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ARIZONA STATE LEGISLATURE 
 

JOINT LEGISLATIVE AUDIT COMMITTEE 
 

Minutes of the Meeting 
Tuesday, October 19, 1999 – 9:30 a.m. 

Senate Appropriations Room 109 
 
Members Present: 
Senator Tom Smith, Chair  Representative Roberta Voss, Vice Chair 
Senator Keith Bee   Representative Robert Burns 
Senator Herb Guenther  Representative Ken Cheuvront 
Senator Peter Rios   Representative Barry Wong 
 
Members Absent: 
Senator Darden Hamilton  Representative Andy Nichols 
 
Staff: 
Victoria Clark, Senate Analyst, Government and Environmental Stewardship 
Nadine Berrett, Senate Assistant Analyst 
 
Senator Smith called the meeting of the Joint Legislative Audit Committee (JLAC) 
to order at 9:35 a.m.  Attendance was noted.  See attached list for other 
attendees (Attachment A). 
 
OPENING REMARKS 
 
Senator Smith announced that Debra Davenport is now the Auditor General, and 
although her new position was effective at the time of appointment for a five year 
period, it still has to be confirmed by the House and Senate.  He indicated there 
is a resolution prepared regarding her appointment. 
 
PRESENTATION OF AUDIT BY NATIONAL CONFERENCE OF STATE 
LEGISLATURES (NCSL) STAFF 
 
Richard Jones, National Conference of State Legislatures, commented he 
along with Bob Warner, his colleague who is also present, and Brian Weberg, 
would present a brief overview of the Sunset Review completed on the Office of 
the Auditor General (OAG).  He distributed the following handouts: 
 

1. April 1999 Final Report of the Sunset Review of the Arizona Office of the 
Auditor General (Attachment B); 

2. Executive Summary (Attachment C), a copy of which is also included in 
the Final Report; 

3. Copy of slide presentation (Attachment D). 
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Mr. Jones remarked they would discuss the following: 
 

1) Quality of OAG work product 
2) Internal management issues at OAG 
3) OAG’s relationship with the Legislature 

 
Mr. Jones said NCSL was directed by JLAC to do a sunset review of OAG to 
determine if it was fulfilling its duties and to assess the organizational structure 
and management systems.  He pointed out those items were also of particular 
interest to the JLAC Committee of the previous legislature.   He indicated NCSL 
was directed to assess a level of satisfaction of the products, the use of the 
products by legislators and staff and to compare the Arizona office with those of 
other states.   
 
Mr. Jones remarked that while conducting the audit they reviewed the statutes, 
annual reports and other background information as produced by OAG and 
others describing the operation of the agency.  He said that NCSL interviewed a 
broad section of legislators and legislative staff, OAG staff, former OAG staff, and 
conducted over seventy confidential personal interviews with individuals.  He 
noted NCSL produced a written survey of legislators, legislative staff, the OAG 
staff, and local officials who use the OAG products.  He said two outside teams 
of auditors also reviewed copies of the draft report. 
 
Mr. Jones described their overall summary of findings as follows: 
 

1. NCSL found that OAG is performing and producing high quality work 
products, judged by both people within the state and around the country. 

 
2. NCSL found there is no reason to believe that the OAG audit reports 

contain findings that are not based on research, nor did they find any 
reason to believe that OAG conducts research to support predetermined 
findings.  Mr. Jones said JLAC requested NCSL to pay particular attention 
to the situation when several auditors resigned in 1997. 

 
3. NCSL found that the internal management system and structure at OAG is 

satisfactory, but areas for improvement were identified during the review. 
 

4. NCSL suggests that OAG raise its visibility with the legislature. 
 
5. NCSL would recommend that OAG be continued for another ten years. 

 
Representative Cheuvront referred to Mr. Jones’ comment regarding the 
significant turnover and asked whether the turnover rate for State employees as 
a whole is significantly different or whether it is merely a problem in State 
government and OAG is the same as any other department. 
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Mr. Jones replied they looked at similar offices in other states as well as the 
turnover rate within State Government in Arizona.  He said their findings revealed 
the following: 
 

1. When looking at audited agencies, one can expect some degree of 
turnover.  Sometimes when individuals are hired at entry level and trained, 
they then become more valuable and leave. 

