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2019 SENATE STANDING COMMITTEE MINUTES 

Appropriations Committee 
Harvest Room, State Capitol 

SB 2004 
1/8/2019 

JOB # 30550 
 

☐ Subcommittee 

☐ Conference Committee 

 

Committee Clerk: Alice Delzer / Florence Mayer 

 

Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act for an appropriation to defray the expenses of the state auditor.  
 

Minutes:                                                 1. Testimony of state auditor 
2. Office of the State Auditor booklet 

 
Chairman Holmberg: called the Committee to order on SB 2004 at 3:00 pm in the Harvest 
Room. All committee members were present except Senator Dever and Senator Grabinger.  
Sheila M. Sandness, Legislative Council and Renae Bloms, OMB were also present. We do 
have a subcommittee: Senator Oehlke, Chair; Senator Dever and Senator Mathern.   
 
(1:23) Joshua Gallion, State Auditor: Introduced his staff from his office and testified in 
favor of SB 2004. See Attachment #1 for testimony. Referenced Attachment 2 state map. 
He continued with his testimony Appendix A – overview; Appendix B - History of the state 
auditor’s office and Appendix C – Senate requested items.   
 
(11:34) Senator Oehlke: Perhaps this is a question for the subcommittee. You mentioned 
the number of auditors necessary for Higher Ed. You mentioned NDSU, I’m guessing you 
would include other schools as well, and you don’t want to pick on NDSU. 
 
Joshua Gallion:  Absolutely not.  NDSU is the largest campus so we were just using that to 
make a point.  
 
V. Chairman Wanzek: I am confused. You are saying you want seven new agency auditors, 
then four agency auditors, can you explain that?  
 
Joshua Gallion: (13.03)  We are asking for seven agency auditors that would be assigned 
to higher education audits. We are also asking for an additional four local government 
auditors,  for a total of eleven positions is what we are looking for.  The four local government 
would be special funded, the other seven, the university auditors, would be (sentence not 
ended)   
 
V. Chairman Wanzek: When I look at the green sheet, this is not in the governor’s budget? 
that was confirmed.  
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Chairman Holmberg: When you say four, I’m trying to look at your document,  you say that 
you add two additional special fund FTEs to establish the Bismarck office.  But what you are 
saying here is that there are already are two in the governor’s recommendation, that’s where 
you get four?  You are asking for two in addition to what the governor gave you in that area, 
is that correct?    
 
Joshua Gallion: (14.13) What we were working off is the base budget, not trying to  reconcile 
that with the  executive budget at all.  
 
Chairman Holmberg: But we end up having to do that.  The bottom line is, from the base 
budget you’re adding four, from the governor’s budget recommendation you’re adding two, 
is that correct?  That was confirmed.  
 
V. Chairman Wanzek: The reduction of CPA firms that are providing audit services to 
government entities in the state of ND is that typical other places too?   There has to be a 
reason for that.  
 
Joshua Gallion:  I don’t have the numbers for other states.  It is a growing concern because 
of the demands on reviews and making sure that people are auditing at the levels they need 
to and that adds additional constraints and criteria on audit firms. So some people are just 
deciding that rather than try to adhere to those standards they are just going to just stop 
doing it. We are government auditors; we don’t have a choice. We are going to audit up to 
those and so that’s why we are asking for these four additional positions to fill the gap that’s 
being left by the private sector. 
 
V. Chairman Wanzek: (15.55) So we haven’t lost CPA firms in ND, we’ve simply lost their 
interest in providing the service.  
 
Joshua Gallion:  No, we have lost firms through either consolidations or just people retiring.  
I recently talked to a law firm and he is struggling.  He having a hard time finding people to 
do the work.  Finding qualified people is hard.  Some people are just chosing to close up 
shop rather than try to recruit the people they need.  
 
Chairman Holmberg:  In the discussions with OMB and the workings of the executive budget 
I am assuming for a minute, and I could be wrong, you asked for four of those folks, and the 
governor gave you two.  
 
Joshua Gallion: (16.55) We asked for three.  However, based on our needs and the 
continued growth in requests (did not finish sentence)    
 
Chairman Holmberg: And the seven was that part of your initial request?   
 
Joshua Gallion: Yes, they were. 
 
Chairman Holmberg: Closed the hearing on SB  2004.  
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Appropriations Committee 
Harvest Room, State Capitol 

 

SB 2004 
1/22/2019 

Job # 31193 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk: Rose Laning / Marne Johnson 

 

Explanation or reason for introduction of bill/resolution: 

 
A bill to provide an appropriation for defraying the expenses of the state auditor; to amend 
and reenact sections 54-10-01 and 54-10-10 of the North Dakota Century Code, relating to 
the powers and duties of the state auditor and the salary of the state auditor; to provide for a 
report; and to declare an emergency. 

Minutes:                                                 No Attachments  

 
Legislative Council: Alex Cronquist  
OMB: Larry Martin  

The Senate Appropriations Committee met to discuss the agency bills and others that have 
been presented thus far and wanted to get input from the whole committee on what should 
be the focus of each sub-committee.  
 
Chairman Holmberg said that we’re not going thru salaries at this time.  
 
SB 2001 – Governor (sub-committee: Hogue, Lee, Mathern) 

 The 10% movement of moving money between line items.   Have a standard response 
for them. 

 Discuss the governor’s salary - this reduces salary just short of $200,000 & what 
happens to the rest of it. They took their 5% cut.  (Language needs to be revisited) 

 Council said by putting it in a line item, then it couldn’t get spent in other areas. 

 Transfer language - limited it to 10% before going to emergency commission 
 
 
SB 2002 – Secretary of State (sub-committee: Hogue, Oehlke, Grabinger) 

 Voting equipment – replacing voting machines (matching requirement by state) 

 Emergency clause should be there.  

 10% line item transfers 
 
 
SB 2003 – Attorney General (sub-committee: Sorvaag, Bekkedahl, Mathern) 

 Litigation authority 
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 Amount of money for Litigation 

 Joining in with other states suing the federal government 

 New line in OMB to tap into litigation pool 

 Human trafficking grants added to AG bill 
 
 
SB 2004 – State Auditor (sub-committee:  Oehlke, Dever, Mathern) 

 Looking at number of FTE requests 

 FTEs between University system and Auditor’s office 

 ITD FTEs. 
 
 
SB 2005 – State Treasurer (sub-committee: Bekkedahl, Dever, Robinson) 

 Investments of the Veterans Post War Trust Fund (low interest) 

 Treasurer’s salary 
 
   
SB 2006 – Tax Commissioner (sub-committee: Wanzek, Bekkedahl, Mathern) 

 Discovery of compliance of businesses with no physical sales tax.   

 Concern about staffing – many retirees and loss of senior staff.   

 Authority for line item transfers between the Homestead Tax Credit and Disabled 
Veteran’s Credit programs. 

 Litigation funds – or funds in litigation pool.  
 
 
SB 2007 – Labor & Human Rights (sub-committee: Poolman, Sorvaag, Robinson) 

 Salary of Commissioner as she will be in charge of Dept of Labor and Human Rights as 
well as the Dept. of Commerce.  

 
 
SB 2008 – Public Service Commissioner (sub-committee: Lee, Wanzek, Grabinger) 

 Wanting additional staff for indemnity issues 

 Additional staff 

 $100,000 increase in budget 
 

JOB # 31232 - 
 
SB 2009 – Agriculture Commissioner (sub-committee: Wanzek, Erbele, Grabinger) 

 Want to move APUC and Trade Office to his office. 

 2 less FTEs 

 Ag bio-science program – an appropriation bill.  Should it be added to the budget or let 
it a stand-alone bill.   

 
SB 2010 – Insurance Commissioner (sub-committee: Oehlke, Erbele, Grabinger) 

 Moving the Fire & Tornado fund over to the ND Insurance Reserve Fund 

 Boiler inspection program 
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 Fire Departments & Sheriff’s tax on insurance   
 

 
SB 2011 – Securities Commission (sub-committee: Krebsbach) 

 Money for a FINTECH position 

 Section 3 appropriation of any income from federal funds (14:17) 
 
Larry Martin: Like the transfer language, we added a lot of the language to spend 
additional federal or other funds to the cabinet agencies.  Again, some of them receive 
money from outside sources, so we wanted them to have the ability to pay out.  Job 
Service has similar language currently because they do get additional federal money so 
they have to be able to spend it out.  We added that language to all the cabinet bills.   
   
 
SB 2012 – Human Services (sub-committee: Dever, Erbele, Mathern) 

 Provider rates.  Governor 1-1.  They want 3-3-3. 

 Medicaid – reauthorization of the expansion.  Do we reimburse? 

 Behavioral Health 

 State Hospital – support the move from New England for the women?  Justification for 
the state hospital – a study? 

 Policy and how its structured – for whole department.  $182M 

 Nursing Homes  

 Study the 36 Critical Access Hospitals - Commercial rates vs. traditional rates 

 Study resolution of medical care in the future for the state 

 1915(i) needs support.  

 Commercial vs. traditional rates 
 

 
 
 
SB 2013 – Public Instruction; Library, Blind & Deaf (sub-committee: Holmberg, Poolman, 
Robinson) 

 Will have some meetings but need to wait for Education Committee to complete policy.  
Governor’s school information is confusing.    

 1 FTE reinstated.  

 Adult education.  

 FTEs at school at Devils’ Lake 

 Governor moved pre-school money from Commerce to DPI (where is the money?)  

 Transportation grants  
 
 
 
SB 2014 – Protection & Advocacy (sub-committee: Sorvaag, Krebsbach, Grabinger) 

 Adding of one employee  

 Additional operating expenses 

 Transferring guardianship programs to P & A.     
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SB 2015 – Office of Management & Budget (sub-committee: Holmberg, Bekkedahl, 
Robinson) 

 Transferring money –  $1B of oil revenue to general funds.  
If we put $1B in and oil prices go down and we have less money in the general fund, 
we might have a risk with allotments. 
Do we want to expose ourselves more in the general fund by putting $1B in the general 
fund from direct oil revenue?   

 Fees or dues for several organizations. Last session we reduced dues by 10%.  

 WICHE (Western Interstate Commission for Higher Ed) dues were in OMB and 
Commission was placed under Higher Ed.  Did the $15,000 get transferred?  

 
 
 
 
SB 2016 – Office of Adjutant General (sub-committee: Hogue, Holmberg, Grabinger) 

 Land Acquisition - Proposed 6,000 acres of land in south Camp Grafton.  Want to ask 
the adjutant, you have $15M set aside to acquire 6000 continuous acres and will not 
exercise the power of eminent domain.  How much will they pay an acre?  
How did they come up with $15M? 

 $15M set aside to gain land - long term leases.  Be wary of setting precedent for 
cost/acre. 

 Locals are not on board?  
 
 

 
 
SB 2017 – Game & Fish (sub-committee: Oehlke, Wanzek, Grabinger) 

 Section 5 on green sheet – additional amounts appropriated to Game & Fish Dept. 
There is appropriated additional income from the feds from other funds to that agency.  
Would the federal funds go to their agency first?   

 If they’re receiving monies from federal, they can spend them out.  

 Section 6 - Require them to hang onto $15M unless we have a budget section meeting 
and have an exception for some emergency.  They have to invest it and its not making 
money where its being invested.  They’d like it to be invested by the state investment 
board.  

 Sportsman’s clubs – raise the fishing licenses; boat tax/gas tax. 
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SB 2004  
1/29/2019 

JOB # 31660  
 

☒ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk Signature    Alice Delzer / Florence Mayer 

 

Explanation or reason for introduction of bill/resolution: 

 
A Subcommittee hearing for the state auditor.  
 

Minutes:                                                 1. Base Level Funding Changes provided by 
Legislative Council.  

 
Senator Oehlke: Called the subcommittee to order on SB 2004 at 11:00 in the Harvest 
Room. All subcommittee members were present. Senator Oehlke, Chair, Senator Dever and 
Senator Grabinger.  Renae Bloms, OMB and Sheila M. Sandness, Legislative Council were 
also present.    
 
Joshua Gallion, NDState Auditor: I’ll do a recap.  I see the document that Legislative 
Council handed out Attachment # 1. Base Level Funding Changes.  What we built our budget 
on is off the base budget, not off the executive recommended budget.  Our # 1 request was 
for seven new agency auditors focused on conduction audits of Higher Education.  Our # 2 
priority was four new local government auditors. These positions conduct audits of counties 
and cities of 21 different subcategories of local governments that we can conduct audits on. 
These positions are special funded. They act as essentially a small business.  They generate 
fees from their audits. # 3 was for a Capital Asset.  We are looking to replace our multi-
function machine.  What we would ask if this was approved, we would like to have an 
emergency clause put on that and allowed to purchase that this biennium with existing funds.   
# 4 is to restore the funds that were reduced last biennium for the IT security audits.  That is 
something that the auditor’s office has done for more than several biennium and wtth the 
budget reductions last time that funding was cut.  It is in the executive recommended budget.    
# 5 was for specialized consultants. $150,000, again being a small audit shop we do run into 
situations where we have a need for specialized skill sets and to have a lot of money that we 
can contract out and bring experts in to support that would be a tremendous benefit.  Those 
are the primary requests we have made and I would be happy to go into details on all of 
those. (3.02)   
 
Senator Oehlke:  Relative to the 4 new local auditors, I understand the reasoning from your 
previous testimony and why that would be necessary because less and less CPA firms are 
doing that sort of thing.  Is the reason they are doing less is because the state is doing more 
of them?  
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Josh Gallion: He commented they used to have a Bismarck local office and it was closed. 
The reason his office is making this request is the demand for their services.  We’ve been 
asked by the local cities and counties to do the audit because they are having a difficult time 
finding a private firm.  He commented his staff as it is right now cannot take on any more 
services because they cannot provide the time needed to do all these audits. He stated they 
would not make this request if they did not have people asking us to do these audits.  I think 
we have taken on five or six new clients and we have a list of up to twenty other clients that 
when their contracts end they would like us to come in and provide those services. At this 
point, we cannot take on any additional clients with the resources we have. So we are looking 
at restoring this service here in the Bismarck office to then meet the need. (5.45)   
 
Senator Oehlke: Asked why the local firms are not doing these audits.   
 
