IN PRACTICE

The Importance of Protecting
Auditor Independence

BY KATHERINE BARRETT AND RICHARD GREENE

tatimewhentrustin
governmentis afragile
commodity, the role of
state andlocal government
auditors has become
even more important. These people,
whether through auditing financial
records, creatingreports, or providing
analysis oninternal controls, can help
supportgoals tobuild trust with the
community. As Kymber Waltmunson,
auditor for King County,Washington,

said, “Ihave always felt thata primary
goal of my workis to help promote
trustin government, showing people
thatthere’'s awatchdog out there
looking out for the public's interest.”
But for auditors to be able to
accomplish this goal, they mustbe
able to function independently, free
from interference by outside forces
in government. That's why multiple
attacks on auditorindependence are
such asignificantissue. “Increasingly,
truth, integrity, facts, and reality arein
shorter and shorter supply,” said Josh
Winfrey, director of the National State
Auditors Association (NSAA). You must
have someone you can trust, but for
people to trust the results of an audit
shop, ithastohave independence.”
Amanda Noble, auditor for the
City of Atlanta, Georgia, said, “While
Idon'thave any hard data, it's my
impression as chair of the Association

of Local Government Auditors’ advocacy
committee that we may have seenan
increasein threats over the pastyear,
which isunexpected, given the relatively
strong economy.”

Carolyn Smith was the longest-serving
auditor for Columbus City Schools, Ohio,
when she confronted a threat to her
independence that was intolerable to
her. “We were doing an audit of building
conditions, which had been approved by
the board of education,” she explained.
“And we intended to use a survey of people
who worked in the schools to gather
information. It was a sensitive topic at the
time, because the teachers’ union had just
gone out on strike, and one of the things
they were concerned about were building
conditions, like cleanliness and problems
with the air conditioning system.”

But the survey was attacked by the
union thatrepresents the district’s
custodial staff, which felt that its
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members were being blamed for the
condition of the schools. Recalls Smith,
“Theunionleadershipreached outto the
board, and the board president reached
outtome toaskme to pull the survey back
and nottodiscussit. Iwastold that they
were going to conductaninvestigation. I
kepttryingtogetinformation asto what
was beinginvestigated and asked ifI

was being targeted. The answer from the
attorneys was that they wanted to be sure
IThad followed best practices. [ viewed this
asintimidation, particularly because of
the discussion of an investigation into

our work. I'feltlikeif IThad towalkon
eggshells, how effective could I be? So, I
gave notice.”

Forthelastseveral yearsthere have
been numerous attempts on the part of
the State of North Dakota Legislature to
inhibit their auditor'sindependence. None
have been successful, but the attempts
continue. The Legislature is pressing the
auditor to stop producing pressreleases
and to cut backon the transparency of
its audits through social media and its
website. “They want both the auditor’s
social media outreach and the public
disclosure on the website to go away,” said
State Auditor Joshua Gallion. “ButIargue
that this stuff needs to be more readily
available. Information needs to be out
there and as timely as possible. It can't
justgather duston ashelf.”

The elected auditor continues to resist
the Legislature’s pressure. “I'm ex-
military,” he says, “and I have no problem
standing my ground.”

Some communities, especially smaller
ones like the cites of Palo Alto, California;
Beverly Hills, California; and Glendale,
Arizona; along with Snohomish County,
Washington, have turned to contract
auditors to take the place of appointed
auditors. Expertsin the field fear that this,
too, can jeopardize the independence of
the position as well as the quality of the
work produced.

The big question here iswhether
the individual or group hiring the
consultanthas a potentially hidden
agenda pertaining to the auditresults.

If an auditor is working directly for the
management whose performance is
being evaluated, it's hard to ignore the
possibility thata consultant might put
toogreata priority on trying to please the
people who are signing the contracts.

“As trust in government declines, the auditor role is more

important than it's ever been.”

- Josh Winfrey, Director of the National State Auditors Association

Waltmunson said, “There are concerns
that consulting firms cut corners and
their primary interestis their bottom
line rather than the quality of the work.
They dilute the influence and the impact
of the audit functionaswellas the
independence of the work done.”

This phenomenon is vividly illustrated
by the experience of one former auditor
inalargelocal government on the West
Coast. “In 2022, afterayear, Ileftthe
auditshopin which Iwasworking to find
some room for advancement,” the auditor
recalled. “Imoved to a consulting firm
where Iwasworking on anywhere from
16 to 18 projects, mostly amix of internal
audits and performance audits.”

Disappointing experiences quickly
emerged. “Sometimes, for example, you'd
go todo abroad assessment, which was
supposed to beindependent,” he recalls.
“Butyou'd be trying to sell other products
aswell. There was alimited process for
checking forindependence. Thiswas
particularly true when we would report

directly to someone in management
forwhom youmightbe doing the other
work aswell, as opposed toreporting to
anindependent body. If you're working
formanagementoften, they didn't
wanta critical audit. In consulting
there wasanimplicit understanding
that youreally wanted to please

the client, and that influenced the
quality of the work. People would try to
influence what you were saying. Iwas
there forayearandrecently leftfora
public sector entity.”

Frequently, elected officials who
aim toreduce auditor independence,
either through contracting out or other
means, cite budgetaryreasons for their
actions. But thisisashort-sighted
approach, particularly now. As Winfrey
said, “As trustin government declines,
the auditorroleismore important than
it'sever been.”Hd
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