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FOREWORD

The South Carolina Legislative Audit
Council was created by the Legislature in 1975
and charged with the responsibility of auditing
State agencies. The Audit Council reports the
results of its work directly to the General
Assembly. Through its audit work, the Council
provides the Legislature with information for
evaluating the operation of State agencies. The
General Assembly can use this information in
deciding what should be done to bring high-
quality services to South Carolina in the most
effective and economical manner.

The Legislative Audit Council performs its
work in the following ways:

(1) The Council investigates and studies any
question or issue referred to it by the
members of the General Assembly and
reports impartial and accurate information
back to the General Assembly.

(2) Upon request, the Council audits both
fiscal and programmatic activities of any
State agency or institution in order to
recommend ways the Legislature can im-
prove the efficiency and effectiveness of
such agencies.

(3) Under the South Carolina Sunset Law, the
Council evaluates those State agencies
which the Legislature has earmarked for
termination. The Council's sunset audits
are based on the criteria set forth in the
law, and the Legislature uses the findings
to help in its decisions.

(4) Other legislation, such as the Education
Finance Act of 1977, contains specific
mandates for Legislative Audit Council
review of programs.
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The Legislative Audit Council conducts its
work according to accepted auditing standards.
For its professional guidelines, the Council uses
the publication, Standards for Audit of Govern-
mental Organizations, Programs, Activities and
Functions, issued in 1972 by the Comptroller
General of the United States in consultation
with State and local finance officials and such
related professional organizations as the Ameri-
can Institute of Certified Public Accountants
(AICPA).

The Legislative Audit Council publishes its
findings in reports to the General Assembly.
The Council presently releases four kinds of
audit reports: comprehensive agency audit
reports, sunset audit reports, program audit
reports, and system-wide audit reports. The
reports contain recommendations that can range
from relatively minor adjustments in agency
operations to full-scale readjustments in major
programs. Through the independence given to
the Council by the General Assembly, and
through the independent and rigorous nature of
its audit and review procedures, the Legislative
Audit Council strives to produce findings and
recommendations that are impartial, objective
and useful to the Legislature and the people of
South Carolina.
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ORGANIZATION

As the size and responsibilities of State
Government have grown, so has the General
Assembly's need for effective ways to oversee
the activities of governmental agencies and
institutions. The Legislative Audit Council was
created in 1975 to audit State programs and
activities. The primary purpose of these audits
is to determine if State funds have been spent
efficiently, effectively and according to State
law. The Council is composed of three public
members and six ex officio members. The
public members, one of whom must be a prac-
ticing certified or licensed public accountant,
are elected in a joint session of the General
Assembly from a list chosen by a nominating
committee. Any person who is a member of the
General Assembly or has served in the pre-
ceding two years cannot be elected as a public
member of the Council. Public members are
elected to six-year terms and vote on all Council
matters.

Ex officio members of the Council can vote
on all matters except those pertaining to audit
functions and personnel. The six ex officio
members are the Chairmen of the Senate and
House Judiciary Committees; the Chairmen of
the Senate Finance and the House Ways and
Means Committees; the Speaker of the House of
Representatives and the Lieutenant Governor.

Professional staff of the Legislative Audit
Council perform the actual audit work, which is
published in reports presented to the Legislature.
The staff is headed by a Director and is com-
posed of persons having varied backgrounds in
areas such as business management, public
administration, accounting, law, political science,
education, economics, computer science and
statistics. This allows the Council to bring a
broad perspective to its audit work.



Council Members
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Robert S. Small, Jr., Chairman
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Key Staff
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Lois D. Tarte, Executive Assistant
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PROCEDURES AND METHODS

Requesting Audits

In general, requests for audits are received
in writing from the General Assembly as a
whole, its committees or its individual members.
Other audits are performed when mandated by a
specific piece of legislation or resolution. When
a specific request for an audit is received, the
requestor is notified that it will be placed on
the Legislative Audit Council agenda.

The Council then evaluates the request
using several criteria including:

(1) The Council's enabling legislation, which
states:

A request for fiscal research or related
information for a standing committee, or
for the Speaker of the House, or President
Pro Tem of the Senate, shall take priority
over such a request by an individual
member of either body, except where that
information has been previously requested
by an individual member.

(2) the impact of the program or agency on
the citizens of South Carolina;

(3) the amount of public funds appropriated to
the agency;

(4) the potential impact of the Council's recom-
mendations on the efficient and effective
delivery of services; and

(5) the existing workload.
Requests for audits are assigned priorities and

scheduled based on these five criteria. At this
time the requestor is notified.
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The Legislative Audit Council encourages
members and committees of the General Assembly
to submit requests for audits. In this way the
Council is better able to discern the interests
and concerns of legislators and to respond to
these interests.