 
2. The market in Arizona in terms of salaries and benefits is very competitive.  

Data provided compared OAG employees’ salaries with the major 
accounting firms and other State agencies and indicated OAG salaries are 
below those of others.  Mr. Jones noted NCSL’s sense is they are 
comparable to a number of other agencies in state government, but it is 
creating difficulty for the agency.  He said it is a problem in a very tough 
market and needs to be addressed.  Mr. Jones said in the Spring of 1999 
an OAG internal work group reviewed turnover, recruiting and other 
issues. 

 
Representative Wong asked Mr. Jones to comment specifically on the internal 
management issues, and Mr. Jones indicated he would comment on those 
findings further in his presentation. 
 
Quality of OAG Work Products: Mr. Jones noted that as a result of interviews 
conducted and surveys returned from legislators, legislative staff, and local 
government officials, OAG  received very high marks in the quality of the work 
products.  NCSL asked people to rate overall quality of work performed on the 
surveys using a rating of one through five with five being the highest.  He noted 
that from both legislative staff and legislator surveys, OAG received a 4.0 rating.  
Mr. Jones commented that every three years OAG conducts a peer review of 
auditors from around the country to look at OAG’s operations and those reviews  
indicated that OAG has an effective system of quality control and is performing 
good work.   

 
Internal Management: Mr. Jones remarked in terms of the internal 
management finding, NCSL found OAG to be satisfactory, but there are areas for 
improvement.  He said a major amount of time was spent conducting confidential 
interviews of OAG staff.  Mr. Jones indicated there was no reason to believe that 
OAG conducts research during audits to support predetermined findings. 
 
Control Culture: Mr. Jones noted that organizational culture plays a 
significant role in how organizations operate and how they approach decision 
making and promotions.  He said a control culture tends to be of a hierarchical 
nature, such as exists in the military.  He noted that although there has been 
criticism, control culture is a very effective method for dealing with certain types 
of business and generally it fits the work the OAG is doing.  However, NCSL 
found OAG has both strengths and weaknesses that somewhat mirror each 
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other.  NCSL’s sense was that OAG’s strengths become overemphasized and it 
tends to create weaknesses within the organization.  For example, a major 
emphasis on reporting and compliance could result in a culture that is too 
compliant, producing low innovation and in particular some human resources 
areas can be somewhat inflexible.   
 
Mr. Jones said NCSL’s  sense was that in order to improve OAG’s operations, 
there should be a better balance, such as using more of the approaches and 
collaboration, and allowing more decision making and communication further 
down into the organization.  He said if a balance was not adhered to that over 
time it would affect the performance of the agency and impede its effectiveness. 
 
Mr. Jones commented on the turnover rate, which has been high in recent years 
in a very competitive environment.  NCSL recommends that JLAC should work 
with the Appropriations Committee to ensure OAG has the funding to raise some 
salaries in particular targeted positions to make them more competitive.  He said 
they also recommend that OAG look at some of the other factors that are causing 
people to leave the organization and to address those and also to improve 
communications. 
 
Representative Wong referred to OAG’s internal communications and asked if 
there were any other factors relating to turnover.   Mr. Jones replied that in terms 
of turnover, NCSL outlined the reasons in their report.  He said some of the 
factors include salary, job responsibility, travel, and dissatisfaction with 
management.  In some cases the employees were satisfied, but moved on to 
new jobs for other reasons. 
 
Mr. Jones reported that the other finding in terms of internal management was 
the process for quality review particularly on the performance audit side, which 
was long and cumbersome.    He said OAG’s internal work group reviewed that 
issue and reported on their results as NCSL was completing its final report.  OAG 
began to implement a number of changes, which reduced the review time of the 
performance audits in half.    
 
