HOUSE BILL NO. 328
INTRODUCED BY COBB, JERGESON, GRINDE, KEATING, KADAS,

PAVLOVICH, SVRCEK
BY REQUEST OF THE LEGISLATIVE AUDIT COMMITTEE

IN THE HOUSE

JANUARY 21, 1991 INTRODUCED AND REPERRED TO COMMITTEE
ON LOCAL GOVERNMENT.

JANUARY 22, 1991 FIRST READING.

FEBRUARY 21, 1991 COMMITTEE RECOMMEND BILL
DO PASS AS AMENDED. REPORT ADOPTED.

FEBRUARY 22, 1991 PRINTING REPORT. |

MARCH 5, 1991 SECOND READING, DO PASS.

MARCH 6, 1991 ENGROSSING REPORT.

MARCH 7, 1991 THIRD READING, PASSED.

AYES, 96; NOES, O.
TRANSMITTED TO SENATE.
IN THE SENATE

MARCH 8, 1991 INTRODUCED AND REFERRED TC COMMITTEE
ON FINANCE & CLAIMS.

FIRST READING.

MARCH 20, 1991 COMMITTEE RECOMMEND BILL BE
CONCURRED IN AS AMENDED. REPORT
ADOPTED.

MARCH 22, 1591 SECOND READING, CONCURRED IN.

MARCH 23, 1991 THIRD READING, CONCURRED IN.

AYES, 47; NOEs, 0.
RETURNED TO HOUSE WITH AMENDMENTS.
IN THE HCUSE |
APRIL 8, 1991 RECEIVED FROM SENATE.

SECOND READING, AMENDMENTS
CONCURRED IN.



APRIL 9, 1991 THIRD READING, AMENDMENTS
CONCURRED IN.

SENT TO ENROLLING.

REPORTED CORRECTLY ENROLLED.
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SE siiono, SRS

Y REQUEST OF THE LEGISLATIVE AUDIT COMMITTEE
1

INTRODUCED BY

A BILL FOR AN ACT ENTITLED: "AN ACT ADOPTING THE STATE
SINGLE AUDIT ACT: GENERALLY REVISING AND CLARIFYING THE LAW
RELATING TO AUDITS OF LOCAL GOVERNMENT ENTITIES; REQUIRING
COMPLIANCE WITH GOVERNMENT AUDITING STANDARDS; AUTHORIZING
THE CHARGING OF FEES COMMENSURATE WITH COSTS FOR STATE AUDIT
SERVICES; AMENDING SECTIONS 2-7-501, 2-7-502, 2-7-503,

2~7-504, 2-7-505, 2-7-506, 2-7-507, 2-7-508, 2-7-%511,

2-7-512, 2-7-513, 2-7-514, 2-7-515; 2-7-516, 2-7-517,
2-7-518, 2-7-521, 3-5-902, 7-6-2352, 7-6-4113, 19-11-204,
19-11-205, 20-9-203, 20-9-213, AND 20-10-202, MCA; AND
PROVIDING A DELAYED EFFECTIVE DATE AND AN APPLICABILITY

DATE. "

BE IT ENACTED BY THE LEGISLATURE QF THE STATE OF MONTANA:
Section 1, section 2-7-501, MCA, is amended to read:

"2-7-501. Definition. Unless the context requires

otherwise, in this part, the following definitions apply:

(1) "Audit" means a financial audit and includes

financial gtatement and financial-related audits as defined

by government auditing standards as established by the U.S.

comptroller general.
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LC 1471/01

{2) “Board" means the Montana board of public

accountants provided for in 2-15-1B66.

(3) 4“department?® "“Department" means the department of
commerce.

(4} (a) "Financial assistance" means assistance

provided by a federal, state, or local government entity to

a recipient or subrecipient to carry out a_ program.

Financial assistance may be in the form of grants.,

contracts, cooperative agreements, leans, loan guarantees,

propercty, interest subsidies, insurance, direct

appropriations, or other noncash assistance. Financial

assistance includes awards received directly from federal

and state agencies or indirectly when subrecipients receive

funds identified as federal or state funds by recipients.

The granting agency is responsible for identifying the

source of funds awarded to recipients. The recipient is

responsible for identifying the source of funds awarded to

subrecipients.

{(b) Financial assigtance does not include direct

federal, state, or local government cash assistance to

individuals.

(5 "Financial report" means a presentation of
P

schedules that reflect a current financial position and the

operating results for the i-year reporting period,

{6) "Independent auditor" means:

—a- INTRODUCED BILL
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(a) a federal, state, or local government auditor who

meets the standards specified in the government auditing

standards; or

(b) a public accountant who meets the standards in

subsecticn {6})}(a).

(7) (&) "Local government entity" means a county, city,

district, or public corporation that:

(i) has the power to raise revenue for the purpose of

serving the general public;

{ii) is governed by a board, commiszion, or individual

elected or appointed by the public or representatives of the

public; and

{iii) receives local, state, or federal financial

assistance.

{b) Local government entities include but are not

limited to:

(i) airport authority districts;

(ii) cemetery districts;

(iii) counties;

(iv} county housing authorities;

(v) county road improvement districts;

(vi) county sewer districts;

(vii) county water districts;

(viii) county weed control districts;

(ix) drainage districts;
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(x) fire department relief associations;

{(xi) fire districts;

{x11i) hospital districts;

(xiii) incorporated cities or towns;

(xiv) irrigation districts;

{xv} mosquito districts;

{xvi) municipal housing authority districts;

{xvil) port authorities;

{xviii) refuse disposal districts;

{xix) rural improvement districts;

{xx} school districts including a district's

extracurricular funds;

(xxi) soil conservaticn districts;

(xxii) special education or other cooperatives;

(xxiii) television districts;

(xxiv) urban transportation districts;

(xxv) volunteer fire departments; and

(xxvi) water conservancy districts.

(8) "Revenues" means all receipts of a local government

entity from any source excluding the proceeds from bond

issuances."
Section 2. section 2-7-502, MCA, is amended to read:

®»)-7-502. #Audit Short title —— purpose. (1) This part

may be cited as the "State of Montana Single Audit Act".

{2) The purpese purposes of the-audit-ef-the-affatra——of

_4_




[ IR SR - )Y

10
11
12
13
14
15
16
17
18
13
20
21

22

23

24

25

LC 147:1/01

the-governmentat-entities-as-set-forth-in this part shaii-be
are to;

(a) improve the financial management of local

government entities with respect to_ federal, state, and

local financial assistance;

{(b) establish uniform requirements for financial

reports and audits of local government entities;

{€) insure ensure constituent interests by determining
that compliance with all appropriate statutes and
regulations is accomplisheds;

{(d) ensure that the financial condition and operations

of the local government entities are reasonably conducted

and reporteds;

(e} ensure that the stewardship 0of saer local

government entities is conducted in sueh a manner eas to
preserve and protect the public trusty; and-te

{f) ensure that 1local government entities accomplish,

with economy and efficiency, the duties and responsibilities
of the entities in accordance with the legal requirements
imposed and the desires of the public; and

{g) promote the efficient and effective use of audit

resources."
Section 3. Section 2-7-503, MCA, is amended to read:

"2-7-503. (Temporary) Audits Financial reports and

audits of local gevernmentat government entities. {1) The
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department-shalti-audit-the-affarrs-of-altis
tay-—counties;
tby--incorporated-cities-and-towns-having--a--population
eaf--more--than-368-in-the-most-recent-census-taken—under-the
direction-of-congreas;
{ey--firat--—and--second-ciass--schost-—-—-districes---and
third-clinas-schooti-diratrieta—that-maintain-a-high-schootl ;s
tdy-——school--district-—axtracurricutar--fundea——for-papil
funetionss
tey--trrigation--distriecs;-~except-——as———provided--—in
subsecetan-{7¥+
tf£y-~conservancy-diacriceas
tgy——fire--districta--and--volunteer—-fire-departments-in
uninesrporated-areasy—tewnay-and--viitages—-supported--by--a
milit-lmevy;-except-as-provided-in-asubsectien-t637
thy-~fira--deparement-~retief--associationar-—except-—aa
provided-in-subsection-{63;r-and
tiy--cemetery-ditatricess
+2}--Each--andit-—shall--pbe-made-svery-2-years-and-shaii
cover-the--immediatety--preceding--2--fiscat--years——of--the

govermmental qoverning body or managing or executive officer

of a local government entity, uniessa--annuai-zudits-are

requested-by-the-governmentat-entity oOther than a schocl

district or associated cogperative, shall ensure that a

financial report is made every year. A school district or
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associated cooperative shall comply with the provisions of

20-9-213. The financial report must cover the preceding

fiscal year, be in a form prescribed by the department, and

be completed within 4 months of the end of the reporting

period. The local government entity shall submit the

financial report to the department for review.

t3y--Each-andit-shaii-be-intttated--not--tater--than--24
manths—from-the—cltose-af-the-fiscai-year-far-which-the-andie
is-conducteds

t2) The department shall prescribe a uniform reporting

system for all local government entities subject to

financial reporting requirements, other than school

districts. The superintendent of public instruction shall

prescribe the reporting requirements for schocl districts.

{3) {a) The governing body or managing or executive

officer of each local government entity receiving revenues

or financial assistance in the period covered by the

financial report in excess of $100,000 or federal financial

assistance in excess of $25,000 shall cause an audit to be

made at Jleast every 2 vyears. The audit must cover the

entity's preceding 2 fiscal years. The audit must commence

within 9 months from the close of the last fiscal year of

the audit period. The audit must be completed and submitted

to the department for review within 1 year from the close of

the last fiscal year covered by the audit.
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{b) The governing bedy or managing or executive officer

of a local government entity that does not meet the criteria

established in subsection (3){a] shall at least once every 4

years, if directed by the department, cause a financial

review, as defined by department rule, to be conducted of

the financial statements of the entity for the preceding

fiscal year.

{4) &An audit conducted in accordance with this part is

in lieu of any financial or financial and compliance audit

of an individual financial assistance program that 1is

regquired of a local government under any other state or

federal law or regulation. If an audit conducted pursuant to

this part provides a state agency with the information it

reguires to carry out its responsibilities under state or

federal law or regulation, the state agency shall rely upon

and use that information to plan and conduct its own audits

or reviews in order to avoid a duplication of effort.

t43(5) In addition to the audits required by this
section, the department may at any time conduct or contract
for a special audit or review of the affairs of any
governmentat local government entity referred to in this

part., The special audit or review must, to the extent

practicable, build upon audits performed pursuant to this

part.

t5¥{6)] The fee for the special audit shati or review
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must be a charge based upon the costs incurred by the

department in the--eondnet-of-such relation to the special

audit or review. The audit fee shatt must be paid by the

governmentat local government entity to the state treasurer

and deposited in the enterprise fund to the credit of the
department.,
t6y--¢ta)-Except-—as--provided--in-subsection-{bytc)s-the
departmens-may-not-aundit:
ti+-—-—a-fire-district-which-has-an-annuai-budget-of--tess
than-$207808-and-tn-which-fire-protection-is-provided-selety
by--&--fire--company-compeoasd-eniy-cf-volunteer—firefightera
erganized-under-Fitte-Fy-chapter-33;-or
tity-a--fire--deparement--reliaf--association--organized
under-Pitite-19;--chapter—-ti;--whieh-—-has--annunai—-receiptay
inciuding--earnings-on-inveated-funday-of-tess-than-$26078005
except-for-aundits-as-provided-under-1%-11-286+
tby--Suek-fire-distriet-snhali--annzatty--fite--with--the
beard--cf-—county--commissionera--of-the-county-in-which-the
majority-of-the-distriet-is-lecated-an-itenized--account--of
ati--receipts--and--expenditures--for-ethe-yeary-signed-under
cath-by-an-officer-cf-the-fire-—company--desiqnated--by--the
fire-distriet~trusteess
te}--Fhe--board--af--eounty-commissioners-may-require-an
annugal-audib-—-to--be-~conducted--by--the--department-—-+€f--tt

considers-auch-audit-te-be-in-the-public-interesats
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td3~~Such---fire--department——-retief--assactarion--shail
annuatty-filte--with--the--municipatirty--tn--which--the-—fire
department-retief-assaciaticn-is-tocated-an-rtemized-account
of-—ati-receipbta-and-expenditures-for-the-yeary-signed-under
oath~by-an-officer-deatgnated-by-the-fire-department--retzef
association-trustess;-FPhe-munitcipaltity-may-require-an-annuat
audit-to-be-¢onduected-by-the-deparement-if-tt-conatdera-sach
audit-to-be-in-the-pubiic-tntereses
t7y——-ta}-Except--as--provided--in-subsection-{Fyteys-the
department-may-not-audit-an-irrtrgation-diatrict-with--annual
expenditures—-of-teas-+han-5$3670607-exctuding-che-payment-of
principat-and-interest-on-federat-icanss
tb¥--Such-irrigatian-district-shati-annuaity--£ile--with
the-—cterk--of-the-district-court—tn-the-county-in—which-the
trrigation-district-ia-tecated-an-+rtemired-—-account--of--aid
receipta-and-expenditures-for-the-yearys-signed-under-sath-by
an-officer-designrated-by-the-irrigation-districe-—rrusceess
tey--The--district--court-may-require-an-annuat-audit-to
be-conducted-by-the-department-if-ie-constders-such-acdit-to
be-in-the-publtc-tnktereats
tBi--tay-Exeept-as-pravided-+a--subsection--+8yterr-—the
department--may--not—-audit--a-cemetery-district-wicth-annuatl
expenditures—of-teas-rhan-52576087-exeluding-che-payment--of
prineipal-and-interest-an—federal-leansy

thi--Sueh-ceretery-districe-shati-annuatty-fi+te-with-the
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clierk——of--the~-~-dratrict--court-—in—--the-county-tn-which-the
cemetery-district-is-tocated--an——iremized-—account-—-of--ati
receipta-and-expendttures-for-the-yeary-signed-under-sath-by
an-officar-denignated-by-the-cematery-district-trusteess
tcy--Phe--board--of--councy-commisaionera-may-require—an
annual-andit--to--be--conducted——by—-the--department--itf-—-t¢
constders——-such--—audie--te-—-be--in--the--public--interest<
(Terminates June 30, 1991--sec, 6, Ch. 140, L. 1989.)
2-7-503. ({Effective July 1, 1991} Auwdits Financial

reports and audits of local governmental government

entities. (1) The dapartment-shali-auditt-the-affairs-of-atis
tar-—-eounties;
tbi--incorporated--cities--and-towna-having-a-popuiation
of-more-than-3668-in-the-mest-recent-census-taken-—under—-the
direction-of-congresas
tey--€irat-——-—and-—-second-class--scheoit--districes--and
third-ciass-school-districta-that-maintain-a-high-schootl;
tdy--schooi-district——extracurricutar--funds——for—-pupt:
functionss
tey--irrigation——-districtsy——-excepe--—as--praovided--in
subsactien—{F3+
tEy-~conservaney-dratrices;
tgy-——fire-districtas-and-votunteer--fire~-departments--in
uninecorporsted--areasy——towna;—-and--vitiages—supported-by-a

miil-tevy;-except-as-provided-in-subsecerien—{6}7-and
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thi--fire--dapartment~-ratief--assccitaticons;-—-eaxcept--as
provided-in-subssction—{63-

t2¥--Each-audit~shati-be-made-every-2--years--and—-shatt
cover--tha-—-immediatety--preceding--2--fiacat--yeara—-af-the

governmentat governing body or managing or executive officer

of a local government entity, uniess—-annna:i--audits——are

requested--by--the——govermmentat——-entity other than a school

district or associated cooperative, shall ensure that a

financial report is made every year. A school district or

associated cooperative shall comply with the provisions of

20-9-213. The financial report must cover the preceding

fiscal year, be in a form prescribed by the department, and

be completed within 4 months of the end of the reporting

period. The local government entity shall submit the

financial report to the department for review.

+3y--Each--audit--shait--be--inittrated-nce-iater-than-24
months-from-the-ctose-of-the-fiscat-year-for-which-the-audsite

its-conducteds

(2) The department shall prescribe a uniform reporting

system  for all 1local government entities subject to

financial reporting requirements, other than school

districts. The superintendent of public instruction shall

prescribe the reporting reguirements for school districts.

(3) {a}) The governing body or managing or executive

officer of each local government entity receiving revenues

..12_
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or financial assistance in_the period covered by the

financial report in excess of $100,000 or federal financial

assistance in excess of §25,000 shall cause an audit to be

nade_at least every 2 years. The audit must cover the

entity's preceding 2 fiscal years. The audit must commence

within 9 months from the close of the last fiscal vyear of

the audit period. The audit must be completed and submitted

to the department for review within 1 year from the close of

the last fiscal year covered by the audit.

{b) The governing body or managing or executive officer

of a local government entity that does not meet the criteria

established in subsection (3)(2) shall at least once every ¢

years, if directed by the department, cause a financial

review, as defined by department rule, to be conducted of

the financial statements of the entity for the preceding

fiscal year.

{(4) An audit conducted in accordance with this part is

in lieu of any financial or financial and compliance audit

of an individual financial assistance program that a local

government is required to conduct under any other state or

federal law or regulation. If an audit conducted pursuant to

this part provides a state agency with the information it

requires to carry out its responsibilities under state or

federal law or regulation, the state agency shall rely upon

and use that information to plan and conduct its own audits
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or reviews in order to avoid a duplication of effort.

+4¥(5) In addition to the audits required by this
section, the department may at any time conduct or contract
for a special audit or review of the affairs of any

governmentat local government entity referred to in this

part. The special audit or review must, to the extent

practicable, build upon audits performed pursuant to this

part.

t5¥(6) The fee for the special audit shall or review
must be a charge based upon the costs incurred by the
department in the--eonduct-ef-such relation to the special
audit or review. The audit fee ahai® must be paid by the

goveramentat local government entity to the state treasurer

and depcsited in the enterprise fund to the credit of the
department.
t63-~tay-Except——as--provided--in-subaectiton-t63fteyr-the
department-may-mot-andies
tiy--a—fire-district-which-has-an-annuai-budget-ocf-——less
than-5265;086-and-tn-which-£frre-protection-ta-provided-sotety
by--a--fire--company-composed-oniy-of-volunteer-firefighters
organited-under-fitte-?r-chaperer-33;-or
ttiy-a--fire--deparcment--relief--association--~srgantzed
gmder-Prete-19;--chapter—-ttr--which--has-—annuai--receipta;
tnciuding--earnings-en-invested-funds;-ef-ltesa-than-526870087

exeept-for-audits-as-provided under-13-11-286+
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fbf——Such-Eire—disbriee—sha}i—-annua}iy—-Eiie-—with-—the
board-—of——ccunty—-eommi:sinnets—~eE—the—ccunty—in-uhéch-the
majority—uf—the-distr&ct—is—}ocated-an—itemized——account——o£
ai}——feceipta-—and—-expendétures——for—th:—yeﬁrr—signed—under
cath—by—an—oEficet—cE—the—Eite——campany—»designated—-by~—the
fire-district-trusteens
fcf-—?he~—bcafd-—ef——county—commissioners—may—require—an
annuai—audit-—tc——be——cenducted——by*~the-—department——iE—-it
considers*such—andit—to—be—in—the—pubiic—intereatr
td}—~5uch——-6ire——department—-reiief—*assecéabéon——shaii
unnﬂa}iy—fiie——wihh—~the—-municipaiity——in--which—-the-—firc
department-relief-asssctation-is-lscared-an-itamized-aseount
cE——uii-receipta—andwexpendétures—for~the—yeerr—signed—under
cabh—by-an—officer—designated—by—the—fire-department~—reiief
asaociation*brustees:~The—municipaiityﬂmay*reqnire—an—annuai
audit—to—be—conducted—by-the-departnent—if-it-censiders~such
eudit-to-be-in-the-public-intereats
f?1——fai-Except—~aa——prevéded—-in—subsection—f?ff:77-the
department-may-not-audit-an-irrigation-district-with-—amnuat
expendétures—-cf—}ess—than-33979937—exciudiag—the-payment~of
principat-and-interest-on-federat-tocanas
fbf——Such—irfigabion—district-shai%—unnua}iy——Ei&e——wich
the——c}erk-—of—the~disttice-eeurt—in—bhe—ccunty—in—which~the
érrigation-district—is—iocuted—an—itemized—-account——of-—aii

receiptg—and—expenditures~Ear~the—year743igned—under—oath-by
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an-cfficer-designated-by-the-irrigecton-district-trusteess

ted--Fhe--districe——court-may-require-an-annuat-audit-to
be-conducted-by-the-department-if-tt-considera-snch-andit-te
bBe-in-the-pubiic-interasts"

Section 4. sSection 2-7-504, MCA, is amerded to read:

"2-7-504. Accounting methods. Unless otherwise regquired

by law, the department shall prescribe by ruie the general

methods and details of accounting for the receipt and

disbursement of all money belonging to gevernmenta:r local

entities referred--to--in-—-this--part and shall

government

establish in those offices general methods and details of

accounting. All governmentat local government entity
officers shall conform with the accounting standards

prescribed by the department.”

