is outlined below:
Minn. Const., art. 5, 8§ 8 1 and 4 (Executive branch).
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Minn.
Minn.
Minn.
Minn.
Minn.
Minn.
Minn.
Minn.
Minn.
Minn.
Minn.

Stat. ch. 6 (State Auditor).

Stat. § 6.495 (Audits of Relief Associations).

Stat. § 6.496 (Provides Performance Results to Relief Associations).
Stat. 8 6.72 (Relief Associations Report to OSA).

Stat. § 356.219 (Public Pension Funds report).

Stat. 8§ 424A.091 (Determines Compliance to Financial Requirements by Relief Associations).
Stat. § 424A.092 (Determines Compliance to Financial Requirements by Relief Associations).
Stat. 8 424A.093 (Determines Compliance to Financial Requirements by Relief Associations).

Stat. § 424A.02 (Determines Compliance to Financial Requirements by Relief Associations).
Stat. § 424A.05 (Authority to Approve Correction of Erroneous Deposit.
Stat. § 471.6175 (OPEB Trust Reports to OSA).
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Budget Activity: Pension Budget Activity Expenditures Overview

(Dollars in Thousands)

Expenditures By Fund

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY13 FY14 FY15 FY16 FY17 FY16 FY17
1000 - General 387 408 415 476 483 467 493 483
Total 387 408 415 476 483 467 493 483
Biennial Change 96 59 85
Biennial % Change 12 7 10
Governor's Change from Base 26
Governor's % Change from Base 3
Expenditures by Category
Compensation 339 364 364 417 424 407 434 423
Operating Expenses 48 45 52 58 59 60 59 60
Other Financial Transactions 0 1
Capital Outlay-Real Property 0
Total 387 408 415 476 483 467 493 483
Eull-Time Equivalents 5.6 5.6 5.1 5.1 5.1 5.1 5.1 5.1
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Budget Activity: Pension

1000 - General

Budget Activity Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17

Balance Forward In 45 26
Direct Appropriation 432 432 441 494 494 494 504 510
Net Transfers (44) (11) (27) (112) (27)
Cancellations 69
Expenditures 387 408 415 476 483 467 493 483
Balance Forward Out 45 26

Biennial Change in Expenditures 96 59 85

Biennial % Change in Expenditures 12 7 10

Gov's Exp Change from Base 26

Gov's Exp % Change from Base 3
FTEs 5.6 5.6 5.1 5.1 5.1 5.4L 5.1 5.1
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State Auditor Budget Activity Narrative

Program:  State Auditor
Activity: Operations Management

www.auditor.state.mn.us

AT A GLANCE PURPOSE & CONTEXT
e Provides accounting services, facilities management, We support all activities within the Office by providing the
technology support, and human resources services for accounting, facilities management, technology support, and
approximately 100 employees in seven offices, three human resources services for all divisions. We are funded by
worksites, and numerous client sites. a General Fund Direct Appropriation. Costs related to the
e Hosts and maintains a website to increase transparency in Audit Practice enterprise fund are allocated directly to that
local government finances that serve an average of fund.

11,300 unique visitors each month.

e Maintains integrated databases for all divisions within the
Office.

o Modifies, collects, and processes electronic reporting
forms for the Office.

SERVICES PROVIDED

We support all divisions in the Office enabling each division to pursue identified strategies and to achieve desired results by providing
the following services:

Prepare and maintain the Office’s biennial budget;

Process payroll for approximately 100 employees;

Prepare purchase orders and pay invoices;

Bill for and deposit payments for audit services;

Maintain furniture and equipment inventory;

Coordinate the lease renewals for and maintenance of seven offices;

Manage all the technology needs of the Office;

Maintain an integrated database for all divisions;

Work with each division to collect, process, and improve electronic reporting forms;
Provide research and strategic planning support on technology issues;

Provide network and personal computer installation, support, and maintenance;
Purchase common network equipment;

Coordinate the hiring of employees;

Educate employees on benefit options; and

Work to ensure the Office is in compliance with state bargaining agreements.