Mr. Jones noted OAG provides excellent training of staff, which provides a 
competitive edge and enables staff to become more valuable in their field.  NCSL 
believes OAG should be encouraged to continue to provide email and internet 
access for their staff to continue to expand in that area. 
 
Mr. Jones remarked NCSL proposed a number of recommendations, which are 
outlined on the back page of the Executive Summary handout.  He discussed 
three of them as follows: 
 
Recommendation 3:  OAG should continue the process to balance its 
organizational culture and move toward a more collaborative approach by 
delegating decision making further down to lower levels within the organization. 
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Recommendation 5:     JLAC should work with the Appropriations Committee 
within the Legislature to ensure that OAG has the necessary funds to allow it to 
pay competitive salaries for entry-level and mid-level auditors where there is the 
most turnover and which is lagging the market rates. 
 
Recommendation 6:        OAG should continue the process they have been using 
to reduce the length of the review process for performance audits. 
 
Mr. Jones indicated NCSL’s another finding dealt with the relationship between 
the OAG and the Legislature. He said overall NCSL found that OAG maintained 
a low profile with the Legislature.  In various discussions, there was a mixed 
viewpoint on this aspect, however, NCSL believes OAG needs to be distant 
enough to be independent, which is very important, but close enough to be 
responsive to the Legislature’s needs and to raise its visibility. 
 
Mr. Jones said in terms of looking at the relationship with the Legislature and the 
sunset process, NCSL felt that the recommendations and procedures will 
strengthen the audit process and the sunset process. 
 
Senator Smith thanked Mr. Jones for the time and effort put forth in NCSL’s 
report.  He commented the turnover rate is a problem and many employees 
leave because of financial responsibilities within their families.  He noted he 
spoke to an individual who had interviewed with the major accounting firms that 
offered him more compensation, but chose to work at OAG because he felt they 
were truly interested in him as an individual. 
 
Mr. Jones replied he believed that Senator Smith’s example was a very good one 
of the types of ways that OAG needs to implement because it is very difficult to 
compete with the big accounting firms on a dollar basis.  However, 
competitiveness would be increased at OAG by providing interesting work, 
training and other opportunities for staff to work with the State Legislature. 
 
Representative Voss asked Mr. Jones to comment on NCSL’s Number 3 finding 
relating to the sunset process and the Program Authorization Review (PAR) 
process and the effectiveness of those programs. 
 
Mr. Jones replied NCSL’s sense is that the sunset process is effective in that it 
gives the Legislature the opportunity to review the agencies and provides the 
agencies with an incentive to perform better and to make changes to be more 
productive, and that the lack of termination of an agency is not necessarily a 
detriment.  He said many of the changes that have been made in some of the 
agency operations as a result of the sunset process has helped the sunset 
effectiveness. 
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He said NCSL’s sense with PAR and the sunset review process was that there 
are enough dissimilarities so they both could operate effectively.  NCSL suggests 
it may be more effective to look at particular programs within an agency and 
terminate a particular program as opposed to an entire department because both 
processes are different.   
 
Representative Voss asked Mr. Jones whether NCSL had made comparisons of 
Arizona’s sunset and  PAR review process with those of other states.  Mr. Jones 
responded they did not make comparisons on that particular issue.  He said other 
states have an evaluation operation and use sunset as a matter of doing the 
evaluation, therefore, NCSL focused more on that procedure. 
 
Representative Voss referred to NCSL’s finding regarding the effectiveness of 
the sunset review process and the PAR process and asked Mr. Jones to clarify 
that issue.  Mr. Jones replied NCSL believes rather than selecting one over the 
other that there is room for both processes and the Legislature could use both of 
them. 
 
CHANGE TAPE – SIDE B 
 
Debbie Davenport, Auditor General, Office of Auditor General, commented 
she wanted to thank the Legislature for supporting her appointment as Auditor 
General and that she is looking forward to serving the Legislature in that 
capacity.  
 
Ms. Davenport commented on OAG’s findings of the NCSL report.  She was 
pleased to know NCSL recognizes OAG is performing high quality work that 
satisfies the needs of the Legislature and that the findings are supported by 
unbiased research.  She pointed out the issuance of unbiased reports is 
extremely critical to OAG.   
 