Section 5. section 2-7-505, MCA, is amended to read:

"2-7-505. Audit scope and standards. (1) Each audit

shaitt must be a comprehensive audit of the affairs of the

governmentat local government entityy-—imetuding-comment-on

che-batance-sheety-resules-of--operations;--comptiance—-with
srate—-—-statutes---and-—-reguiationsr-—-recommendations—~for
tmprevementy and any-other-comments-deemad-pertinent-by-—the
avdttor;——inciuding~-his-—-expression—-of—-opinton--as—-to-the
adequacy-ef-the-financiat-presentationss

t23--Bach-speh—avdit-reaquired--shait

Tust  bhe

accordance with generatiiy--accepted--gevernmentat auditing

_16_
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standards and in accordance with federal regulations adopted

by the department by rule.

(2) The department, with cooperation from state

agencies, shall prepare a local government compliance

supplement that contains state and federal regulations

applicable to local government entities.”

Section 6. sSection 2-7-506, MCA, is amended to read:

*2-7-506. Audit by independent accountant--or auditor.
(1) In--tten——ef-the-audits-required-of-the-department;—the
The department mayy-with-the-consent-of-or-at-the-requestc-of
the-reapective-—governmentai--entitties;-—contract--out--sach

prepare and maintain a roster of independent auditors

authorized to conduct audits with-a-public-accountant-or

firm-of-public-accountants-whe-are-lticensed-under—--the--taws

cf--Montena of local government entities. The roster must be

available to 1local government entities subject to the

reporting requirements of 2-7-503. Phe-duratton-of--sueh--an

sudit-contract-must-be-set-forth-in-the-contract-and-may-not
execeed---3-~-years--buk--the--contracc--may-—-be--extended--an
adéitianal~2—years—upon——the‘—requcst-—of-—the——governmenta}
entibys

(2) The department shall establiash adopt rules
governing the admintstration-of-the--contracts--between—-the
department ;——the--independent--accountant/auditory--and-—the

governmental--entitiesr—Phese-rutes-ahatt-tnctude-but-not-be
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timtted-ro:
{a}) esarabiishment-of criteria for the selection of the
independent accsuntant/auditor auditor;

(b) contract--——-farm-—-and---eontent procedures and

gualifications for placing applicants on the roster; and

{c) setandarda-sf-andit--and--reporeing procedures for

reviewing the qualifications of independent auditors on the

roster to justify their continuance on the roster; and

(d) fees payable to the department for application for

placement on the roster.

(3) An audit made by an independent auditor must be

pursuant to a contract entered into by the governing body or

managing or executive officer of the local government. The

department must be a party to the contract and the contract

may not be executed until it is signed by the department.

All contracts for conducting audits must be in a form

prescribed or approved by the department.

{4) The department shall notify the 1local government

entity of a required audit, the date the report is due, and

the requirement that the 1local government entity, the

independent auditor, and the department must be parties to

the contracet.

(5) If & 1lccal government entity fails to present a

signed contract to the department for approval within 90

days of receir- of the audit notice, the department shall
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designate an independent auditor to perform the audit. The

costs incurred by the department in arranging the audit must

be paid by the local government entity to the department in

the manner of other claims against the local government

entity."
Section 7. Section 2-7-507, MCA, is amended to read:
"2-7-507. Duty of officers to aid in audit. The

officers and employees of the governmenta: local government

entities referred to in this part shall afferd provide all
reascnable facilities for the department's audit and shall
furnish all information to the department-under-sath-in-a

manner-prescribed--by~-the--department independent auditor

necessary for the conduct of the audit,"

Section B, section 2-7-508, MCA, is amended to read:

"2-7-508. Power to examine books and papers. The

department independent auditor may examine any bocks,

papers, accounts, and documents in the office or possession

of any gevernmental local government entity referred--te--in

this--part and--may-—-send-for-persons-or-papers-and-examine
under-cath-any-perasn-concerning-them."
Section 9. Section 2-7-511, MCA, is amended to read:
"2-7-511. Access to public accounts -—- suspension oF
officer in case of discrepancy. (1) The department

independent auditor may count the cash, wverify the bank

accounts, and verify all accounts of a public officer whose
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accounts it the independent auditor is examining under law.

(2) If an officer of any county, city, town, school, ar

other geovernmentel local government entity referred--to--in

this—-part refuses to aecord--the--department provide the

independent auditor access during an audit of the officer’'s

accounts to his cash, bank accounts, or any of the papers,
vouchers, or records of his office or 1if the department

independent auditor finds a shortage of cash, the department

independent auditor shall immediately file a preliminary

report showing the refusal of that cofficer or the existence
of the shortage and the approximate amount of the shortage
with the respective county, city, or town attorney and the

governing body of the governmenta® local government entity.

(3) Upon filing of the statement, the officer of the

local government entity shall immediaeely after notice and

the opportunity for a hearing be suspended f£rom the duties

and emoluments of his office and the governing body of sueh

governmental the local government entity shall appoint some

qualified person to the office pending completion of the
audit.
(4) Upon the completion of the audit by the department

independent auditor, if a shortage of cash existed in the

accounts of the officer, the deparement independent auditor

shall f£i#¥e--with notify the governing body of the

gevernmental local government entity a-fimal-veport of the
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andier-shewing-—the shortage. The--govérning-—body——shai&7
within--t8--days--after-the-filing-of-the-departmentis-finat
report-of-the-audit;-set--a--date--and--time--for--a--format
hearting--to—-teat--the--—acenracy--of-the-finar-report-of-the
audit-and-gtve-notice-of-the-hearing-to-the-officers

(5} I1f the governing body finds that a shortage exists
and that the officer suspended 1is, by act or omission,
responsible for the shortage, the officer's right to the
office is forfeited and the report of the audit shall be
referred to the county attorney."

Section 10. Section 2-7-512, MCA, is amended to read:

"2-7-512. Exit review conference. Upon completion of
the--fie}d--werk--of each audit, the in-charge independent
auditor is required to hold with the appropriate officials
an exit review conference in which the audit results shaii

must be discussed."”
Section 11. Section 2-7-513, MCA, is amended to read:

"2-7-513. Content of audit report and financial report.

(1} The audit reports shall esntaim-but-are-not--timited--to
the-folitowings:
t2f--Einanctat---seatements-—-that---econform——--with--the
generaliy-accepted-governmentat-——accounting—-prineipies--and
whieh;--tnscfar—-as-possibkblers-preaent-the-financiat-posteion
and-resnits-of-financiai-operations-for--each--fund--ef--the

goveramentat-entitys

_21-.
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t23~~an--expression--sf-—opinion-regarding-the-financiak
stetements;—taken-as-a-whole;-or-an-assertion-to-the--affect
that-an-opinion-cannct-be-expressedr-wWhen-an-overail-opinten
cannot-be-expressed;-the-reasons-therefor-shouid-be-atated~

t3t--a--statement—-that-previsusiy-noted-deficrencsten-or
recommendarions-contained-in—-previous--audit--reporta--have
been--acted--upon--by-adoption-as-recommended;-adoption-with
modificationy-or-rejectiony-and

t4y-—édiacitosure—of-any-tack-~of--eompiiance--with-—state

statutesa--~ar---reguiations;-———as-—-welti--as--amy--operating
deficiencies-or-recommendations—for-impreovement comply with

the reporting requirements of government auditing standards

issued by the U.S. comptroller general and Federal

regulations adopted by department rule.

{2) The department shall prescribe general methods and

details of accounting for the financial report for local

government entities other than schools. The financial report

must be submitted in a form required by the department. The

superintendent of public instruction shall prescribe the

general methods and details of accounting for financial

reports for schools."

Section 12. section 2-7-514, MCA, is amended to read:
"2-7-514, (Temporary) ¥sscance--and--fiting Filing of

audit report and financial report. (1) Withia-i2e~daya-after

the-completion-o.-the-fiekd-works-the-department-shall-issue

—-22-



10
11
12
13
14
is
16
17
is
19
20
21
22
23
24

25

LC 1471/01

Completed audit reports as-foiiewss
tay--—county-—audie--reports-to-county-commiasionersy-the
eounty-sierk-and-recordery—and-the-county-attorneys;
tbi~-city-or-town-audit-reports--—to-—the--eitty--or-—town
govern%ng——body;—'thellcity-cr—town—ch&eE—Einanciai—officerT
the—city—or—tcwn—chief——executive7vvand—“the——city——or~*tcwn
attorneys;
fcj——schooi——district—aud}t—reports—to—the—trustee37—the

esunty-superintendent-of-schoorsy-the must be filed with the

department. Completed financial reports must be filed with

the department as provided in 2-7-503(1). The state

superintendent of public instructiony-the--county-—attorneys
and-tha-clerk-ef-the-schooi-districts

fd}——school~—district—extracurr&cu}ar—fund—audit—feperts
te—the-trustees7-ehe—ceunty~superintendent-of——schacis7--the
arate-—superintendent--cf--pubtte--tnatructiony-—the-—county
attorney;-and-the-fund-administrator;

fe}——fireA—district*-ct--voiunteet—E%re—department—audit
reperts—tc—the—tfustee37vtheAcounty—attcrney7—and—the—-cierk
and--recorder--of--the--county-in-whizh-the-fire-district-or
fire-department-ta-tecated;

fff——canservancy—diatrict—audib-reper:s*tc—the—board-—oE

directorST———the-——department———af—~-naturai-—resource3k~and
conservation;-——the---district-——courty———and---the-—-eounty
attorneytsi;
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tg}--fire-department-retiaf-asssctation—andit-reports—-to
tha-trastees;-the-ctty-or-town-atktorney;-and-the--respective
city-or—town-cletis

thi-—trrigation—-district-—aundic-reports~to-the-beard-of
commisasioneray-—the-——districk--—conurey-——and--—the-——county
attorneytat;-and

tiy--cemeatery-—-district--audit-—reports--te-the-board-of
cemetery--trustess;--the--district-—-courts-—and--the--~countcy

attorney shall file with the department a list of school

districts subject to audit under 2-7-503(3). The 1ist must

be filed with the department within 6 months after the close

of the fiscal year.

(2) At the time the financial report is filed or, in

the case of a school district, when the audit report is

filed with the department, the local government entity shall

pay to the department a filing fee. The department shall

charge a filing fee based upon the costs incurred by the

department in the administration of this part. The

department shall adopt the fee schedule by rule based upon

the local government entities' revenue amounts.

+2¥(3) A} Copies of the completed audit and financial

reports issuwed--by must be made available by the department

and the local government entity are-te-be-maintained-on-£ite

at-an-appropriate-iecation-and-open—-te for public inspection

during regqular office hours. (Terminates June 30, 1991--sec.
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6, Ch. 140, L. 19883.)
2-7-514. (Effective July 1, 1991) ¥ssuance--and--fiiing

Filing of audit report and financial report., (1) Within-i26

days-afeer-the-completien-of-the-fieid-work;-the--department
shati-isasuwe Completed audit reports as-feilewss
tay-—county-—audit--reporta—to-county-commissionera;—the
sonney-cterk-and-recordery-and-the-county-attorneys
thy--ctty-ar-town-audit-repores--to--the——eity-—or--town
governing--bedy;--the--city-or-town-chief-£financial-officer;
the-citty-or-town-chief-—executiver--and--the--eciby——or-—town
attorney;
tey-—schoot--discrice—andib-reports-to-che-trusteear-the

county-superintendent-of-schoolsy-the must be filed with the

department. Completed financial reports must be filed with

the department as provided in_ 2-7-503(1). The state

superintendent of public instructiony-the——eoeunty-—-atterneys
and-the-clterk-of-the-scheot-districes
tdy--sehost-—Adiserict-axtracurricntar-fund-audtt-reportes
to-the-trustees;-the-county-superintendent-of--schosisr-—the
state--superintendent-—~of--pubtie--instruction;—-the-——county
ateerneyy-and-the-fund-administrarors
tey--fire--distriet--or--votunteer-fire-department-andie
reporta—to-the-trustees;-the-county-attorneyy-and-the--clerk
and--recerder--of--the--county-tn-which-the-frre-diatrice-or

five-department-is-tocateds
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tfy--conservancy—district-andit-reports-to-che-board--of

directora;-——the---department-——ocf---naturai--resonrces--and
conservationy-—--the-—-dtstriet-——aaurt;-———and---the---&sunty
acttorneyis);

tgy-——fire-department-retief-ansscctation-audit-repores-to
the-trustees;-the-city-or-tewn-attorney,;-and-the--reapective
ctty-or-town-clerk;-and

thy--trriqacion-~district--audit-repores-to-the-board-of

commissioners;—-the---district---courty-—-and---the--—county

attorreytay shall file with the department a list of school

districts subject to audit under 2-7-503(3). The 1list must

be filed with the department within 6 months after the close

of the fiscal year.

(2) At the time the financial report is filed or, in

the case of a school district, when the audit report ig

filed with the department, the local government entity shall

pay to the department a filing fee. The department shall

charge a filing fee based upon the cests incurred by the

department in the administration of this part. The

department shall adopt the fee schedule by rule based upon

the local government entities' revenue amounts.

t2¥(3) At Copies of the completed audit and financial

reports fssued-by must be made available by the department

and_the local government entity are-to-be-matntatned-sm-fiie

at-an-approprias *-tocatten-and-open-to for public inspection

-26-
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during regular office hours.”

Section 13. section 2-7-515, MCA, is amended to read:
"2-7-515. Actions by governing bodies. (l) Upon receipt
of the audit report, the governing bodies of each audited

local government entity shall review the contents and within

30 days shall notify the department in writing as to what
aczion they plan to take on any deficiencies or
recommendations contained in the audit report. IE no
deficiencies or recommendations appear in the audit report,
notification shait is not be required.

{2) Notification to the department shall include a
statement by the governing bodies that ncted deficlencies or
recommendations for improvement have been acted upon by
adoption as recommended, adoption with modification, or
rejection.

(3) The local government entity shall adopt measures to

correct the report findings and submit a copy of the

corrective action plan to the department and, if the lccal

government entity is a school district, shall also send a

copy to the superintendent of public instruction. The

department shall notify the entity of the acceptance of the

corrective measures. If the department and the local

government entity fail to agree, a conference between the

parties must be held. Failure to resolve findings or

implement corrective measures shall resulte in_ the
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withholding of financial assistance in accordance with rules

adopted by the department pending resolution or compliance.

¢3¥{4) In cases where a vioplation of law or
nonperformance ©of duty is found on the part of an officer,
employee, or board, the officer, employee, or board must be
proceeded against by the attorney general or county, city,
or town attorney as prcovided by law. The county, city, or
town attorney shall report to the department within 30 days
after receiving the audit report from the department the
proceedings instituted or to be instituted relating to the
viovlations of law and nonperformance of duty. IE the county,
city, or town attorney fails or refuses to prosecute the

case, the department may empioy-an refer the case to the

attorney general to prosecute the case at the expense of the

respective-—governmentat local government entity."”

Section 14. section 2-7-516, MCA, is amended to read:

"2-7-516. Audit fees, (1) The compensation to the

independent auditor for conducting an audit must be agreed

upon by the governing body or managing or executive officer

of the local government entity and the independent auditor

and myst be paid in the manner that other claims against the

local government entity are paid.

+*3{2) The department—shaii-charge compensation for an
audit fees-based-upen-the-costa-inenrred conducted by the

department tn-the-administration—of-this-part~
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t2+--Ati--audit——fees-herein-provided-shatl must be paid

by the gevernmental local government entity to the state

treasurer and be deposited in an enterprise fund to the
credit of the department.

13y -Fhe-—department--may--—sobmit---a-—-bitl---to~--the
governmentat--entity--based-upon-the-estimated-percentage-of
compietion-of-any-andits-Fhe-governmantalt-entity--must-—meke
payment-within-66-days-sé-receiving-a-bitis"

Section 15. Section 2-7-517, MCA, is amended to read:

"2-7-517. Penalty. (1) When a local government entity

has failed to file a report as required by 2-7-503(1) or to

make the payment required by 2-7-514(2) within 60 days, the

department may issue an order stopping payment of any state

financial assistance to the local government entity or may

charge a late payment penalty as adopted by rule. Upen

receipt of the report or payment of the filing fee, all

financial assistance that was withheld wunder this section

must be released and paid te the local government entity.

(2) When a gesvermmenta: local government entity has

failed to make payment as required by 2-7-5%16{1) within &0
days of receiving a bill for an audit, the department may
issue an order stopping payment of any state financial aid

to the g¢everamente: local government entity. Upon payment

for the audit, all financial aid that was withheld because

of failure to make payment shatl must be released and paid
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to the governmentai local goverpment entity."

Section 16. Section 2-7-518, MCA, is amended to read:
"2-7-518. Deposit of auwdiet fees. All =adit fees

received from governmentat local government entities after

June 30, 1981, shall be deposited in the enterprise fund to
the credit of the department of commerce for administration
of Title 2, chapter 7, part 5."
Section 17. section 2-7-521, MCA, is amended to read:
"2-7-521. (Temporary) Publication. (i) {a) Execept--as
previded--in-—-subsection--t3}rs-after After the expiration of
the 30-day period provided for in 2-7-515(1}, the deparemant

local government entity shall send a copy of the--general

esmmenta--searisn--af each audit report to a newspaper of

general circulation in the area of the local government

entity. However, the-general-comments-secrion-of each county
audit report must be sent to the official newspaper of the
county.

(b) For an audit report cf a tocai--governmeént--entity

provided--for——itmn--2-3-583¢tttay-—or--tiytb}y county or an

incorporated city or town, the department county, city, or

tewn shall send to the appropriate newspaper & copy of a
summary of significant findings regarding the audit report.
The summary, which may not exceed 800 words, must be

prepared by the awvditing-agercy sr-firm independent auditor

and gontain a statement indicating that it is only a summary
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and is not intended to be used as an audit report.
{2) For an audit report of 3 iocat--government--entity
provided-——--for---in-—--2-F-563{iycay-—~eor-—-tiyth¥ county or

incorporated ¢ity or town, a newspaper is required to

publish only:

(a) the summary of significant findings provided for in
subsection (1)(b); and

(b} a statement to the effect that the audit report is
on file in its entirety and open to public inspection.

¢3) TFor an audit report of a local government entity
provided--foar--tn--2-3-583t1+tey-through-+1+ti} other than a

county or incorporated city or town, the newspaper is

required to publish only the statement provided for in
subsection (2)(b) and a statement providing that the audited
local government entity will send a copy of the audit report
to any interested person upon request. A-copy-of--the--asudit
report-———must--be-—sent--to-—the--newspaper--publishing--the
statementas

(4) Publication costs must be borne by the audited

gavernmentsat Jlocal government entity. (Terminates June 30,

1991--gec. 6, Ch. 140, L. 1989.)

2-7-521. (Effective July 1, 1991) Publication. {1} (a)
Except--as—--provided--in--subsection--{3}7;--after After the
expiration of the 30-day period provided for in 2-7-515(1},

the depactment local government entity shall send a copy of
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the--gensrat--comments--section--of each audit report to a

newspaper of general circulation in the area of the 1local

government entity. However, the-generai-comments-—section-of

each county audit report must be sent to the offjicial
newspaper of the county.

{b) For an audit report of a iecat-gavernment-antiey
provided--for--in--2-7-583t3tat-—-er——txjtby county or an

incorporated city or town, the depeartment county, gcity, or

town shall send to the appropriate newspaper a copy of a
summary of significant findings regarding the audit report.
The summary, which may not exceed 800 words, must be

prepared by the auditing-agency or-firm independent auditor

and contain a statement indicating that it is only a summary
and is not intended to be used as an audit report.

(2) For an audit report of a tecat-government-entity
provided--for--+n--2-2-5083{33tay-——or-——{i3tb}y county or

incorporated city or town, a newspaper is required to

publish only:

(a} the summary of significant findings provided for in
subsection (l)(b}; and

(b} a statement to the effect that the audit report 1is
on file in its entirety and open to public inspection.

(3) For an audit report of a local government entity

provided-for-in-2-F7-583{1yfcy-threvgh-t¥ythy other than a

county or incorporated c¢ity or town, the newspaper is
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required to publish only the statement provided for in
subsection (2)(b) and a statement providing that the audited
local government entity will send a copy of the audit report
to any interested person upon request. A-cepy-ef-the-aud:it
report-—-must—-be--sent--to--the--newspaper--publishing-—-the
statements<c

(4} Publication costs must be borne by the audited

governmentat local government entity."

NEW SECTION. Section 18. Report review. (1) The

department shall determine whether the provisions of this
part have been complied with by the independent auditor.

{2) Upon receipt of the audit report from the local
government entity the department shall review the report. If
the department determines the reporting requirements have
not been met, the department shall notify the local
government entity and the independent auditor submitting the
report. The notification must include issuance of a
statement of deficiencies by the department. The department
shall allow the independent auditor 60 days to correct the
identified deficiencies.

{3} If the corrections are not made within 60 days of
the department's notice, the department shall notify the
lccal government entity that the report has not been
received, Failure to submit a report shall result 1in the

withholding of payment of the audit fee pending resolution
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of the identified deficiencies or receipt of a corrected
report.

(4) Upon review of the report, if the department
determines the independent auditor has issued a report that
fails to meet the auditing standards referred to in 2-7-513
or contains false or misleading information, the department
shall notify the board.

(5} The Jdepartment shall review the audit report
findings and the response of the governing body or executive
or managing officer of the local government entity submitted
under 2-7-515. When the findings concern financial
assistance, the department shall notify the state agency
that 1is responsible for disbursing the state or federal
funding.

{6) The department must have access in its office to
the working papers of the independent auditor.

