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SENATE BI LL 5417

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on
By Senators Reardon, Kastama, Schm dt, Eide, Esser, Benton and Shin

Read first time 01/24/20083. Referred to Committee on Governnent
Operations & El ections.

AN ACT Relating to performance audits; anmending RCW 43.88. 160;
creating new sections; making an appropriation; and providing
expiration dates.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEWSECTION. Sec. 1. The legislature recognizes the inportance of
public confidence in governnent. It further recognizes public
confidence wll be enhanced through nore efficient and effective
managenent and operation of state agencies and prograns. Therefore
the legislature intends to provide greater accountability to the public
t hrough an i ndependent performance audit of governnment agencies. The
| egislature finds that performance audit findings may include the
identification of potential cost savings and ways to inprove service
delivery.

NEW SECTION. Sec. 2. (1) The state auditor shall contract for a
performance audit of the executive branch of state governnent.

(2) The performance audit shall include an exam nation of the
efficiency and effectiveness of major managenent policies, practices,
and functions across all executive branch agencies. The audit shall be
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done in accordance wth generally accepted governnent auditing

st andar ds. The performance audit of executive branch agencies may
enconpass entire departnents, agencies, or institutions, or simlar
prograns in several departnents. The audit shall include, but not be

limted to, the foll ow ng:

(a) Planning, budgeting, and program evaluation policies and
practices;

(b) Personnel systens operations and nanagenent;

(c) State purchasing operations and managenent policies and
practices;

(d) Information processing and tel ecommuni cati ons systens policy,
or gani zati on, and managenent; and

(e) Organizational and staffing patterns, especially in terns of
the rati o of managers and supervi sors to nonmanagenent personnel.

(3) Audit staff shall have access to any state agency records,
data, and other information deenmed necessary to carry out the audit.
St ate agencies shall provide the requested information at no cost and
ina tinmely manner.

(4) The audit shall be conpleted by June 30, 2004.

(5) The state auditor shall report the results of the audit to the
| egi slature by Septenber 1, 2004. Findings and reconmendations, to the
extent practicable, shall be quantified in terns of cost and benefit.
The report shall also include identification of and recommendati ons for
best practices.

(6) State agencies have ninety days to respond to the |egislature

regarding the findings and recomendations of the audit. In their
report, state agencies shall identify actions planned to inplenent
audit findings and recommendations as well as a tineline for

i npl enent ati on.
(7) This section expires Decenber 31, 2005.

NEW SECTION. Sec. 3. (1) The legislature shall establish a joint
commttee on government accountability. The joint commttee shall
i nclude the chairs and ranki ng nenbers of the house of representatives
commttees on state governnent and on appropriations and the senate
commttees on governnent operations and on ways and neans. Senat e
commttee services and the house of representatives office of program
research shall staff the conmttee. The conmmttee shall
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(a) Hold four public hearings in different geographic areas across
the state. The purpose of the hearings is to receive public input
regardi ng the audit; and

(b) Develop |l egislation, as appropriate, based on the findings and
recomendati ons of the audit and public coment.

(2) This section expires Decenber 31, 2005.

Sec. 4. RCW43.88.160 and 2002 ¢ 260 s 1 are each anended to read
as follows:

Thi s section sets forth t he maj or fiscal duties and
responsibilities of officers and agenci es of the executive branch. The
regul ations issued by the governor pursuant to this chapter shall
provide for a conprehensive, orderly basis for fiscal managenent and
control, including efficient accounting and reporting therefor, for the
executive branch of the state governnent and may include, in addition,
such requirenents as wll generally pronote nore efficient public
managenent in the state.

(1) CGovernor; director of financial managenent. The governor,
through the director of financial managenent, shall devise and
supervi se a nodern and conpl ete accounting system for each agency to
the end that all revenues, expenditures, receipts, disbursenents,
resources, and obligations of the state shall be properly and
systematically accounted for. The accounting system shall include the
devel opnent of accurate, tinely records and reports of all financial
affairs of the state. The system shall also provide for centra
accounts in the office of financial managenent at the |evel of detai
deened necessary by the director to perform central financial
managenent . The director of financial nmanagenent shall adopt and
periodically update an accounting procedures nmanual. Any agency
mai ntaining its own accounting and reporting system shall conply with
t he updat ed accounti ng procedures manual and the rules of the director
adopted under this chapter. An agency nmmy receive a waiver from
conplying with this requirenent if the waiver is approved by the
director. Waivers expire at the end of the fiscal bienniumfor which
they are granted. The director shall forward notice of waivers granted
to the appropriate legislative fiscal conmttees. The director of
financi al managenent may require such financial, statistical, and other
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reports as the director deens necessary fromall agencies covering any
peri od.

(2) Except as provided in chapter 43.88C RCW the director of
financi al managenent is responsible for quarterly reporting of primry
operating budget drivers such as applicable workloads, caseload
estimates, and appropriate unit cost data. These reports shall be
transmtted to the legislative fiscal conmttees or by el ectronic neans
to the legislative evaluation and accountability program commttee.