She indicated OAG has agreed with all the recommendations that NCSL has 
proposed and has been implementing those recommendations over the past 
several months.  She commented on the recommendations as follows: 
 
Recommendation 1:  The OAG should conduct performance evaluations 
with all staff at least once per year as required by its current policy with a 
particular emphasis on annually evaluating the performance of directors, 
managers and senior auditors.  Ms. Davenport said OAG’s policy was not 
previously clear that performance evaluations should also include director and 
manager level positions.  She said OAG has since clarified its policy and has 
developed forms and procedures to evaluate the audit managers and directors.  
She said since their duties vary from division to division, OAG has made it a 
general policy and each division has developed its own procedures specific to its 
staff.  OAG provided all directors with listings of their staff indicating their last 
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evaluation date so that all auditors and staff throughout the organization will be 
evaluated by the end of each calendar year. 
 
Recommendation 2:  The OAG should develop an upward appraisal 
mechanism for staff to provide feedback on the performance of their managers 
and immediate supervisors at least once per year.  Ms. Davenport reported OAG 
has used an upward appraisal mechanism for staff in the past but there was a 
lack of interest.  She said OAG is willing to implement this recommendation again 
and revive it.  OAG has adopted a policy within its office management guide that 
establishes an annual upward evaluation process and has developed procedures 
and evaluations forms that are specific to each division. 
 
Representative Wong asked Ms. Davenport to describe what is meant by upward 
evaluation process.   Ms. Davenport replied an upward evaluation process allows 
those people that are being supervised to evaluate those that are doing the 
supervision, therefore, it allows the individual to address areas that need to be 
communicated to the one that is doing the supervision.  She said, for example, if 
they feel they are not getting adequate feedback on a daily basis, they can 
include it in their evaluation form of their manager. 
 
Representative Wong asked if that is done on an annual basis.  Ms. Davenport 
responded it is a broad policy that it will be done at least on an annual basis and 
each division has an opportunity to implement that in a less restrictive manner.  
She said, for example, auditors might work on two or three different audits in a 
year and they would have the opportunity to evaluate their supervisors at the end 
of each audit.  However, in OAG’S accounting services division, they work 
together throughout the year on many small projects, therefore, they are given 
the opportunity to evaluate their supervisors at least on an annual or semi-annual  
basis. 
 
Representative Wong asked whether there was a grievance or appeal process 
available beyond the immediate supervisor, if a dispute or disagreement took 
place between the auditor in the field and a supervisor regarding facts or 
findings. 
 
Ms. Davenport replied that if there is a disagreement in preparing the work at any 
phase, a procedure is in place that is outlined in OAG’s office policies and 
distributed to employees upon employment.  She said the process is also 
reviewed on an annual basis in ethics and training classes, which outlines a step-
by-step procedure to follow if there is a disagreement, beginning with the 
immediate supervisor to the auditor general with no retribution for questioning on 
differences of opinions. 
 
Representative Wong indicated he supports that policy and asked if it was 
implemented as a result of the NCSL report.  Ms. Davenport replied it is a policy 
that was implemented as a result of the previous termination of two employees. 
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Recommendation 3:  The OAG should continue the process to balance its 
organizational culture and move to a more collaborative approach by delegating 
decision making further down to lower levels within the organization.  Ms. 
Davenport said OAG has taken a number of steps and are continuing to look at it 
on an on-going basis. 
 
Ms. Davenport said OAG conducts working lunches with the auditor general, 
managers and directors, during which officewide issues of concern are 
addressed.  She said the first two meetings reviewed NCSL’s report and the 
group proposed ways to address and implement every recommendation. 
 
Senator Smith announced that the meeting room was double-booked and 
number five on the agenda listing the Motor Vehicle Division Special Audit 
presentation would not take place today, and will be postponed for two weeks. 
 