Section 19. section 3-5-902, MCA, is amended to read:

"3-5-902. Fiscal administration for payment of court
expenses. The department of commerce shall:

{1) establish procedures for disbursement of funds for
payment of district c¢ourt expenses listed in 3-5-901,
including prorating of cthose funds if they are insufficient
to cover all expenses listed in 3-5-901; and

{2) dewvelop a uniform accounting system 1in_  accordance

with 2-7-504 fur wuse by the counties in reporting court
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expenses at a detailed 1level Ffor budgeting and auditing
purposesy-and

t3y--provide--for--annuat--auditing--of--districe-—-caunrse
expenses--to--—assure--nermal--sperations--and-consisteney-tn
reporcing-of-expenditures.”

Section 20. section 7-6-2352, MCA, is amended to read:

"7-6-2352. State grants to district courts —- rules.
{1) The department of commerce shall make grants, to the
extent funds are available after expenses provided for in
3~5-301 are funded, to the governing body of a county for
the district courts for assistance, as provided in this
section.

{2) The governing body of a county may apply to the
department of commerce for a grant by filing a written
request on forms provided by the department by July 20 for
the previous fiscal year unless the department grants a time
extensicn upon request of the county. In its request for a
grant, a county must certify that:

(a) all expenditures from the district court fund have
been lawfully made;

(b) no transfers from the district court fund have been
or will be made to any other fund; and

(c}) no expenditures have been made from the district
zcourt fund that are not specifically authorized by 7-6-2511

and 7-6-2351.

_35..
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{3) To the extent funds are avnilable, the department
of commerce shall award a grant if the county's district
court expenditures for the previous fiscal year exceeded the
sum of:

{a) the product of the maximum mill levy authorized by
law for district court purpcses, whether or not assessed,
multiplied by the previous year's taxable valuation of the
county: and

(b) all revenues, except district court grants,
required by law to be deposited in the district court fund
for the previcous fiscal year.

(4) Eligible court expenditures for grant purposes
include all costs of the county assocciated with the
operation and maintenance of the district court, from
whatever fund paid, except costs for building and capital
items and library maintenance, replacement, and acguisition.

(5) The department of commerce shall notify each
eligible county as soon as possible of its intention to
award a grant to that county and the amount of the award.

{6) The grant received by the county shall be placed in
the district courrs fund.

{7) Mfter--aii-—grants-—-are—-awarded;-the-department-of
commerce--shali--audit--each--approved-—grant--reguests—-Fhe
department-sheit-charge-each-county--receiving--a--grant--an

andit——-fee-——-in-—the-—same—-ameunt-—-as--the-cesks-imsurred-in
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conducting-the-andit~
+8y If the an audit of--a--grant--recipient conducted

pursuant to 2-7-503 discloses that the recipient received a

grant in excess of the amount for which it was eligible, the
recipient shall repay the excess to the department of
commerce. The department shall redistribute any repaid
excess amounts to the other counties that received grants
from the appropriation from which the overpayment was made,
on the same basis as the original awards. No county is
eligible for a district court grant if it owes the
department a refund of a prior year's overpayment.

t3¥(8) The department of commerce shall prescribe rules
and forms necessary to effectively administer this section.
The department may require a county to provide any
information considered necessary for the administration of
the program."”

Section 21. section 7-6-4113, MCA, is amended to read:

*7-6-4113. Filing of annual financial statement. (1}
The city or town clerk must, within 120 days following the
close of each fiscal vyear, transmit one copy of the
statement to the department of commerce and must present the
other copy to the city or town council or commission.

{2) If a city or town clerk fails to file a copy of the
statement with the department within the time specified, the

department, without delay, shall examine the books, records,

_37..
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and accounts of the city or town. The department shall make
from 1its examination a statement of the financial condition
of the city or town for the preceding fiscal year 1in the
manner it should have been made by the c¢ity or town clerk.
The examination shall be considered a special audit under
the provisions of subsections +t4¥--and (5) and (6) of
2-7-503, and all of the provisions of subsections +43--and
{5) and (6) of 2-7-503 apply to it."

Section 22. section 19-11-204, MCA, is amended to read:

"19-11-204. A=die Review and report by board of
trustees. The board of trustees of the association shall
audit review the accounts of the association at least every
6 months and shall report the condition of them at the next

regular meeting of the association.”
Section 23. section 19-11-20%, MCA, is amended to read:

"19-13i-205. Annual report of secretary and treasurer to
association and state auditor. The secretary and treasurer

of the association shall annually prepare a detatted report

h

o its receipts and expenditures for the preceding year in

accordance with 2-7-503, showing to whom and for what

purposes money has been expended. They shall file the report

with the association, the department of commerce, and a

duplticate-of-te-wich the state auditor. Ne-merey Money may
not  be paid to the treasurer of the association until the

report is filed,
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Section 24. section 20-9-203, MCA, is amended to read:

"20-9-203. Examination of district accounting records.
t¥y The accounting records of all first-, and-second-ctass
sehoei~draertets second—, and third-class school districts
that--maintain--a--high--schooi--shalt must be audited in

accordance with 2-7-503. The trustees of the district shall

Efile a copy of the completed audit report with the

department of commerce, the superintendent of public

instruction, and the county superintendent.

{2Y-——Annnatiy-and-at-such-other-times-as-directed-by-the
board--ef--county--commisaicners—--or--trusteesa;-—the--county
anditor--or--the--csunty--treasurer——if--there--ts-ne-county
auditor--shaltl--auvdit--the--accounting---records-—-of-——each
third-class--district--that-dees-not-maintain-a-hrgh-ascheeis
Sueh~district-shait-deiiver-ati-aceounting--records--to--the
auditting-eounty-officiat-ne-tarer-ehan-July-15-fer-cthe—andit
of--the--financial--activity--of-—the--tasc-compteted-schoot
fiscal-year-—Phe-auditing-county-offictat-shail-examine--the
acecounting-recordsy-prepare-an-audit-reporty-ands

ta}--retura—-the--aecounting--reecsrda-eo—the-diatrict-no
tater-than-August-15;

tby--send-a-copy-of-the—audie-repert—ta-the-chatrman--of
the-trustees;—and
fcj-—fi}e——-copie:———oE-—-the*~—aud%t—-report——with-~the

superintendent---of-—-publie-—-tnstructinny----the----county
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syperintendenty—and-+the-county-cierk-and-recsrders"

Section 25. Section 20-9-213, MCA, is amended to read:

"20-9-213. Duties of trustees. The trustees of each
district shall have the sole power and autheority to transact
all fiscal business and execute all contracts in the name of
the district. No person other than the trustees acting as a
governing board may expend money of the district. In
conducting the fiscal business of the district, the trustees
shall:

(1) cause the keeping of an accurate, detailed
accounting of all receipts and expenditures of school money
tor each fund maintained by the district in accordance with
generally accepted accounting principles and the rules
prescribed by the superintendent of public instruction. The
record of the accounting must be open to public inspection
at any meeting of the trustees.

{(2) authorize all expenditures of district money and
cause warrants to be issued for the payment of lawful
obligations;

{3) issue warrants on any budgeted fund in anticipation
of budgeted revenues, except that the expenditures may not
exceed the amount budgeted for the fund;

(4) invest any money of the district, whenever in the
judgment of the trustees the investment would be

advantagecus to the district, by directing the county

_40_




o

10
Il
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 1471/01

treasurer to invest any money of the district in direct
obligations of the United States government; in savings or
time deposits in a state or national bank, building or loan
association, savings and loan association, or credit union
insured by the FDIC, FSLIC, or NCUA located in the state; or
in a repurchase agreement as authorized in 7-6-213. All
interest collected on the deposits or investments must be
credited to the fund from which the money was withdcawn,
except that interest earned on account of the investment of
money realized £from the sale of bonds must be credited to
the debt service fund or the building fund, at the
discretion of the board of trustees., The placement of the
investment by the county treasurer is not subject to ratable
distribution laws and must be done in accordance with the
directive from the board of trustees. A district may invest
money under the state unified investment program established
in Title 17, chapter 6.

{5} cause the district to record every transaction in
the appropriate account before the accounts are closed ac
the end of the fiscal year in order to properly report the
receipt, use, and disposition of all money and property for
which the district is accountable;

(6) report annually to the county superintendent, not
later than August 1, the financial activities of each fund

maintained by the district during the last completed school
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fiscal year, on the [orms prescribed and furnished by the
superintendent of public instruction. Annual fiscal reports
for joint school districts must be submitted to the county
superintendent of each county in which part of the Jjoint
district is situated.

(7) whenever requested, report any other fiscal
activities to the county superintendent, superintendent of
public instruction, or board of public education;

{8) cause the accounting records of the district to be
audited bienntally as required by 2-7-503: and

(9) perform, in the manner permitted by law, other
fiscal duties <that are in the best interests of the

district.”

Section 26. Section 20-10-202, MCA, is amended to read:

"20-10-202. Records, reports, and reviewsy-and-audits.
{1) The superintendent of public instruction shall prescribe
regulations for keeping the finmancial and commodity records
and making reports on school food services operated by a
district. The financial records shaii--aiways must be
availlable for inspection and audit by federal and state
officials authorized by law or contract toc perform audits
and shatl be preserved for sweh the period of time, not to
exceed 5 years, as the superintendent of public instruction
may prescribe.

{2) The superintendent of public instruction shall
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conduct or cause to be conducted the aundits; inspectionsy
and administrative reviews of the financial records and the

operation of school food services."

NEW SECTION. Section 27. codification instruction.

[Section 18] is intended to be codified as an integral part
of Title 2, chapter 7, part 5, and the provisions of Title

2, chapter 7, part 53, apply to [section 18},

NEW SECTION. Section 28B. Effective date -

applicability. (1) Except as provided in (2), {this act] is
effective July 1, 1992, and applies to the fiscal year
ending June 30, 1952.

{2) The department of commerce may adopt rules to
implement {this act] to become effective July 1, 1852,

-End-

-43-




STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB0328, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act adopting the state single audit act; generally revising and clarifying the law relating to audits of local government
entities; requiring compliance with government auditing standards; authorizing the charging of fees commensurate with cost
for state services; and providing a delayed effective date and an applicability date.

ASSUMPTIONS :

1. Approximately 700 governmental units would be required to submit annual reports to the Department of Commerce beginning
with FY92. Approximately 450 audits will be required; 350 on an annual basis.

?. Administrative rules, financial reporting procedures and audit requirements will be developed, published and distributed
to local governments and certified public accountants by the end of FY92.

3. Revised annual financial report forms will be developed, printed and distributed to local governments.

4, Additional computer equipment and software will be necessary for the required database to administer the program.

5. In FY92 the department will need an additional 3.00 FTE with 1.00 FTE at grade 17, 1.00 FTIE at grade 12, 0.25 FTE at
grade 15 and 0.75 FTE at grade 11l. State-owned office space will be available.

6. In FY93 the department will need an additional 2.00 FTE, 1.75 FTE for auditors at grade 15 and 0.25 FTE for a systems
technician at grade 12.

7. 1Initial start-up costs to implement the program will be paid through an interfund loan from the general fund in FY92.
Program costs in FY93 and subsequent years will be paid with audit report filing fees.

8. The interfund loan will be repaid over a five-year peried with retained earnings from audit report filing fees. The
repayment of interfund loans is an off-budget transaction performed at the end of each fiscal year.

9. Current review fees charged local governments will increase approximately $270,5345 in FY93.

FISCAL IMPACT:

see next page
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ROD SUNDSTED, BUDGET DIRECTOR DATE JOHN COBB, PRIMARY SPONSOR DATE

Office of Budget and Program Planning
Fiscal Note for HB0328, as introduced, H B SL?




Fiscal Note Request, HB0328., as introduced,
Form BD-15
Page 2

FISCAL IMPACT:

Dept, of Commerce: Yy 982 FY 93
Current Law Proposed Law Difference Current Law Proposed Law Difference
Expenditures:
FTE 0.00 3.00 3.00 0.00 5.00 5.00
Personal Services 0 95,570 95,570 0 155,595 155,595
Operating Costs 0 52,330 52,330 0 69,950 69,950
Equipment 0 41 982 41.982 0 0 0
Total 0 189,882 189,882 0 225,545 225,545
Funding:
General Fund 0 189,882 189,882 0 0 0
Proprietary Fund 0 0 0 0 225,545 225,545
Total 0 189,882 189,882 0 225,545 225,545
Revenues:
Audit Review Fees (02) 0 0 0 0 263,521 263,521

EFFECT ON COUNTY OR OTHER LOCAI, REVENUES OR EXPENDITURES;

Audit review fees will increase approximately $270,545 in FY93.

TECHNICAL NOTE:

Because of the general fund loan, the bill should be amended in the fee schedule [Section 3(6)] to provide for payback
of the initial loan over five years.

HB 328



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HBO328, as introduced, revised.

DESCRIPTION OF PROPOSED LEGISIATION:

An act adopting the state single audit act; generally revising and clarifying the law relating to audits of local government
entities; requiring compliance with government auditing standards; authorizing the charging of fees commensurate with cost
for state services; and providing a delayed effective date and an applicability date.

ASSUMPTIONS:

1. Approximately 700 governmental units would be required to submit annual reports to the Department of Commerce beginning
with FY92., Approximately 450 audits will be required; 350 on an annual basis.

2. Administrative rules, financial reporting procedures and audit requirements will be developed, published and distributed
to local governments and certified public accountants by the end of FY92.

3. Revised annual financial repert forms will be developed, printed and distributed to local governments.

4. Additional computer equipment and software will be necessary for the required database to administer the program.

5. In FY92 the department will need an additional 2.00 FTE. State-owned office space will be available.

6. In FY93 the department will need an additional 1.00 FTE.

7. 1Initial start-up costs to implement the program will be paid through an interfund loan from the general fund in FY92.
Program costs in FY93 and subsequent years will be paid with audit report filing fees.

8. The interfund loan will be repaid over a five-year period with retained earnings from audit report filing fees. The
repayment of interfund loans is an off-budget transaction performed at the end of each fiscal year.

9. Audit review fees charged local governments will be approximately $263,521 in FY93.

10.

Current Law FTE's expenditures and funding are for current Department of commerce audit staff. Funding is now provided
by audit fees. One FTE position (Grade 14) would be transferred to staff the program and be upgraded (Grade 17) in
FY92. One additional FTE position (Grade 12) would be transferred to the program and be upgraded (Grade 15) in FY93.
Funding for these positions would be provided by audit review fees.

FISCAL IMPACT:

s5ee Tnext page
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Fiscal Xote for HBU?S a5 introduced. revised
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Fiscal Note Request, HBO328. as introduced, revised

Form BD-15
Page 2

FISCAL TMPACT:
Dept. of Commerce:

Expenditures:
FTE

Personal Services
Operating Costs
Equipment
Total
Funding;
General Fund
Proprietary Fund:
Audit Fees
Audit Review Fees
Total

Revenues:

Audit Fees

Audit Review Fees
Total

FY 93

Current Law

28.20
843,301
256,228

16,828

e

1,116,357
56,440

1,059,917
0

1,116,357

1,059,917
0

1,059,917

EFFECT ON COUNTY OR QTHER ILOCAL REVENUES OR EXPENDITURES:

see next page

FY 92
Proposed Law Difference
30.20 2.00
911,456 68,155
305,953 49,725
58,810 41,982
1,276,219 159,862
56,440 0
1,029,897 (30,020)
189 882 189.882
1,276,219 159,862
1,029,897 (30,020)
189 882 189 882
1,219,779 159,862

Current Law

28,20
843,301
256,228

16,828

1,116,357
56,440

1,059,917
0

1,116,357

1,059,917
0

1,059,917

Proposed Law

Difference

31.20 3.00
948,016 104,715
321, 344 65,116

16,828 g
1,286,188 169,831
56,440 2,000,000
1,004,203 (55,714)
225,545 225,545
1,286,188 169,831
1,004,203 (55,714
263,545 263,545
1,267,748 207,831



Fiscal XNote Request, HBO328, as introduced,

revised

Forin BD-15
Page 3

IV. EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES:

Assume all audits currently required under law are conducted,

Type of Local Audit Req. Audit Req. Audit Cost  Audit Cost  Audit Other
Government Number Current Proposed Increases {(Decreases) Review Fee Savings
Counties & Consolidated
City/County Government
Revenue > $5 million 16 16 16 $ 0 $ 0 $§ 12,560 5 (80,000
Revenue < $5 million 40 40 40 $ 0 $ 0 $ 23,800 $ (40,0000
Incorperated Cities/Towns 127 100 94 $ 4 $(15,200) § 46,560 5 ( 5,000)
Other Entities Subject to Audit
Current Law* 331 115 27 $ 0 $(78,150) § 27,185 $ 0
Xew Under Proposed Law 194 G 18 $ 30,600 S 0 § 17,065 S 0
School Districts
Beverues > 51 million 113 113 113 3 0 ] 0 $ 74,920 $ (56,500)
Reverues > $100,000 &
< $1 million 139 75 139 $128,000 $ 0 § 56,060 $ (27,800)
Reverues < $100,000 139 _0 _0 $ 0 5 0 s 0 S 0
TOTALS 1,107 439 447 $158,600 593,350y $ 263 545 $£(209.300)

Cemetery Districts, Irrigation Districts, Rural Fire Districts
Other Savings realized by reduced audit duplication, personal time, fewer audit requirements (ie. district courts and

school food services), and the efficient centralization of local government financial information.

LECHNICAL NOTE:

Because of the general fund loan, the bill should be amended in the fee schedule [Section 3(6)] to provide for payback of

the initial loan over five vears.

HG 32y Rev.



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HBO328, second reading.

DESCRIPTZON OF PROPOSED LEGISLATION:

An act adopting the state single audit act; generally revising and clarifying the law relating to audits of local government
entities. requiring compliance with government auditing standards; authorizing the charging of fees commensurate with cost
for stat= services; authorizing an interfund loan from the general fund; and providing a delayed effective date, an
applicability date, and a termination date.

ASSUMPTI NS :

1.

V)

~Oy U W

10.

11.

Approximately 738 governmental units would be required to submit annual reports to the Department of Commerce beginning
with FY9Z. Approximately 384 audits will be required; approximately 250 on an annual basis.

Administrative rules, financial reperting procedures and audit requirements will be developed, published and distributed
to local governments and certified public accountants by the end of FY92.

Revised annual financial report forms will be developed, printed and distributed to local governments.

Additional computer equipment and software will be necessary for the required database to administer the program.

In F+¥9? the department will need an additional 1.530 FTE. State-owned office space will be available.

In F:793 the department will need an additional 1.00 FTE.

Initial start-up costs to implement the program will be paid through an interfund loan from the general fund in FY92.
Progzam costs in FY93 and subsequent years will be paid with audit report filing fees.

The interfund loan will be repaid over a five-year period from the revenues from the filing fees provided for in the
act. The loan repayment is an off-budget transaction performed at the end of each fiscal year.

AudiT review fees charged local governments will be approximately $240,934 in FY93. Of this, $142,859 would be paid by
OSPIL.

Acco-ding to OSPI, 222 school districts will receive revenues in excess of §200,000 or federal financial assistance in
excess of $25,000 and qualify for audit under Section 3. The Superintendent will request a review of 10% of the other
170 Zistricts (an additional 17 districts) that receive less than the qualifying amounts. The fee for the 222 districts
will be $137,874, including the 17.3% surcharge of $20,304, and the fee for the 17 districts will be $4,985, including
the =zurcharge of $735.

Curr=nt law FTE expenditures and funding are for current Department of Commerce audit staff. Funding is now provided by
audi- fees. One FTE position (Grade 14) would be transferred to staff the program and be upgraded (Grade 17) in FY92.
One =zdditional FTE position (Grade 12) would be transferred to the program and be upgraded (Grade 153) in FY93. Funding
for ~hese positions would be provided by audit review fees.

FISCAL 1 ~PACT:
see next page
>26-9 C el ~wlal,
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Fiscal Note Request, HBO328,

second reading

Form BD-153
Page 2

FISCAL IMPACT:
Dept. of Commerce:

Expenditures:
FTE

Personal Services
Operating Costs
Equipment
Total
Funding:
General Fund
Audit Fees (06)
Filing Fees (06)
Other Fees (06)
Total

Revenues
Audit Fees
Filing Fees
Other Fees
Total {06)

(continued on next page)

FY 92 FY 93
Current Law Proposed Law Difference Current Law Proposed Law Difference
28.20 29.70 1.50 28.20 30.70 2.50
843,301 899,359 56,058 843,301 932,490 89,189
256,228 304,804 48,576 256,228 314,359 58,131
16,828 56,745 39.917 16,828 16,828 0
1,116,357 1,260,908 144,551 1,116,357 1,263,677 147,320
56,440 56,440 0 56,440 56,440 0
1,059,917 1,029,897 (30,020) 1,059,917 1,004,203 {55,714)
0 172,571 172,571 0 201,034 201,034
0 2.000 2.000 O 2,000 2,000
1,116,357 1,260,908 144,551 1,116,357 1,263,677 147,320
1,059,917 1,029,897 (30,020) 1,059,917 1,004,203 (55,714)
0 172,571 172,571 0 240,934 240,934
0 2.000 2,000 0 2.000 2.000
1,059,917 1,204,468 144,551 1,059,917 1,247,137 187,220




Fiscal Note Request HBOJ328, second reading
Form BD-15
Page 3

EFFECT ON CQUNTY OR_OTHER LOCAL REVENUE OR EXPENDITURES :

Assume all audits currently reguired under law are conducted. School district audit review fees will be paid by the
Superintendent of Public Instruction,

Type of Local Audit Req Audit Req Audit Cost Audit Cost  Audit 1 Other 2 Net
Government Number Current Proposed Increases Decreases Review Fee Savings Impact
Counties & Consolidated
City/County Government 56 56 56 0 0 41,619 (128,000) (86,381)
Incorporated Cities/Towns 126 100 71 0 {72,500) (44,954) (6,000) (33,546)
Other Entities Subject
To Audit 556 115 26 9,200 (91,750) 11,502 0 (71,048)
School Districts 391 1588 222 68,000 0 0 (84 3007 (16,30Q)
Totals 1,129 459 384 77,200 (164,250} 98,075 (218,300) (207,275}

st

. Audit Review Fees will be subject to a fee schedule adopted through Administrative Rule.
2. 0ther Savings realized by reduced audit duplication, personal time, fewer audit requirements (e.pg., district courts and
school food services), and the efficient centralization of local government financial information.