Josh Gallion: Stated it’s in the yellow book standards. There are additional requirements for 
those firms to stay up on those.   We are government auditors in the Auditors office, that’s all 
we do, we are the experts at it and we are required to stay up on those requirements and 
some firms are deciding that it’s not worth the effort because they don’t have enough clients 
in them to maintain all of the auditor standards.  (6.42)   
 
Senator Oehlke:  Asked if we didn’t do it, somebody would have to, is that right?  Would a 
city or county be in violation of the Century Code if they didn’t have an audit done?  
 
Josh Gallion:  Right now they would be.  In fact, right now, I think our list of delinquent 
reports is upwards of 100 entities in ND that have not submitted their documentation of their 
audits to the auditor’s office.  
 
Senator Dever: Did the governor included two of the FTEs for those 4 positions? 
 
Joshua Gallion: The governor removed 2 general funded FTEs, and added back in 2 special 
funded FTEs.  
 
Senator Dever:  So he replaced 2 standard auditors with 2 focused on political subdivision? 
That was confirmed.  
 Is it less expensive to do it in-house, as opposed to contract private CPA firms?   
 
Joshua Gallion:  Yes, they are much more expensive than the state audits. We provide a 
better product for the money.  
 
(8:47) Senator Dever: In the bill you say you’re working off the base budget. So the numbers 
in the Governor’s recommendation aren’t applicable to your request? 
 
Joshua Gallion: That would be correct. If we have any reduction in the general funded audit 
staff, we are at a point where we would have to look at what we can no longer conduct. 
Reductions would have a negative impact in conducting states single audit, which is the 
Federal audit on all federal expenditures. Potentially out sourcing that to a private CPA firm. 
When we conduct that, we generate 1.2M in revenue that we bill to the federal programs. If 
we outsourced, it would cost double that, and we would not get that money. Takes 15,000 
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audit hours to conduct, one of our major projects. We are at a point where we can’t take any 
more responsibilities.  
 
Senator Dever: I don’t see the bottom line, your budget in the same format as the other 
budget.  
 
Josh Gallion: Are you looking a spreadsheet that outlines our request? We can do that.    
 
Senator Dever: That was provided to us. Attachment # 1, base level funding changes. It is 
not the same. It has the executive budget recommendation; the senate version might be the 
same thing you have?    
 
Josh Gallion: Yes, this does not reflect the request that we are making.   
 
Senator Dever: I wonder if it wouldn’t be helpful to have it in the same format to compare?  
 
Senator Oehlke: Might be able to have a side by side comparison. Next time we will have 
numbers for raises to wages and benefits. If we could wander on down to the additional FTEs 
for ND university system. We did interview of someone on the board of higher Ed. We said 
“hey, what do you think about the auditor’s office wanting 7 more auditors to audit the 
university System?” He wasn’t aware of that. He said they have a lot of audits. They get 
audited by other educational programs, his comment was he can see where more in depth 
audits were done. He wasn’t sure additional audits were needed. You audit all 12 institutions 
now? What’s the 12th one?  
 
Josh Gallion: We also audit the university system office, and 11 campuses.  We are not 
talking additional audits. We want to expand the audits and doing a job at a level that is 
adequate. For example NDSU’s audit took 400-500 hours, because that is all the time we 
had available. That is nearly a billion-dollar entity, thousands of employees, that is a very 
complex organization. We do the same size audit at the state treasurer’s office, that has 5 or 
6 employees and a couple million dollars, which is about a 400-hour audit. These additional 
7 auditors would let us have this NDSU audit go from 500 hours to 5,000-hour audit. We’d 
go deeper, develop more complex objectives, and provide more informed audits.  
 
(15:26) Senator Oehlke: This additional effort, is it into things other than dollars and cents? 
Is it other operations too? 
 
Josh Gallion: We conduct performance based audits. We’d look at different operational 
areas based on our risk assessments we conduct. We aren’t looking for a boogieman, just 
process improvements.  
 
Senator Oehlke: Is 7 a wish list, or is it I have to have them?  
 
Josh Gallion: I could keep 12 people busy. 7 is what we need.  
 
Senator Oehlke: Do you think you did an inadequate job in the last two years? 
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Josh Gallion: We do the best job we can with the resources we are provided. We need to 
do more of a thorough job, and that’s what these 7 positions represent.   
 
Senator Oehlke:  We have 150,000 in here for consultants, but they can’t take the place of 
an auditor? 
 
Josh Gallion: It would be too expensive. We audited the ND Veterans Home, being able to 
hire potentially an expert in nursing care could help support an audit. The consultants help 
support the audit, not conduct it.  
 
Senator Grabinger: Most nursing homes do an accreditation. Isn’t that the same thing?  
 
(18:52) Josh Gallion: What we are looking at, I used that as example, we came across 
examples where we saw some things that we would like to look at. Without that expertise, 
we don’t have the credibility to make recommendations for improvements. We do look at 
things from a different perspective then the accreditations. We look at more how can they 
improve services and reduce cost.  Federal looks at minimum standards. We look at how we 
can give them the best care, not a minimum. We owe it to the veterans to provide the best 
possible care in ND. 
 
Senator Dever: Back to University system audits, when was the change made where the 
auditors were moved? 
 
Josh Gallion: Two biennium ago. We received several positions to conduct higher education 
performance audits. What happened was the university system auditors were removed and 
last session they got a couple of those positions back.  
 
(21:03) Senator Dever: If you have a similar number of auditors doing a similar function? 
 
Josh Gallion: They may be similar in numbers but they do perform different functions. We 
look at OARs, for all campuses.  That’s the difference between operational audits versus 
performance audits. In performance we can tackle high level issues, like OARs. We are 
potentially consolidating online education, and find efficiencies and savings. These positions 
we’re looking at are for the operational audits. These are the legislative mandated 2 year 
audits that we have to perform. We should be doing a better job. 
 
Senator Dever: By adding the 7 persons you would find savings in the university system?  
That was confirmed.  
That would likely be sufficient to fund those? I know that’s a different funding stream.   
That was confirmed.  
 
Josh Gallion: Our goal is in the auditor’s office is to generate a 10 to 1 return on investment. 
There’s a lot of opportunities to find saving in the university system. That’s what these 7 
positions would allow us to do.  
 
Senator Dever: We could argue it could come from the university’s budget.  
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Josh Gallion: I know the OAR audit identified millions of dollars of savings. We save the tax 
payers money, not cost them money.   
 
(23:58) Senator Oehlke:  This performance versus operational audit for higher ed. It seems 
you are doing what the board of Higher Ed is supposed to be doing. Are you trying to be the 
board of higher ed. too?  
 
Josh Gallion: No. We are looking at different areas. We are providing informative audits to 
improve government.  
 
Senator Oehlke: When you do an audit on a college, who gets the report?  
 
Josh Gallion: We present to the Board of Higher Ed., university presidents and also to the 
legislative audit and fiscal committee. 
 
Senator Oehlke: So you don’t go to Lake Region State college and sit with their immediate 
board?  
 
Josh Gallion: I will have to check; some might be phone calls. We share our information 
with whoever wants it.   
 
(26: 04) Senator Oehlke: If you didn’t get the FTEs you need to do as complete a job, would 
increasing the dollar amount in consultants help in any way?  
 
Josh Gallion: Not necessarily. They provide expertise to support the audit but they do not 
do the audits.   
 
Senator Oehlke: Has our discussion brought anything to you before we close this hearing?  
 
Josh Gallion: Just to say thank you. I challenged this team from day one. I have been truly 
impressed with what they have accomplished in the last two years. The 7 positions would 
allow us to conduct more thorough audits and restore Bismarck local government office. We 
used to have one many years ago, my predecessor did not refill those. We’d love to take 
care of our capital asset machine.  
 
Senator Oehlke: The multifunction machine, what does it do?   
 
Josh Gallion: It is our printer, copier scanner, multifunction. We have one in the office and 
it is time to replace it. It is leased, ends at the end of the biennium. We want to buy it this 
time. We will also do a maintenance contract and they provide the supplies.  In my experience 
it’s always more cost effective to buy.   
 
Senator Oehlke: A lot of growth for an agency when everyone else is getting hammered, we 
have to convince these people on this side.  
 
Josh Gallion: We are asking for a lot. The resource needs of the state are very large. We’ve 
done a lot to improve our internal operation. The state budget has doubled in many cases, 
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the State Auditor’s office, in the last 10 years has not. We have the same gap as we did 12 
years ago, yet our responsibilities grow.  
 
Senator Oehlke: Closed the hearing for now on SB 2004.  The auditor’s office will prepare 
a spread sheet for this committee.     
 
   
 
 



2019 SENATE STANDING COMMITTEE MINUTES 

Appropriations Committee 
Harvest Room, State Capitol 

SB 2004  
2/7/2019 

JOB # 32377 
 

☒ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk Signature   Alice Delzer / Florence Mayer 

 

Explanation or reason for introduction of bill/resolution: 

 
 A Subcommittee hearing for the State Auditor.  
 

Minutes:                                                 1.  Base Level Funding Changes  
2. Support for 4 local Government. 

Auditors  
3. Support for 7 New Agency Auditors 

(for NDUS)  

 
Senator Oehlke: Called the Subcommittee to order on SB 2004 in the Harvest Room at 
11:30 am.  Roll call was called.  All members were present: Senator Oehlke, Chair, Senator 
Dever and Senator Grabinger. Sheila M. Sandness, Legislative Council and Renae Bloms, 
OMB were also present. Attachment #1 was passed out, the budget overview.  
 
Joshua Gallion, ND State Auditor: Testified in favor of SB 2004 and presented Attachment 
#2, which gives information regarding the need for the support for 4 local government 
auditors.  The information on this document lists the needs for auditors across the state.  
 
Senator Oehlke: Are these delinquent or really delinquent or a month out?   
 
Josh Gallion: We are trying to reach out to these entities to see if they had it done and didn’t 
submit it or if they just didn’t all together. What happens is if they don’t get the audit 
conducted, we need to go out and do the audit. We are maxed out. If any of these entities 
failed to have an audit, then the auditor’s office has to go out and conduct it.    
 
Senator Oehlke: So this is the 4 people you are looking for, local government auditors? 
(That was confirmed.) They are paid for by those entities that you audit, so we’re not talking 
any general funds?   
 
Josh Gallion: We are not. These entities function like a small business. They charge the 
local entities for the services. There has been concern about the auditor’s office asking for 
positions and encroach on private sector.  
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He continued with Attachment #3 – Support for 7 new agency auditors, stating they need 
these additional auditors to provide the services necessary for the higher education audits. 
we are asking for the ability to conduct thorough audits.   
 
(9:28) Senator Grabinger: If we were to do this, are the auditors that available that you could 
find 7, hire them, and get them up to speed? What time period are you looking at? 
 
Josh Gallion: Everyone in ND is struggling to find qualified competent workforce. I welcome 
this challenge and I would love to have the opportunity to try to recruit those 7 people.  
 
Senator Oehlke: Are you looking for an auditor with a medical background? Are you 
replacing one or what’s going on? 
 
Josh Gallion: Our vision statement is to have a diverse team committed to generating 
greater value for the tax payers. Part of that is making sure we have a wide range of 
disciplines. We conduct audits at Human Services, the state hospital, many medical aspects. 
Hiring someone in house with a medical background will help enhance our scope by providing 
that level of expertise. So yes we are looking for one. The days of the auditor’s office purely 
hiring accountants, is over. We are looking for a diverse team. The broader the perspective 
we can put on a problem, the better the solution we will be able to generate.  
 
Senator Oehlke: So you don’t have that person at this point? (No.)  
Have You had people interested?   
 
Josh Gallion: It has been on the website for 4 days and we have 9 applications as of this 
morning.  
 
Senator Dever: Remind me when the transfer was made of the auditors from the university 
system, I think to your office? Are there still internal auditors in the university system?  
 
Josh Gallion: You’re referring to 2 sessions ago, when the university system auditors were 
removed and FTEs were added to the auditor’s office. We did fill 4 of those positions. Last 
session the university system did get internal auditors back, but I would have to defer to LC 
or OMB to verify. 
 
Senator Dever: Would their internal auditors serve a different function then the ones you 
proposed?    
 
Josh Gallion: Yes, the internal auditors work for that institution. The auditors we’re looking 
for are to go in and conduct audits according to the standards. For that level of independence.   
 
Senator Oehlke: At one time I had said what if you don’t get 7, and you said I could use 12.   
What if you only got 3 or 4, would we reduce those hours by a number or would you be able 
to work on just certain institutions just not the others? 7 auditors seem like a big bite for the 
general fund. Having an opportunity to show some payback might be a good idea for next 
session. The payback might come from efficiencies. Can we gradually get there? 
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Josh Gallion: We will always do our statutory responsibility with the resources given. Our 
basic premise is that we are trying to conduct these at the highest and best level for the tax 
payers. If we get fewer than 7, then yes that will adjust the capacity of the hours we can 
invest in these audits. Whether or not we devote all of it to 1 or 2 institutions. We are trying 
to show with these 7 FTEs, this is the level of auditing that Higher Ed would receive, which 
is much more comparable to what we’re doing within the executive branch.    
 
(16:05) Sheila M. Sandness, Legislative Council: Quick answer to Senator Dever. Yes, 
they do currently have a couple internal auditors. They weren’t transferred back, just added.  
 
Blake Crosby, Executive Director ND League of Cities: I am here to support the auditors 
request for more FTEs. The private market is shrinking. The city auditor turnover, as much 
as we try to stabilize we’re looking at a 25% annual turnover. Things are bound to fall through 
the cracks. The other cost we’re facing is the cost. You have to go to a private traveling 
auditor. Those costs add up. We have a robust communication platform within the League. 
As cities go into deficiencies on their audits, the state auditor can reach out to us and we can 
contact those cities. That only solves the information point, not the cost point. I would 
encourage you to think about some number of additional auditors for the state office. I don’t 
want to see any of my cities not having an audit for 2-5 years and then finding themselves in 
financial difficulty.  
 
Senator Grabinger: Are there any cities that share auditors? Sharing the cost and sharing 
those services. Is that an idea? 
 
Blake Crosby: You mean sharing like a CPA or a city auditor? (City auditor.) 
Yes, there are cities that share auditors. Some of the smaller cities have auditors that do 
financial accounting functions, they aren’t a pure auditor. They serve up to 3 different small 
cities, because they can’t afford anything else. I think the request that the state auditor is 
asking, is a good request.  
 