Ms. Davenport continued her presentation and pointed out OAG also refocused 
the management group meetings to a different format utilizing a more pro-active 
approach.  In the past OAG discussed  status reports, however, under the new 
approach the directors submit agenda items for issues they want to discuss, 
many of which are generated from staff.  She said the process has been very 
well received and has resulted in changes within the office in a very short amount 
of time. 
 
Ms. Davenport said OAG is also requesting all divisions to identify activities that 
can be delegated to a lower level.  She said they found that job satisfaction could 
be drastically increased, if the auditors have more input in their daily lives and 
how they do their work.  She noted they are also continuing efforts that were 
already in place at the time that the NCSL audit team came in.  She said one of 
those efforts includes an officewide advisory committee that meets with the 
auditor general on a quarterly basis to discuss concerns from the staff, and 
changes have been implemented as a result of those meetings. She emphasized 
OAG is taking the delegation of responsibility very, very seriously and attempting 
to communicate better with staff at all levels to enhance the work environment. 
 
Recommendation 4:   The OAG should continue to analyze the results of exit 
interviews to identify those factors that are the primary causes of the turnover.  In 
addition, the OAG should continue to monitor market salaries and take 
aggressive action to ensure that OAG salaries, particularly those for entry level 
and mid-level auditors are competitive.  Ms. Davenport responded that OAG has 
continued some of its processes and expanded upon them.  She said the exit 
interview forms have been revised and OAG also contacts terminated employees 
six months after they have moved into a new job to try to gain an understanding 
as to where OAG might make some improvements in its work environment. 
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She indicated OAG has begun analyzing the turnover rate every six months vs. 
the annual analysis previously conducted and have begun distributing that 
analysis to the managers and directors to discuss what OAG might do to curb 
some of that turnover.  She said OAG created an internal work group to study the 
turnover issue and have assembled an excellent survey to distribute to staff 
within the next week to determine the intention of staff members when they are 
hired.   
 
Ms. Davenport remarked in conjunction with OAG’s budget request preparations, 
market salary surveys have been conducted, which indicate that OAG’s staff 
salaries were significantly below the market rates.  She said that accordingly 
OAG requested additional funds to adjust the staff salaries, especially targeting 
those with the highest turnover, such as, entry-level and mid-level auditors.  She 
said OAG will continue to conduct those surveys on a periodic basis and seek 
additional funding to adjust the staff salaries when the survey results indicate that 
OAG is still significantly below the market. 
 
Recommendation 5:  JLAC should work with the Appropriations Committee within 
the Legislature to ensure that the OAG has the necessary funds to allow it to pay 
competitive salaries for entry-level and mid-level auditors.  Ms. Davenport said 
this is directed at the Committee.  She said OAG will provide the Committee with 
all data including the exit interview information, salary survey information, 
turnover rate, and anything else it requires. 
 
Representative Wong referred to the points on competitiveness and efficiency of 
staff and asked Ms. Davenport to address the issue of outsourcing activities and 
employee efficiency as part of the salary issue.  
 
Ms. Davenport replied OAG does outsource some of its audits.  She said eight of 
the fifteen counties and two of the community college districts that OAG is 
responsible for auditing are outsourced because OAG does not  have the in-
house resources to handle them at this time.  She said OAG takes a different 
approach.  OAG’s main concern is that financial statements are presented fairly, 
however, OAG also believes it has a fiduciary responsibility to the taxpayers and 
they take a harder look at compliance with laws, rules and regulations by the 
agencies and entities that OAG audits.  She noted that procurement rules are 
very complex and OAG spends time ensuring that they are being adequately 
enforced.  Ms. Davenport, having had experience in public accounting, believes 
OAG’s auditors are extremely efficient and competent.   She said OAG takes it a 
bit further to ensure that taxpayers’ money is spent properly and not just that it is 
recorded properly.  She pointed out when work is outsourced, OAG has found its 
technology and efficiency superior to that of the outside auditors because of 
OAG’s excellent technology.  She noted OAG was recently recognized by the 
Journal of Accountancy as being one of the leaders in implementing a new risk-
based model of auditing, which is first in the country.  
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Representative Wong said he raised the point because he knows Ms. Davenport 
wants to have an efficient operation as Auditor General, and he believes she 
does.  He said he believes at all levels of government everyone should be 
vigilant in how the tax dollars are expended and also that the organizations are 
run efficiently. 
 