TECHNICAL NOTES:

1. Should the dollar amcunts on page 7, lines 21 and 22, be consistent with those on page 13, lines 7 and 87
2. Page 27, lines 9 through 12 "must be paid". . ."from the equalization aid account." Could be amended to add "or other
federal special revenue available for this purpose.™

#8328
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HB 0328/02

APPROVED BY COMM.
ON LOCAL GOVERNMENT

HOUSE BILL NO. 328
INTRODUCED BY COBB, JERGESON, GRINDE, KEATING, KADAS,
PAVLOVICH, SVRCEK
BY REQUEST OF THE LEGISLATIVE AUDIT COMMITTEE
A BILL FOR AN ACT ENTITLED: "aN ACT ADOFTING THE STATE
SINGLE AUDIT ACT; GENERALLY REVISING AND CLARIFYING THE LAW
RELATING TO AUDITS OF LOCAL GOVERNMENT ENTITIES; REQUIRING
COMPLIANCE WITH GOVERNMENT AUDITING STANDARDS; AUTHORIZING
THE CHARGING OF FEES COMMENSURATE WITH COSTS FOR STATE AUDIT

SERVICES; AUTHORIZING AN INTERFUND LOAN FROM THE GENERAL

FUND; AMENDING SECTICGNS 2-7-501, 2-7-502, 2-7-503, 2-7-504,
2-7-505, 2-7-506, 2-7-507, 2-7-508, 2=7=511, 2-7-512,
2-7-513, 2-7-514, 2-7-515, 2-7-516, 2-7-517, 2-7-518,
2-7-521, 3-5-902, 7-6-2352, 7-6-4113, 19-11-204, 19-11-205,
20-9-203, 20-9-213, AND 20-10-202, MCA:; AND PROVIDING A
DELAYED EFFECTIVE DATE ANB, AN APPLICABILITY DATE, AND A

TERMINATION DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTAKNA:
Section 1. Section 2-7-501, MCA, is amended to read:

"2-7-501. Definition. Unless the c¢ontext requires

ctherwise, in this part, the following definitions appiy:

(1) "Audit" means a financial audit arnid P sudes

financial statement and financial-related audits as defined
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by government auditing standards as established by the U.S.

comptroller general.

(2) "Board" means the Montana board of public

accguntants provided for in 2-15-~1866.

{3) Udepartment® “Department” means the department of

commerce.

{4) (a) "Financial assistance” means assistance

provided by a federal, state, or lccal government entity to

a recipieme [OCAL GOVERNMENT ENTITY or subrecipient to carry

out a program. Fipancial assistance may be in the form of

grants, contracts, cooperative aqreements, loans, iocan

quarantees, propecty, interest subsidies, insurance, direct

appropriations, or other noncash assistance. Financial

assistance includes awards received directly Efrom federal

and state agencies or indirectly when subrecipients receive

funds idenrified as federal or state funds by recipients.

The granting agency 1is responsible for identifying the

source of funds awarded to recipients. The recipient is

responsible for identifying the source of funds awarded to

subrecipients,

(b) Financial assistance does not include direct

federal, state, or local government cash assistance §o

individuals,

(") "Yinancias T€pCre means a presenzat.son  cof

schedules that reflect a current financial positicn _and tne
.
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operating results for the l-year reporting period.

{(6) "Indepeadent auditor" means:

(a) a federal, state, or local government auditor who

meets the standards specified in the government auditing

standards: or

{b) a pubite LICENSED accountant who meets the

standards in subsection (6){a}.

(7) {a) "Local government entity" means a county, city,

district, or public corporation that:

iy nhas the power to raise revenue for the purpose of

serving the general public;

(il is governed by a board, commission, or individual

elected or appecinted by the public or representatives of the

public; and

(iii) receives local, state, or federal financial

assistance.

{(b) TLeocal government entities include but are not

limited tc:

(1) airport authority districts;

(i1} cemetery districts;

(1i1) counties;

{iv) county housing authorities:

(v)  county road improvement districts;

tvi) county sewer districts;

(vii) county water districts;
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(viii} county weed control districts;

{ix} drainage districts;

{x) fire department rellef associations;

{xi) fire districts:

(xii) hospital districts;

{xiii) incorporated cities or towns:

(xiv) irrigation districts;

(xv) mosquito districts;

(xvi}) municipal housing authority districts;

(xvil) port authorities;

[xviii) refuse disposal districts;

{xix) rural ilmprcocvement districts;

{xx} school districts including a district's

extracurricular funds;

(xxi) soil conservation districts;

(xxii) special education or other cooperatives;

(xxiii) television districts;

{xxiv) urban transportation districts;

(xxv) volunteer fire departments; and

{xxvi) water conservancy districts; AND

{(XXVII) GRAZING DISTRICTS.

{8) "Revenues" means all receipts of a local government

entity from any source excluding the proceeds from bond

issuances.”

Section 2. Section 2-7-502, MCA, is amended to read:
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"2-7-502. Audit Short title -- purpose. (1} This part

may be cited as the "State of Montana Single Audit Act’.

{2) The purpose purposes of the-andit-of-the-affatrs-cf
the-governmentat-entities-pa-see-fareh-in this part saatri-be
are to:

{(a) improve the financial management of local

government entities with respect to federal, state, and

local financial assistance;

{b) establish uniform requirements for financial

reports and audits of local government entities;

{c) insure ensure constituent interests by determining
that compliance with all appropriate statutes and
regqulations is accomplishedsy;

(d) ensure that the finmancial condition and cperations

of the local government entities are reasonably conducted

and reportedr;

{e) ensure that the stewardship of such iocal

government entities is conducted in sueh a manner as to
preserve and protect the public trustsy; and-to

(f) ensure that lccal government entities accomplish,

with economy and efficiency, the duties and responsibilities
of the entities in accordance with the legal requirements

imposed and the desires of the public; and

9]
rn
w
r
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rr

(g) promote the efficient and effective use

ressurces.,”
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Section 3. Ssection 2-7-503, MCA, is amended to read:

"2-7-503. (Teomporary) Aundits Financial reports and

audits of local gevesamental government entities, (1) The
deparement-shati-asdre-che-atfatea-cf-aii-
ta}Y--countiess
thy——tnesrporared--cistes-—and-towns-having-a-popuiatien
of-more-than-386-in-the-most-recent-census-taken--undar——the
direction-of-congresn;
tey--fitrse----and---second-ciass--schoot--drstricts--and
third-ciass-scheai-diatrices-chat-maintain-a-high-aschoots
td)--scheet-diseriss-—pnbspruvviogina—-bundy-—Lfon-—pupsl
funecttonss
ter-—trrigatton——-districtsr---except~--as--provided--in
subsecstton~-{+F3+
{tf}--conservancy—districens
tgt--fire-districts-and-voiunteer-—fire--dapartmente——in
unincorporated--areas;-—-towns;--and--viiiages-supported-by-a
mitt-tevyr-except-as-provided-in-subsection-¢t63+
thy-—-Fire--department--reitef-—assecciations;-—except—-as
provided-tn-subsection-{64r-and
tity--cemetary-disrriteras
tZ¥--Each-aud:t-shaii-be-made-avery-2—-yeara——and--shatt

cover--the-—-immediatety--preceading--2--fiscal--years——ocf-the

qovernmentatr governing body or ranaging or executive officer
of a local gover-ument ntity, wuniess—-annuai--audits-—-are
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requested--by--the--governmentai--enetty other than a school

district or asscciared cooperative, shall ensure that a

financial report is made every year. A school district or

associated cooperative shall comply with the provisions of

20-9-213. The financial report must cover the preceding

fiscal year, be in a form prescribed by the department, and

be completed within 4 months of the end of the reporting

period. The local government entity shall submit the

financial report to the department for review.

t3y--Eaeh--avdits-—shail--pe--inttiaced-noe-lates-than-24
months-frem-the-eiose-of-the-fiscai-year-for-which-the-andit

ts-conduceeds

(2) The department shall prescribe a uniform reporting

system for all local government entities subject to

financial reporting reqguirements, other than school

districts. The superintendent of public instruction shall

prescribe the reporting regquirements for school districts.

{3) (a) The governing body or managing or executive

officer of each local government entity receiving revenues

or financial assistance in the period covered by the

financial report in excess of $+6850068 $200,000 or federal

financial assistance in excess of $25,000 shall cause an

audit to be made at least every 2 years. The audit must

cover the entity's preceding 2 fiscal years. The audit must

commence within 9 months from the close of the last  fiscal

-7- HB 328
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year c¢f the audit period. The audit must be completed and

submitted to the department for review within 1 vyear from

the close of the last fiscal year covered by the audit.

{b) The governing body or managing or executive officer

of a local government entity that does not meet the criteria

established in subsection (3)(a) shall at least once every 4

years, if directed by the department, OR, IN THE CASE QF A

SCHOOL DISTRICT, IF DIRECTED BY THE DEPARTMENT AT THE

REQUEST OF THE SUPERINTENDENT OF PUBLIC INSTRUCTION, cause a

financial review, as defined by department rule, to be

conducted of the financial statements of the entity for the

preceding fiscal year.

(4) An audit conducted in accordance with this part is

in lieu of any financial or financial and compliance audit

of an  individual financial assistance program that is

required of a local government under any other state or

federal law or regulation. If an audit conducted pursuant to

this part provides a state agency with the informaticon it

requires to carry out its responsibilities under state or

federal law or regulation, the state agency shall rely wupon

and use that information to plan and conduct its own audits

or reviews in order to avoid_a duplication of effort.

t43(5) In addition to the audits required by this
secticn, the department may at any time conduct or_ contract

for a special audit or review of the affairs of any

-8~ HB 328
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governmentatr local government entity referred to in this

part. The special audit or review must, to the extent

practicable, build upon audits performed pursuant to this

part.

£5¥{(6) The fee for the special audit shatt or review

must be a charge based upon the <costs incurred by the

department in the-conduce-of-sueh relation to the special

audit or review. The audit fee sha*i must be paid by the

governmentat local government entity to the state treasurer

and deposited in the enterprise fund to the credit of the
department.
t6y-—tay-Execept-as-provided-in--subsescion--t63tcty-~the
departmene-may-noc-audies
tiy-—-a--fiva-district-which-has-an-annuat-budgee-of-iess
than-3287000-and-in-which-£fire-protection-its-provided-sciety
by-a-fire-company-composed-onty--of--velunteer -firefighters
organtzed-under-Fitie-Fy-chapter-33;-or
tittd-a-~fire--department-—-rpiief-—assscinrian--organized
under—--Fitite——137--shapter--it;--which--has-annuai-receipts;
inetnding-earninga-oen-invested-fundse;-of-iess-than--52670607
except-for-audits-as-provided-under-19-11-2066+
thy-—Sueh--fire-—-districc--shati--annuatiy-fite-with~the
board-of-county-commissioners-of-the—-county--in--whieh--the
majortby-—af-~che-diatriee-is-tscarsd-an-teontred-accaane-af

ati-recaipra-and-axpendicurea-for-—the--year;--aiqned--under
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cath-—by—-An--efficer-—ef-the-fire-company-designaced-by-the
fire-diaerict-trusteens
tet--FPhe-bogrd-af-connty-cammiassioners——may—-reguire--an
anauat-—-audit--eos--be--conducted--by--the--department--if-te+
canaiders-such-audit-to-be—in-the-pubtie-incerasex
+dy--Such--fira--department-—retief--assoacrarion---shaii
annuatiy--file——wirh——the--municipatity--in--which--the-fire
department-retief-asssciation-ta-tocaced-an-reemired-account
of-att-receipta-znd-expenditueres—-for-the-year;-signed--under
oath-~-by-an-efficar—destgnared-by—the-fire-department-retief
asseciation-trustesss-Phe-municrpatity-may-reqguire-am-annuat
andit-to-be-conducred-py-the-deparement-if-iv-considers-such
audit-to-be-itn~the-pubitc-tntereses
t?y——tar-Exceprt-as-pravided-tn--avbasection-—-t?ytcy7—-the
department--may-not-sodit-an-terigation-district-with-annuat
expendituras-of-tess-rhan-$33;000;-exciuding-the-payment--of
peitmeipat-and-interest-on-federat-toanas
tby-~Sueh-~itrrigatien--district-ahati-annuarty-fite-wieth
the-cterk-of-the-dtstrice-conre—in—the-cannty-tn--whiech--the
irrigatien--districe--its--iacacrad-an-icemized-accoune-of-ati
recetpra-and-expenditures-for-the-year;-signed-under-cath-by
an-afficer-designaced-by-the-terigation-discrict-eruaceeas
tey--Fhe-drstrict-court-may-require-an-annuat--audit—-teo
be-condncread-by-the-deparemens-+f-tt-cenatders-aneh-andie—rea

be-tm~-tme-pobite-rncereses

-10- HB 328
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t8r-—ta)-Execape--as--provided--tn-sgbsection-{Biteyr—the
department-may-nut-atdit-a--cemetery--diateiee——with--annuai
expenditures--of~tess-then-5257808r-exciuding-the-payment-of
principai-and-sataresc-on-£federat-roanss

tby--Suech-cemeeary-diserict-shaii-annuatiy-fite-with-che
elterik-of-the-district-coure-—-in~—-the--county--in—-which--the
cemetery--distriet-—ta--tocmated-—an-—-itemized-account-of-aii
receipta-and-expenditnrea-for-the-years-sitgned-under—cath-by
an-afficepr-designated-by-the-cemetery-district-trusreess

ted--Fha-baard-nf-ssunty-commissionprs--may-~reguire--an
anmoal-—auvdit--to--be--eonducted--by--the--department~-tf-t¢
eonsiders--such--andie--to--be--itn--the---pubtie---interescs
(Terminates June 30, 1991--sec. 6, Ch. 140, L., 1989.)

2-7-503. (Effective July 1, 1991) Andits Financial

reports and audits of local governmenta® government
entities. (1) The department-shali-andit-the-affatrs-of-ati-
ta}-~-countiess
tby--incorparared-cities—and-towns-having--a--poputation
of--mere-—than-388-in-cthe-masc-recent-census-taken-under-tche
direction-of-congress;
tet--firat-—-and--seceond-ciass--sethoor---dratrrcts---and
third-ciass-achoci-disrricts-thne-maintain-a-aigh-acheeis
tdr——-schast-—-distrier-—axtracurricutar——funds--for-pupti
tanctionss

ted--irrigation--distriets;——except---aa---provided---zxn
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subsecseion-tFy+
tf£3-—conservancy-districeas
tgj--fire--districts——and--volunteer-£fire—departments-in
unincorporated-araas;-townsy-and--viliages--supported--by--a
miit-tevy;-except-as-pravided-im-subsection-téyr-and
thy--fire-~department——retitef--nssseiacrions;-—except--as
provided-in—subsestion-{+6¥s
t2y~-Each--audit--shati--be-made-every-2-years-and-sha*i
cover-the--immediateiy-—preceding--z--fiseat--years--of--the

governmental governing body or managing or executive officer

ef a local government entity, unisss—-annuai-auvdits-are

requested-py-the-governmentat-entsey other than a school

district or associated cooperative, shall engure that a

financial report is made every year. A school district or

associated cooperative shall comply with the provisions of

20-9-213. The financial report must cover the preceding

fiscal year, be in a form prescribed by the department, and

be completed within 4 months of the end of the reporting

period. The 1local government entity shall submit the

financial report to the department for review,

3y ~-Bach-audit-ahati-be-inttraced-—net--later--than--24
menths-from-the-ciose-of-the-fiscat-year-for-whieh-the-andit
tea-conduckeds

(2) The department shall prescribe a uniform reporting

system for all Jocal government entiti€s subject to
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financial reporting reguirements, other than school

districts. The superintendent of public instruction shall

prescribe the reporting requirements for schocl districes.

{3) (a) The governing body or managing or executive

officer of each local government entity receiving revenues

or financial assistance in the period covered by the

financial report in excess of $100,000 or federal financial

assistance in excess of $25,000 shall cause an audit to be

made at least every 2 years. The audit must cover the

entity's preceding 2 fiscal years. The audit must commence

within 9 months from the close of the last fiscal year of

the audit period. The audit must be completed and submitted

to the department for review within 1 year from the close of

the last fiscal year covered by the audit.

{b) The governing body or managing or executive officer

of a local government entity that does not meet the criteria

established in subsection (3)({a) shall at least once every 4

vears, if directed by the department, OR, IN THE CASE OF A

SCHOOL DISTRICT, 1IF DIRECTED BY THE DEPARTMENT AT THE

REQUEST OF THE SUPERINTENDENT OF PUBLIC INSTRUCTION, cause a

Einancial review, as defined by department rule, to be

conducted of the financial statements of the ent:ty for the

preceding fiscal year.

(4) An audit conducted in accordance with this part is

in lieu of any financial or financial and compiiance audit
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of an individual financial assistance program that a local

government is reguired to conduct under any other state or

federal law or regulation, If an audit conducted pursuant to

this part provides a state agency with the information it

requires to carry out its responsibilities under state or

federal law or regulation, the state agency shall rely upon

and use that information to pian and conduct its own audits

or reviews in order to avoid a duplicaticn of effort.

t43(5) In addition to the audits required by this
section, the department may at any time conduct or contract
for a special audit or review of the affairs of any

gevernmental local government entity referred to in this

part. The special audit or review must, Lo the extent

practicable, build upon audits performed pursuant to this

part.
t5+(6) The fee for rthe special audit shaii or review
must be a charge based upon the <costs incurred by the

department 1in the--conduct-of-such relation to the special

audit or review. The audit fee =shat* must bpe paid by the
governmenctal local government entity to the state treasurer
and deposited in the enterprise fund to the credit of the

department.

tby-—-tay-Excepr--as--provided--in-asubsection-t&6ytects-the
deparrment-may-ncr -andies

ttd+--m-fire-dtatrict-which-has—-an-annuai-budgec-of--iess
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than-5267600-and-in-which-ftre-protection-ts-provided-sctety
by--a--fire--conpany-somposed-oniy-of-votunteer-firefighters
organtzed-under~-Fitia-Fr-chapter~-33s-or
titt-a-—fire--department—-reiitef--asmaciation--ergantzed
under-Fiete-197--chapter--itr--which--has—-annuai--receipts;
inetuding--earnings-an~travested-funde;-of-teass-than-52876067
except-foar-avdits-as-provided-under-19-131-286<
tby--Such-fire-diatrict-shati--anmoatiy-—fite--with--the
beard--of--county--commissioners--of-the-esunty-itn-which-the
majertty-of ~the-district-ts-tocated-an-itemized--account-—of
att--eaceipta--and--expenditnres--for-the-yeary-signed-under
eath-by-an-eafficer-of-the-fire--company--denignated--by-—the
fire-distriet-trustenas
tey-~Phe--board-—of -—county-commissiconars-may-require—an
anngat-audie—-te--be--condneced--by--the--department—-tf--2¢
constders-such-audit-te-be-in-the-pubiic-tnterests
t4y--Sueh---fire--department--reitef--asssctation-—-shati
annuatiy-fite--with--the--mumtctpattey-—in--whteh--tha—-firs
department-reiref-association-is-iccated-an-iremized-sccount
cf--ati-receipte-and-expenditures-for-che-year;-stgned-under
sath-by-an-cfficer-designated-by-the-fire-department--retref
assoctation-truntesa-Fhe-municipatity-may-requice-an-annuai
andit-to-be—conductad-by-the-department-if-it-considers-—sueh
avdit-to-be-itn-the-pubtic-intereses

t#)--tay-Excepe-—-as--pravided--tr-subsection-tFiteri-the
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department—may—not-andéb~an-iffigaticn—di:triet—with——annuai
expenditures——of—ieas-than-s3878667—exeiading—the-paynent—ef
principat-and-interest-on-€federat-iocanss

fb}--Such-irrigation-diseriee-shati-annuatty--fite--with
the—-cterk-—of-the-distriet-—court—in—the-county-in-which-the
irrigatien—districb—is—iccated-an—itemited——aceount——ef—-aii
reeeipts’und—expenditure:—fer—thewyear,—:igned—under—eath—by
an-offiear-designated-by-the-irrigacion-districe-truateess

fc}—-?he——déstr&ct—~eouft-may—require—an—annuai—audit—ta
be—conducted-hy—the-department-if-it—c0nsiders—such—and§t~to
ba-in-the-public-—interest:”

Section 4. Ssection 2-7-504, MCA, is amended to read:

*2_7-504. Accounting methods. Unless otherwise required
by law, the department shall prescribe by rule the general
methods and details of accounting for the receipt and
disbursement of all money belonging to gevermmeneal local
government entities referred--to--in--this--part and shalil
establish in those offices general methods and details of
accounting. All goveramental local government entity
officers shall conform with the accounting standards
prescribed by the department.”