RESULTS

We leverage technology to help the Office perform its work more effectively and efficiently.

Type of Measure Name of Measure Previous | Current Dates
Quantity Actions performed in the State Auditor's Form | 88,194 86,778 2012/2013
Entry System
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The legal authority for these activities is outlined below:

Minn. Const., art. 5, § 8 1 and 4 (Executive branch).

Minn. Stat. ch. 6 (State Auditor).

Minn. Stat. § 6.72 (Relief Associations Report to OSA).

Minn. Stat. § 469.175 (Electronic TIF Districts report to OSA).

Minn. Stat. § 6.496 (Provides Electronic Performance Results to Relief Associations).

Minn. Stat. § 6.74 (Electronic Collection of Local Government Data).

Minn. Stat. § 6.475 ((Electronic) CTAS).

Minn. Stat. § 471.6175 (Electronic OPEB Trust Reports to OSA).

Minn. Stat. § 471.697 (Cities, Towns, Municipal Hospitals and Nursing Homes, Liquor Stores and Public Utility Commissions Make
Electronic Financial Reports to OSA).

Minn. Stat. § 471.698 (Cities and Towns Make Electronic Financial Reports to OSA).

Minn. Stat. § 471.6985 (Municipal Liquor Stores Electronic Report to OSA).

Minn. Stat. § 471.70 (Annual Electronic Reports to OSA of Municipalities’ Outstanding Obligations).
Minn. Stat. § 609.5315 (Electronic Forfeiture reports to OSA).
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Budget Activity: Operations Management

Expenditures By Fund

Budget Activity Expenditures Overview

(Dollars in Thousands)

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY13 FY14 FY15 FY16 FY17 FY16 FY17
1000 - General 668 914 259 541 339 375 441 477
Total 668 914 259 541 339 375 441 477
Biennial Change (782) (85) 119
Biennial % Change (49) (11) 15
Governor's Change from Base 204
Governor's % Change from Base 29
Expenditures by Category
Compensation 512 508 228 285 285 286 377 385
Operating Expenses 152 261 29 53 58] 53 63 56
Other Financial Transactions 2 142 1 200 1 33 1 33
Capital Outlay-Real Property 2 3 3 3 3
Total 668 914 259 541 339 375 441 477
Full-Time Equivalents 6.5 6.3 3.0 3.0 3.0 3.0 4.0 4.0
State of Minnesota 29
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Budget Activity: Operations
Management

1000 - General

Budget Activity Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17

Balance Forward In 84 172
Direct Appropriation 751 751 356 265 265 265 367 367
Net Transfers 145 75 104 74 110 74 110
Cancellations 66
Expenditures 668 914 259 541 339 375 441 477
Balance Forward Out 84 172

Biennial Change in Expenditures (782) (85) 119

Biennial % Change in Expenditures (49) (11) 15

Gov's Exp Change from Base 204

Gov's Exp % Change from Base 29
FTEs 6.5 6.3 3.0 3.0 3.0 3.0 4.0 4.0
State of Minnesota 30 2016-17 Biennial Budget

January 27, 2015



State Auditor Budget Activity Narrative

Program:  State Auditor
Activity: Constitutional Office

www.auditor.state.mn.us

AT A GLANCE PURPOSE & CONTEXT

e Provides senior-level management for six divisions within The State Auditor is an independent constitutional officer
the Office of the State Auditor (OSA). elected statewide with specific legal authority to provide

e Supports the State Auditor's service on six state boards oversight of over 4,300 units of local government. The State
and one state council. Auditor oversees $20 billion spent each year to deliver local

e Conducts outreach and education to local elected officials, government services. The Constitutional Office provides
local government finance professionals, and the public. senior-level management and leadership to the Office and

o Works with the Legislature and Governor on supports the State Auditor on six state boards and one state
appropriations and policy issues around OSA oversight. council. The Office is funded by a General Fund Direct

e Works with media statewide to achieve transparency for Appropriation.

local government finances.