Senator Dever: Do you know if there are any sanctions for failure to comply? Also you 
mentioned changes in auditor, when you’re an incoming auditor, you should have the 
previous auditor audited. So that you don’t accept any responsibility for anything that might 
already be out there.   
 
Blake Crosby: I don’t know about the sanctions. With the second question, let’s keep in 
mind that city auditors are appointed. There is no job description, it is up to the city who they 
want to hire. We can’t let the term auditor take us down that path. They really aren’t auditors; 
they are financial managers. Should they ask for an audit of the books when they come in, 
they probably won’t get that option due to the cost.    
 
Senator Dever: It’s interesting because organizations I belong to, when we have a meeting 
we approve the minutes. You can’t approve something until it’s audited. So when we change 
treasurers in those organizations, this is the time to do the audit.   
 
Blake Crosby: I agree, that’s the way I do it. I want to look at the books. That is not the way 
it functions for my smaller cities.   
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Senator Dever: If I was a new treasurer, I wouldn’t want to be responsible for the condition 
of the books as it came to me.      
 
Blake Crosby: Their numbers are so small; I don’t know if that makes a difference.  
 
Senator Dever: The smaller cities aren’t required to do audits.  
 
Blake Crosby: If they are 500 people or less, which is 261 of our cities. We have a function 
in March, which is primarily attended by city auditors. The state auditor’s office is going to 
come in and talk to them about audits.   
 
Josh Gallion: For the sanctions and penalties, there is no penalty per say. The auditor’s 
office can send a letter notifying them that we will now come conduct an audit. They no longer 
have the ability to choose their auditor.  
 
Senator Dever: If they do that, they are still obligated to pay for it?  
 
Josh Gallion: Correct. I am very proud that we aren’t like MN, their state auditor’s office is 
considered a much lower cost of service then many private CPA firms. In MN, they want the 
ability to go to private firms because the office of the state auditor of MN is much higher in 
cost then private sector. Here in ND, because we have a more competitive environment, our 
costs are lower.  
 
Senator Oehlke: That is good to know. I’m sure the League of cities appreciates that.  
 
Josh Gallion: I think every city much appreciates our audits that we do. The reason we are 
asking for these 4 people is be able to add an additional 40-50 clients and be able to provide 
those services at a lower cost than the private sector.  
 
(26:53) Senator Grabinger: Are we ready to entertain a motion? (That was confirmed.) 
 Moved a Do Pass to the executive budget with the changes to the salaries and benefits, 
removal of retirement contribution, and we would be restoring the portion of the 10% general 
fund reduction, restoring the 5% special fund reductions, adding 2 FTEs back to establish 
the Bismarck office, resume the funding of the IT security reviews, add of the OARS the 4 
special fund FTEs to the Bismarck office, add the capital asset line to purchase the 
multifunction machine for $16,000, we would add the funding for the hiring of consultant as 
needed.  
 
Senator Oehlke: What about the university auditors?  
 
Senator Dever: I would go along with that, but also 3 university auditors, and next session 
expand that. I would be prepared to make that motion.  
 
Senator Oehlke: Would you mind amending your motion to include the 3 university auditors 
that would come out of the general fund? 
 
Senator Grabinger: I’ll second it for discussion, but I don’t think we will get that to fly. I’ll 
second his desire to put that in there.  
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Senator Dever: I will second the amendment to his motion.  
 
Senator Oehlke: Walk through it one more time.   
 
Senator Grabinger: Walked through the motion again with the university auditors included.  
 
 
Sheila M. Sandness, Legislative Council: Are you doing the 2 and 3 with the health care, 
not the executive budget? (That was confirmed.)   
   
Senator Grabinger: Continued going over the complete motion.  
 
Senator Dever: Seconded. 
 
A Roll Call Vote Was Taken: 3 yeas, 0 nays, 0 absent.  
 
Motion Carried.  
 
Sheila M. Sandness, Legislative Council: You just want these amendments prepared, will 
you meet again to go over the amendments before you take it to the full committee? 
 
Senator Oehlke: We won’t have an official meeting unless something is goofed up on them. 
I would like to see them before though.  
We will close the hearing on SB 2004. 
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A BILL for an Act to provide an appropriation for defraying the expenses of the state auditor. 
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Chairman Vigesaa:  Opened the hearing on SB2004. 
 
Roll Call taken. 
 
Joshua Gallion, State Auditor, ND Office of State Auditor:  See attachments A through 
C. 
 
Chairman Vigesaa:  What’s the difference between performance audits and operational 
audits? 
 
Joshua Gallion:  Operational audits are the ones required in law that we conduct on a 
biennial basis.  The performance audits are targeted, they are called for; typically it’s to 
address a current or pending concern.   
 
Chairman Vigesaa:  Those were the auditors that used to reside within higher education? 
 
Joshua Gallion:  Yes. 
 
Joshua Gallion continued with his testimony. 
 
Representative Beadle:  Is the decline in the number of firms that are performing these 
audits a result of consolidation?  Is the raw number of people doing audits of this type also 
declining at the same rate? 
 
Joshua Gallion:  It’s a combination of a few types of things.  It could be retirements.  We 
also find that our peer review requirements have increased significantly. 
 
Joshua Gallion continued with his testimony. 
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Representative Bellew:  By special funding do you mean that the local entities pay you to 
perform audits? 
 
Joshua Gallion:  Yes. 
 
Joshua Gallion continued with his testimony. 
 
Representative Bellew:  That’s on the Indian reservation, so we as the state can audit that? 
 
Joshua Gallion:  Belcourt public school district #7 is the entity, they do receive state funding; 
and state law allows the auditor’s office to follow state funds. 
 
Chairman Vigesaa:  Can you explain how that petition process worked in Belcourt and how 
many signatures they needed? 
 
Joshua Gallion:  The audit requires 35% of the electorate in the previous election for 
governor.  There were 600 votes cast in Belcourt; which meant that we needed 200 
signatures that initiated that audit.  We worked with the attorney general’s office and the 
secretary of state’s office.  We found that the auditor’s office section of law is extremely vague 
when it comes to petitions. 
 
Chairman Vigesaa:  How much time does that give you to do that audit? 
 
Joshua Gallion:  There is no time line.   
 
Chairman Vigesaa:  How expansive is your waiting list? 
 
Joshua Gallion:  We have around 15 that expressed interest; but we’ve had 9 or 10 that 
said if we had the capability they’d want us to do it.  
 
Representative Beadle:  Can we get a list of who you have on the waiting list? 
 
Joshua Gallion:  Yes. 
 
Joshua Gallion continued with his testimony. 
 
Representative Beadle:  What’s the current cost of operating the lease and what would be 
the incentive to change over and own it on your own? 
 
Don LaFleur, Director, ND Office of State Auditor:  It’s $550.00 for the lease payment. 
 
Representative Beadle:  Does that include servicing and everything else as well? 
 
Don LaFleur:  Yes. 
 
Representative Beadle:  Is your current lease rate dependent on usage as well?  Do you 
have thresholds? 
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Don LaFleur:  The lease rate doesn’t change; but the service contract does change. 
 
Representative Kempenich:  What’s the life span from leasing to buying? 
 
Joshua Gallion:  We think that we’ll get 4 or 5 years on a purchased machine. 
 
Joshua Gallion continued with his testimony. 
 
Representative Kempenich:  What are you looking at with a medical auditor? 
 
Joshua Gallion:  We will be able to expand our expertise with human services, the health 
department, the state hospital and the veteran’s home. 
 
Chairman Vigesaa:  You have previously not had a medical auditor in the office? 
 
Joshua Gallion:  No, we have not. 
 
Representative Kempenich:  The department of human services doesn’t have a fraud unit.  
When we talked to DHS they don’t know if fraud is going on. 
 
Chairman Vigesaa:  For the FTE’s that the Senate added back in; those three FTE’s are 
specific to that role? 
 
Joshua Gallion:  The state agency side includes the executive branch and higher education.  
The greatest need is in higher education.  We are looking to add to that team. 
 
Joshua Gallion continued with his testimony. 
 
Representative Kempenich:  You’re independent of that type of conversation?  How does 
that work when you’re doing an IT security audit? 
 
Joshua Gallion:  We do operate independently.  We bring a security auditor in and they 
conduct penetration tests. 
 
Representative Kempenich:  You said that would cost $450,000.00? 
 
Joshua Gallion:  That includes both the state agencies and higher education.   
 
Chairman Vigesaa:  With ITD, would an audit such as this give some clarification to the 
legislative body whether or not the unification process should move forward?  Would an audit 
like this lend some guidance as to whether or not the unification process is good to do? 
 
Joshua Gallion:  I do believe so.  I think in the past we’ve identified a structural fault in our 
IT server infrastructure.   
 
Representative Mock:  That’s an IT audit that we had appropriated and authorized for 
several biennia.  This is not a new audit, this is just us doing the IT security audit on a biennial 
basis? 
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Joshua Gallion:  That’s correct.  Last biennium because of the revenue issues with the state, 
there were several issues identified in those audits.  The discussion was always to bring this 
back; because I think it’s provided a tremendous benefit. 
 
Representative Beadle:  With your comments of how you believe that the Mantech style 
audit could help us form an opinion regarding ITD unification; with regard to the previous 
audit, a lot of those findings were dealing with the structural integrity of the servers and 
firewalls.  It doesn’t get into personnel structure, it’s more with hardware itself.  Would that 
be safe to say? 
 
Joshua Gallion:  Yes, they’re looking at the infrastructure of our IT. 
 
Representative Beadle:  By the system you mean the hardware, the nuts and bolts; not the 
system in terms of organization of personnel? 
 
Joshua Gallion:  That is a policy decision of my management and legislature. 
 
Representative Mock:  When was the last time we’ve conducted a performance audit of any 
IT related functions? 
 
Joshua Gallion:  We’ve never conducted a performance audit of ITD. 
 
Representative Mock:  If it’s a question of unification and any of the issues that unification 
would address, that would evaluate the unification.  The ITD security audit is just security 
functions, hardware and policy of security. 
 
Joshua Gallion:  Yes.  It is focused on infrastructure.   
 
Representative Mock:  Regarding, any performance audit, you do not need legislative 
approval to conduct a performance audit; that’s something that your office can do as long as 
you have the funding and manpower to do it. You can choose which agencies you do 
performance audits on.  Is that correct? 
 
Joshua Gallion:  That’s correct.  State law authorizes the state auditor to order a 
performance audit. 
 
Representative Mock:  How long do you need to conduct a performance audit?  How many 
performance audits can or do you do in a biennium? 
 
Joshua Gallion:  Those are all variable numbers depending on size, scope and complexity.  
We have performance audits that have lasted years or months; it all depends on what we’re 
looking at.  It’s hard to say that we do a certain number per year and what time it takes. 
 
Representative Beadle:  With the regards to the comment about desktop support.  When 
was that removed from you?  How many people did you have internally dedicated to that role 
versus how those people have been shifted to an operational standpoint? 
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Don LaFleur:  We transitioned to ITD desktop support in 2015.  Before that we had 5 
information system auditors; they did information system audits and also provided desktop 
support to the agency. 
 
Representative Kempenich:  The idea was to bring uniformity across the state agencies.  If 
there are specialty areas that you’re having issues with, I don’t ever think it was the intent to 
hold it to that rigid of standard.  Can you put together some specifics so that we may be able 
to address some of that in the budget?  You’re not going to get out from underneath it. 
 
Joshua Gallion:  We can provide that information. 
 
Chairman Vigesaa:  Your amendment is appendix C and D? 
 
Joshua Gallion continued with his testimony. 
 
Representative Mock:  What percentage of the audits are done by your personnel and what 
percentage is out sourced to private auditors? 
 
Joshua Gallion:  For state agencies, we do the bulk of those audits.  When it comes to local 
government, we do a very small number of those audits.  In section 54-10 there’s a list of 
local government entities; there’s about 21 of those.  Those numbers add up to 1,200 to 
1,300 entities, we conduct about 80 to 90 of those audits.  All of those reports still come to 
the auditor’s office. 
 
Representative Mock:  Was that number higher?  Did the auditor’s office used to do more 
of those audits of the political subdivisions that are listed in code? 
 
Joshua Gallion:  We did.  We used to do many more of them.  There are many local entities 
in the western half of North Dakota that we used to do those audits for that we do not 
anymore; that’s why we’re making the request for additional local government auditors. 
 
Representative Mock:  Do you bill the political subdivisions for those audits?  How does the 
state’s rate compare to private rates? 
 
Joshua Gallion:  We do bill.  These are special funded positions; they do bill these local 
municipalities for the audit services they provide.  We are less than $100.00 per hour; and 
the private firms are more than $200.00 per hour. 
 
Representative Mock:  Is the time required to do those audits roughly equal between your 
office and a private firm? 
 
Joshua Gallion:  They are very similar.   
 
Chairman Vigesaa:  In your folder, you talked about expertise in your office.  Are you nearing 
retirements in area of your office? 
 
Joshua Gallion:  We have in this last year some significant retirements. 
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Chairman Vigesaa:  The time vacant has been short. 
 
Joshua Gallion:  We are. 
 
Representative Kempenich:  Do you have compression issues in your agency? 
 
Joshua Gallion:  We do run into those issues from time to time. 
 
Attachment D was handed out but not discussed. 
 
Chairman Vigesaa:  Closed the hearing. 
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Chairman Vigesaa:  Opened the discussion on SB2004. 
 
Roll Call taken. 
 
Joshua Gallion, State Auditor, ND Office of State Auditor:  See attachments A through 
C. 
 
Representative Kempenich:  Do you have any numbers to justify switching?  Have you 
done anything to compare what other companies are charging.   
 
Joshua Gallion:  We’ve contacted DELL and they could provide a very similar service at 
less cost.  They could send devices to us ready to go and we would just plug them in.  All 
these services could be outsourced; they do not have to be conducted by ITD. 
 
Representative Kempenich:  I think that maybe in OMB’s budget we require some looking 
into this to see if this model is still relative today. 
 
Chairman Vigesaa:  I assume the governor’s idea with ITD was trying to do what was best 
for the overall system. 
 
Joshua Gallion:  If the auditor’s office could get out of desktop support.  In two years we 
would have better information for the legislature concerning cyber security to see if this works. 
 
Chairman Vigesaa:  How long have you been under desktop support by ITD?   
 