Section 5. section 2-7-505, MCA, is amended to read:

"2-7-505. Audit scope and standards. (1) Each audit
shatt must be a comprehensive audit of the affairs of the

gavernmmentatr local government entityy-imcluding-comment-on
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the-batance-sheec;-resuits—of--operatironsr-—compliance--with
state-~--statutes---and---regoitations;——-recommandations--for
tmprovementy and any-sther-comments-deemed-pertinent-by--the
avditorr-—inetnding--his—-expresston-—-of--opinien-—-as-to-the
adequacy-of-the-financiat-presentationss
t2}--Bach~such-audit-required-—shati must be made in
accordance with generaliy--aecepted--govermmentat auditing

standards and in accordance with federal requlations adopted

by the department by rule.

{2) The department, with cooperation from state

agencies, shall prepare a local government compliance

supplement that containg state and federal regulations

applicable to local government entities."

Section 6. section 2-7-506, MCA, is amended to read:

"2-7-506. Audit by independent acecountant--er auditor.
(l) *¥m--}ten--ef-the-audits-required-ef-che-department;-the
The department mayy-with-ehe-consent-cf-or-at-the-request-cf
the-raspective-—governmentai-—-entitiesr-—contract--ott—-sueh

prepare and maintain a roster of independent auditots

authorized to conduct audits with-a-public-mecountane-ae

firm-of-pubiie-aceountants-who-are-ticensad-under--the--itaws

of--Meneana of local government entities, The roster must be

available to local government entities subject to the

reporting requirements of 2-7-503. Phe-durartan-of-—such--an

audie—centrace-must-be-sep-forth-in-the-econtract-and-may-nec
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execead--—3-—~years--but--the--sontract--may--be--extended--an
additional-2-years-upon-—-the--request--of--the--governmental
entitys

(2) The department, IN CONSULTATION WITH THE BOARD,

shall estabiish adopt rules governing the adminiseration--of
the---contractas——between—-the--department;--the--independent
acrauntantianditor;-and--tha——gavernmentat—-entities:——-FPhese
rutes-shati-ineiuvde-but-not-be~timited-to:

{a) estabitshment--of criteria for the selection of the
independent accountant/sudite» auditor;

(b) econtract—--form-——and-—-content procedures and

qualifications for placing applicants on the roster; and

(c) standards—-of--audit--and--reporting procedures for

reviewing the qualifications of independent auditors on the

roster to justify their continuance on the roster; and

(d) fees pavyable to the department for application for

placement on the roster.

{3) An audit made by an independent auditor must be

pursuant to a contract entered intc by the governing body or

managing or executive officer of the local government. The

department must be a party to the contract and the contract

may not be executed until it is signed by the department,

All contracts for conducting audits must be in a form

prescribed ¢r approved hy the department.

{(4) The department shall notify the iccal government
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entity of a required audit, the date the report is due, and

the requirement that the 1local government entity, the

independent auditor, and the department must be parties to

the contract.

{(5) If a local government entity fails to present a

signed contract to the department for approval within 90

days of receipt of the audit notice, the department shall

designate an independent auditor toc perform the audit. The

costs incurred by the department in arranging the audit must

be pald by the local government entity to the department in

the manner of other claims against the local government

entity.”
Section 7. Section 2-7-507, MCA, is amended to read:
"2~-7-507. Duty of officers to aid in audit. The

officers and employees of the geveenmentat local government

entities referred to in this part shall afferd provide all
reasonable facilities for the departmenvt‘s audit and shall
furnish all information to the department-under--oath--in--a

manner--prescribed--by~--the-—-department independent auditor

necessary for the conduct of the audit,"

Section 8. Section 2-7-508, MCA, is amended to read:
"2-7-508. Power to examine books and papers. The

deparement independent auditgr may examline any books,

papers, accounts, and documents in the office or possessicn

of any gevernmentai local government entity referred-to-in
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this-pase and-may-send-for-persons--or—-papers--and--examine
under-asath—sany-persen-concerning-them."
Sgction 9. section 2-7-511, MCA, is amended to read:
"2-7-511. Access to public accounts -- suspension of
officer in case of discrepancy. (1) The department

independent auditor may count the cash, verify the bank

accounts, and verify all accounts of a public officer whose

accounts i+t the independent auditor is examining under law.

{2) 1If an officer of any county, city, town, school, ot

other governmentat local government entity referred-to-in

this-pare refuses to aceord--the--department provide the

independent auditor access during an audit of the officer's

accounts to his cash, bank accounts, or any of the papers,
vouchers, or records of his office or if the departman®

independent auditer finds a shortage of cash, the depactment

independent auditer shall immediately file a preliminary

report showing the refusal of that officer or the existence
of the shortage and the approximate amount of the shortage
with the respective county, city, or town attotney and the

governing body of the goveéernmentatr local government entity.

(3) Upon filing of the statement, the officer of the

local government entity shall immedtateiy after notice and

the opportunity for a hearing be suspended from the duties

and emoluments of his office and the governing body of ameh

governmeéntat the local government entity shall appoint some

-20- HB 328



Y

= T ¥}

11
12
13
14
15
16
17
18
19
20
21
22
23

24

25

HB 0328/02

gqualified person to the office pending completion of the
audit.
{4) Upon the completion of the audit by the deparetment

independent auditor, if a shortage of cash existed in the

accounts of the cfficer, the department independent auditor

shall fite——-with notify the governing bedy of the

geveramental local government entity a-finat-report of the

audits--ahewing—-the shortage. Fhe--geverning--body-shaiti;
within-18-days-after-the-£iting-of--the--departmentia-—£finat
repare--af--the—-audity--set--g--date——and-time-for-a-formai
hearing-to-teab-bhe-acensacy-of--che-—finnt--report--of--the
audit-and-gtve-netice-of-the-hearing-to-the-cfficers

{5} 1f the governing body finds that a shortage exists
and that the cEficer suspended is, by act or omission,
responsible @ for the shortage, the officer's right to the
office is forfeited and the report of the audit shall be
referred to the county attorney.”

Section 10. secticn 2-7-512, MCA, is amended to read:

"2-7-512. Exit review conference. Upon completion of
the-fietd-work-ef each audit, the +in-charge independent
auditor is required to hoid with the appropriate officials
an exit review conference in which the audit results ahali
must be discussed.”

Section 11. sectiocn 2~7-513, ¥CA, is amended to read:

"2.7-513., Content of audit report and financial repecr:.
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(1) The audit reports shall eéntain-but-mre-net-timited-teo
the-fatltowing:
ti3--fitmancral--ataremenca-——chat---econform———-with-——-the
generatiy--mccepted--governmentat--acesunting-principtes-and
whitehz-insofar—-as-possible;-present-the--£financtai--postrion
and--resgita——cf--Einanciat--eperations-for-each-Ffund-of-che
governmental-entitys
t24-~an-expression-of-oprnian--teagarding--the——frnanctral
statementsy-—taken—as-a-whoter-cr-an-assertion-ta-the-effeet
that-an-opinton-cannae-pa-axpressed -When-an-overatt-opinten
cannot-be-expressedy-rhe-veasons-therefor-shontd-be-scateds
$3}--a-atatement-that-previousty-noted--deficrencies--or
recommendations-—csnrained-—tn--previows——andit-repores-have
besan-acted-upon-by-adeption-as--recommended;—-adeptien--with
modtficationy-ar-redastianr-and
t4¥--disciosure--of--any--tack-——of-compltance-wirh-stare
statutes--or--regutationsy-—-as---weilt-—-as---any---cperating
defictencies——or-recommendations-for-improvemene comply with

the reporting requirements of govetrnment auditing standards

issued by the U.8. comptroller general and federal

regulations adopted by department rule.

{2) The department shall prescribe general methods and

details of accounting for the financial report for local

Jovernment entities orher than schocls. Trhe financial report

must be submitted in a form reguired by the department. The
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superintendent of public instruction shall prescribe the

general methods and details of accounting for financial

reports for schools.”

Section 12. Section 2-7-514, MCA, is amended to read:
"2-7-514. (Temporary) ZIssuance--and--fiiing Filing of

audit report and financial report. (1) Withirn-iZ28-daysa-afeer

the-completion-af-the-field-weark;-the-department-shati-iasue
Completed audit reports as-follews:
tay--county-~audit-reporta-to-county--commissionersy-—che
county-cterk-and-recordery-and-the-county-attorneys
thi--¢citty-—ar--town--andie--repores--kto-the-city-or-town
geverning-nsadyr-the-city-or-town--chiesf--finanetat--officery
the--—city--or--town--chief--executive;——and-the-city-er—town
attorneys
tey-—sehosi-district-audit-reparta-ta-the-erruseess;-—the

county-superinecandent-af-sehoasts;-the nust be filed with the

department. Completed financial reports must be filed with

the department as provided in 2-7-503(1). The state

superintendent of public instructiony-tRe-esunty-atesrneys
and~the-clterk-of-the-sechosi-drstriers
td+-—schooi-districe-axtraeurricutar-fund-andit--repores
to-—the--trnsteesy-the-county-superintendent-of-senseisz—the
state——superintendent--of--paptic--instruccion; ——the--econney
attorneyr-and-the-fund-admintserarors

tej-—frre-distrrct-or-votunteer—-fire--departmenc—-and:e
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reperts-—to-the-trusteesrs-the-couney-attorneyrs-and-the-cterk
and-recorder-of-the-county-sn-which--the--fire--diserict—-or
fire-department-ts-tocateds
{tf3--conservaney--district-andit-reportas-to-the-board-sof
diresrarsr--che—-deparement---af--naturat---ressurces———and
conservation;---the-—-district---courty---and---the-—-county
atcorneytasds
tgy—-fire-departmenc-reitief-asseciation-andrc-reports-to
the--trustess;-the-ctpy-or-town-attorneyr-and-the-respactive
ctty-or-town-creris
thi--trrigation-district-audit-reports-to-the-—-board--of
commissienersy-~—the-——district-——courtr——-and~--the--county
atborneytsyr-and
tiy--cemetery-diserict-avdit-reporta--to-—-the--board--of
cemetery--trustees;——the--district--courty——and--the—-county

attorney shall file with the department a iist of school

districts subject to audit under 2-7-503(3). The list must

be filed with the department within 6 months after the close

of the fiscal year.

(2) At the time the financial report is filed or, in

the case of a school distriect, when the audit report is

filed with the department, the local government entity shall

pay to the department a filing fee. The department shall

charge a filing fee TO ANY LOCAL GOVERNMENT ENTITY REQUIRED

TO HAVE AN AUDIT UNDER [SECTION 3], WHICH FEE MUST BE based
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upon the costs incurred by the department in the

administration of this part. THE FILING FEES FOR SCHOOL

DISTRICTS REQUIRED BY THIS SECTION MUST BE PAID BY THE

SUPERINTENDENT OF PUBLIC INSTRUCTION FROM THE FUNDS

APPROPRIATED FOR STATE EQUALIZATION AID AS DEFINED 1IN

20-9-343. The department shall adopt the fee schedule by

rule based upon the local government entities' revenue

amounts.

+24(3) Attt Copies of the completed audit and financiail

reports +issued--py must be made available by the department

and the local government entity are-to-be-maintained-enm-file

At-an-appropriate-iocation-and-epen-ts for public inspection

during regular office hours. (Terminates June 10, 1991--sec.

6, Ch. 140, L. 1989.)
2-7-514. (Effective July 1, 1991) Issuance--amd--filing

Piling of audit report and financial report. (1) Wethin-320

days-after-the-completian-of-ehe-£fietd-worky-the--department
shaii-issue Completed audit reports as-fstlewss

tay--counkty--sudit--reports-to-county-commissionarar-ehe
county—eierk—and—recorder7“end-the—county—atterneyr

thi--ciry-er-town-audit-reports-—to--the——eiey--or-—town
governing--bodyr——the--ctty-or-town-chief-financiat-officar;
the-city-or-rown-chief--executives--and--the--ecitey--or--town
attorneys

tey--sehoot--district-audic-reporrs-rto-the—truareesr-the
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eceunty-superintendent-cf-aschooltsy—the must be filed with the

department. Completed financial reports must be filed with

the department as provided in 2-7-503(l). The state

superintendent of public instruction;-the--eounty—-—artorney;
and-ehe-etapk-af-the-schooi-diasriers

{d}--schooi--district-excracurricuntar-fund-andit-repores
ta-che-trpatecss-the-connty-auperintendent-of--achonisr—-the
stare--spperintendent--of-—-pubite--tnastructions——-the--county
atterneys;—and-the-fund-administrators

tey-—frre——district--or--votunteer-fivre-department—aud:rt
saports-—to-tne-trustess;-the-ssunty-attorney;-and-ths-—-eieark
and--recorder——ocf--the--esuney-in-which-the-fire-district—or
fire-department-is-iocateds

tfy--conservancy-district-audit-reports-to-the-board--of

directoray---the-—-department---of---naturat--resources-—-and
conssrvationy—-—the---diatrict---courer-~-and-~-the---county
attorney{sy;

tg¥——-fira-department-retinf-association-andit-repores—ts
the-trustees;-the-city-or-town-attorney;-and-the--respactive
etty-—or—town-cterks-and

thi--trrigation--districe-—-audit-reports-to-the-board-cf
commiasionaray-~the---drstriee---courts-—-and---the---county

attorney{s}y shall file with rhe department a list of school

districts subject t¢ audit under 2-7-503(3). The listr nmusr

be fi1led with the Jdepartment within 6 months after the close
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of the figcal year.

{2) At the time the financial report is filed or, in

the case of a school district, when the audit report is

filed with the department, the local government entity shail

pay to_ the department a filing fee. The department shall

charge a filing fee TO ANY LOCAL GOVERNMENT ENTITY REQUIRED

TO HAVE AN AUDIT UNDER [SECTION 3}, WHICH FEE MUST BE based

upon the costs incurred by the department in the

administration of this part. NOTWITHSTANDING THE PROVISIONS

OF 20-9-343, THE FILING FPEES FOR SCHOOL DISTRICTS REQUIRED

BY THIS SECTION MUST BE PAID BY THE SUPERINTENDENT OF PUBLIC

INSTRUCTION FROM THE STATE EQUALIZATION AID ACCOUNT. The

department shall adopt the fee schedule by rule based upon

the local government entities' revenue amounts.

t2¥{3) At Copies Of the completed audit and financial

repocrts issued-by must be made available by the department

and the local government entity are-teo-be-maintarned-on-fite

at-an-appropriate-jocatten-and-spen-te for public inspecticon

during reguiar cffice hours.

(4) THE DEPARTMENT IS AUTHORIZED UNDER THIS PART TO

CHARGE A SURCHARGE ON THE FILING FEE TO GENERATE THE

NECESSARY REVENUE TO REPAY THEE GENERAL FUND LOAN OVER A

5-YEAR PERIQOD."
Section 13. Secticn 2-7-315, MCA, is amended tuy read:

®2-7-515. Actions by governing bodies. (1) Upon receipt
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of the audit report, the governing bodies of each audited

local government entity shall review the contents and within

30 days shall notify the department in writing as tc what
action they plan to take on any deficiencies or
recommendations contained in the audit report. If no
deficiencies or recommendaticons appear in the audit report,
notification shatt is not be required.

(2) Notification to the department shall include a
statement by the governing bodies that noted deficiencies or
recommendations for improvement have been acted upon by
adoption as recommended, adoption with modification, or
rejection.

{3) The local government entity shall adcpt measures to

correct the report findings and submit & c¢opy of the

corrective action plan to the department and, if the local

government entity is a school district, shall alsc send a

copy to the superintendent of public instruction, The

department shall norify the entity of the acceptance of the

corrective measures. If the department and the local

government entity fail to agree, a conference between the

parties must be held. Failure to resolve findings or

implement corrective measures  shall result in the

withholding of financial assistance in accordance with rules

adopted by the department pending resolution or compliance,

t33(4) In cases where 4 vivlation of law or

~-28- HB 328



11
12
13
14
15
16
17
18
19
20
21
22

23

25

HB 0328,02

nonperformance of duty is Ffound on the part of an officer,
employee, or board, the officer, employee, or board must be
proceeded against by the attorney general or county, city,
or town attorney as provided by law. The county, city, or
town attorney shall report to the department within 30 Qays
after receiving the audit report from the department the
proceedings instituted or to be instituted relating to the
violations of law and nonperformance of duty. If the county.,
city, or town attorney fails or refuses to prosecute the

case, the department may emptey-an refer the <case to the

attorney general to prosecute the case at the expense of the

respective-govermmental local government entity.”

Section 14. section 2-7-516, MCA, is amended to read:

"2-7-516. Audit fees, (1) The compensation to the

independent auditor for conducting an audit must be agreed

upon by the governing body or managing or executive officer

of the local government entity and the independent auditor

and must be paid in the manner that other claims against the

local government entity are paid.

t13(2) The deparement-shati-enarge compensation for an

audit fees—-based--upsn-rhe-costs-incurred conducted by the
department tm-the-administration-of-this-parts
t23--Ali-sudir-fess-mersin-provided-shatt must be paid

by the geveramentat local government entity to the stare

treasurer and be deposited in an enterprise f{fund to che
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credit of the department.
t3y--FPhe———department---may——--submit---a-—-—-btti--te--ehe
governmentat-entity-based-upen-the-eascimated--percencage--of
comptetion--of--any-andits-Fhe-governmentai-entity-must-make
payment-within-66-days-of-recetving-a-bizis"
Section 15. section 2-7-517, MCA, is amended to read:

"2-7-517. Penalty. (1) When a local government entity

has failed to file & report as reguired by 2-7-503(1),

UNLESS AN EXTENSION HAS BEEN GRANTED BY THE DEPARTMENT FOR

GOOD CAUSE SHOWN, or to make the payment required by

2-7-514(2) within 60 days, the department may issue an order

stopping payment of any state financial assistance to the

local government entity or may charge a late payment penalty

as adopted by rule. Upon receipt of the report or payment of

the filing fee, all financial assistance that was withheld

under this section must be released and paid to the local

government entity.

{2} When a governmenta¥ local government entity has

failed to make payment as required by 2-7-516(1l) within &0
days of receiving a bill for an audit, the department may
issue an order stopping payment cof any state financial aid
to the gevernmentat local government entity. Upon payment
for the audit, all financial a:d that was withheld because
ot fariure to make payment snaii qust pe released and paid

te the govermmentat local government ertity."
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Section 16. section 2-7-518, MCA, is amended to read:

"2-7-518. Deposit of audit fees. All audit fees

received from governmenea} local government entities after

June 30, 1981, shall be deposited in the enterprise fund to
the credit of the department of commerce for administration
of Title 2, chapter 7, part 5."
Section 17. section 2-7-521, MCA, is amended to read:
"2-7-521. ({Tewporary)} Publication. (1) (a) Except--as
provided--in--sebseceion--{3}y-after After the expiration of
the 30d-day period provided for in 2-7-515(1l), the department

iocal government entity shall send a copy of the--general

comments-—-seekion--6f each audit report to a newspaper of

general circulation in the area of the local government

entity. However, the-general-commants-sectiron—-of each county
audit report must be sent to the official newspaper of the
county.

{b) For an audit report of a iscai--government—-eneiey
provided--for--rn--2-7-583t¥ytay--or-—+iytby county or an

incorporated city or town, the department county, city, or

town shall send to the appropriate newspaper a copy of a
summary of significant findings regarding the audit report.
The summary, which may not exceed 800 words, must be

prepared by the auditing-agenmecy or-fiem independent auditor

and contain a statement indicating that it is only a summary

and is not intended to be used as an audit report.
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(2) For an audit report of a i1oeat--government-—entity
provided-—-for———in-—-2-F-503{2fat-—-or-—¢33¢h} eounty or

incorporated city or town, a newspaper is required to

publish only:

{a) the summary of significant findings provided for in
subsection (l}{b); and

(b) a statement to the effect that the audit report is
on file in its entirety and open to public inspection,

(1) For an audit report of a local government entity
provided--for—-itmn--2-3-583{+ytey—enrough—{iyti¥y other than a

county or incorporated city or town, the newspaper is

required to publish only the statement provided for in
subsection {2)(b) and a statement providing that the audited
local government entity will send a copy of the audit report
to any interested person upon reqguest. A-cepy-of-——tha--audie
report---must--ba--sene--to--the--newspaper--pubiishing-—-the
statementca

(4) Publication costs must be borne by the audited

governmentatr local government entity. (Terminates June 30,

1991--sec. 6, Ch. 140, L. 1989.)

2-7-521. (Effective July 1, 1991) Publication. (1) (a)
Except—-as--provided--in--subsectron-—{3};--afeer After the
expiration of the 38-day period provided for in 2-7-515(1}%,

the depertment local government entity shall send a copy of

the--gererat-~comments——secetien—-of each audit report to a
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newspaper of general circulation in the area of the local

government entity. However, the-general-comments-section-of

each county audit report must be sent to the official
newspaper of the county.

(b} For an audit report of a tseat-goverament-entity
provided--for--in--2-F-583tttay--or-—{iytby county or an

incorporated city or town, the department county, city, or

town shall send to the appropriate newspaper a copy of a
summary of significant findings regarding the audit report.
The summary, which may not exceed 800 words, must be

prepared by the auwditing-agency or-firm independent auditor

and contain a statement indicating that it is only a summary
and is not intended to be used as an audit report.