Quarterly reports shall include actual nonthly data and the variance
bet ween actual and estimted data to date. The reports shall also
include estimates of these itenms for the renmainder of the budget
peri od.

(3) The director of financial managenent shall report at |east
annually to the appropriate |l egislative commttees regarding the status
of all appropriated capital projects, including transportation
projects, show ng significant cost overruns or underruns. |f funds are
shifted fromone project to another, the office of financial nmanagenent
shall also reflect this in the annual variance report. Once a project
is conplete, the report shall provide a final summary show ng esti mat ed
start and conpletion dates of each project phase conpared to actua
dates, estimated costs of each project phase conpared to actual costs,
and whether or not there are any outstanding liabilities or unsettled
clainms at the tinme of conpletion.

(4) I'n addition, the director of financial managenent, as agent of
t he governor, shall:

(a) Devel op and maintain a systemof internal controls and internal
audits conprising nethods and procedures to be adopted by each agency
that will safeguard its assets, check the accuracy and reliability of
its accounting data, pronote operational efficiency, and encourage
adherence to prescribed nmanagerial policies for accounting and
financial controls. The systemdevel oped by the director shall include
criteria for determ ning the scope and conprehensiveness of interna
controls required by classes of agencies, depending on the |evel of
resources at risk

Each agency head or authorized designee shall be assigned the
responsibility and authority for establishing and mai ntaining internal
audits follow ng the standards of internal auditing of the institute of
i nternal auditors;
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(b) Make surveys and analyses of agencies with the object of
determ ning better nethods and increased effectiveness in the use of
manpower and materials; and the director shall authorize expenditures
for enployee training to the end that the state may benefit from
training facilities nade avail able to state enpl oyees;

(c) Establish policies for allowing the contracting of child care
servi ces;

(d) Report to the governor with regard to duplication of effort or
| ack of coordi nati on anbng agenci es;

(e) Review any pay and classification plans, and changes
t hereunder, devel oped by any agency for their fiscal inpact: PROVI DED
That none of the provisions of this subsection shall affect nerit
systens of personnel nanagenent now exi sting or hereafter established
by statute relating to the fixing of qualifications requirenents for
recruitment, appointnent, or pronotion of enployees of any agency. The
director shall advise and confer with agencies including appropriate
standing commttees of the legislature as may be designated by the
speaker of the house and the president of the senate regarding the
fiscal inpact of such plans and may anend or alter the plans, except
that for the foll ow ng agenci es no anendnent or alteration of the plans
may be made without the approval of the agency concerned: Agenci es
headed by el ective officials;

(f) Fix the nunber and cl asses of positions or authorized enpl oyee
years of enploynent for each agency and during the fiscal period anend
the determ nations previously fixed by the director except that the
director shall not be enmpowered to fix the nunber or the classes for
the followi ng: Agencies headed by elective officials;

(g) Adopt rules to effectuate provisions contained in (a) through
(f) of this subsection.

(5) The treasurer shall:

(a) Receive, keep, and disburse all public funds of the state not
expressly required by law to be received, kept, and disbursed by sone
ot her persons: PROVIDED, That this subsection shall not apply to those
public funds of the institutions of higher learning which are not
subj ect to appropriation;

(b) Receive, disburse, or transfer public funds under the
treasurer's supervision or custody;
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(c) Keep a correct and current account of all noneys received and
di sbursed by the treasurer, classified by fund or account;

(d) Coordinate agencies' acceptance and use of credit cards and
ot her paynent nethods, if the agencies have received authorization
under RCW 43. 41. 180;

(e) Perform such other duties as may be required by law or by
regul ations issued pursuant to this |aw

It shall be unlawful for the treasurer to disburse public funds in
the treasury except upon forns or by alternative nmeans duly prescribed
by the director of financial managenent. These forns or alternative
means shall provide for authentication and certification by the agency
head or the agency head's desi gnee that the services have been rendered
or the materials have been furnished; or, in the case of |oans or
grants, that the | oans or grants are authorized by law, or, in the case
of paynents for periodic naintenance services to be perforned on state
owned equi pnent, that a witten contract for such periodi c maintenance
services is currently in effect; and the treasurer shall not be |iable
under the treasurer's surety bond for erroneous or inproper paynents so
made. When services are lawfully paid for in advance of ful
performance by any private individual or business entity other than
equi pnent mai ntenance providers or as provided for by RCW 42.24. 035,
such individual or entity other than central stores rendering such
services shall make a cash deposit or furnish surety bond coverage to
the state as shall be fixed in an amount by law, or if not fixed by
law, then in such anmpbunts as shall be fixed by the director of the
departnment of general adm nistration but in no case shall such required
cash deposit or surety bond be less than an anmount which will fully
indemmify the state against any and all | osses on account of breach of
promse to fully perform such services. No paynents shall be made in
advance for any equipnment maintenance services to be perforned nore
than twelve nonths after such paynent. Any such bond so furnished
shal | be conditioned that the person, firmor corporation receiving the
advance paynent will apply it toward perfornmance of the contract. The
responsibility for recovery of erroneous or inproper paynents made
under this section shall lie with the agency head or the agency head's
designee in accordance wth reqgulations issued pursuant to this
chapter. Nothing in this section shall be construed to permt a public
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body to advance funds to a private service provider pursuant to a grant
or | oan before services have been rendered or material furnished.