SERVICES PROVIDED

We accomplish our goal of providing effective oversight of local government finances by providing the following services:

Leverage the extensive knowledge of local government finance and accounting expertise of all divisions within the Office;

Build and maintain relationships with local government associations, the Minnesota Society of Certified Public Accountants (CPA),
and local officials, to proactively address emerging finance and compliance issues;

Conduct outreach to the public to instill confidence in local government finances;

Propose, pursue, and monitor legislation that increases accountability of local government finances;

Work with the media to increase transparency and raise public awareness of local government finances; and

Attend conferences and trainings to fulfill fiduciary duty for service on state boards.

RESULTS

The State Auditor received the 2014 National Association of State Auditors, Comptrollers, and Treasurers (NASACT) President’s
Award for “exceptional efforts in government financial management and accountability.” In 2014, the State Auditor was named one of
the Most Influential Professionals in Government Auditing by the American Center for Government Auditing. In 2014, she also received
the National Association of State Auditors, Comptrollers and Treasurers President's Award. In 2013, the State Auditor was elected
President of the National State Auditors Association

Type of Measure Name of Measure Previous | Current Dates

Quantity Formal Speeches given on Office Work/Issues | 9 6 2012/2013

Quantity Formal Meetings with 10 25 2012/2013
Legislators/Governor/Groups

Quantity Media Reports related to the State Auditor 250 364 2012/2013
and Local Government Finances

Quality National Committees on which the State 7 7 2012/2013
Auditor Serves

Quantity Conferences/Trainings Attended to Fulfill 3 3 2012/2013
Fiduciary Duty

The legal authority for these activities is outlined below:
Minn. Const., art. 5, § § 1 and 4 (Executive branch).
Minn. Stat. ch. 6 (State Auditor).
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Budget Activity: Constitutional Office

Expenditures By Fund

Budget Activity Expenditures Overview

(Dollars in Thousands)

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY13 FY14 FY15 FY16 FY17 FY16 FY17
1000 - General 231 247 248 272 276 280 276 280
Total 231 247 248 272 276 280 276 280
Biennial Change 41 36 36
Biennial % Change 9 7 7
Governor's Change from Base 0
Governor's % Change from Base 0
Expenditures by Category
Compensation 208 223 222 240 243 247 243 247
Operating Expenses 23 25 26 31 32 32 32 32
Other Financial Transactions 0 0 1 1 1 1 1
Capital Outlay-Real Property 0
Total 231 247 248 272 276 280 276 280
Full-Time Equivalents 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0
State of Minnesota 32
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- I , Budget Activity Financing by Fund
Budget Activity: Constitutional Office

(Dollars in Thousands)

1000 - General

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17

Balance Forward In 27 10
Direct Appropriation 258 258 258 298 298 298 298 298
Net Transfers (36) (22) (18) (22) (18)
Cancellations 38
Expenditures 231 247 248 272 276 280 276 280
Balance Forward Out 27 10

Biennial Change in Expenditures 41 36 36

Biennial % Change in Expenditures 9 7 7

Gov's Exp Change from Base 0

Gov's Exp % Change from Base 0
FTEs 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0
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State Auditor Budget Activity Narrative

Program:  State Auditor
Activity: Tax Increment Financing

www.auditor.state.mn.us

AT A GLANCE PURPOSE & CONTEXT
Oversees approximately 1,800 Tax Increment Financing We work to ensure compliance with the Tax Increment
(TIF) districts administered by over 400 development Financing (TIF) Act. The TIF Act was created to help
authorities. businesses and communities redevelop blighted areas, expand
Collects and reviews approximately 1,800 annual TIF the property tax base, create jobs, construct housing, and
reports. assist development where it would not otherwise occur “out for
Publishes an annual TIF Legislative Report. the use of tax increment.” We work with approximately 1,800
Provides training and resources to promote TIF TIF districts. We are the sole source of comprehensive
compliance. comparable data on TIF use in Minnesota. Some of this data

is used in the annual TIF Legislative Report to inform
lawmakers and the public on the uses of TIF. Our oversight
work serves as a deterrent to misuse of TIF. We are funded by
a Special Revenue Fund Statutory Appropriation.