{2) PFor an audit report of a iscat-government-entiey
provided--feor--tn--2-3-583¢}tay-—-or---tijtht county or

incorporated city or town, a newspaper is regquired to

publish only:

{(a) the summary of significant findings provided for in
subsection (l)(b); and

(b) a statement to the effect that the audit report is
on file in its entirety and open to public inspection.

{3y For an audit report of a leocal government entity
prevéded-for—in-e-?-Seaf%itci-thraugh-f&}fh} other than a

county or incorporated city or town, the newspaper is

required to publish only the statement provided for in
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subsection (2)(b) and a statement providing that the audited
iocal government entity will send a copy of the audit report
to any interested person upon request. A-czopy-of-the-aadit
report--mpat--be-—sent——to--the——newspaper--pubtishing--—-the

statementss

(4) Publication costs must be borne by the audited

gevernmentatr local government entity."

NEW SECTION. Section 18. Report review. (1) The
department shall determine whether the provisions of this
part have been complied with by the independent auditor.

(2) Upon receipt of the audit report from the local
government entity the department shall review the report. If
the department determines the reporting requirements have
nct been met, the department shall notify the local
government entity and the independent auditor submitting the

report OQF THE SIGNIFICANT ISSUES OF NONCOMPLIANCE. The

notificarion must 1include 1issuance o©of a statement of
deficiencies by the department. The department shall allow
the independent auditor 60 days to correct the identified
deficiencies.

3) if the corrections are not made within 60 days of
the department's notice, the department shall notify the
local government entity that the report has not been
recelved, TaiLiure te Submlit & report 3na.. ISSULT Iln the

withhalding of payment of the audit fee perding ressiution
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of the identified deficiencies or receipt of a corrected
report.

(4) Upon review of the report, if the department
determines the independent auditor has issued a report that
fails to meet the auditing standards referred to in 2-7-513
or contains false or misleading information, the department
shall notify the bcard.

{5} The department shall review the audit report
findings and the response of the governing body or executive
or managing officer of the local government entity submitted
under 2-7-515. When the findings concern financial
assistance, the department shall notify the state agency
that is responsible for disbursing the state or federal
funding.

{6) The department must have access in its office to
the working papers ¢f the independent auditor.

Section 19. section 3-5-502, MCA, is amended to read:

“3-5-902, Fiscal administration for payment of court
expenses. The department of commerce shall:

{1} establish procedures for disbursement of funds for
payment of district court expenses listed in 3-5-901,
including prorating of those funds if they are insufficient
to cover all expenses listed in 3-5-901: and

{2) develop & wuniform accounting system in accordance

with 2-7-504 for use by the counties in reporting court
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expenses at a detailed level for budgeting and auditing
purposest-and

t3}--previde--for--annuai--auditing--ef--diserict-—court
expeanses-to-assure-—normat--eperacions--and-—eonsistency-—in
reparting-af-expenditures. "

Section 20. sSection 7-6-2352, MCA, is amended to read:

"7-6-2352, State grants to district courts -- rules.
(1) The department of commerce shall make grants, to the
extent funds are available after expenses provided for in
3-5-901 are funded, to the governing body of a county for
the district courts for assistance, as provided in this
section.

(2) The governing body of a county may apply to the
department of commerce for a grant by filing a written
request on forms provided by the department by July 28 for
the previous fiscal year unless the department grants a time
extension upon request of the county. In its request for a
grant, a county must certify that:

{a} all expenditures from the district court fund have
been lawfully made;

(b) no transfers from the district court fund have been
or will be made to any other fund; and

(c) n¢ expenditures have been made from the district
court fund that are not specificaliy authorized by 7-6-2511

and 7-6-2351.
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{3} To the extent funds are available, the department
of commerce shall award a grant if the county's district
court expenditures for the previous fiscal year exceeded the
sum of:

(a) the product of the maximum mill levy authorized by
law for district court purposes, whether or not assessed,
multiplied by the previous year’'s taxable valuaticn of the
county; and

(b) all revenues, except district court grants,
requirted by law to be deposited in the district court fund
for the previous fiscal year.

(4) Eligible court expenditures for grant purposes
include all costs of the county associated with the
coperaticn and maintenance of the district court, from
whatever fund paid, except cocsts for building and capital
items and library maintenance, replacement, and acquisition.

{5) The department of commerce shall notify each
eligible county as soon as possible of its intention to
award a grant to that county and the amount of the award.

(6) The grant received by the county shall be placed in
the district court fund.

(7) After-att-grants-are--awardeds—-the--department--of
cemmerce--shali-—andit--each--approved-—grant--regquests--Fhe
depa=tment--shati--eharge--=ach--county-recetving-a-grant-an

aundie-faa-tn-the--same--amonnt--as--the--cogts~—-tnecucrred--1n
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eonducting-the-andzt-
t8y If the an audit of--a-grant-recipient conducted

pursuant to 2-7-503 discloses that the recipient received a

grant in excess of the amount for which it was eligible, the
recipient shall repay the excess to the department of
commerce. The department shall redistribute any repaid
excess amounts to the other counties that received grants
from the appropriation from which the overpayment was made,
on the same basis as the original awards. No county is
eligible for a district court grant if iv owes the
department a refund of a prior year's overpayment.

{2¥(8) The department of commerce shall prescribe rules
and forms necessary to effectively administer this section.
The department may reguire a county to provide any
information considered necessary for the administration of
the program.”™

Section 21. sSection 7-6-1113, MCA, is amended to read:

"7-6-4113. Filing of annual financial statement. (1)
The city or town clerk must, within 120 days following the
close of each fiscal vyear, transmit one copy of the
statement to the department of commerce and must present the
cther copy to the city or town council or commission.

(2) If a city or town clerk fails to fiie a copy of the
statement with the department wi:tnin the time specified, the

department, without delay, shali examine the bcoks, records,
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and accounts of the city or town. The department shall make
from its examination a statement of the financial condition
of the <city or town for the preceding fiscal year in the
manner it should have been made by the city or town clerk.
The exanination shall be considered a special audit under
the provisions of subsections +t43y--and (5} and (6} of
2-7-503, and all of the provisions of subsections t43-and
(5) and (6) of 2-7-503 apply to it."

Section 22. Section 19-11-204, MCA, is amended to read:

“19-11-204. Audie Review and report by board of
trustees, The board of trustees of the association shall
and¥e review the accounts of the association at least every
6 months and shall report the conditicn of them at the next
regular meeting of the association.”

Section 23. sSection 19-11-205, MCA, is amended to read:

®19-11-205. Annual report of secretary and treasurer to
association and state auditor. The secretary and treasurer
of the association shall annually prepare a deraiied report
of its receipts and expenditures for the preceding year in

accordance with 2-7-503, showing to whom and for what

purpeoses money has been expended. They shall file the report

with the assoclation, the department of commerce, and a

dumiieasa--af-—te-wieh the state auditor. Ne-meney Money may

not be paid to the treasurer of the association until rthe

report is filed."
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Section 24. section 20-9-203, MCA, is amended to read:

"20-9-203. Examination of district accounting records.
+}¥ The accounting records of all first-, anmd--second-ciaas
scheoi--distriets second-, and third-class school districts

echat-maineain--a--nigh--sehoast--shatt must be audited in

accordance with 2-7-503. The trustees of the district shall

file a copy of the completed audit report with the

department of commerce, the superintendent of public

instruction, and the county superintendent.

+2}--Annunaliy-and-at-such-othapr—-times-as—dirpeted-by-che
beard--ef--sounty-—-commissioners--or-—trustees;--the--county
auditor-ar-ehe-—-counety--treasurer--if--there--is--no--county
auditor-—-shati---audie-——--che--aceounting--recordas-—-of-—each
third-citass-district-thae-dees-not-maintain-a-—hiqgh-—-schesi~
Such--district--shatit--detiver-ati-accaunting-records-ro-the
anditing-sounty-officrat-no-tater-than-JdJuiy-15-for-the-aundis
ef-crhe-finanetat——activity-—of-~the-iase—-compieted--nchas
fiseal--yeaars-Phe-anditing-county-afficiat-shati-sxamine-che
acesunting-recordsy-prepare-an-audit-reporey-ands
tay-—reecura-the-aceounting-recards-to—-tha--disrrict-—no
tater-than-Anguse-15;
fh7—~send—*a—cepy—ef—the—audit—teport—tc—the—chairman-of
the-tensteess-and
{ey--fiie-—copites-——-of-~the---andit-—-ceport -—-with-—-—the

superintendent-——--of-——---poblite-——-itnmternetionr-—-tha---connty
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superincendent;—and-the-county-clterk-and-resordes:"

Section 25. section 20-9-213, MCA, is amended to read:

"20-9-213. Duties of trustees. The trustees of each
district shall have the sole power and authority to transact
all fiscal business and execute all contracts in the name of
the district. No person other than the trustees acting as a
governing board may expend money of the district. In
conducring the fiscal business of the district, the trustees
shall:

(1) cause the keeping of an accurate, detailed
accounting of all receipts and expenditures of school money
for each fund maintained by the district in accordance with
generalily accepted accounting principles and the rules
prescribed by the superintendent of public¢ instruction. The
record of the accounting must be open to public inspection
at any meeting of the trustees,

(2) authorize all expenditures of district money and
cause warrants to be issued for the payment of lawful
obligations;

(3) issue warrants on any budgeted fund in anticipation
of budgeted revenues, except that the expenditures may not
exceed the amount budgeted for the fund;

(4) invest any money of the district, whenever in the
judgmencz of the trustees the investment would Dbe

advantagecus to the district, by directing the county
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treasurer tec invest any money of the district in direct
obligations of the United States government; in savings or
time deposits in a state or natiocnal bank, building or 1loan
association, savings and loan association, or credit union
insured by the FDIC, FSLIC, or NCUA located in the state; or
in a repurchase agreement as authorized in 7-6-213. All
interest c¢ollected on the deposits or investments must be
credited to the fund from which the money was withdrawn,
except that interest earned on account of the investment cof
money reaiized from the sale of bonds must be credited to
the debt service fund or the building fund, at the
discretion of the board of trustees. The placement of the
investment by the county treasurer is not subject to ratable

distribution laws and must be done in accordance with the

directive from the board of trustees. A district may invest

money under the state unified investment program established
in Title 17, chapter 6.

(5) cause the district to reccrd every transaction in
the appropriate account before the accounts are closed at
the end of the fiscal year in order to properly report the
receipt, use, and dispositicn cof all money and property for
which the district is accountable;

(o) report annually to the county superintendent, not
Larer than August 1, the financial activities £ each fund

waintained by the district during the last compleced school
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fiscal year, on the forms prescribed and furnished by the
superintendent of public instruction. Annual fiscal reports
for jcoint school districts must be submitted te the county
superintendent of each county in which part of the joint
district is situated.

{7) whenever requested, report any cther fiscal
activities +to the county superintendent, superintendent of
public instruction, or board of public education;

(8) cause the accounting records of the district to be
audited bienniatiy as required by 2-7-503; anc

(9) perform, in the manner permitted by law, other
fiscal duties that are in the best interests of the
district."

Section 26. sSection 20-10-202, MCA, is amended to read:

"20-10-202. Records, reports, and reviewsry-and--auvdies,
{1) The superintendent of public instruction shall prescribe
regulations for keeping the financial and commodity rececrds
and making reports on school food services operated by a
district. The financial records shaii--aiways must be
available for inspection and audit by federal and state
officials authorized by law or contract to perform audits
and shat: be preserved for wsuch the pericd of time, not to
exceed 5 years, as the superintendent of public instruction
may prescribe.

{(2) The superintendent of public instructicn shall
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conduct or cause to be conducted the auditsy inspectionssy
and administrative reviews of the financial records and the

operation of school food services."

NEW SECTION. SECTION 27. ESTIMATE OF COST SAVINGS. THE

GOVERNOR SHALL INCLUDE TN HIS PROPOSED BUDGET SUBMITTED TO

THE 53RD LEGISLATURE AN ESTIMATE OF COST SAVINGS TO STATE

AGENCIES RESULTING FROM THE IMPLEMENTATION OF {THIS ACT].

NEW SECTION. SECTION 28. INTERFUND LOAN FROM  THE

GENERAL FUND. COSTS INCURRED BY THE DEPARTMENT OF COMMERCE

DURING FISCAL YEAR ENDING JUNE 30, 1892, IN ADOPTING RULES

TO__IMPLEMENT [THTS ACT] AND IN PREPARING FOR THE

IMPLEMENTATION OoF [THIS ACT], up TO _THE AFPPROVED

APPROPRIATION FOR THIS PURPOSE, ARE TO BE FUNDED BY AN

INTERFUND LOAN FROM THE GENERAL FUND THAT MUST BE REPAID

OVER_A 5-YEAR PERIOD FROM THE REVENUES FROM THE FILING FEES

PROVIDED FOR IN {THIS ACT].

NEW SECTION. Section 29. codification instruction.
[Section 18] is intended to be codified as an integral part
of Title 2, chapter 7, part 5, and the provisions of Title
2, chapter 7, part 5, apply to [section 18].

NEW SECTION., $Section 30. Effective date -
applicability. (1) Except as provided in {2), [this act] is
effective July 1, 1992, and applies to the fiscal year
ending June 30, 1992.

(2) The department of commerce may adopt rules to

~44- HE 328
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implement [this act] to become effective July 1, 1992,

NEW SECTION. SECTION 31. TERMINATION DATE. SECTION

2-7~514(4), AS ADDED IN [SECTION 12]), TERMINATES JUNE 30,

1997,

-End-
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HOUSE BILL NO. 328
INTRODUCED BY COBB, JERGESON, GRINDE, KEATING, KADAS,
PAVLOVICH, SVRCEK

BY REQUEST OF THE LEGISLATIVE AUDIT COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT ADOPTING THE STATE
SINGLE AUDIT ACT; GENERALLY REVISING AND CLARIFYING THE LAW
RELATING TO AUDITS OF LOCAL GOVERNMENT ENTITIES; REQUIRING
COMPLIANCE WITH GOVERNMENT AUDITING STANDARDS; AUTHORIZING
THE CHARGING OF FEES COMMENSURATE WITH COSTS FOR STATE AUDIT

SERVICES; AUTHDRIZING AN INTERFUND LOAN FROM THE GENERAL

FUND; AMENDING SECTIONS 2-7-501, 2-7-502, 2-7-503, 2-7-504,
2-7-505, 2-7-506, 2-7-507, 2-7-508, 2-7-511, 2-7-512,
2-7-513, 2-7-514, 2-7-515, 2-7-516, 2-7-517. 2-7-518,
2-7-521, 3-5-902, 7-6-2352, 7-6-4113, 19-11-204, 19-11-205,
20-9-2063, 20-9-213, AND 20-10-202, MCA; AND PROVIDING A
DELAYED EFFECTIVE DATE ANB, AN APPLICABILITY DATE, AND A

TERMINATION DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 2-7-501, MCA, is amended to read:
"2-7-501. Definition. Unless the context reguires

otherwise, in this part, the following definitions apply:

(1} "Audit" means a financial audit and  includes

financial statement and financial-related audits_as defined

@ma tegriiative CouncHt

HB 0328/02

There are no changes in this bill,
and will not be reprinted. Please
refer to yellow copy for complete

text.

-2- HB 328
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SERATE STANDING COMMITTEE REPORT

Page 1 of 1
March 19, 1991

MR. PRESIDENT:
We, vour committee on Finance and Claims having had under

consideration House Bill No. 328 (third reading copy -- blue),
regpectfully report that House Bill No. 328 be amended and as so
amended be concurred in:

1., Page 4, line 19.

Following: ";
Insert: "and "

2. Page 4, lines 20 and 21.
Following: "districts™ on line 20
Strike: remainder of line 20 through "DISTRICTS" on line 21

3. Page 13, line 7.
Following: "excess of"
Strike: "$100,000"
Insert: "$200,000"

Signed:

on, Chairman

(B =20/
Amd. Coord. -

sk 5 20 fyS

Sec. of Senate

SENATE
H8 329
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HOUSE BILL NO. 328
INTRODUCED BY COBB, JERGESON, GRINDE, KEATING, KADAS,
PAVLOVICH, SVRCEK

BY REQUEST OF THE LEGISLATIVE AUDIT COMMITTEE

A BILL FOR AN ACT ENTITLED: “AN ACT ADOPTING THE STATE
SINGLE AUDIT ACT; GENERALLY REVISING AND CLARIFYING THE LAW
RELATING TO AUDITS OF LOCAL GOVERNMENT ENTITIES; REQUIRING
COMPLIANCE WITH GOVERNMENT AUDITING STANDARDS; AUTHORIZING
THE CHARGING OF FEES COMMENSURATE WLITH COSTS FOR STATE AUDIT

SERVICES; AUTHORIZING AN INTERFUND LOAN FROM THE GENERAL

FUND;: AMENDING SECTIONS 2-7-501, 2-7-502, 2-7-503, 2-7-504.
2-7-505, 2-7-506, 2-7-507, 2-7-508, 2-7-511, 2-7-512,
2-7-513, 2-7-514, 2-7-51s, 2-7-516, 2-7-517, 2-7-518,
2-7-521, 3-5-902, 7-6-2352, 7-6-4113, 19-11-204, 19-11-205,
20-9-203, 20-9-213, AND 20-10-202, MCA: AND PROVIDING A
DELAYED EFFECTIVE DATE ANB, AN APPLICABILITY DATE, AND A

TERMINATION DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 2-7-501, MCA, is amended to read:

*2-7-501. Definition. Unless the c¢ontext requires

otherwise, in this part, the following definitions apply:

(1) "Audit” means a Einancial audit and includes

financial statement and financial-related audits as defined
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by government auditing standards as established by the U.S.

comptroller general.

{2) "Board" means the Montana board of public

accountants provided for in 2-15-1866.

{3) U“deparetmentd "Department® means the department of

commerce.

(4} (a) "Financial assistance"” means assistance

provided by a federal, state, or local government entity to

a reeipiene LOCAL GQVERNMENT ENTITY or subrecipient to carry

out & program. Pinancial assistance may be in the form of

grants, contracts, cooperative agreements, loans, loan

guarantees, property, interest subsidies, insurance, direct

appropriations, or other noncash assistance. Financial

assistance includes awards received directly from federal

and state agencies or indirectly when subrecipients receive

funds identified as federal or state funds by recipients,

The granting agency is regponsible for identifying the

source of funds awarded to recipients. The recipient is

responsible for identifying the source of funds awarded to

subrecipients.

(b) Financial assistance does not  include direct

federal, state, or local government cash assistance to

individualsg.

{5} "Financial report! means a presentaticn  of

schedules that reflect a current financial position and the

—2- HB 328
REFERENCE BILL
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1 operating results for the l-vear reporting period. 1 (viii) county weed control districts;
2 (6) “"Independent auditor” means: 2 {ix) drainage districts;
3 {a) a Ffederal, state, or local government auditor who 3 (x} fire department relief associations;
4 meets the standards specified in the government auditing 4 {xi} fire districts;
5  standards: or 5 (xii) hospital disgricts;
6 (b) a pubiie LICENSED accountant who meets the 6 (xiii] incorporated cities or towns;
7 standards in subsection (6i{(a). 7 (xiv) irrigation districts:
8 (7} (a) "Local government entity" means a county, city, 8 {xv) mosquitc districts:
9 district, or public corporation that: 9 (xvi) municipal housing authority districts;
lo0 (i) has the power to raise revenue for the purpose of 10 (xvii) port authorities;
11 serving the general public; 11 (xviii) refuse disposal districts;
12 {ii) is governed by a board, commission, or individual 12 (xix) rural improvement districts;
13 elected or appointed by the public or representatives of the 13 (xx) school districts including a district’s
14 public: aad 14 extracurricular funds;
15 {iii) receives local, state, or federal financial 15 (xxi) soil congervation districts;
16 assistance. 16 (xxiil) special education or other cooperatives;
17 {b) Local government entities include but are not 17 (xxiii) television districts;
18 limited to: 18 (xxiv) urban transportation districts;
19 (i} airpert authority districts; 19 (xxv) volunteer fire departments; and AND
20 (1i) cemetery districts; 20 (xxvi) water conservancy districtss—ANE
21 {213) counties; 21 +¥AVEE)-GRAGENG-BESTREISTS.
22 {iv) county housing authorities; 22 (8) "Revenues" means all receipts of a local government
23 (v) county road improvement districts; 23 entity from any source excluding the proceeds from bond
24 {(vi) county sewer districts: 24 igsuances.”
25 {vil} county water districts: 25 Section 2. Section 2-7-502, MCA, is amended to read:
-3- HB 328
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"2-7-502. Audi+ Short title -- purpose. (1) This part

may be cited as the "State of Montana Single Audit Act".