Comprehensive Scope

In order to present a well-rounded and
complete review of a program or agency, the
Council has adopted the comprehensive approach
to audits promulgated by the Comptroller General
of the United States. This means that both the
fiscal and programmatic aspects of an agency
are examined.

A comprehensive approach covers five
basic audit areas:

(1) the agency's compliance to laws and regula-
tions;

(2) the efficiency of an agency's operations
and expenditures;

(3) the economy of a program or agency - are
the services provided worth the cost of
providing them?;

(4) the effectiveness of an agency - whether it
adequately serves the public and fulfills
the goals and expectations of those who
appropriate its funds; and

(5) the agency's financial management and
accountability systems.
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COMPREHENSIVE AUDIT APPROACH

Effectiveness

Economy

Traditional Audit

Performance Audit l:]

In order to present unbiased information to
the General Assembly, the Legislative Audit
Council seeks to work in an objective and in-
dependent manner. To this end, all audit
reports are documented according to accepted
practices and standards recognized by the
American Institute of Certified Public Account-
ants (AICPA), the U. S. General Accounting
Office (GAO), and organizations concerned with
legislative program evaluations. Information
about an agency's operations, performance and
expenditures is gathered by several means:
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") examination of agency records, documents
and reports;

(2) examination of all applicable laws and
regulations, both State and Federal;

(3) interviews, on-site observations and surveys;
and

(4) analysis of statistical and financial data.

In order to prevent unintentional error or
bias, a draft copy of the audit report is discussed
with the staff of the agency under review.

The agency is invited to reply to the audit in
writing, and its written comments become a part
of the final report. An audit report must be
reviewed and approved by the public members
of the Legislative Audit Council. Until the
report is given to the General Assembly, the
information it contains is considered confidential.
Upon publication, copies of the audit are sent
to each member of the General Assembly, the
Clerks of the House and the Senate, the.State
Constitutional Officers, the Office of the Gover-
nor, the State Library and the agency under
review. Members of the public are provided
copies of the audit upon request.

AUDIT STEPS

1. Audit is requested and approved.

2. "Entrance Conference"--Agency is notified
of audit and Council staff conduct prelimi-
nary research.

3. Audit plan is developed.

4, Council staff conduct research and audit
test.

5. "Exit Conference"--Agency under review
reads report draft and submits written
comments.
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Draft report is reviewed by Council and
staff.

Final revisions are made in draft report
and, if necessary, in agency's comments.

Council approves final report.

Report is submitted to members of the
General Assembly and to the public.
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AUDIT MANDATES

Under its enabling legislation (South
Carolina Code Title 2, Chapter 15) the Legisla-
tive Audit Council is required to audit the
operations of State agencies, to investigate
fiscal matters as required by the General As-
sembly, and to provide information to assist the
Legislature. The Council's reports can be
grouped into three categories - comprehensive
agency audit reports, program audit reports,
and system-wide reports. Although these
different types of reports share some common
audit objectives, each contains certain types of
audit work not found in the others.

Other legislation has mandated new, ongoing
duties for the Council. The Education Finance
Act of 1977 (South Carolina Code Title 59,
Chapter 20) requires the Council to make sample
audits to assess compliance with all provisions
of the Act. The Sunset Act of 1978 (Act 608,
Title 1, Chapter 20) requires full-scope reviews
of 40 State agencies and boards, carried out on
a six-year cycle, to determine the impact that
would occur if these agencies were terminated
or reduced.

Comprehensive Agency Audits

Comprehensive agency audits evaluate the
efficiency, effectiveness, economy and legality
with which State agencies carry out their finan-
cial, management, and program responsibilities.
The Council's auditors review agency records
and procedures and conduct the necessary tests
to determine the reasonableness of the agency's
control over its financial affairs and records.
Part of the agency audit is devoted to assessing
how effectively or efficiently an agency is
operating. Within the provisions of its statutes
and the existing size of its staff, the Council
will continue to employ new ways to evaluate
agency programs and activities.
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Program Audits

At the direction of the General Assembly,
the Council conducts audits of particular State
programs, activities or special issues. These
audits assess how effectively and efficiently a
program is meeting its goals. They also address
other questions such as whether a program is
being carried out in accordance with the General
Assembly's intent, or whether changes in the
program would better serve the Legislature's
goal of providing high-quality public services to
South Carolinians at a reasonable cost.