Joshua Gallion:  My predecessor. 
 
Representative Beadle:  It was February 2015. You mentioned your conversations with 
DELL and getting some of the desktop support services through them.  Currently across the 



House Appropriations Committee – Government Operations Division  
SB2004 
March 8, 2019 
Page 2  
   

state we have about 9,000 HP devices and 3,000 DELL devices.  As we get more devices 
onto one shared platform, we’re able to eliminate the duplication efforts of having to have 
various power cords and batteries for backup.  Have you talked to other companies besides 
DELL or HP?  What’s the rationale of looking at DELL specifically? 
 
Joshua Gallion:  We reached out to DELL just to get some information.  Companies aren’t 
interested in digging into this very deeply right now because there is such a restriction.  They 
know that the law would have to change and there would need to be some modifications 
during the session.   
 
Representative Beadle:  Once something like that would go to state procurement, it could 
be a thumb on the scale because they were already involved in those discussions on the 
front end. 
 
Joshua Gallion:  We do run into purchasing issues in our office; procurement is not always 
clear cut. 
 
Representative Kempenich:  I always get a little concerned when I see agencies push back 
against other agencies.  I get a little leery of that, because then there’s something that 
somebody doesn’t want to see; or issues that need to be addressed. 
 
Chairman Vigesaa:  Do you recall conversations in regard to desktop support and how 
agencies were satisfied with how it’s currently been or other agencies reaching out saying 
that they would like to have their own? 
 
Representative Mock:  This last interim we did conduct a survey of agencies; and we had 
54 respond and give us feedback on satisfaction and competitiveness.  It was generally 
positive, there were a handful that had concerns.  Usually it was that they were such a small 
or niched agency that they were paying for services that they weren’t necessarily receiving.  
In some cases, it was questions of procurement and having a more rapid response for work 
orders.  I’ll share that information with the committee. 
 
Joshua Gallion:  Went through the green sheet. 
 
Chairman Vigesaa:  The governor’s recommendation was to remove those two and to 
remove funding in addition.  Did you have vacant FTE’s that he thought maybe didn’t need 
funding?  Do you have any rationale behind what that was for? 
 
Joshua Gallion:  When the governor submitted the budget request information, we met the 
threshold for the 10% reduction and 5% FTE’s. 
 
Chairman Vigesaa:  On the Senate version, the governor added two back in and the Senate 
added an additional two FTE’s. 
 
Joshua Gallion:  Yes.  We asked for the four local government auditors to restore the 
Bismarck office that we lost.   
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Chairman Vigesaa:  The net is five FTE’s but really only funding for three FTE’s?  You said 
the two FTE’s that were removed, really removed the funding for four FTE’s. 
 
Joshua Gallion:  Correct. 
 
Chairman Vigesaa:  Then seven FTE’s are added back in; but the green sheet shows that 
you received five positions. 
 
Joshua Gallion:  The four FTE’s that are being added for the local government, they are 
special funded; they conduct audits of local government entities.  They do not support the 
rest of the agency in any way.  The net reduction to our agency auditors; we are going 
backwards one position.  The numbers with the FTE’s show that we’re adding one FTE; but 
we would be losing one because the funding is not there. 
 
Representative Mock:  The purpose to underfund salaries and wages, was the mindset that 
the money could be found or allocated elsewhere? 
 
Joshua Gallion:  I have no understanding on why the governor’s recommended budget 
included those; other than that’s the information we suggested or supplied based on the 
requirements.  Cutting $725,000.00 and two positions; no one in our office makes 
$160,000.00 per year.  
 
Renae Bloms, Budget Specialist, ND Office of Management and Budget:  When we had 
them submit their budget they had to cut two FTE’s and then they could have cut anywhere 
else.  Their option was to underfund their salaries.  Based on what they had in previous 
biennium for remaining salary, that was an amount that we felt, either between vacancy 
savings or different items; could have in their budget. 
 
Joshua Gallion:  We have never turned back $725,000.00.  This biennium, we are 
estimating $200,000.00 in general fund turn back.  If we have had excess funding, it has 
never been fully general funds; we’ve also had special funds and federal funds.  We may 
have authorization other places; but to cut $725,000.00 in general funds directly impacts our 
ability to conduct agency audits.  If we have to continue absorbing losses as we see growth 
in our state’s financials, we may have to begin looking at outsourcing the statewide single 
audit.  The auditor’s office generates $1.2 million in general fund revenue by conducting that 
audit and billing the federal programs. 
 
Chairman Vigesaa:  The two FTE’s that were reduced, do we know what the funding for 
those two is; because the difference between that is how much we actually underfunded 
that? 
 
Renae Bloms:  Cutting the two FTE’s was $325,000.00; and then the auditor fund would 
have been $400,000.00.  It’s for the whole biennium; it’s not just salaries and benefits, etc.  
 
Representative Beadle:  Can you say what the turn back is that your anticipating for this 
biennium? 
 
Joshua Gallion:  We’re projecting $170,000.00 to $200,000.00 in general funds. 
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Representative Mock:  How many of your FTE’s are special funded? 
 
Joshua Gallion:  Under Craig Hashbarger on the organization chart, he is our performance 
auditor manager; he’s overseeing our local government.  There’s a vacant audit supervisor 
that we’re trying to fill in Bismarck.  Heath Erickson is our audit supervisor for local 
government in Fargo.  They conduct 70 audits every biennium; but we are responsible for 
receiving and reviewing nearly 1,300 audits of local entities in North Dakota. 
 
Representative Mock:  Just the six positions that are under the vacant supervisor and Heath 
Erickson?  Would those supervisor positions also be special funded? 
 
Joshua Gallion:  All of the positions under Craig are special funded; it’s seven current staff 
and a temporary employee. 
 
Representative Kempenich:  The four political subs that you’re looking at; those would be 
under the vacant Bismarck audit supervisor? 
 
Joshua Gallion:  Yes.  We are looking at adding these positions in to restore the Bismarck 
office. 
 
Representative Beadle:  Can you state how you identify those individuals? 
 
Joshua Gallion:  They did reach out to some of these clients to see who would be interested 
in our services; if it were available.  We had several that said they would take it immediately.  
We had others that wanted us to contact them if we do.  See attachment D. 
 
Representative Beadle:  These are the ones that you would bid to provide services for 
should you have the staffing?  For the ones that are listed under waiting on expansion, is that 
a similar scenario that you would go and bid with them should you have the FTE’s or is it 
something where you did a bid for it but don’t have the FTE’s to complete that work? 
 
Joshua Gallion:  We have not been on any of these because we do not have the capacity.  
If we submit a bid, the intent would be to conduct the audit. 
 
Representative Beadle:  You list them as clients waiting on expansion.  The client tends to 
operate under the assumption that there is an established relationship where an agreement 
for services has been created.  If you don’t have the FTE’s and you haven’t done a bid for 
them, how do you identify them as clients? 
 
Joshua Gallion:  We consider everybody that we conduct an audit with or potentially conduct 
an audit with as a client.  At this point, these are clients that have expressed an interest.  
These are potential clients. 
 
Representative Beadle:  Understanding the bid process and depending on the size of the 
city you’re looking at doing, the cost would vary.  Looking at the list, just say Williams county, 
what would a typical agreement with a client like that generate in terms of special fund 
revenue?  How many FTE man hours would end up requiring to fulfill that contract? 
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Joshua Gallion:  It varies.  For local government we’re probably looking at $10,000.00 to 
$20,000.00 for some of these audits.  That typically depends on the size of the entity bidding.   
 
Representative Beadle:  You mentioned that for some of these political subdivisions 
community audits $10,000.00 to $20,000.00 might be the range; but it depends on the scope 
of services.  How does that compare to the cost for the agency audits? 
 
Joshua Gallion:  Just like local governments, they vary by size and complexity.  See 
attachment E.   
 
Chairman Vigesaa:  When you go on a bid, how competitive are against private industry. 
 
Joshua Gallion:  Every engagement varies.  Our average hourly cost is about $75.00 an 
hour; the private industry is closer to $200.00 an hour. 
 
Chairman Vigesaa:  I would imagine that’s why you have a fair amount of people that would 
like to have you do the audits if you have the funding. 
 
Joshua Gallion:  The city of Williston would be thrilled. 
 
Chairman Vigesaa:  The funding for the IT review, was that something that your office just 
takes on on their own or was that a request from somebody to do that assessment? 
 
Joshua Gallion:  The IT committee initiated that, we’ve been conducting it ever since.  It is 
$450,000.00; $150,000.00 go towards the ITD component and $300,000.00 goes to conduct 
one for higher education.  In past bienniums the funding breakdown for that has been 
$150,000.00 general fund and $300,000.00 special funds.  We do bill the institution of higher 
education for those services. 
 
Vice Chairman Brandenburg:  You have projected almost $1 million for 2020-2021.  If 
you’re not here and able to do it because you’re short of staff, who’s going to do it? 
 
Joshua Gallion:  If we ever get at the point where we were unable to do it, it would have to 
be outsourced. 
 
Representative Beadle:  I understand the necessity for some of the increases in the billing 
from the old to the new.  I see that NDSU had about 500 more hours anticipated than UND; 
it’s 1,730 to 1,250.  When I look at the higher education budget, UND has 400 more 
employees and about $200 million more in special fund budgeting; what’s the rationale and 
the reasoning for such a disparity in the hours?  What’s the different scope and the purview 
of the audit that justifies that big of a difference; that’s about a 30% increase? 
 
Joshua Gallion:  I would have to dig back in to the specifics.  We can provide those if 
needed. 
 
Representative Beadle:  It wouldn’t be purely based off of special funds or the size of the 
agency.  Could it be operational? 
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Joshua Gallion:  It could be certain components that we were looking into.  NDSU is a very 
large organization.   
 
Don LaFleur, Director, ND Office of State Auditor:  When we analyze those hours that 
you see there, that was based on both their appropriations and their total FTE count.  NDSU 
while they have less appropriation, has more FTE which accounts for that difference. 
 
Representative Beadle:  Looking at the budget for the two colleges right now.  UND’s full-
time equivalent positions are 2,218 and NDSU’s are 1,895 positions.  On the face, that’s 
wrong.  I’m assuming that it’s not 500 hours of looking at asphalt.  What is the actual base in 
terms of how you’re building the assessments for this; because this doesn’t pass the smell 
test. 
 
Don LaFleur:  We can get you details on how we came up with those base hours. 
 
Vice Chairman Brandenburg:  How much is the copier? 
 
Joshua Gallion:  It’s probably going to be close to that $16,000.00. 
 
Representative Beadle:  With the current lease for the existing copier, you’ve currently been 
doing about $250.00 a month which does include the service contract as well.   
 
Joshua Gallion:  We might be paying for additional service on top of that $250.00. 
 
Chairman Vigesaa:  The Senate added $150,000.00 general funds for consulting fees. 
 
Joshua Gallion:  That could probably be eliminated.  If we need consultants on an audit, we 
can approach legislative audit fiscal review committee.  If they authorize those consultants, 
the agencies would pay for those costs. 
 
Chairman Vigesaa:  Is that common practice that the committee would ask for a consultant 
to come in? 
 
Representative Mock:  Not often. 
 
Representative Kempenich:  Usually it’s if something happens during the legislature; so 
we’ll provide some funding during the interim if a performance audit is look at. 
 
Joshua Gallion:  If I had to prioritize over bodies or consultants, I would pick bodies. 
 
Representative Mock:  Do you have a performance audit division? 
 
Joshua Gallion:  Our performance audit division has been dissolved.  Last session our 
performance audit manager was removed by the legislature, shortly after that we lost a 
majority of the team.  We have one remaining staff from that and we have transferred them 
into the agency audit function.  We look at the skill sets of our auditors and we select the 
people that have the best skill set to fit in with the needs of the performance audit.  The 
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people that report to Allison Bader and that team would select the auditors for those 
performance audits. 
 
Representative Mock:  How many did you have working on performance audits? 
 
Joshua Gallion:  We had four people. 
 
Representative Mock:  Was that including the supervisor or not? 
 
Joshua Gallion:  It included the manager. 
 
Representative Beadle:  The only individual that I see on the org chart that has performance 
listed as part of their skill set is Craig Hashbarger.  Was he part of the previous team for the 
performance audit division? 
 
Joshua Gallion:  Craig Hashbarger was part of the six auditors that we received.  Those six 
positions have really been the only additional FTE’s added to the auditor’s office; that 
responsibility came with additional section of century code.  Today, we still have four of those 
left.  Last session with the reductions, we had to cut two of those positions; they were vacant. 
 
Representative Mock:  What is the difference between manager higher education 
performance and manager higher education agency?   
 
Joshua Gallion:  Robin oversees our operational audits.  We differentiate operational audits 
from performance audits.  Any audits that are required to happen on a two-year basis would 
be considered operational.  Her team conducts the eleven institutions, the system office, the 
boards and commodity groups that she provides services for.  Craig’s team is specific to the 
higher education performance and that is spelled out in century code. 
 
Representative Mock:  Prior to the elimination of a specific performance audit division; there 
was still two distinct divisions.  There was performance audit and there was higher education 
performance? 
 
Joshua Gallion:  That’s correct. 
 
Representative Mock:  Was the higher education performance division as it is now? 
 
Joshua Gallion:  Yes. 
 
Representative Mock:  So the four FTE’s were just absorbed by Allison’s division?  
 
Joshua Gallion:  Yes.  The positions are located in that group.  We do still conduct 
performance audits. 
 
Representative Mock:  Have you had to contract with any of the performance audit 
services? 
 
Joshua Gallion:  No, we do all performance audits in house. 
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Chairman Vigesaa:  Closed the discussion. 
 
 



2019 HOUSE STANDING COMMITTEE MINUTES 

Appropriations Committee – Government Operations Division 
Medora Room, State Capitol 

SB2004 
3/13/2019 

Recording Job# 33656 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk:  Sheri Lewis 

 

Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to provide an appropriation for defraying the expenses of the state auditor. 
 

Minutes:                                                 Attachment A 

 
Chairman Vigesaa:  Opened the discussion on SB2004. 
 
Representative Mock:  Went through the worksheet.  See attachment A. 
 
Representative Mock:  I did send a request for a list of all of their FTE’s in the 2015-2017 
biennium and the current biennium.  The amendment is putting back six FTE’s. 
 
Chairman Vigesaa:  It all has to do with operating and FTE’s. 
 