(2} The purpese purposes of the-audit-of-the-affairs-of
the-governmentat-entities—as—set-forth-in this part shaii-be
are to:

(a} improve the financial management of local

government entities with rtespect to federal, state, and

lccal financial assistance;

{b) establish uniform requirements for financial

reports and audits of local government entities;

i{c) insure ensure constituent interests by determining
that compliance with all appropriate statutes and
regulations is accomplishedyr;

{d) ensure that the financial condition and operations

of the local government entities are reasonably conducted

and reportedr;

(e) ensure that the stewardship of sueh local
government entities is conducted in eweh a manner as to
preserve and protect the public trusty; and-te

{£}) ensure that local government entities accomplish,

with economy and efficiency, the duties and responsibilities
of the entities in accordance with the legal requirements
imposed and the desires of the public; and

{g) promote the efficient and effective use of audit

resources,”
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Section 3. section 2-7-503, MCA, is amended to read:

“2-7-503. {Temporary) Andies Financial reports and

audits of local govermmenta: government entities. (1) The
department—shaili-audit-the-affarrs~-of-alls
tey—-caunties:
thy-—tncorparated--citten--and-+towna-having-a-population
of-mere-than-388-in-the-moat-recent-census-taken—-under--the
direction-of-congreass:
fey-——firat———-and—--second-ctass-—schoot--distrtcta--and
third-ciass-schooi-distriets-that-mnatncarn-a-high-schaeir
tdy-—sehoot-distrtet--extracunrricuiar—-funds--for—-—-pupti
funettons;
tey——irrigation---discrictar———except---as--provided-—in
subsection-{t7}s
tfy--conservancy-districess
fg4-—Eire-districtas-and-voluntepr-—fire--doepartmenta—-—-in
untncorporated--areasy-—-townsy—-and--viiiages-supported-by-a
miti-tevy;-eaxcept-as-pravided-in-aubsection-{637
thi-—fire--department--retief--associations;--except—-as
provrded-in-subsection—¢6+r~and
tEty--cemecery-dintricess
t23-—Each-andit-shaii-be-made-every-2--years--and--shati
cover--the--tmmediateiy--preceding--2--ftacai--years-—-of-che

governmmentat joverning body or managing or execuytive officger

of a 1ocal government entity, uniess—-annual--audits——are
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rtequested-—-by-—the—-governmentai--eneity other than a school

district or associated cooperative, shall ensure that a

financial report is made every year. A school district or

associated cooperative shall comply with the provisions of

20-9-213. The financial report must cover the preceding

fiscal year, be in a form prescribed by the department, and

be completed within 4 months of the end of the reporting

period. The 1local government entity shall submit the

financial repert to the department for review.

t3r--Bach——audtt——shati--be--iniciated-not-tater—-chan-24
mentha-£rom—the-ectose-of-the-£iacat-year-for-which-the-andtt

is-conduceeds

(2} The department shall prescribe a uniform reporting

system for all local government entities subject to

financial repeorting requirements, other than school

districts. The superintendent of public instruction shall

prescribe the reporting requirements for school districts.

(3) (a) The governing body or managing or executive

officer of each local government entity receiving revenues

or financial assistance in the period covered by the

financial report in excess of $3106876688 $200,000 or federal

financial assistance in excess of 525,000 shall cause an

audit to be made at least every 2 vyears. The audit must

cover the entity's preceding 2 fiscal years. The audit must

commence within 9 months from the close of the last Ffiscal

-7~ HB 328
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year of the augdit period. The audit must be completed and

submitted to the department for review within 1 year from

the close of the last fiscal year covered by the audit.

{b) The governing body or managing or_executive officer

of a local government entity that does not meet the criteria

established in subsection (3)(a) shall at least once every 4

vears, if directed by the department, OR, IN THE CASE OF A

SCHOOL DISTRICT, 1F DIRECTED BY THE DEPARTMENT AT THE

REQUEST OF THE SUPERINTENDENT OF PUBLIC INSTRUCTION, cause a

financial review, as defined by department rule, to be

conducted of the financial statements of the entity for _the

preceding fiscal year.

{(4) An__audit conducted in accordance with this part is

in lieu of any financial or financial and compliance audit

of an individual financial assistance program that__is

required of a local government under any other state or

federal law or regulation. If an audit conducted pursuant to

this part provides a state agency with the information 1t

requires to carry out its responsibilities under state or

federal law or regulation, the state agency shall rely upon

and use that information to plan and conduct its own audits

or reviews in order to avoid a duplication of effort.

t4¥(5} In addition fto the audits required by this
section, the department may at any time conduct or contract

for a special audit or review of the affairs of any
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governmentat local government entity referred to in this

part. The special _audit or _review must, to ‘the extent

practicable, build upon audits performed pursuant to this

part.
+5¥{6) The fee for the special audit shat: or review

must be a charge based upen the costs incurred by the

department in the-conduect-ef-suen relation to the special

audit or review. The audit fee sha:i must be paid by the

governmentat local government entity to the state treasurer

and deposited in the enterprise fund to the credit of the
department.
fG+--fef—Except~as-provféeé—in——subsectian--fﬁ1fc17——ehe
department-may-not—atndrts
fii——a-—Eire—déstriee—whichwhas—an—annuai—bndget-of—iess
than-3267000-and-in-which-fire-protection-ta-provided-soiety
by—a—Eire—eempany—:ompcsed—oniy——of-—vuiunteer——firefighters
organized-under-Piete-Fr-chapter-33r-or
fii%-a——fére——&epartment—-reiéef~—asscciaeion——afganized
under—-?itie--i97--ehapter-—ii7-—uhich—-ha:—unnuai-reeeiptsT
ineiuding-earnings-on-invested-fundsy;-of-tesa-than--520708687
except-for-andits-as-provided-under-19-3-286+
tby--Such--fire--diserict-—shati--anncatty-£ite-with-the
baard-sf-county-commissioners-ef-the--county-—in-~which--the
madepity——of--tha-district-is-tocakad-an-rtemized-account-of

aii-reeeipts-and—expendituees—for——bhe-—yearr-—ségned—-under
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eath—-by--an--affieer——of-the-fire-company-designated-by-the
fire-district-trusteess
{e+--The-beard-of-county-commissionera——-may-—reguire-—an
annuai--audit~-to--be-—conduceced--by——the--deparement-—i£-3¢
constders-such-audic-ra-be-in-the-pubitc—inkterests
fd&—~Sueh*-Eire——depattment——reiieﬁ--asﬁociatien—--shaii
annuatiy--fiie--with~-the—-muenictpatity--itn-—-whieh--the-fire
department-relief-assaciarion-is-tocated-an-itemized-account
cf-ati-receipts-and-expenditures-for-the-yeary-signed-—under
cath--by-an-sfficer-designated-by-the-fire-department-retief
association—erustees:-FThe-municipaliey-may-require-an-annuat
audit-to-be-~conducted-by-the-department-itf-ie—considers-saech
andte-ta-be-itn-the-pubite-inteareses
t?4--ta)-Exeept-as-provided-in-—-subsection-—-{Fite}y-——the
departmane—-may-not-audit-an-irrigakien-district-with-annuat
expanditures-of-iess—than-3$307008;-axeinding—the-payment-—of
principat-and-interest-on-federat-teanss
thy-—Such—-irrigatton-—discrict-shati-annuatiy-fite-with
ehe-cleth-of~the~distritet—conrt—tn-che—county-in--which--ehe
ftrerrgmaeton-——district-——te—-tocated-an-itremized-aceosunt-of-atd
receipta-and-expenditures-for-the-years-signed-nnder-ocarh-by
an-atficap-designated-by-rhe-irrigartan—distcrict-trusteass
tey-~Pne—district—conrt-may-require-an-anneat-—auvdie-—to
be-ceonducted-ny-the-department-itf-te-conniders-sech—audiet-to

be—in-the-pubitte~-tntereses
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t8}-—-{aj-Except--as—-provided-—in-subsectien-t8y¢terr—the
department-may-net-audit-a-—cemetery--district-~with--annuatl
expendittures-—of-teas-chan—-$257800;—exciuding-the-paynent-of
principat-and-interest-on-federat-ioansas
tbi--Sueh-cemerery-diserict-shati-annuatiy-£firie-with—the
cterk-of-the-district-court--in——the--county-—in-—-which--the
cemetery-—diseritet—-is-—itocaced--an-~-ttemized-acecount-of~ai
receipta-and-expenditures—-£for-the-yveary-siqned-under—oath—by
an-sfficer-designated-by-the-cemetery-dintrict-trusteess
tey--Fhe-board-ef-county-commissioners--may—-require--an
annuat--andie--to--be--conducted--by--the—-department——if-it
considers--such--andit—-eo--be——in--the---pubite———intereses
(Terminates June 30, 1991l--sec. 6, Ch. 140, L. 1989.)
2-7-503. {Effective July 1, 1991} Audéies Financial

reports and audits of local governmental government

entities. (1) The departmant-shali-avdit-the-affairs-of-atis
tay--countiess
tby-—itneorporated-cities-and-towns-having-—a——populatcien
of--more-—-than-308-in-the-mast-recene-censas-taken-under-the
direetion-of-congress;
tey—~first-——and--second-ciass--schoot-——-distriecta-—--and
ehird-ciass-scheot-districta-that-marntain-a-high-schoockts
tdy--achoot~~district-—-axtracurricutar-~funds-—-£for-puptt
funeecitonsy

{et-—trrigation—-districtss--except-——as——-—provided-—-—-in
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subsection-¢F¥r
tEy-—conservaney-diseriatss
tgy--£fire——districts—-and--volunteer-fire-departmenta-in
unimeorporated-areas;-towns;—and--viiiages--suppercted—-by-—a
miti-tevy;-excepe-as-pravided-itn-subsection-{6y+-and
thi--fire—-deparement——relief-—aassciationsy-—except--as
pravided-in-subsection-{64
t2¥--Bach——audit--shatt--be-made-every-zi-years-and-shaxi
cover—the--immediately--preceding——2--£iseai--years-—of——-the

gevernmeneat governing body or managing or executive officer

cf a local government entity, uniess--annuai-andits-are

requeated-by-the-governmentat—-entsty other than a schoel

district or associated cooperative, shall ensure thar a

financial report is made every year. A school district or

associated cooperative shall comply with the provisions of

20-9-213. The financial report must cover the preceding

fiscal vyear, be in a form prescribed by the department, and

be completed within 4 months of the end of the reporting

period. The local government entity shall submit the

financial repart to the department for review.

t3y--Bach-audit-shaii-be-itnttiated--not--tater--chan—-24
mentha-from-che—ctose-of-the-Ffiseat-year-for-which-the-audit
ts-conduneteds

{2) The department shall prescribe a uniform reporting

system for all local government entities subject to
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financial reporting reguirements, other than school

districts, The superintendent of public instruction shall

prescribe the reporting requirements for school districts,

{3} (a3} The governing body or managing or executive

cfficer of each local government entity receiving revenues

or financial assistance in  the period covered by the

financial report in excess of $§1867888 $200,000 or federal

financial assistance in excess of $25,000 shall cause an

audit to be made at least every 2 years. The audit must

cover the entity's preceding 2 fiscal years. The audit must

commence within 9 months from the close of the last fiscal

year of the audit period. The audit must he completed and

submitted to the department for review within 1 year from

the close of the last fiscal vear covered by the audit.

(b} The governing body or managing or executive officer

of a2 local government entity that does nct meet the criteria

established in subsection (3){a} shall at least once every 4

years, if directed by the department, OR, IN THE CASE OF A

SCHOOIL, DISTRICT, IF DIRECTED BY THE DEPARTMENT AT THE

REQUEST OF THE SUPERINTENDENT OF PUBLIC INSTRUCTICN, cause a

financial review, as defined by department rule, to he

conducted of the financial statements of the entity for the

preceding fiscal vear.

{4) An audit conducted in accordance with this part is

in lieu of any Financial or financial and compliance audit
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of an individual financial assistance program that a local

government is required to conduct under any other state ot

federal law or regqulation. If an audit conducted pursuant to

this part provides a state agency with the information it

requires to carry out its responsibilities under state or

federal law or regulation, the state agency shall rely upon

and use that information to plan and conduct its own audits

or reviews in order to avoid a duplicaticn of effort.

f4¥(5) In addition to the audits required by this
section, the department may at any time conduct or contract
for a special audit or review of the affairs of any

gavernmental local government entity referred to in this

part. The special audit or review must, to the extent

practicable, build upon audits performed pursuant to this
part.

+5¥(6) The fee for the special audit sha*: or review

must be a charge based upon the costs incurred by the

department in the-conduee-of-sueh relation to the special

audit or review. The audit fee sha}* must be paid by the

governmental local government entity to the state treasurer

and deposited in the enterprise fund to the credit of the
department.,

t6y-—ta}-Except-as-pravided-itn-~subsection-—t64ted;--the
department-may-net-aadibs

tty-—a-~fire-district-which-has-an-annoai-budget-of-tess
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than-$287000~And-in-whitch-fire-protection-is-provided-sotety
by-a-fire-cempany-composed-onty-—of-—voitunteer--firefighters
organired-under-Fitie-F;-chapter-33;-or
tity—a——Fire—-deparemens——retief--assectation——organtzed
ander--Pteia--29;—-chapter--3i;——-which--has-annuat-receiptas
rnciuding-sarninga-on—invested-fundsy-cf-tess-than-—$267680+7
except-for-andita-as-provided-under-15-11-286<
+b4—-Sueh-—fire-—distriet-—shati-—-annuatty-£fite-with-the
board-af-county-commissioners-of-the--county--in--which-—the
maseariey——of--the-districe-is-itocated-an-itemized-account-of
ati-recetpts-and-expenditures—for-—the--year;-—-signed-~-under
oath-~by-—an—-afficer—-~of-ehe-fire-company-designated-by-the
fire-diastrice-eruspeess
+&4--Phe—board-of-county-commissioners--may--require--an
annuai-—-audit-—to--be--canducted—-by--the--department——if-ib
considers-such-audit-to-be-in—the-pubtie-ineerests
+dy--Such--fire—-deparemenes——retief--asseciation--~-shaii
annuatiy-~fite-—with-—the--—munietpatity--in--which--the-fire
department-reltef-association-ia-itocated-an-ttemized-account
sf-ati-receipts-and-expenditures-for-the-ysary;-signed--under
sath--by-an-officer-desiqnrared—by-the-fire-department-retief
asseociation—trusteesr-Fhe-municipality-may-regquire-—an-annual
andit-to-be-eonducted-by-the—-deparemene-tf-ip-esnsiders-such
add+t—to-be-in-the-public-interests

+#¥--ftat-Except-as-provided-in--subsection——t7ytcyry-—the
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deapartment-—may-not-auvdsrt-an-irrigatisn-districr-wich-anmat
expenditures-of-less-than-5387;8007-exciuding-the-payment--of
principati-and-interesc-on-faderat-ioanss
t8y--Soch--irrigariton——district-shati-annuatiy-£ire-with
the-clerik-af-che-diserict-conrt—in-the-couney-in--whieh-—the
irrigation—-disertct—-is-—lecatad-an—temized-account-of-aii
receiprs—and-expenditures—for-the-yeary-signed-under—sath-by
an-afficer-designated-by—the-trrigacien-discrice-—trusteens
tey--Fhe-district-coure-may-require-an-annnat--sudit--co
be-eonducted-by-the-deparcment-if-ie-considers-suneh-avdit-to
be-in-the-public-interest:"
Section 4. Section 2-7-504, MCA, is amended to read:
"2-7-504. Accounting methods. Unless otherwise required
by law, the department shall prescribe by rule the general
methods and details of accounting for the receipt and
disbursement of all money belonging to gevernmental local
government entities referred--to--in--ehits--part and shall
establish in those offices general methods and details of

accounting. All qovernamentat local government entlity

officers shall conform with the accounting standards
prescribed by the department.”
Section 5. section 2-7-505, MCA, is amended to read:
*2-7-505. Audit scope and standards. (1) Each audit
shat+ must be a comprehensive audit of the affairs of the

governmentat local government entityr-tneluding—-comment——on
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the--batance——sheety--resutes—ef-operationsy-compitiance-with
state--statutes———and---requiationay---recommendatcions---for
tmproavementy and any-other-comments—desmed-poreinant-by-—the
auditory-tneiuding-his--expression--of--opinion--as--ts--the
adequacy-of-the-financtat-presentationss
t2y--Bach--such-—andit--required--shatt nmust be made in
accordance with generatiy--aceepted--govarameneatr auditing

standards and in accordance with federal regulaticns adopted

by the department by rule.

{2) The department, with cooperation from state

agencies, shall prepare a 1local government compliance

supplement that contains state and federal regulations

applicable to local government entities."

Section 6. sSection 2-7-506, MCA, is amended to read:

"2-7-506. Aundit by independent asesuntant-or auditor.
(1) in-tieuv-of-the-andits-reguired-cf--the--departments——the
The department mayr-with-the-consent-cof-or-ace—the-requesc-of
the--respeceive-—governmentat—-—entitiesy——contract--sut-such

prepare and maintain a roster of independent auditors

authorized to conduct audits with--a--pubtie--accountant—-or

£irm--of--public-accountants-wha-are-ticensad-under—the-iaws

of-Meontara of local government entities. The roster must be

available to local government entities subject to the

reporting requirements of 2-7-503. Phe-duration-of-such-an

avdit-contract-musc—be-set-forth-in-the-contract—and-may-noe
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exceed-~3-—yeat:--but—-the——contract-—may-—be——extended———an
additienal——2——years——upon——the—-request-eE—the—gevernmeneai
entieys

(2) The department, IN CONSULTATION WITH THE BOARD,

shall estabitsh adopt rules governing the administration—of
the—-coneraets——between-—the-—department7—-the-—-independent
aceountant/audéter7-—and——the—-governmentai——entitieST-These
rutes-shaii-inciude-but-not-be-iimitad-ta;

{a) establishment-ef criteria for the selection of the
independent accountant/auditar auditor;

(b) eentract—-~—-form---and-——contant procedures and

gualifications for placing applicants on the roster; and

(c) standards~of-audét-~end~"repotting procedures for

reviewing the qualifications of independent auditors on the

roster to justify their continuance on the roster; and

{d) fees payable to the department for application for

placement on the roster.

{3) _an audit made by an independent auditor must be

pursuant to a contract entered into by the governing body or

managing or executive officer of the local government. The

department must be a party to the contract and the contract

may not be executed until it is signed by the department,

All contracts for conducting audits must be in a Eorm

prescribed or approved by the department.

(4) The department shall notify the local government
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entity of a required audit, the date the report is due, and

the requirement that the local government entity, the

independent auditor, and the department must be parties <o

the contract.

(2 If a local government entity fails ro present a

signed contract to the department for approval within 90

days of receipt of the audit notice, the department shail

designate an independent auditor to perfocrm the audit. The

costs incurred by the department in arranging the audit must

be paid by the local government entity to the department in

the manner of other claims against the local government

entity."

Section 7. section 2-7-507, MCA, is amended to read:
"2-7-507., Duty of officers to aid in audit. The

officers and employees of the governmental local government

entities referred to in this part shall afferd provide all
reasonable facilities for the deparemenets aydit and shall
furnish all information to the departmene-under-cath-in-a

manmer-presceribed-~by-—-the--department independent auditor

necessaty for the conduct of the audit."

Section B. Section 2-7-508, MCA, is amended to read:

"2-7-508. Power to examine books and papers. The

deparement independent auditor may examine any books,

papers, accounts, and documents in the office or possession

of any governmenta} local government entity referred--to--in
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this--part and--may--send-for-persons-se-papers-and-examine
under-oath-any-person-concerning-them."
Section 9. Section 2-7-511, MCA, is amended to read:
=2-7-511. Access to public accounts -- suspension of
officer in case of discrepancy. (1) The deparsment

independent auditor may count the cash, verify the bank

accounts, and verify all accounts of a public officer whose

accounts i+ the independent auditor is examining under law.

(2) 1If an officer of any county, city, town, school, or

other govermmental local government entity refarred-——to-—in

thia--part refuses to eaecord--the--deparement provide the

independent auditor access during an audit of the officer's

accounts te his cash, bank accounts, or any of the papers,
vouchers, or records of his office or if the deparement

independent auditor finds a shortage of cash, the department

independent auditor shall immediately file a preliminary

report showing the refusal of that officer or the existence
of the shortage and the approximate amount of the shortage
with the respective county, city, or town attorney and the

governing body of the governmentai local government entity.

(3) Upon filing of the statement, the officer of the

local government entity shall immedratety after notice and

the opportunity Ffor a hearing be suspended frem the duties

and emoluments of his office and the governing body of sueh

governmanta: the local government entity shall appoint some
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qualified person to the office pending completion of the
audit.
{4) Upon the completion of the audit by the department

independent auditor, if a shortage of cash existed 1in the

accounts of the officer, the éeparement independent auditor

shall #ite——with potify the governing bedy of the

governmentat local gqovernment entity a-fénat-repert of the

sudiey-ashowing——the shortage. The-—-governing--body--shaiis
within-—i0--cdays—-after-che-fiting-cf-the-deparementia-£inat
report-of-the—aundier-set--a--date——and--time——for--a--£format
hearing--to--test--the--accuracy--af-the-£inat-repert-of-the
audie-and-give-notice-af-the-hearing-to-the-officers

{5) If the governing body Einds that a shortage exists
and that the officer suspended is, by act or omission,
responsible for the shortage, the officer's right to the
office is forfeited and the report cf the audit shall be
referred to the county attorney.”

Section 10. section 2-7-512, MCA, is amended to read:

n2-7-512., Exit review conference. Upon completion of
the--fietd--werk--of each audit, the in-charge independent
auditor is required to hold with the appropriate officials
an exit review conference in which the audit results shaii
must be discussed."