(6) The state auditor shall:

(a) Report to the legislature the results of current post audits
t hat have been nmade of the financial transactions of each agency; to
this end the auditor may, in the auditor's discretion, examne the
books and accounts of any agency, official, or enployee charged with
the receipt, custody, or safekeeping of public funds. Were feasible
i n conducting exam nations, the auditor shall utilize data and fi ndi ngs
fromthe internal control system prescribed by the office of financial
managenent . The current post audit of each agency may include a
section on recommendations to the legislature as provided in (c) of
t his subsecti on.

(b) Gve information to the |egislature, whenever required, upon
any subject relating to the financial affairs of the state.

(c) Make the auditor's official report on or before the thirty-
first of Decenber which precedes the neeting of the legislature. The

report shall be for the last conplete fiscal period and shall include
determ nations as to whet her agencies, in maki ng expenditures, conplied
with the laws of this state. The state auditor is authorized to

perform or participate in performance verifications and performance
audits, independently or as ((expresshy)) authorized by the |l egislature
in the omi bus bi ennial appropriations acts or in the performnce audit
wor k pl an approved by the joint legislative audit and review commttee.
The state auditor, upon conpleting an audit for legal and financia
conpliance under chapter 43.09 RCWor a performance verification, nmay
report to the joint legislative audit and review commttee or other
appropriate commttees of the legislature, in a manner prescribed by
the joint legislative audit and review conmttee, on facts relating to
t he managenent or performance of governnmental prograns where such facts
are discovered incidental to the legal and financial audit or
performance verification. The auditor may make such a report to a
legislative commttee only if the auditor has determned that the
agency has been given an opportunity and has failed to resolve the
managenent or perfornmance issues raised by the auditor. If the auditor
makes a report to a legislative conmttee, the agency may submt to the

committee a response to the report. ((Fhis—subseetion{6)—shalt—not—be
I hori I i ] I I I L
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F i | hoti [ I
appropratieons—acts—or—n—the—performance—audit—work—plan-) ) The

results of a performance audit conducted by the state auditor that has
been requested by the joint |legislative audit and review comm ttee nust
only be transmtted to the joint legislative audit and review
comm ttee.

(d) Be enpowered to take exception to specific expenditures that
have been incurred by any agency or to take exception to other
practices related in any way to the agency's financial transactions and
to cause such exceptions to be nade a matter of public record,
including disclosure to the agency concerned and to the director of
financial managenent. It shall be the duty of the director of
financi al managenent to cause corrective action to be taken within six
nmont hs, such action to include, as appropriate, the w thholding of
funds as provided in RCW 43.88.110. The director of financial
managenent shall annually report by Decenber 31st the status of audit
resolution to the appropriate commttees of the legislature, the state

auditor, and the attorney general. The director of financial
managenent shall include in the audit resolution report actions taken
as a result of an audit including, but not [imted to, types of

personnel actions, costs and types of litigation, and val ue of recouped
goods or services.

(e) Pronptly report any irregularities to the attorney general.

(f) I'nvestigate inproper governnental activity under chapter 42.40
RCW

(7) The joint legislative audit and review commttee nmay:

(a) Make post audits of the financial transactions of any agency
and managenent surveys and program reviews as provided for in chapter
44,28 RCW as well as performance audits and program eval uati ons. To
this end the joint commttee may in its discretion exam ne the books,
accounts, and other records of any agency, official, or enployee.

(b) Gve information to the Ilegislature or any Ilegislative
commttee whenever required wupon any subject relating to the
performance and managenent of state agencies.

(c) Make a report to the legislature which shall include at |east
the fol |l ow ng:

(1) Determnations as to the extent to which agencies in nmaking
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expendi tures have conplied with the will of the legislature and in this
connection, may take exception to specific expenditures or financia
practices of any agencies; and

(ii1) Such plans as it deens expedient for the support of the
state's credit, for |essening expenditures, for pronoting frugality and
econony in agency affairs, and generally for an inproved |evel of
fiscal managenent.

NEW SECTION. Sec. 5. The sumof five mllion dollars, or as mnuch
t hereof as may be necessary, is appropriated for the fiscal year ending
June 30, 2004, from the general fund to the state auditor for the
pur poses of sections 2 and 3 of this act.

~-- END ---
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