Representative Mock:  One thing I have requested is the breakdown of all the positions and 
how they compare to previous biennium.  Who the 59.8 FTE’s were might be different from 
the 56 FTE’s and how they’re allocated in the 2017-2019 biennium.  Also exploring the idea 
of any independence that the auditor’s office may have through a firewall or being exempt 
from IT related services. 
 
Chairman Vigesaa:  We had the discussion about this the other day.  Because almost all of 
his budget is salaries and FTE’s; about all he could reduce to meet the governor’s 
recommendation was to remove salaries and FTE’s.  If you have to submit a 90% budget 
and your office is 95% salaries, you really don’t have a lot of place to go? 
 
Becky Keller, Budget Specialist, ND Office of Management and Budget:  Yes. 
 
Chairman Vigesaa:  The Senate gave them two positions more than the governor did and 
the Senate added in three auditors to the university system.  Do we recall the specific reason 
that they were added for the NDUS? 
 
Representative Howe:  The three state FTE’s for the university system, are those only going 
to be financial or performance audits or are they doing both? 
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Representative Mock:  I don’t have an answer to that; but, we’ll find out. 
 
Chairman Vigesaa:  He kept reiterating that even with what the Senate added in, he thought 
he was still down one from where he was before. 
 
Representative Bellew:  Where are you? 
 
Chairman Vigesaa:  He alluded to the net effect was that he was still down one FTE. 
 
Representative Mock:  The highest that office has been was 59.8 FTE’s in the 2015-2017 
biennium. 
 
Chairman Vigesaa:  At one time we took the auditors out of the university system and moved 
them into his office.  Was that last time or the time before? 
 
Alex Cronquist, Fiscal Analyst, ND Legislative Council:  I believe that was in 2015. 
 
Chairman Vigesaa:  Was that four or six FTE’s? 
 
Alex Cronquist:  Six were added in 2015 for the university system. 
 
Chairman Vigesaa:  They moved out of the university system office? 
 
Alex Cronquist:  Some of those did.  The university system had three internal audit FTE 
positions removed in 2015. 
 
Representative Mock:  The one thing I want to clarify is the recommendation was to 
eliminate two FTE’s and then underfund salaries and wages to meet the requisite 10%.  They 
removed a local government division position and a state audit division position.  The Senate 
added four local government division positions and three state audit divisions to audit NDUS.  
What I’m not sure is did the two that were reduced, was one of those related to higher 
education or was that general state audit division.  Is this going to be a net effect of losing 
one auditor to other state audit divisions and the university system has three additional 
auditors? 
 
Chairman Vigesaa:  At the end of his testimony he said he would give up the consulting fees 
of $150,000.00 and move that back into salaries.  Part of his 90% was to get his wages line 
down; so that’s higher than the FTE count.  That would be two FTE’s and additional salary 
and wages line? 
 
Representative Mock:  Are there any questions regarding the organizational chart?  The 
deputy is a lawyer.  He has a legal background not a financial background; which is not 
common.  There used to be the performance audit division; but that no longer exists. 
 
Chairman Vigesaa:  Is there any appetite to giving him more FTE’s? 
 
Representative Beadle:  They did have seven auditor positions currently vacant.  Only one 
of them has been vacant for more than seven months based on that report. 
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Chairman Vigesaa:  What I’m hearing is there isn’t any appetite to add more than what the 
Senate has done. 
 
Representative Beadle:  I did reach out to one of the large accounting firms in North Dakota 
that does have a division specifically focused on local government audits.  They have 
indicated that they have ample staffing, have been contracted with a number of communities 
across North Dakota; as well as other states across the Midwest.  They have acquired other 
firms in the last four or five years across North Dakota to increase their staff.  They indicated 
to me that the argument that these local communities can’t find auditors; just means they’re 
not calling anyone to try and get an auditor.  We didn’t get into cost. 
 
Chairman Vigesaa:  I think that some of these local subdivisions are looking for the lower 
cost audit which is potentially why they would be on a waiting list. 
 
Chairman Vigesaa:  Closed the discussion. 
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Chairman Vigesaa:  Opened the discussion on SB2004. 
 
Roll Call taken. 
 
Joshua Gallion, State Auditor, ND Office of State Auditor:  See attachment A. 
 
Chairman Vigesaa:  Can I have that in a printed fashion? 
 
Joshua Gallion:  Yes. 
 
Joshua Gallion went through the worksheet. 
 
Chairman Vigesaa:  Those two FTE’s would be local government.  It removes a state and a 
local FTE.  
 
Joshua Gallion:  That’s the narrative, but their all general funded; which to me, means 
they’re all agency auditors. 
 
Chairman Vigesaa:  That would be two state audit positions? 
 
Joshua Gallion:  That would be four state agency auditor positions; because $725,000.00 
is enough funding for four people. 
 
Chairman Vigesaa:  The next line is the two FTE’s for local government; which the executive 
recommendation was for two FTE’s and the Senate added an additional two FTE’s. 
 
Joshua Gallion:  Yes, we did ask for two additional positions; we’re trying to restore the 
Bismarck office.  For me the priority is to restore state positions.  The local governments can 
hire a private CPA firm. 
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Chairman Vigesaa:  Your thoughts are that the two that the Senate added wouldn’t be 
necessary? 
 
Joshua Gallion:  That’s correct.  If we were held at the 61 FTE’s, my priority has to be to the 
state government; not the local. 
 
Chairman Vigesaa:  The three for the state audit division for the university system; that 
$560,000.00 for general funds would really be special funds.  Is that what you indicated? 
 
Joshua Gallion:  That would stay the same. 
 
Chairman Vigesaa:  You said something would be special funds instead of general funds. 
 
Joshua Gallion:  The information technology review for the security audits, that 
$450,000.00; that could be $150,000.00 general funds and $300,000.00 in other funds. 
 
Representative Bellew:  Where would the other funds come from? 
 
Joshua Gallion:  We contract for the service and then we bill the university system.  They 
cover those costs. 
 
Chairman Vigesaa:  The $150,000.00 for consulting fees can be eliminated? 
 
Joshua Gallion:  That’s correct.  The intent behind this line was to have the funds within the 
auditor’s office to cover those costs; but we have other mechanisms. 
 
Chairman Vigesaa:  If we restored the $725,000.00 we would also be removing $300,000.00 
from general funds from those other two lines? 
 
Joshua Gallion:  It would be $450,000.00. 
 
Chairman Vigesaa:  Of general funds. 
 
Joshua Gallion:  Of general funds. 
 
Chairman Vigesaa:  It would be $300,000.00. 
 
Joshua Gallion:  You could strike the consulting fees.  That would cover a bulk of that 
$725,000.00. 
 
Chairman Vigesaa:  Explain why the Senate added three FTE’s. 
 
Joshua Gallion:  We requested seven and they authorized three FTE’s.  I could use 12 
FTE’s. 
 
Representative Mock:  You said because of the change of the appropriations, you said you 
wanted seven, you could use 12 and you received three FTE’s to do higher ed audits.  Is that 
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replacing an audit function that was done by someone else; but now, because of the 
appropriation it’s shifting the audit requirement scope to your office?  
 
Joshua Gallion:  No.  These are audits that we’ve always done; there are statutory 
requirements that we conduct these audits every two years. 
 
Representative Kempenich:  You basically wind up looking at their audits?  How do you go 
about do that? 
 
Joshua Gallion:  We conduct the independent audit.  The auditors that higher ed has; those 
are internal auditors.  They report to leadership in those organizations and they look into 
specific things that that leadership wants them to.  We conduct a broad overall audit. 
 
Representative Kempenich:  How did the three FTE’s come about? 
 
Joshua Gallion:  Just a number. 
 
Chairman Vigesaa:  These would be dedicated to the university system? 
 
Joshua Gallion:  We would bring them into our Bismarck office and we’re going to reassign 
some of our higher ed audits from our Fargo team to the Bismarck location.  These folks will 
be added into our agency side and the agency side will pick up Dickinson, Williston and then 
Minot to be conducted out of our Bismarck office. 
 
Chairman Vigesaa:  What would the total be of auditors concentrating on the university 
system? 
 
Joshua Gallion:  Our entire Bismarck team would be available for those three; our Fargo 
team has six and this would bring them to nine. 
 
Vice Chairman Brandenburg:  When we transferred the auditors from the university system 
to the auditor’s office, how many did they have in the university system at that point? 
 
Joshua Gallion:  That was before my time.  If we received the same number you reduced, 
it was six.  Last session, of those six we did lose two of them; so we have four higher ed 
performance auditors left. 
 
Representative Mock:  These three FTE’s would be operational auditors?  They would not 
be performance auditors? 
 
Joshua Gallion:  They would conduct the operational audits.  All of our operational audits 
follow performance auditing standards. 
 
Representative Mock:  You have six that are operational higher ed and three that are higher 
ed performance?  There are separate teams that would do performance and operational?  
These would align with the operational side in a Bismarck location. 
 
Joshua Gallion:  Correct.  These three FTE’s would wind up on Allison Bader’s team. 
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Chairman Vigesaa:  What are your thoughts about the tower? 
 
Joshua Gallion:  I would love to have the entire third floor.  The treasurer does not like that 
idea.  She has six people on that side of the office and I could fit 15 people in there; based 
on the way we handle our square footage.  July 1st when our lease downtown ends, I would 
like to get all of these positions in one spot. 
 
Chairman Vigesaa:  Where is your space located? 
 
Joshua Gallion:  The First Community Bank. 
 
Chairman Vigesaa:  You’ve looked where there might be space available in the tower? 
 
Joshua Gallion:  I’ve been talking to John Boyle about that and he thinks that we’d be able 
to figure something out.  We have space on the 13th floor that we could possibly trade.  We 
could give up 13 to possibly get a different space and reconfigure. 
 
Chairman Vigesaa:  Did Mr. Boyle indicate when the last time there was a shuffling of floors 
for departments?  
 
Joshua Gallion:  He did not. 
 
Representative Mock:  I did tour the auditor’s space on the thirteenth floor.  I did talk with 
Mr. Morrissette and to his knowledge the legislature has never designated space within the 
tower; however, if it would show up as a legislative directive; OMB would adhere to that.  
Normally, this would be something that would be worked out administratively and the 
legislature wouldn’t micro manage who was where and how.  Have you run any estimates on 
what it would cost to renovate both 13 and 3? 
 
Joshua Gallion:  I have not gone over to the treasurer’s office.  If the auditor’s office got the 
entire third floor, we would deal with the space that we have and towards the end of the 
biennium, we could potentially use some operational savings throughout the biennium to 
adjust the space.  It would probably be about $20,000.00 or $30,000.00. 
 
Representative Mock:  Do you have space to accommodate additional FTE’s in your current 
third floor? 
 
Joshua Gallion:  We’re maxed out. 
 
Representative Mock:  If all of your downtown staff and your 13th floor staff were located on 
3 with the rest of your Bismarck staff, are there any administrative FTE’s that could be 
eliminated? 
 
Joshua Gallion:  No.  We have two administrative staff total. 
 
Representative Mock:  Where are they located? 
 
Joshua Gallion:  In the Bismarck office. 
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Representative Mock:  Do you have any administrative staff that are associated with 
downtown or 13? 
 
Joshua Gallion:  No. 
 
Representative Mock:  The current budget has you allotted at 61 FTE’s; technically you only 
have the funding for 60 FTE’s.  If this budget were to go through without any adjustment what 
is the FTE you would have removed?  What would have not been funded? 
 
Joshua Gallion:  I have not considered much of that.  If we had a vacancy, that’s probably 
the one we wouldn’t fill. 
 
Chairman Vigesaa:  If these additional FTE’s were granted where would they be located?  
Would they have to be in the downtown office? 
 
Joshua Gallion:  That’s what we would have to figure out.  That’s why I’ve already reached 
out to Mr. Boyle to see what the options are. 
 
Representative Beadle:  In terms of bringing people up from the downtown office to here, it 
would generate about $30,000.00 of revenue.  Is that just due to saving what your office is 
currently spending on lease revenue; so it would just be a reduction in the operating?  Is it 
due to federal or other people that are funding that office that would then be coming over and 
paying for this space? 
 
Joshua Gallion:  That is a 100% federally funded program.  The federal government through 
that program pays the rent. 
 
Representative Beadle:  Do we know of any other federal programs that are paying us rent 
at the capitol? 
 
Joshua Gallion:  Quite a few. 
 
Representative Mock:  What is the cost that they are paying per square foot downtown and 
how much would they be billed per square foot at the capitol? 
 
Joshua Gallion:  It’s very comparable.  It’s around $14.00 per square foot.  The net impact 
of the federal program is minimal. 
 
Chairman Vigesaa:  What was the number of that bill?  
 
Joshua Gallion:  It was HB1079. 
 
Vice Chairman Brandenburg:  There’s a litigation pool in OMB where some of the agencies 
can go there and get money out of it.  Did you know about that? 
 
Joshua Gallion:  I have heard of that.  If there was any litigation, the auditor’s office can’t do 
that.  We can’t be directly involved.   
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Vice Chairman Brandenburg:  What you need is an outside attorney so you can have an 
outside opinion dealing with your government agencies. 
 
Joshua Gallion:  What we want is the ability to hire an attorney in house and have them act 
as an attorney. 
 
Chairman Vigesaa:  This new billing amount, is this something that’s in effect now or will be 
in effect?  You can just do that on your own?  You don’t need authorization from anyone to 
do that? 
 
Joshua Gallion:  This is in effect now.  The law says that we shall bill for the special fund 
component. 
 
Representative Mock:  The areas in red are agencies where their bill was based on their 
special funds; but they had used in part or in whole general fund dollars to cover that 
expense? 
 
Joshua Gallion:  That’s correct. 
 
Representative Mock:  What do the agencies that are bolded and black why are those bold? 
 
Joshua Gallion:  I’ll have to get back to you on that. 
 
Representative Mock:  Beginning this next year, the total amount is what you anticipate 
billing these agencies for their audits? 
 
Joshua Gallion:  Correct. 
 
Representative Mock:  Have any of the agencies had to negotiate or have they been 
delinquent in their payments? 
 
Joshua Gallion:  Not that I’m aware of. 
 
Representative Howe:  The $74.73 is across the board?  How did you come up with that? 
 
Joshua Gallion:  That is our average hourly rate. 
 