SERVICES PROVIDED

We work to ensure compliance with the Tax Increment Financing Act by providing the following services:

Review financial information annually to identify non-compliance and to help communities come into legal compliance;

Conduct desk reviews and targeted field reviews of TIF districts;

Educate a broad audience, including local officials, lawmakers, financial consultants, state agencies, the public, and the media, on
the TIF Act by publishing Statements of Position, monthly newsletters and legislative updates; providing online training videos;
conducting trainings and seminars; and responding to requests for information;

Publish a Tax Increment Financing County Guide to educate county officials and employees and to help counties meet their
responsibilities under the TIF Act;

Consult with local government associations, legislative staff, and others to identify ambiguities and technical errors in the TIF Act
and, when needed, to assist with drafting of legislation;

Consult with the Department of Revenue when working with cities and counties to correct errors as allowed by the TIF Act; and
Compare reported data with Department of Revenue data to confirm accuracy.

RESULTS
Type of Measure Name of Measure Previous | Current Dates
Quality Non-Compliance Findings Resolved 100% 100% 2012/2013
Quantity Views of TIF Statements of Position on Website 2,995 3,657 2012/2013
Quantity Individuals Viewing Online Training Videos and 0 71 2012/2013
Attending Courses
Results Annual TIF Reports Filed on Time 96% 96% 2012/2013

The legal authority for these activities is outlined below:

Minn. Const., art. 5, 8§ 8 1 and 4 (Executive branch).

Minn. Stat. ch. 6 (State Auditor).

Minn. Stat. § 469.1771 (TIF Oversight).

Minn. Stat. § 469.175 (TIF Districts Report to OSA).

Minn. Stat. § 469.176 (Excess Increment Reporting to OSA; Exemption Authority).
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Budget Activity: Tax Increment Financing Budget Activity Expenditures Overview

(Dollars in Thousands)

Expenditures By Fund

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY13 FY14 FY15 FY16 FY17 FY16 FY17
2000 - Restricted Misc Special Rev 613 636 605 672 674 674 674 674
Total 613 636 605 672 674 674 674 674
Biennial Change 28 71 71
Biennial % Change 2 6 6
Governor's Change from Base 0
Governor's % Change from Base 0
Expenditures by Category
Compensation 465 550 546 578 584 583 584 583
Operating Expenses 148 74 59 88 90 91 90 91
Other Financial Transactions 0 11 0
Capital Outlay-Real Property 0 0 6
Total 613 636 605 672 674 674 674 674
Full-Time Equivalents 5.5 6.3 6.1 6.1 6.1 6.1 6.1 6.1
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. Budget Activity Financing by Fund
Budget Activity: Tax Increment

Financing (Dollars in Thousands)

2000 - Restricted Misc Special Rev

Governor's
Actual Actual Estimate Forecast Base Recommendation
FY12 FY 13 FY 14 FY15 FY16 FY17 FY16 FY17

Balance Forward In 2,023 2,225 2,316 2,385 2,413 2,439 2,413 2,439
Net Transfers 816 726 674 700 700 670 700 670
Expenditures 613 636 605 672 674 674 674 674
Balance Forward Out 2,225 2,316 2,385 2,413 2,439 2,435 2,439 2,435

Biennial Change in Expenditures 28 71 71

Biennial % Change in Expenditures 2 6 6

Gov's Exp Change from Base 0

Gov's Exp % Change from Base
FTEs 55 6.3 6.1 6.1 6.1 6.1 6.1 6.1
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State Auditor

State Auditor

State Auditor Enterprise Fund

Revenues, Expenses and Changes in Net Assets
(Dollars in Thousands)