Recommendation 6:  The OAG should reduce the length of its review process for 
performance audits.  In implementing the recommendations of the work group to 
streamline the review process, it should continue to monitor the time actually 
spent on each review step and adjust the review process as necessary.  Ms. 
Davenport said OAG has implemented those changes and has reduced the 
processing time in half.   
 
Recommendation 7:  The auditor general and the OAG should raise their visibility 
with the Legislature.  Ms. Davenport said OAG recognizes it will be an on-going 
process and is aggressively moving in that direction.   She believes the visibility 
of OAG along with the independence go hand in hand and they are making an 
effort to meet with all the JLAC chairs and members as well as other members of 
the Legislature to understand the needs and expectations of OAG.  She noted 
OAG has initiated a process of contacting all the committee of reference 
members and their staffs to brief them on the reports prior to a sunset hearing.  
Ms. Davenport stressed it is a very effective process and she appreciates 
everyone’s support in that effort.  She remarked OAG is participating in training 
sessions at the Senate and has produced a Power Point and video presentation 
explaining the audit process.  OAG has also requested to be on some of the 
agendas of standing committees for the first meeting in the next legislative 
session prior to any bills being introduced in order to explain what OAG does and 
how they can assist the Legislature during the process.   
 
Ms. Davenport indicated OAG is also developing a listing that will be available on 
its internet web site to enable anyone who requires information about OAG and 
its programs the ability to retrieve it.  
 
Recommendation 8:  The JLAC should hold at least one of its meetings each 
year at the OAG offices.  Ms. Davenport said OAG would extend an invitation at 
anytime and would do everything possible to accommodate JLAC. 
 
Recommendation 9:  The OAG should allow all members of the audit team to 
attend the Legislative hearing on its report.  The current practice of having the 
audit manager or senior auditor make the presentation should be continued.  Ms. 
Davenport indicated OAG has fully implemented this recommendation.  She said 
all members of the audit teams are invited to attend those hearings and the 
senior or the audit manager will continue to make those presentations.  She 
noted the other managers in the office that do not participate in the performance 
reports, such as the financial audit managers who do not have any hearings,  
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have also been strongly urged to attend hearings so that they understand the 
process that takes place.   
 
Representative Wong congratulated Ms. Davenport on her appointment to the 
OAG and indicated JLAC looks forward to working with her and her staff and 
believes there will be some mutually beneficial reforms on both sides.  He raised 
the issue of internal management because he would like to ensure that 
employees have an opportunity internally to be treated fairly and have their 
opinions respected as well.  He commented that in his opinion OAG’s work 
product has always been of top professional quality and just wanted to request 
that OAG keep the concerns of employees in mind.  He asked Ms. Davenport to 
discuss the procedural process pertaining to the release of an audit report by 
OAG.   
  
Ms. Davenport responded that JLAC authorizes all OAG audits whether they are 
performance or financial, and that all reports are issued.  She said if there is no 
significant finding in a performance audit, OAG will nevertheless issue a report to 
that effect.  She said as far as special investigations are concerned, OAG will 
issue a public report, however, in many instances those public reports cannot be 
issued until after an indictment by the prosecutorial agency and so they are often 
delayed.  Ms. Davenport said they believe as long as OAG is using public 
resources that the public has a right to know where those resources are being 
spent, therefore, a public report is issued.   
 
Senator Smith thanked Ms. Davenport for her presentation.  He acknowledged 
the departure of Ms. Victoria Clark and wished her well in her new endeavor.   
 
There being no further business, the meeting was adjourned at 10:30 a.m. 
 
Respectfully submitted, 
 
 
Nancy L. DeMichele 
Committee Secretary 
 
(Tape and attachments are on file in the Secretary of the Senate’s Office.) 
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