System-wide Audits

The Council audits State systems and
activities which affect many agencies at the
State and local level. System-wide audits that
have been performed since 1975 include studies
of the State budget process, personnel operations
and the public education system. These audits
examine the economy and expediency with which
services are provided, and often recommend
ways to reduce duplication of services.

Education Finance Act

The Education Finance Act directs the
Legislative Audit Council to assess compliance
with its provisions annually. For FY 81-82, the
Council's review focused on the costs of special
education and the method of funding special
education and vocational education. A cost
analysis of handicapped education in six State
agencies was completed. Also an analysis was
conducted of the fiscal impact of weighting
special and vocational education programs by
service amount rather than by type of program.
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Sunset Audits

During FY 78-79, the Legislative Audit
Council began conducting sunset audits -
performance audits of agencies that the Legisla-
ture has scheduled for termination under the
South Carolina Sunset Law. All of these agencies
regulate State programs or services. The
Sunset Law calls for evaluating such matters as
the need for regulation, the cost of regulation,
and the protection provided to the public by
the regulation. Performance factors regarding
a program's effectiveness and efficiency are
used to evaluate the programs. The findings
from sunset audits are used by the State Reor-
ganization Commission and appropriate legis-
lative committees as they consider whether to
take action to reestablish the agencies. Public
hearings are held as a part of this review pro-
cess. In FY 82-83, the Council participated in
the public hearings of the Public Service Com-
mission and six other engineering/contractor
related boards scheduled to be terminated on
June 30, 1983. The Council also reviewed the
Dairy Commission and six other boards sche-
duled for termination on June 30, 1984.

THE SUNSET QUESTIONS

1. The amount of the increase or reduction of
costs of goods and services caused by the
administering of the programs or functions
of the agency under review.

2. Economic, fiscal and other impacts that
would occur in the absence of the admini-
stering of the programs or functions of the
agency under review.

3. The overall cost, including manpower, of
the agency under review.

4. The efficiency of the administration of the
programs or functions of the agency under
review.
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The extent to which the agency under
review has encouraged the participation of
the public and, if applicable, the industry
it regulates.

The extent to which the agency duplicates
the services, functions and programs
administered by any other State, Federal,
or other agency or entity.

The efficiency with which formal public
complaints filed with the agency concerning
persons or industries subject to the regula-
tion and administration of the agency
under review have been processed.

The extent to which the agency under
review has complied with all applicable
State, Federal and local statutes and
regulations.
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RECEIPTS AND DISBURSEMENTS OF

APPROPRIATED FUNDS

YEAR ENDING JUNE 30, 1983

Appropriations

Appropriated Funds..... $772,872.00
Total Available Funds. $772,872.00

Disbursements

Personal Services:

Director............... $ 43,768.44
Unclassified Positions.. 451,933.15
Per Diem.............. 735.00
Total Personal Services $496,436.59
Other Operating:
Contractual ........... $ 28,287.35
Supplies............... 5,041.41
Fixed Charges and
Contributions......... 53,891.00
Travel ................ 18,020.94
Equipment............. 14,959.00
Library Books......... 250.00
Total Other Operating $120,449.70

Employer Contributions. $ 84,843.68
Total Employer

Contributions..... $ 84,843.68
Total Disbursements $701,729.97
Lapsed to General Fund. 35,072.03
4.6% Reduced per Budget
and Control Board...... 36,070.00

Total Budget......... $772,872.00
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LEGISLATIVE AUDIT COUNCIL

REPORTS RELEASED TO THE GENERAL ASSEMBLY

FY 82-83

Date
Title Released

Sunset Review of: (Full Report) 09/01/82

Licensing Board for Contractors

Residential Home Builders Comm1ssmn

Real Estate Commission

Manufactured Housing Board

Board of’ 'Engineering Examiners

Board of “Certification of Environ-
mental Systems Operators

Report Summary of the Sunset
Review of the above Boards 09/01/82

Department of Corrections - Summary
of the Study and Review of Prison ‘
Overcrowding in South Carolina 09/14/82

Full Report of thé Department of
Corrections - Overcrowding 09/14/82

Annual Report of Legislative Audit
Council for FY 81-82 01/00/83

Review of Relationship.Between State
Agencies and Associated Endowments 03/02/83

Highway Department - Summary of the
Management and Program Audit 05/18/83

Highway Department - Full Report of
the Management and Program Audit  05/18/83
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Date
Title Released
Department of Education - Report
Summary of a Review of the
Education Finance Act of 1977 06/01/83

Department of Education - A Review
of the Education Finance Act of
1977 06/01/83