Representative Mock:  The $74.73 is that the same rate you would charge political 
subdivisions for those audits? 
 
Joshua Gallion:  We typically generate those bills based on quotes and bids; that may vary.  
I would guess that our overall rate is going to be similar. 
 
Representative Mock:  How often are these rates calculated?  I imagine that these rates 
are estimates based on the base budget; that you would recalculate the percent of the 
agencies funding that is special fund.  These numbers are subject to change by the end of 
this legislative session.  Is that not correct?  
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Joshua Gallion:  These are the numbers that we will use going forward. 
 
Representative Mock:  You’ll make the next calculation the next biennium and give them 
the estimates the end of 2020? 
 
Joshua Gallion:  We’ll try to get this out to them before the next legislative session.  Our 
goal is to try and get this out during the budget planning process; but we missed it this year. 
 
Chairman Vigesaa:  Closed the discussion. 
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Chairman Vigesaa:  Opened the discussion on SB2004. 
 
Roll Call taken. 
 
Representative Mock:  Discussed attachment A. 
 
Chairman Vigesaa:  The two FTE’s that the Senate removed; which one was a local 
government and one was state audit, we removed the two that were state audit positions. 
 
Representative Mock:  We restored the two FTE’s that were removed from the Senate; that 
was from the governor’s recommendation.  The reason was that that was just part of the 10% 
reduction.  
 
Chairman Vigesaa:  With restoring those and adding two local government FTE’s, did he 
grow by three in the local government? 
 
Representative Mock:  The Senate version had him losing one FTE and gaining four; so 
that was for a net increase of three FTE’s.  Now we have restored one FTE and added two 
FTE’s; so it’s still three FTE’s. 
 
Chairman Vigesaa:  As far as his state audit division, he got one back that was removed by 
the Senate? 
 
Representative Mock:  Correct. 
 
Representative Beadle:  When the auditor does the audits of the various agencies and 
requests an invoice from them, where does the revenue they receive go? 
 
Representative Mock:  Any of that revenue to pay for audits goes to the general fund. 
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Chairman Vigesaa:  Has the auditor seen your proposal? 
 
Representative Mock:  No, we finished this after 5:00 yesterday. 
 
Representative Mock continued with his explanation. 
 
Chairman Vigesaa:  I believe when the auditor was here he said with what the Senate did, 
he moved backwards? 
 
Representative Mock:  In some cases he did.  They added FTE’s and they did change some 
funding; but because the funding did not align with where those positions were, it was very 
convoluted.   
 
Chairman Vigesaa:  We’ve aligned that, he has not gone backwards and he has the funding 
in the proper place? 
 
Representative Mock:  Correct. 
 
Representative Mock continued with his explanation. 
 
Representative Bellew:  I did notice that you did not move any of the sections over. 
 
Representative Mock:  We did not move any of the sections over yet. 
 
Chairman Vigesaa:  Closed the discussion. 
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A BILL for an Act to provide an appropriation for defraying the expenses of the state auditor. 
 

Minutes:                                                 Attachment A 

 
Chairman Vigesaa:  Opened the discussion on SB2004. 
 
Representative Mock:  Discussed the green sheet. 
 
Chairman Vigesaa:  Have you provided that information to council yet? 
 
Representative Mock:  All of that was in the new long sheet.  The only thing that’s not been 
calculated is the new salary package for all the FTE’s as well as the adjustment to section 3; 
which is the salary increase for the auditor’s position itself. 
 
Representative Mock:  See amendment 19.0217.02001.  Attachment A. 
 
Representative Mock:  Made a motion to adopt the proposed changes along with the 
amendment in one motion. 
 
Representative Howe:  Seconded the motion. 
 
Chairman Vigesaa:  The auditor has requested that he be removed from the desktop support 
through ITD and have that in-house; but we’re not going to move that forward.  He currently 
has a licensed attorney on staff; he’s not necessarily allowed to have that, so he was seeking 
permission to be able to have that attorney and we didn’t think that we should move that 
forward. 
 
Representative Mock:  It’s my understanding that the attorney that he’s referring to is his 
current deputy; who is a former state’s attorney and a licensed attorney.  There is nothing 
prohibiting him from having that individual; who is a licensed attorney, serving as his deputy.  
It’s just that that person can’t function as an attorney on behalf of the agency.  Is that correct? 
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Chairman Vigesaa:  That would be legal interpretation.  Is there a way to determine if he is 
providing legal counsel? 
 
Levi Kinnischtzke, Fiscal Analyst, ND Legislative Council:  I am not privy to that 
conversation.   
 
Representative Mock:  The Senate did have a bill that would have given him that authority 
and that was defeated.  Given the Senate’s position and the fact that we haven’t had a chance 
to discuss more fully the implications of having an attorney in that office, I think it’s wise that 
we don’t include it in this version of the bill. 
 
Voice Vote made. 
 
Motion Carried. 
 
Representative Mock:  Made a motion for a “Do Pass as Amended”. 
 
Representative Howe:  Seconded the motion. 
 
Roll Call Vote:  4 Yeas 0 Nays 3 Absent. 
 
Motion Carried. 
 
Chairman Vigesaa:  Closed the discussion. 
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Explanation or reason for introduction of bill/resolution: 
A BILL for an Act to provide an appropriation for defraying the expenses of the state 
auditor; to amend and reenact section 54-10-10 of the North Dakota Century Code, relating 
to the salary of the state auditor; to provide for a report; and to declare an emergency.  
 

Minutes:                                                  

    
Chairman Delzer: Opened hearing.  
 
Representative J. Nelson: Does that agreement extend to inflator increases as well?   
 
Chairman Delzer: The inflators will be 2 and 2.5 for most of the inflators. It will be a little 
different for K12 because there are so many other things that come into play on that, but that 
is where we’re hoping the inflator is.  
 
Representative J. Nelson: So that has been agreed upon in both chambers? Except for the 
inflators in K12? 
  
Chairman Delzer: That would be my understanding. We haven’t had the discussion with 
them yet, but that would be my understanding. That is our plan to go forward with 2 and 2.5. 
 
3:15 Representative Mock: This is the budget on the state auditor. When we looked at the 
budget, and the committee made changes that when looked at made a lot of sense in the 
changes from the Executive recommendation, the Senate changes, and then what we 
actually had for spending. I have the amendment before you (19.0217.02002) and I’ll come 
back to section 3, but let’s start at the SPA. We made some changes with the FTEs (fulltime 
employees) and funding. The Auditor’s office came in with the baseline budget of 56 FTEs. 
The Senate had removed 2 FTE and the funding through the general fund of 4 FTE. The 
numbers didn’t quite align then, and the descriptions in the titles didn’t’ align with the source 
of funding. The Senate carried those changes over, and they did remove 2 FTE that did align 
with the underfunding. They added 4 new local government FTE and 3 additional state 
auditors for the university system. What the House did is that we undid all of this and removed 
any reference for the governor’s recommendation and any changes from the Senate. We 
went back to the baseline budget of 56 FTEs, we removed 2 vacant state audit FTEs, we 
added two special-funded FTEs for the local government division, and included their 
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operations expenses funding in the amendment. Then we also removed the 3 additional 
FTEs for auditing of the university system. In 2015 we had consolidated some of the auditors 
with the university system and moved them over to the auditor’s officer. There were 7 auditor 
positions scattered throughout the system and we removed those FTE and then brought 6 of 
them over to the auditor’s office for performance audits in the university system. Since then, 
the university system has added 1 auditor at North Dakota State University, 3 at the systems 
office, and 2 at University of North Dakota. So with the Senate’s recommendation of adding 
more auditors for the university system, we felt that it was best for us to get a handle on who 
was auditing what and where. We removed those 3 additional FTE that the Senate added. 
The Senate added funding for a vulnerability audit. We changed that funding to be 150,000 
from the general fund, and then 350,000 to special funds. It’s an audit that has been done 
every biennium, except this current one because it was removed due to costs and restraints. 
They added it back in, and we just changed the source of the funding. There were also 
150,000 in consulting fees, and we removed those funds from general funds. Overall we are 
back to the baseline budget of 56 FTE, removed the 2 vacant FTE for state agencies, and 
then we added 2 local auditors for Western ND that would be specially funded. There are 
also capital assets, the 16 thousand dollars, we carried that over, that is for a copier with an 
emergency clause. That is a need that they have, so we did not adjust that line item. We did 
make an adjustment for the reflection of the compensation payment with the 2/2%. On page 
1 of the amendment, we are adding a new section 3 to the amendment which relates to the 
powers and duties of the state auditor. In the testimony, we heard that the auditor will be 
starting the change the way that they are billing their services. Over the years, those changes 
have not reflected the actual cost. They did a study on it, and found that about $74.73 is the true cost 

of auditing services, and they have come up with a proposal of how they are billing the agencies for 
the audit. They are using the same concept, yet half of their budget is special funds, and half of their 
audit will be built at that rate. We found that we will see several agencies that will have a dramatic 
increase in their audit fees because of this new billing formula. In the current formula, 6 of the 30 
agencies, use general fund dollars to pay for their audits that were built for special funds. We did 
some digging as to why that was, and for the most case it was just because they used general funds. 
So this section 3 addresses that saying that an agency cannot use general fund dollars to pay for 
those audits. If they don’t have those special funds to pay for that audit, then they need to get approval 
to use those general funds for an audit payment. That is the long and short of the auditor’s budget, 
everything else is consistent as to how it came over to us. The 56 FTE, the 16,000 for the copier, and 
the policy change prohibiting the use of general fund dollars for auditing payments. I would move to 
adopt the amendment on SB2004.  
 
Representative Howe: Second. 
 
Voice vote: motion carries.   
 
Representative Mock: I move to pass the bill as amended.  
 
Representative Howe: Second.  
 
A Roll Call vote was taken. Yea: 18 Nay: 0 Absent: 3. Motion carries.  
 
Floor assignment: Representative Mock  
 
Meeting closed.  
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Explanation or reason for introduction of bill/resolution: 

 
A Conference Committee hearing regarding the Office of the State Auditor.  
 

Minutes:                                                 Testimony # 1 - 3 

 
Legislative Council: Sheila Sandness  
OMB: Renae Bloms  
 
Senator Oehlke called the conference committee to order on SB 2004. 
Conferees: Senators Oehlke, Dever and Grabinger and Representatives Brandenburg, 
Howe and Mock. 
 
Sheila Sandness handed out: 
Base Level Funding Changes – attached # 1.   
Statement of Purpose of Amendment – attached # 2.   
 
Senator Oehlke: Asked the House to explain their changes to the bill.  
 
Representative Howe: What I am going to do is refer to Representative Mock, he is carrying 
this budget and knows about the changes. 
 
Representative Mock:  The Senate sent over a bill with 61 FTE’s. We zeroed out the FTEs 
and started from scratch. That is where you will see the adjustments right around the top 
third of the page where the removal of the government recommendation of the two positions 
that removed the funding of four positions from the general fund and then the Senate’s further 
adjustments of adding the local government division positions and the university system, I 
will get to those in a moment. We zeroed all of Senate changes. We wanted to have same 
number of positions that aligned with the funding. One of the concerns was that because the 
Governor had recommended removing two FTE’s in number but funding for four FTE’s to 
underfund the agency, we wanted to make sure that there was clarity that whatever the 
number was set on was fully funded. Knowing that the auditor’s office has a good mix of 
general funded positions and special funded positions, we did not want to have any ambiguity 
about where the funding sources were and whether or not it aligned with the allotted FTE’s. 
In terms of the FTE’s, the House removed two currently vacant state agency audit positions. 
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Currently all of the local government division positions are all based in Fargo, and that there 
was desire to have positions in Bismarck to serve western communities, we did add two local 
government division FTE’s primarily to be here in Bismarck to serve the western part of the 
state. That is a quick summary of just the FTE’s that were changed. The Senate restored the 
funding, this is the 2017-2019 biennium which was the first biennium where we did don’t have 
the IT vulnerability audit. I know that the Senate added the $450,000 in general funds for that 
audit. We agreed with that but what we did was, we were more consistent with what was 
done in the 2015-2017 biennium where the funding source was split. We took where it was 
at $450,000 from the Senate version and split it, $150,000 of that would come from the 
general fund and $300,000 would be billed back to the university system which would be 
special fund revenue for the department. We also did remove the consulting fees. At the end 
of the day, this is something that could be done without, provided that all the other services 
are accommodated. We felt that we could start by removing that as well, free up some 
general fund dollars, and make sure that we were able to fund the remaining 56 FTE’s. 
  
Senator Oehlke: I have a question about the government division auditors, 2 of the 4 that 
were removed. Was there a particular reason for that? 
 
Representative Mock: It was a matter of getting down to having fully funded positions. We 
looked at the current org chart of the auditor’s office and there were two vacant FTE’s for the 
state government division so, in terms of being able to accommodate and provide those two 
additional local government auditors, we felt comfortable removing those two vacant 
positions and more or less shifting those over to local government.  
 
Senator Oehlke: Did that limit the agency’s ability to provide those audits to those 
government agencies across the state? 
 
Representative Mock: The agency is operating with that number of state agency auditors, 
that is what we are here to discover. We want to find out how much is truly needed, there 
has been a change in the org structure. The auditor’s office used to have a performance audit 
division and an operational audit division, now there is no performance audit division and a 
lot of those financial and operational auditors serve collectively and will fill in, in their area of 
expertise, functions of a performance audit. It is hard to delineate what is needed now for 
agency auditors because there is no performance audit division. That is why we removed 
that and wanted to have this conversation to make sure that we are providing the requisite 
number of auditors so that the department can do its job adequately.  
 
Senator Oehlke: The reason we added those in and had a total of four in the first place was 
two-fold, one was because the need has become greater out there. Especially smaller cities, 
counties, and other entities that are required to do audits are finding it hard to afford those 
types of audits done by the folks that are in the regular business. It is quite expensive and 
they get a better deal from the state auditor’s office. The other reason was because it didn’t 
cost the state anything in essence because those agencies have to pay for those audits 
regardless. If they are paying the auditor, we are not using general fund money or other funds 
within the agency. We didn’t feel that was a bad investment if they are going to be able to 
provide the service better.  
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Representative Mock: When it comes to the agency audits, you are correct.  I want to make 
sure we’re talking about the same positions. In terms of the state agency audit positions, we 
want to make sure they are able to perform their functions. I know that there is the billing so, 
agencies that are audited they do receive a bill for that audit but only on their special funded 
portions of their budget. If they’re 50/50 in terms of general funded and special funded, the 
special fund portion of their budget is billed back to them. There has been a change in the 
auditor’s office in changing the fee structure and how those hours will be billed. We heard in 
testimony that there is going to be a likely increase in how much agencies will be billed for 
their audit. We did find that six agencies currently are using general fund dollars to pay that 
bill for their special fund audits. That was concerning, there was an amendment on the bill 
that would require them to get budget section approval if they are to use general fund dollars 
to pay for special fund audits.  
 