Actual Projected Projected Projected
2014 2015 2016 2017

Operating Revenues:
Net Sales 6,286 6,651 6,897 6,897
Rental and Service Fees
Insurance Premiums

Other Income 1 1 1 1
Total Operating Revenues 6,287 6,652 6,898 6,898
Gross Margin 6,287 6,652 6,898 6,898
Operating Expenses:
Purchased Services 575 602 608 614
Salaries and Fringe Benefits 5,783 5,957 6,059 6,101
Claims
Depreciation 41 45 50 55
Amortization
Supplies and Materials 70 75 75 75
Indirect Costs
Other Expenses 18 30 30 30
Total Operating Expenses 6,487 6,709 6,822 6,875
Operating Income (Loss) (200) (57) 76 23

Nonoperating Revenues (Expenses):
Investment Income
Interest and Financing Costs
Other Nonoperating Expenses
Gain (Loss) on Disposal of Capital Assets
Total Nonoperating Revenues (Expenses) 0 0 0 0

Income (Loss) Before Transfers and Contributions (200) (57) 76 23
Capital Contributions
Transfers in
Transfers out

Change in Net Assets (200) (57) 76 23

Net Assets, Beginning as Reported 498 441 517

Change in Fund Structure 698

Net Assets, Ending 498 441 517 540

Rate increase/(decrease) 365 246 0

Full Time Equivalents 66.5 66.5 66.5 66.5
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State Auditor

State Auditor

State Auditor Enterprise Fund
Net Assets

(Dollars in Thousands)

Actual Projected
2014 2015
ASSETS
Current Assets:
Cash and Cash Equivalents 0 452
Investments
Accounts Receivable 2,238 1,000
Accrued Investment/Interest Income
Inventories
Deferred Costs
Total Current Assets 2,238 1,452
Noncurrent Assets:
Deferred Costs
Depreciable Capital Assets (Net) 136 151
Total Noncurrent Assets 136 151
Total Assets 2,374 1,603
LIABILITIES
Current Liabilities:
Accounts Payable 234 234
Interfund Payables 764 0
Unearned Revenue
Loans Payable
Compensated Absences Payable 130 136
Total Current Liabiblities
1,128 370
Noncurrent Liabilities:
Loans Payable
Compensated Absences Payable 687 721
Other Liabilities 62 72
Total Noncurrent Liabilities 749 793
Total Liabilities 1,877 1,163
NET ASSETS
Invested in Capital Assets,
Net of Related Debt 136 151
Unrestricted 362 290
Total Net Assets 498 441
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State Auditor

State Auditor

State Auditor Enterprise Fund
Brief Narrative

Background:

The Office of the State Auditor's Audit Practice Division audits local government finances, including counties, first-class

cities, and other political subdivisions of the State. Audit fees that are deposited into the State Auditor's Enterprise Fund
and are dedicated to pay for the cost of the audit services provided. Prior to fiscal year 2014, the Audit Practice Division

was accounted for as part of the General Fund. Approximately 150 financial and legal compliance audits are conducted

each year.

Detail of any loans from the general fund, including dollar amounts:
On June 30, 2014, the fund had an interfund payable of $764,000. This payable is expected to be zero by the end of the
2015 fiscal year.

Proposed investments in technology or equipment of $100,000 or more:
The fund does not expect to have any investments in technology or equipment that exceed $100,000 in the near future.

Explanation of changes in net assets (formerly retained earnings increases, operating losses):
The fund had a decrease in net position in fiscal year 2014. It is anticipated that there will be a small increase in net
position for fiscal years 2015 through 2017.

Explain any reasons for rate changes:
Audit rates are primarily affected by changes in negotiated salaries, benefits, and rent.

Impact of rate changes on affected agencies:

Changes in audit rates are one factor in the total cost to perform an audit of a local government. Total audit costs are
also affected by state and Federal audit requirements for the specific local government as well as how well prepared the
local government is for the audit.
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