Senator Oehlke: You’re talking about an agency though? 
 
Representative Mock: Correct.  
 
Senator Oehlke: Your definition of agency being? 
 
Representative Mock: Any state agency, we are not talking local government.  
 
Senator Oehlke: Our concern was providing services to the local government, agencies, 
and other entities that are required to have an audit by the state and are unable to find the 
interest out there in the business world wanting to do those audits for, in some cases, any 
kind of price. 
 
Representative Mock: Our attitude is, we agree and we empathize. I know that this has 
been a shift in the direction from the auditor’s office. It wasn’t many sessions ago when the 
auditor’s office was trying to get out the local government audit business altogether. Now, it 
is providing that service to those communities. The reason why we added those two FTE’s 
was because of that. We know that it is not financially feasible for auditors based in Fargo to 
go up to Tioga to help audit. It does create some challenges. It is not a statutory requirement 
of the auditor’s office to provide those services to political subdivisions. We added the two 
but, it is not a necessity. It is a service that we provide so that, if the demand warrants it and 
we need to add additional local government auditors, that is something that we are willing to 
consider. We wanted to provide that service, we figured the two for the west was a good start 
but because it’s not a statutory responsibility, we did not want to over commit and add too 
many FTE’s and not have the business needed for them to be able to stay busy.  
 
Representative Brandenburg: We’re looking at the Senate version.  Talking about the 
FTEs, the Senate version, we are looking at the local government division, if understanding 
right, it looks like the Senate took two local government ones out and then the House put 
them back in. Just trying to figure this out.  
 
Representative Mock: The confusion was, if you look, the Governors recommendation was 
to remove the two FTE’s and they were listed as one local government division auditor and 
one state audit division position. The funding was removed for general funded positions. A 
local government would have been a special funded position; a state agency or state audit 
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division position would have been general funded. The numbers didn’t align which is why we 
zeroed out that change all together. The net effect of you adding four local governments and 
removing that one local government from the existing position was a net increase of three, 
we gave it a net increase of two. That was another part of that conversation, the Senate sent 
us over a bill where when you added up the FTE’s based on the narrative, you removed one 
and added four for a net increase of three local governments, we removed the two vacant 
state audit division positions and added the two local government to have 56 fully funded 
positions. I do want to mention, we removed that change of the three university system 
auditors. In 2015, the legislature consolidated, we took all of the internal auditors from the 
university system, I believe it was a total of seven between the university office, system office, 
UND, and NDSU. We removed those internal auditors and housed them in the auditor’s 
office. Since then, the university system has restored six internal auditors within their budget. 
They have one housed at NDSU, three in the system office, and two at UND. The question 
is, who was auditing the university system, how many auditors do we have serving that 
function because, adding this additional three in addition to the six that are working within the 
university system and the additional auditors that currently exist for that function, we are 
starting to see a rapid growth of university auditors between two totally different budgets. We 
just wanted to make sure that the left hand knew what the right hand was doing when it came 
down to audits and that the state auditor’s office was getting the information that they needed 
if there were internal auditors working.  
 
Senator Oehlke: We’re not going to do that in this conference committee. 
 
Representative Mock: That is the information that we had, that is something that we are 
going to have to deliberate. Do we want those internal auditors housed at the auditor’s office?  
It was the position of the legislature four years ago, to have them based in the auditor’s office.  
 
Senator Oehlke: When those questions arose in your mind in your regular hearings, you 
didn’t follow up on it? 
 
Representative Mock: Part of this is a larger conversation about was the Senate aware the 
system office is increasing the number of auditors. Imagine if that was information that you 
had and you still added the number of auditors then you saw a demand beyond what the 
House was aware of. That was a major reason why we removed those positions because we 
want to know where those three additional FTE’s from the Senate came from and, if they did 
it with the knowledge that the system office has restored some of those internal auditors.  
 
Representative Brandenburg:  We had a lot of that discussion in our deliberation with this 
bill and so, we are just explaining the position of the House and what we talked about. That 
is basically what we are trying to say.  
 
Senator Oehlke: Did you have a reason for removing the consulting fees? I think those are 
used because typically, they have to find an outside person that is more of an expert who 
can work on a particular issue where they don’t have an expert in house and that is what they 
use those for. You zeroed them out, what was a good reason for that?  
 
Representative Mock: Largely, that was done for saving general fund dollars. It was 
$150,000 from general fund with the move of taking $300,000 away from the general fund 
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and shifting that to special funds for the vulnerability audit and then the additional $150,000, 
that effectively paid for the $450,000 vulnerability audit.   
 
Representative Brandenburg:  we can have discussions about that.   
 
Representative Mock: In the actual bill, there was language where we added section 3 
(Engrossed SB 2004 (19.0217.02002) – attached # 3) – which is amending the powers of the 
auditor. It is not the auditor themselves but the agencies. If you are looking at the bill it is 
section 3, subsection 2, where we added the language and it just required that because an 
agency is billed for their services based on their special funded portion of their budget not 
the general fund. Otherwise, the general fund is paying the general fund. If you are receiving 
that bill but you cannot use your general fund monies to pay for that audit unless you receive 
legislative or budget section approval consistent with SB 2055. That is something that we felt 
was a good change especially in light of the information that the auditor’s office is changing 
their billing structure so, agencies are likely going to see a rather noticeable increase in their 
bill. During the transition biennium as that change is implemented you may see some 
requests from agencies saying that they don’t have the special funds to pay for that, we need 
to use general fund dollars. We wanted to make sure that the legislature was aware of that 
for budgeting purposes.  
 
Senator Oehlke: Any further questions?  
 
Representative Brandenburg:  We just came to bring good joy and figure this out.  
 
Senator Oehlke: We are going to adjourn this one now.  
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Senator Oehlke: called the Conference Committee to order on SB 2004 at 3:00 pm in the 
Harvest Room.  Roll call was taken. All committee members were present.  
 
Senator Oehlke: This other long sheet that we were dealing with the other day, a couple of 
things that we need to make sure we understand, over on the right hand side it talks about 
$725,231; where did that come from? It had really nothing to do with FTEs, that was originally 
part of the governor’s recommendation in the executive budget to reduce that $725,000, 
that’s the 5% of the agency’s contribution towards that effort. It happened to also get rid of 
two FTEs so don’t go dividing two into $725,000 and say whoa I want to work there. I would 
like to have Josh come up and give us his considered opinion on why we should have 4 
FTE’s additional rather than two. Because that is kind of the discussion we’re having amongst 
the committee members and also if you get them, I understand that if we’re going to do the 
government related ones, they’re the guys that are going to be working on other agencies 
and the other like cities, counties, that type of thing. That money comes from special funds, 
if they’re in house they’re going to be paid for by general fund monies but I would like you to 
update us on all of that.  
 
(0.02.31) Josh Gallion, State Auditor:  Where I would like to go, when we came down to 
testify before both chambers, we were looking for additional resources to conduct agency 
audits. Where we are at now, I believe the House removed two agency auditors and added 
two local government auditors. That takes our FTE count backwards in our agency audit 
function from where we are at today. That has a negative impact on our ability to not only 
conduct our operational audits which are required by law, but it builds on our inability to 
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conduct performance audits which started last session when the performance audit manager 
was removed. We’ve since essentially lost the entire division. We have one individual left. So 
going backwards in that area, pretty much would end the ability of the auditor’s office to 
continue conducting performance audits for the state agencies. We still have the higher ed 
performance audit team that was added two sessions ago and then for the local government 
what the House did by adding two positions, what that does is helps, it gives us a starting 
point to rebuild the Bismarck office, to take on additional clients in the western part of the 
state and really to address some of the issues we’ve seen come up in the last month. We 
now just received notification of a state bonding fund fraud, a potential fraud audit that we 
now need to conduct up in Grenora public schools. We also got a citizen initiated petition to 
do a public audit up in Belcourt public schools. All of these things are required functions, but 
they are not part of our normal planned workload and so these FTEs will help address some 
of those issues as well.   
 
Senator Oehlke: Would you mind also sharing with us how often, or when it might happen 
that you would have to hire an outside source because you don’t have anyone who knows 
specifically about the character of the part of the audit that you’re looking at?  
 
Josh Gallion: I believe you are talking about consultants. There are times that we would like 
to hire consultants where we can tap into experts that we potentially don’t have. That topic 
came up when we were looking at the Veterans Home. We do not have nursing experts in 
house. But there could be components of looking at a nursing home, bringing in experts, 
consultants that could take a look at the care, the services, that facility is providing, that the 
auditor’s office would not have in-house. And we do run across those in other areas, could 
be engineering.    
 
Representative Mock: That is for performance audits, where that special area of expertise 
may be needed and outside consulting may be required, is that correct?  
 
Josh Galliion: Performance audits are a very specialized audit. That is probably a function 
that is not likely outsourced. When you go to a private CPA firm, you’re going to get a financial 
statement audit.     
 
(0.06.04) Representative Mock: I want to make sure I’m understanding, so you would need 
to, is there a time within an operational audit where you would need to hire an outside 
consultant? Or is that extenuating circumstance where you’re consulting or receiving 
expertise. Is that generally limited to performance related audits?  
 
 
Josh Gallion: It probably would be in an operational area if we came across a process or a 
law and it required a specialized expertise that we didn’t have. There are mechanisms in 
place for us to get those services, we can always approach legislative audit fiscal review 
committee, we can make that request, if they grant that request, we would then contract for 
those services, those costs then would be billed to the agency within that audit.  
 
Representative Mock: Then that is a, that does happen that isn’t an atypical situation where 
if you are in a performing or conducting an audit where additional expertise or consulting may 
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be necessary that the legislative audit fiscal review committee has in the past granted that 
authority for the consulting.  
 
(0.07.22) Josh Gallion: I believe they have, but they have not done so since I have been 
state auditor, we have not made that request. So it is more unique than normal.     
 
Representative Mock: So you haven’t had to make the request since you’ve been in office?  
That was confirmed.   
 
Senator Oehlke: Well we can talk a bit more about positions if you want but I was wondering 
if you have any other questions.  
 
Representative Mock:  I would on the FTE’s while he is here, if that’s ok. So we did reduce 
the two vacants that are on the state agency of the state audit division and then we put the 
two locals, I know the Senate had put in 4, we put in 2, what is the demand currently showing 
that you would likely need to keep those auditors busy in this next biennium?   
 
Josh Gallion: So all we are asking for is the ability and the appropriations to hire additional 
auditors. July 1st, we are not going to hire four auditors, we’re going to take on additional 
clients. What those four positions would allow us to do is potentially grow throughout the 
biennium. If we take on additional clients, if there are more cities, counties, park boards, rural 
fire districts, there’s 21 different entities in that list that can contact us for services. If we get 
enough clients to justify additional FTEs, we would fill them. But if we don’t, we’re not just 
going to hire staff to hire staff. This entity functions like a small business, we have to cash 
flow our positions, we have to pay these benefits, and hiring auditors without clients, we 
would drain all of our reserves and then we would be completely out, which we won’t do.    
 
(0.09.41) Representative Mock: I just want to know where the vacancies in the positions 
are? In our last vacancy report, we show 7 vacancies that were listed with your agency, one 
was a medical auditor that you had listed that will be reclassified and advertised the position, 
that was not expected to be filled until April of this year. There were 6 other auditors, 2 were 
advertising, 2 you were evaluating, 1 you were waiting to fill another one of those positions 
first, and then 1 you had no plans to fill and that had been vacant for 43 months. I’m looking 
at your OAR chart. Can you help us just sort of understand where some of those positions 
are because we don’t have the numbers on the OAR chart? I just want to make sure that 
we’re not eliminating or making any changes to positions that may have been filled or are 
being moved around. It’s just good that we know where you’re at so we can play with actual 
numbers and your intentions as it stands today.  
 
Josh Gallion: Yes, I can explain where some of those are. The one that’s been vacant for 
43 months is a federal position that’s the federal mineral royalty auditor. A couple of the other 
positons are existing local government positions that, again, we were holding off, we want to 
make sure that if we do go forward with the Bismarck office, we have enough people on staff 
to actually conduct some of these engagements. It does take more than one or two people 
to do audits. Some of the other ones, yes, we have had some turn over recently, we’ve had 
some vacancies in our agency audits function, but we were not looking at reducing any of 
those agency audit functions, or our auditors. We actually are looking to try to find more of 
them, and so I can explain where all of them are at.   
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Representative Mock: Some of them were expected to have been filled by now, have any 
of them filled and if so which ones? 
 
Josh Gallion: We now have on staff the medical auditor; they have now started. We have 2 
other auditors starting within the next couple weeks, there’s one starting in local government 
and we have another agency auditor.   
 
(0.12.40) Representative Brandenburg: The question I have is for the Senators just looking 
over here, the cost, and maybe counsel can give me the answer here. Looking at, for those 
two local government auditors, I think we’ve got a handle of about $190,000 for those two 
positions and so if I understand the Senate right, you’re talking about two state auditor 
positions too, is that correct? So what kind of dollars are we looking at for the 2 state auditor 
positions? 
 
Senator Oehlke: Our long sheet, Attachment # 1, showed that 2 was roughly $338,430 from 
other funds. Now that includes a lot of things; benefits, travel, all that sort of thing too. So I’m 
not sure where you got the $190,000 from in the first place.     
 
Representative Brandenburg: What we had found out is that local government auditors 
were right at $190,000-195,000, we think but we’re not positive. And then we think the state 
auditors, you look at those and they’re $330,000 because you’ve got more expense there 
and probably better salaries talking about two auditors right now but we’re not there yet. But 
what is it going to cost to get to 4 is the question we’re looking at here. 
 
Sheila M. Sandness, Legislative Council: Do you mean to get to 4 local auditors?   
 
Representative Brandenburg: Well I think the Senate is looking for two local and two state 
auditors. Is that correct, Senator Oehlke?  
 
Sheila M. Sandness, Legislative Council: Well the additional two local auditors would be 
about $338,000 because when the Senate had four it was a total of $705,000 roughly for the 
local government. And so the difference between the House and Senate versions there is 
about $338,430. So to put those back in would be other funds of $338,000. That would be 
the additional cost of two more local government auditors, over and above the House’s 
current position.   
 
Representative Brandenburg: So you’d be looking at times two? If we go to four?  
 
Sheila M. Sandness, Legislative Council: Well there is already $366,000 in the House’s 
version for local government auditors because you have two in there.   
 
(0.16.10) Representative Mock:  When the Senate passed the bill out, I know you explained 
the reduction that came from the governor’s executive recommendation, the $725,229. That 
was just part of the executive recommendation, and you carried that through, so it was not 
tied directly to the FTE reduction. Now the FTE reduction is classified as reducing one local 
and one state audit, and you did not restore that state audit. Was your intention to eliminate 
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one of those vacant FTEs or one of those FTEs in the state audit division and then add four 
local government auditors and three university auditors?  
 
Senator Oehlke: Well our real desire was to make sure they had a total of at least four 
government auditors that went out and did these audits in communities and other entities. 
You call them locals?  
 
Representative Mock: That’s confusing to me too. If its local to the community that is getting 
the services.  
 
Representative Brandenburg: It’s confusing to me too.    
 
(0.17.53) Senator Grabinger: What we are talking about, those four government auditors, 
that we included in the Senate version, were all other funds. They will pay for themselves, 
its’ not general fund monies that we are talking about there. So to me there’s a big difference 
right there.    
 
Representative Mock: So when we talk about potentially adding 2 state audit positions, is 
that restoring the two that the House removed. Is that going two above what the Senate 
passed over to the House? And I say that not suggesting or inferring that that is a desire of 
the Senate but what we were talking about four, two to local government, two to state 
agencies. I wanted to make sure we were knowing if it’s an addition to the current FTEs that’s 
restoring some of those costs.  
 
(0.19.05) Senator Oehlke: I would restore two, personally, and I think my seat mates are in 
agreement. I’d restore the two that are government agency and also two that are the 
community auditors, and two that are the state auditors.    
 
Representative Mock: So right now, the Senate is looking to add one to the additional state 
audit employee from the Senate version. The Senate version had reduced one per the 
executive recommendation, and there was none other for that division that were added. So 
if we were go two, you want to increase?   
 
Senator Oehlke: I draw a circle around those guys there. Our position is to put them back. 
You can add and subtract from the executive budget or any other budget you want, but yeah.   
 
Representative Mock: The reason I’m asking is if you look where you circled, if you go over 
to the Senate version, where it says the first two position reduction, it says removes one local 
government division position and one state audit division. That’s the one, it’s the state audit 
division that I’m wondering about because they, that’s a specific division and when you carry 
that over, it removes one of those FTEs for that state audit. So you actually reduced it by 1 
and didn’t add anyone else for that division.  
 
Senator Oehlke: In the first place, right.  
 
Representative Mock: You have it for the universities and the communities.  
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(0.21.08) Representative Brandenburg: You are looking for 4 FTEs and we have $325,000 
for two of them, and $338,000 for the other two, that is what you want? That was confirmed.  
I guess we are going to have to talk, now that we know what you want.    
 
Senator Oehlke: We are drawing to the end of our time, so is there anything else you want 
to find out from the state auditor’s office before we close this hearing?     
 
Representative Mock: I would like, if possible the mineral manager, the federal that audit 
position that you said you have no intentions to fill. Is that FTE still included in the counts if 
so, is that classified in a specific division as how we would account for it? You don’t need to 
get it to me right this moment but if we could talk. I just want to know if you don’t have 
intentions of filling that position, that that FTE is not confusing all the other divisions. We’re 
not letting that one keep you from getting what you need in another division.  
 
Senator Oehlke:  We will close the hearing right now on SB 2004.   
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Senator Oehlke:  Called the conference committee to order on SB 2004. Call the roll.  
 
Representative Brandenburg:  Last time we were looking at 2 local government auditors 
and 2 state.  We’ll go with 2 local or state auditors.  Rep. Mock has been working on some 
language, but it is not done yet.  
 
Representative Mock:  Kind of digging into the numbers.  Whatever we settle on with FTE’s, 
we want to make sure that additional information that LAFRC or Legislative Assembly needs 
regarding time and staff utilization is there. We want to have enough personal to do the 
statutory requirements. If there’s any additional FTEs.  We need to have the information 
broken down and look at the numbers next session. We want the auditor’s office to have 
everything they need to do a job and do it well.  We’ve been working on a reporting section 
for the bill.  I don’t know what the Senates position is. The House came in and we are willing 
to go up from 56 total to 58 total. Not sure where the Senate will fall on the FTE’s.  
 
Senator Oehlke: We like all four.  Two of the government ones don’t cost the general fund 
anything. The other two, cost the general fund. If we are doing two that cost the general fund 
something, then why don’t we do all four because it is the same money.   Fees from the 
various entities that will get the service will pay for the other two.  
 
Representative Mock: What the House discussed last week was looking at and we passed 
out 2 local government auditors and removed 2 agency auditors.   The two that Rep. 
Brandenburg is bringing up, is restoring one of each so we added a third local government 
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auditor to give that authority and restore one agency auditor.  Beginning of session, we had 
7 vacancies, several of them were in the state agency division. There’s still at least one, if 
not more within that division that are still vacant. We were looking around and restoring one 
and adding an additional local. One would be general funded and one special funded.  
 
Senator Oehlke: Is that the information that you and Sheila Sandness have been working 
on?  

Representative Mock: Yes. 
 
Senator Dever: At the very beginning, the state auditor stated his vision for the office. It was 
kind of ambitious.  The senate reduced that and House reduced it further.  We need to find 
a minimum for that agency to provide the services it is called on to do.   The Senate had 
provided 4 FTE’s for the local government and House reduced that by 2.   The House also 
reduced 2 of the state audit division positions that Senate had not addressed.  We should 
restore the 2 state audit positions that the House took out with $325,000 of general fund 
money and restore 2 of the local government of $338,000 from fees from the services they 
provide. That just seems reasonable to me.   If we want state auditor to provide the function 
that brings about greater efficiency in government. 
 
Representative Mock:  To clarify, the Senate’s position is to go with 4 additional FTE’s - 2 
additional locals.   That’s a net increase of four and then restoring the two agency auditors 
that the House removed and keeping them at the current level. So that is a net increase of 
four FTE’s. That would be an increase from House version of 2 agency auditors.  Just want 
to understand the Senate’s position.  
 
Senator Dever: It would be four FTEs that would be restored from the House version. 
 
Representative Brandenburg:  For the local governments, it’s $325,000 for the state 
auditors.   
 
Senator Oehlke: The state auditors would be $325.000 and locals is $338,000. Those are 
ones that are other funds. They get reimbursed for their work.  
 
Senator Dever: In a conversation with auditor, he doesn’t like the reductions even with the 
addition of those four. It is at the minimum of where he can continue to provide a functioning 
office.  
 
Senator Oehlke: When I look at the actual amended change, the House actually reduced 
them by five.  We’ll prepare an amendment, and you can prepare an amendment.  I’ve have 
an accounting degree, and the deeper I got into accounting, the more I thought I don’t want 
to do this for a living.  It’s hard to find someone who wants to hunch over a desk and do 
numbers all day.  It’s not a picnic.  Blessing on those who do.  I have to do it four months 
every other year. To beat up more on the auditors for what they do, doesn’t seem fair to me 
either because they’re just doing their job. People may not like what comes out of the 
auditor’s office, but it probably saves the state a lot of money in the long run. It is important 
work.   
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Representative Brandenburg:  I’d rather shovel corn than figure all the numbers on paper.  
We were ready to go with two, but I think we know where you’re at.  
 
Senator Oehlke: They’re going to be down 20% from where they were hoping for.  
 
Senator Grabinger: Keep in mind that two of those are government auditors and are from 
other funds. We are not talking general funds money completely, so that’s a cut in general 
funds too. 
 
Representative Brandenburg:  We’ll have to have some of that realization and have that 
discussion. 
 
Representative Mock:  The House’s changes from the Senate’s version – the executive 
recommendation was actually to eliminate the funding for 4 general funded auditors and to 
restore two positions including the funding for 2 local auditors. The Senate restored four local 
auditors instead of two; added 3 university system auditors, but maintained the governor’s 
recommendation of removing the funding for the general funded positions.  
 
Senator Oehlke: Thank you for helping us to understand what state auditors and local 
auditors are. Their needs are greater than what we thought when we sent this to the House. 
 
Senator Dever: Local governments are having trouble finding private accountants to do their 
audits. If they found them, they would be more expensive than the state auditor providing 
them. This is a win for the state and a win for local governments. 
 
Representative Mock: The House does not disagree which is why we maintained or kept 
the two locals.  We’re looking at it through the same lens. We want to make sure that we do 
have a resource for western communities.  Right now, they’re primarily based in Fargo.  We 
want to give them the staff ability to be based here in Bismarck, so communities big and 
small, if they need the local audit function, the auditor’s office can provide that.  Where it 
comes down to the agency auditors, we’re also trying to dissect the different changes in the 
organizational chart and how internal changes have been reflected or how they affect the 
budgeting process.  It wasn’t many years ago there was a performance audit division.  Now 
those four positions have been merged and rolled into the full operational audit.  It’s agency 
audits, and they all perform functions together. Operational, if there’s performance areas of 
expertise, but they’re not delineated between agency, operational and performance.  We’re 
trying to figure out if the office has the number of FTEs it needs to do both of those jobs 
adequately.  We’ve got reports from the auditor’s office that shows their time utilization and 
it’s broken down by type of audit and by level for everything except agency between 
operational and performance. That’s all rolled into the same item so it’s hard for us to get a 
handle on how many FTEs are needed to perform the function of agency operational audits, 
which are statutorily required and performance audits, which are allowed by LFRC 
(Legislative Audit and Fiscal Review Committee), by the legislature, and by the auditor.  
We’re just trying to figure out the actual need and how many auditors they have knowing that 
they’ve been operating through a performance audit and operational audits with their current 
staff with vacancies. We just want to be prudent with this and make sure they’ve got the staff 
they need.   
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Senator Oehlke: I’m pretty happy they’ve got flexibility in their internal operations so they 
can move people around and do things when they need to do them; not just wait for the next 
applicable audit to come along while they’re drinking coffee.  I’m all for keeping people busy 
all the time.   
 
Representative Brandenburg:   We’ll discuss this some more.  I think we know where we’re 
at.   
 
Senator Oehlke: This is actually a small animal when you think about 60, roughly, FTEs.  
When you look at some of our agencies statewide and you think, how do you get control of 
that?  My opinion in the legislature has always been that our job is to hire the best people we 
can and hope they do a good job.  If they don’t do a good job, then perhaps they go down 
the road.  I suspect our elected official here handles his business that way. If they can’t do 
the job, they probably need to go be successful somewhere else.   We’ll adjourn this meeting. 
We will set up another meeting.  
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Senator Oehlke called the conference committee to order on SB 2004. 
 
Sheila Sandness handed out the Base Level Funding Changes – attached # 1.   
 
Senator Oehlke: Asked Representative Mock to walk through the changes on the bill.  
 
Representative Mock:   The Senate position preferred 4 FTEs, but the House offered two 
above and beyond the 56.  The House was willing to restore one of the general funded state 
agency auditors and then provide one additional local government auditor for a total of 58.   

We do want to make sure that we are hearing the Senate’s concerns.  We’re comfortable 
with agreeing to the Senate’s position of the two general funded positions so we’ll restore 
those so there will be no change from the current general funded positions.  We will also stick 
with the two local government division auditors which we had put in on our side.  That is the 
only change we have on the funding that is different from the original House version.  

It would go from 56 to 58 FTEs, no reductions to the general fund position, adding two local 
government auditors to help serve western communities.   We carried over the changes 
regarding the IT vulnerability audit.  The Senate had made it $450,000.  We split that 
$150,000 general fund and $300,000 from special funds which would come from the 
university system.  We did not carry over the consulting fees because that was not really a 
point of contention.   

As far as the sections on the back, we had section three which was prohibiting the general 
fund dollars to pay for special funded audits so we did carry that over.  We also have the 
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language that would require LAFRC (Legislative Audit and Fiscal Review Committee) 
approval if the auditor’s office needs to outsource any portion of the single audit – that they 
would bring that to LAFRC and get approval.  Then there is some clarifying language in there 
adding legislative assembly to who can initiate a performance audit.   

Section 4 is the salary change.  Section 5 is the staff utilization report.  I fully respect and 
appreciate the auditor’s utilization of expertise and not separating individuals so there aren’t 
performance auditors and operational auditors. I believe it makes sense for them to use their 
staff collectively, that if they have an area of expertise, they can support a performance audit 
even though their primary focus may be operational audits.  

Just so we have the information we need next legislative session, we just ask that the 
auditor’s office provide a report on how staff’s time is used so we’re allocating the FTEs 
accordingly.  It’s just coming back and having it broken down into how their time is used.  I 
believe the auditor’s office does almost all of this already.  The only difference is separately 
out performance audits and operational audits, but I can’t imagine that will be any big issue. 
It wasn’t that big of a concern but would help answer a lot of the questions next session.       
Section 6 is something the Senate had pulled over. We agreed for the onetime funding for 
the copy replacement and has the emergency clause on that provision.    
 
Senator Oehlke: I agree with you on section 5 that likely all the information is there already 
and, If not, they are the auditors, they should be able to do that.    
 
Representative Brandenburg:  I’m fine. 
 
Representative Mock:  The House recede from its amendments and further amend to 
adopt the amendments that are proposed on the Funding Changes summary sheet 
that was just distributed.  
Representative Brandenburg:  Seconded the motion. 
Voice vote carried.  
 
Senator Oehlke: We now have the amended bill of SB 2004 in front of us.   
 
Representative Brandenburg: I move SB 2004 as amended.   
Representative Howe:  Seconded the motion.  
 
A Roll Call Vote Was Taken:  6 yeas,  0 nays,  0 absent.    
Motion carried. 
 
Hearing adjourned.  
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