Section 11. section 2-7-513, MCA, is amended to tead:

"2-7-513. Content of audit report and financial report.
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(1) The audit reports shall contain-But-are-net--limiced--eo
the-faitowing=-
tt4--financiat---secaremanta-——thae-—-conform———with--the
generaliy-accepted-gavernmentai--accounting--principtes--and
whiehr--insofar—--as-possibier-present-the-finanetat-posittion
and-resuits-of-financiat-operacions—£for——sach-—-fund--of-——the
gevernmentar-entreys
t24~—an—-sxpressien--of-—opinisn—regarding-the-Einaneia
statementaz-taken—-as—g-whoter—or-an-assection-to—the--effece
thac-an-epinion—cannot-be-expressed--When-an-everati-opinten
cannoct-be-expressedy-the-reasons-therefor-shoutd-be-staced:
t3y-—-—a-—-statement-—that-previousiy-noted-deficiencies-or
vrecommendations-contained-in-—previcus——audie—--teports——have
bean--acted-—-upon--by-adoption—-as-recommended;-adoption—with
modification;-or-rejecscion;-and
t4¥--discrtosure-of-any-tack—-of--compiiance--with--state
statuces-——or-—-regutationsy;—--as-——weiti—-as—-—any--operating
defictencian-gr-recommendations-for-tmprovement comply with

the reporting requirements of government auditing standards

issued Dby the O.S. comptroller general and federal

regulations adopted by department rule.

t2) The department shall prescribe general methods and

details of accounting for the financial report for local

government entities other than schools. The financial report

must be submitted in a form required by the department. The
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superintendent of public instruction shall prescribe the

general methods and details of accounting for financial

reports for schools.”

Section 12. sectisn 2-7-514, MCA, is amended to read:

"2-7-514. {Temporary) issuance--and--£itimg Filing of

audit report and financial report. (1) Within-1206-days-afeer

the-compleeiton-of-che-fietd-works-the-deparement-shati-irssus
Compieted audit revnorts as-foiiows:
tar——county——gudtt-——reports—to-county—commrastonerar—cha
cobnty-eterk—ana-recordery—and-the-county-attornar~
thi-~-etey-—ap-bayn-mudic-repoarbs-——ro—-bhs-—mtby——mu—cemwn
qaverning--bedyy—-the-—stty-or-town-chtef-financiat-officers
che-cteyY-or-town-chief-—axecutiver——and-—che--etty-—-dr-—town
attorneys;
tey~—nshast—-diseritet-audic-reports-+o-rthe-truseasss—che

caunty-superintendent-of-acheeisr-the must be filed with the

department. Completed financial reports must be filed with

the depar tment as provided im 2-7-503(1). The state

superintendent of public instructions-the--esunty--attorneys
and-tha~-sipprk-af-the-schoci-distriets
tédy-—achoel--districe-extracurricntar-fund-audic-rapores
to-the~trusteesr-the-cogney-superintendenr-af--schesatsy;-——the
spata-—superintendent-~of-—publite-—-itnstruckiony--the-—-county
acterneyr-and-the-fund-adminiscravrers

tey-—~fira-—disepict——or--votunteer-fire-department-audit
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reports-to-the-trusteesr-the-county-atborneyr-and-the--cierk
and——recorder--of--the--souney-in-which~the-fire-districk-or
fire-department-ia-teecated;

tfj-—conservancy-district-audit-reporta—to-the-board--of

directersry-—-the---department---of-—--naturai--ressurces——and
conservatton;---—che~~—district---—sourty-—-—and-—-the—---county
aresprney{sy,

tgy-~fire-department-relttef-asscetation-avdie-reports—-to
che-tfustess;—the-ctby-ar—town-attorneyr-and-the-——respective
Erey-or—toOwWn- S etk

+thi--terigabion-—-distrimr-——andib—reportas-to-tne—board-of
commisstenarssorRe - ——QISCEISt-——EaRrEr———aAnd-——thE-—-COUREY
artorneytsys-and

44t pemetery-—district--Audit--reporta--to-the-board-of
camatapry——prustasny-—the-——diseriee-—courcy--and--the-—-county

stesrney shall file with the department a list of school

districts subiject to audit under 2-7-503(3). The list must

be filed with the department within & months after the close

of the fiscal year.

(2) At the time the financial repert is filed or, in

tne case of a school district, when the audit report is

filed with the department, the local government entity shall

pay to the department a filing fee, The department shall

charge & filing fee TO ANY LOCAL GOVERNMENT ENTITY REQUIRED

TO HAVE AN AUDIT UNDER [SECTION 3], WHICH FEE MUST BE based
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upon the costs incurred by the department in the

administration of thig part, THE FILING FEES FOR SCHOQOL

DISTRICTS REQUIRED BY THIS SECTION MUST BE PAID BY THE

SUPERINTENDENT OF PUBLIC INSTRUCTION FROM THE FUNDS

APPROPRIATED FOR STATE EQUALIZATION AID A5 OUEFINED IN

20-9-343, The department shall adopt the fee schedule bv

rule based upon the local government entities' revenue

amounts.

t23(3) Aarr <Lopies of the completed audit and financial

reports +asued-by must be made available by +the despartment

and the local government entity are-ts-be-maintained-en-fiie

at-an-appropriate—iacation-and-open~te for public inspection

during regular office hcurs. (Terminates June 30, 1991--sec.

6, Ch. 140, L. 1989.)
2-7-514. (Effective July 1, 1991) Issuance-and-ftitng

Filing of audit report and financial report. {1) Within--128

days--after-the-compietion-of-the-fieid-worky-the-deparemant
shati-tssue Completed audit reports as-foiiowss

fay-—eotunty-aundtt-—reportes-eo~sounty-—coammiastonera;—~che
cannty-cierk-and-recordery-and-the-sounty-ateorneys

thy--city--or--town--audtt--reports——-ta-the-—city-or—town
geverning—medyr-che-civy-er-town--chitef--finamctat--otficers
che--ecthy-—or--town--chief--executives--and-the-ctty-ser-rown
attorneys

tey-~schoot-district-andrt-reporta-to-the-trusteesy;——the
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county-superintendent-of-schoolsy-the must be filed with the

department. Compieted financial reports must be filed with

the department as provided in 2-7-503(1). The state

superintendent of public instructiony-the-county-zttorneys
ard-the-etark-nf—rhe-schoot-districes

fdy-—sehoei-district-extracurricuiar-fund-audit——reports
to-—the-——trpstessy-the-county-superintendent-sf-scheotar-the
atare--superintandene-~of--pubtic--inatrucrions-~the--ceunty
ateornay;-and-che—fund-admintsrraters

tei-—fire-district-sr-vetunteer—-fire—-department-—audtte
repcrts—-to—the—trustees7—the—canntv—uttotnev:—and—ehg-cierk
and-racsrder-sf-the-eountyv-tn-which-~tha-—fire--district--or
fise—department-—is-tocateds

tfy--eonservancy--disteiee—andit-reporca-to-the-board-of

directer:7——the—-aeparement———cf———ﬂaburai--—rc:cufces——-and
conservationr-——the---disrricr-——courty---and-——the---county
attotneyisys

tgy--fire-department-retref-assecitation-andit-reports-to
the—-trusteesr-the—city-er—tcwn—attorneyr—end—the—respectéve
ctey-or-town-cierkr—and

thi--irrigarien-diatrict-audit-reperes-to-the—-board--of
commisstenepras~—-—she-——distrrict-——-court;——-and-—--the-—county

attarneaytsd shall file witn the department a list of school

districts subject 2 audit under 2-7-503(3). The L1:3T must

be filed with tne department within 6 months after the close
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of the fiscal year.

{2) At the time the financial report is filed or, in

the case ©f a school district, when the audit report is

filed with the department, the local government entity shall

pay to the department a filing fee. The department shall

charge a filing fee TO ANY LOCAL GOVERNMENT ENTITY REQUIRED

TQ HAVE AN AUDIT UNDER [SECTION 3], WHICH FEE MUST BE basea

upon the costs incurrea by tne department 1n  the

administration of this part. NOTWITHSTANDING THE PROVISION>

OF  20-9-343, THE FILING FEES FOR SCHOOL DISTRICTS REQUIREL

BY THIS SECTION MUST BE PAID BY THE SUPERINTENDENT OF PUBLIC

INSTRUCTION FROM THE STATE EQUALIZATION AID ACCOUNT. Tue

department shall adopt the fee schedule by rule pased upcn

tne ilggal government entitled’ revenue amouncs.

¢2¥(3) Aitr Copies of the completed audit and £inancia.

reports issued--by must be made gvailable by the deparcment

and the loca. government entity are-to-be-maintatned-on~Fire

ac—an-appropriate—tacacron—and-epen-+e for public inspection

during regular office hours.

{4) THE DEPARTMENT IS AUTHORIZED UNDER THIS PART TO

CHARGE A SURCHARGE ON THE FILING FEE TO GENERATE THE

NECESSARY REVENUE TC REPAY THE GENERAL FUND LOAN OVER A

5-YEAR PERIOD."
Section 13. Secticn 2-7-515, MCA, is amended to read:

"2-7-515. Actions by governing bodies. (1) Upon receipt
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of the audit report, the governing bodies of each avdited

local government entity shall review the contents and within

30 days shall notify the department in writing as to what
action they plan to take on any deficiencies or
recommendations contained in the audit report. If no
deficiencies or recommendations appear in the audit repeort,
notification shait is not be required.

{2y Notification to the department shall include a
sratement by the governing bodies that ncted deficlencies OT
recommendatrions tor improvement have been acted upon by
agoption as recommended, adoption with medification, or

releccion.

{3) The local government entity shall adopt measures to

correct the report findings and submit a copy of the

corrective action plan to the department and, if the local

government entity is a4 school district, shall alsc send a

Ccopy t&  the superintendent of public instruction. The

gepartment shall notify the entity of the acceptance c¢f the

corrective measures. If the department and the 1local

government entity fail to agree, a conference between the

parties must be held, Failure ro resglye findings or

implement corrective measures shall result in the

withholding of financial assistance in accordance with rules

adopted by the department pending rescluticn or compliance.

t31(4) In cases where a violatiaon of law or
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nonperformance of duty is found on the part of an officer,
employee, or board, the officer, employee, or board must be
proceeded against by the attorney general or county. city,
or town attorney as provided by law., The county, city, or
town attorney shall report to the department witnin 3U days
after receiving the audit report from the department the
proceedings instituted or to be instituted reiating to the

viclations of law and nonperformance of duty. If cthe county,

city, or town attcrney fails or refuses Lo prosecute the ’

case, the department may empitey-man refer the case to the

attorney general to prosecute the case at the expense of the .

respective—governmeneatr local government entity.”

Section 14. sSection 2-7-516, MCA, is amended to read:

"2-7-516. Audit fees, (1) The compensation to the

independent auditor for conducting an audit must be agreed

upon by the governing body or managing or executive officer

of the local government entity and the independent auditor

and must be paid in the manner that other claims against the

local government entity are paid.

t¥}(2) The departmene-shaii-charge compensation for an

audit fees-based-upen-the-costs-incurred conducted by the
department tn-the-admintstration-of-this-parts
t24--At¥~--apdit--fess-perein-provided-anatr must be paiad

by the gevermmenta: local government entity to the state

treasurer and be deposited in an enterprise fund to the
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credit of the department.
t3r-—Phe——department--may--—submie-——a-——biitt-——to———the
governmentat--entivty——based-npon-the-estimared-percentage-of
compietion-ef-any-audits-Fhe-govermmentai-encity-—-must--make
payrent-within-66-days—-of-recetving-a—-biii:"
Section 15. section 2-7-517, MCA, is amended to read;

"2-7-517. Penalty. (1) When a local government entity

has failed to file a repocrt as required by 2-7-503(1),

UNLESS AN EXTENSION HAS BEEN GRANTED BY THE DEFARTMENT FOR

CO0D CAUSE SHOWN, or to make the payment reguired by

2-7-514(2) within 60 days, the department may issue an order

stopping payment of ary state financial assistance to the

local government entity or may charge a late payment penalty

as adopted by rule, Upon receipt of the report or payment of

the fiiing fee, all financial assistance that was withheld

under *this gection must be released and paid to the local

government eatity.

{2) When a govermmeneat local government entity has

failed to make payment as required by 2-7-516(1) within &0
days of receiving a bill for an audit, the department may
issue an order stopping payment of any state financial ajd

to the governmenmea:r local government encity. Upon payment

for the audit, all financial aid tnat was withheld because
of faiiure to make payment snaii must be released and paid

to the gévernmentatr local government entity."”
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Section 16. section 2-7-518, MCA, is amended to read:
"2-7-518. Deposit of aud+e fees. All aundit fees

received from geversamentat local government entities after

June 10, 1981, shall be deposited in the enterprise fund to
the credit of the department cf commerce for administration
of Title 2, chapter 7, part 5."
Section 17. section 2-7-521, MCA, is amended to read:
"2-7-521, (Temporary) Publication. (1) (a) Except-as
provided-in-subsectien-t3ys-afeer After the expiration of
the 30-day pericd provided for in 2-7-515(1), the department

local government entity shall send a copy of she-generatl

comments-sectron-of each audit report to a newspaper of

general circulation in the area of the ilocal government

entity. However, the-generatr-comments-sestian—-of each county
audit report must be sent to the official newspaper of the
county.

(by For an audit report of a recal-government-entity
provided-~for--in--2-7-583fttay--or--+3{hby county or an

incorporated city or town, the deparemene county, city, or

town shall send t& the appropriate newspaper a copy of a
summary of significant findings regarding the audit report.
The summary, which may not exceed B800 words, must be

prepared by the auditing-agency or-£irm independent auditor

and contain a statement indicating that it is only a summary

and is not intended to be used as an audit report.
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(23 For an audit report of a tocai-government-entity
previded--feor--in--2—-7-583¢t13tay-——-or-—-t+13tdy county or

incorporated city or town, a newspaper 1is required to

publish only:

fa) the summary of significant f£indings provided for in
subsection (1}(b); and

(b) a statement to the effect that the audit report is
on file in its entirety and open to public inspection,

{3) For an audit report of a local government entity
provided-far—in-2-7-583t¥tey-throngh-+3+t++ other than a

county or incorporated city or town, the newspaper is

required to publish only the statement provided £for in
subsection (2}(b) and a statement providing that the audited
local government entity will send a copy of the audit report
to any interested person upon request. A-cepy-of-rhe-audit
repart--mast--be--sent--to--the--pewspapar—-pubiishing---the
statemencss

(4) Publication costs must be borne by the audited

governmentatr local government entity. (Terminates June 30,

1991--sec. 6, Ch, 140, L. 19a9.)

2-7-521. (Effective July 1, 1991} Publication. (1} (a}
Except-as-—-provided—-in-—subsection--{t3y;-—after After the
expiration of the 30-day pericd provided for in 2-7-315(1),

the deparement local government entity shall send a copy of

the-generat-comments-section-~ef each audit repcrt to a
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newspaper of general circulation in the area of the local

government entity. However, the-general-commants-seckion--sof

each county audit report must be sent to the official
newspaper of the county.

{b) Por an audit report of a ioecatr--geversment——entity
previded--for--rn-—2-3-583{ytay-~or-~t:3thy county or an

incorporated c¢ity or town, the deparemenms county, city, ot

town shall send to the appropriate newspaper a copy of &
summary ©of significant findings regarding the audit report.
The summary, which may not exceed 800 words, .aqust be

prepared by the auvditing-agency or-firm independent auditer

and contain a statement indicating that it is only a summary
and is not intended to be used as an audit report.

{2) For an audit report of a iecai--government--egntctty
provided---for---in-—-2-F7-583tt¥tay---or-—-tx¥tby county cr

incorporated city or town, a newspaper is required te

publish only:

{a) the summary cf significant findings provided fcr in
subsection (l){b): and

(b} a statement to the effect that the audit report is
oen file in its entirety and open ko public inspection.

(3) For an audit report of a local government entity
provided--for--in--2-7?-583titcy-through-ti¥tht other than a

county or incorporated city or tcwn, the newspaper is

required teo publish only tne statement provided for in
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subsection (2)(b) and a statement providing that the audited
local government entity will send a copy of the audit report
to any interested person upon request. A-copy-of--the--audit
repcrt—-—mustnwbe—-sent—-tc"—the——newspaper——pubiishing——the
statementsar

{4) Publication costs must be borne by the audited

gevernmentat local government entity.”

NEW SECTION. Section 18. Report review. (1) The
Jepartment shall determine whether the oprovisions of this
part have been complied with by the independent auditor.

{2}y Upcn receipt of tha andi+ repart from the local
Jqovernment entity the department shall review the report. If
the department determines the reporting reguirements have
net been met, the department shall notify ctche local
government entity and the independent auditor submitting the

repcrt OF THE SIGNIFICANT ISSUES OF NONCOMPLIANCE. The

notification must include i{ssuance of a statement of
deficiencies by the department. The department shall ailow
the independent auditor 60 days to correct the identified
deficiencies.

(3) If the corrections are not made within 60 days of
tne department's notice, the department shall notify the
socal  government  entity that che report has not heen
vecesved. Tailure tc submit a repert shail result  in  the

withholding of payment of the audit fee pending resclution
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of the identified deficiencies or receipt of a corrected
raport.

(4) Upon review of the report, if the department
determines the independent auditor has issued a report that
fails t2 meet the auditing standards referred to in 2-7-513
cor contains false or misleading information, the department
shall notify the board.

{5} The department shall review the audit réeporee
findings and the response of the governing body or executive
or managing officer of the local government entity submittec
under 2-7-515. When the findings concern financial
assistance, the department shall notify the state agency
that 15 responsible for disbursing the state or federal
funding.

{6) The department must have access in its office to
the working papers of the independent auditor.

Section 19. Section 3-5-902, MCA, is amended to read:

"3-5-902. Fiscal administration for payment of court
expenses. The department of commerce shall:

{l} establish procedures for disbursement of funds for
payment o©of district court expenses listed in 3-5-901,
including prorating of those funds i1f they are insufficient
to cover all expenses listed in 3-5-501; and

(2) develop a uniform accounting system 1nh accordance

with 2-7-504 for use by the counties in reporting court
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expenses at a detailed level for budgeting and auditing
purposesy—and

t3y--provide-—for--annuat-—anditing--of-—districe-—conre
expenses-—-to—-assure-—normai--operations--and-constaceney-in
reparting-of-expendieures.”

Section 20. section 7-6-2352, MCA, is amended to read:

"7-6-2352. State grants to district courts -- rules.
(1) The department of commerce shall make grants, to the
extent funds are available after expenses provided for in
3-5-301 are funded, to the governing body of a county for
the district courts for assistance, as provided 1in this
section.

{2) The governing body of a county may apply to the
department of commerce for a grant by filing a written
request on forms provided by the department by July 20 for
the previous fiscal year unless the department grants a time
extension upon request cf the county. In its request for a
grant, a county must certify that:

{a) all expenditures from the district court fund have
been lawfully made;

(b} no transfers from the district court fund have been
or will be made to any other Eund; and

(c) no expenditures have been made from the district
court fund that are not specifically authorized by 7-6-2511

and 7-6-2351,
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{3) To the extent funds are available, the department
of commerce shall award a grant if the county's district
court expenditures for the previous fiscal year exceeded the
sum of:

(a) the product of the maximum mill ievy authorized by
law for district court purposes, whether or not assessed,
multiplied by the previous year's taxable valuation of the
county; and

{by all ravenues, except district court grants,
required by law to be deposited in the district ceourt fund
for the previous fiscal year.

(4) Eligible court expenditures for grant purposes
include all costs of the county associated with the
operation and maintenance of <the district court, Erom
whatever fund paid, except costs for building and capital
items and library maintenance, replacement, and acquisition.

(5) The department of commerce shall notify each
eligible county as soon as possible of its intention Lo
award a grant to that county and the amount of the award.

(6) The grant received by the county shall be placed in
the district court fund.

(7) Afeep--ati--granta-—-are-—-awarded;-the-department-of
commerce--shaii--audit--each-—approved--grant--requeser——Fhe
department-shaii-charge-each-county--receiving--a—-grant--an

audte--fee-—-in--the--same-——amount--as--the-esata-rncurred-in
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conducting-the-audies

t8y If the an audit ef--a--granc--recipient conducted

pursuant to 2-7-503 discloses that the recipient received a

grant in excess of the amount for which it was eligible, the
recipient shall repay the excess to the department of
commerce. The department shall rediscribute any repaid
excess amcunts to the other counties that received grants
from the appropriation from which the overpayment was made,
6n  the same basis as the original awards. No county is
eligibie far a district court grant 1f it owes the
department a refund of a prior year's overpayment.

t3¥(B) The department of commerce shall prescribe rules
and forms necessary to effectively administer this section.
The dJdepartment may require a county to provide any
information considered necessary for the administration of
the program.”

Section 21. Ssection 7-6-4113, MCA, is amended to read:

"7-6-4113. Filing of annual Financial statement, (1)
The city or town clerk must, within 120 days following the
c.ose of each fiscal year, <transmit one copy ©of the
Statement to the department of commerce and must present the
other copy te the city or town council or commission.

{2y If a city or town clerk fails to file a copy of the
stdtement with the department within the tire specified, the

department, without delay, shall examine the bocks, records,
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and accounts of the city or town, The department shall make
from its examination a statement of the financial condition
of the city or town for the preceding Fiscal year in the
manner 1t should have been made by the city or town clerk.
The examination shall be considered a special audit under
the provisions of subsections <{4}--amé& (5) and (6) of
2-7-503, and all of the provisions of subsections +t4¥--and
(5} and (6) of 2-7-503 apply to it."

Section 22. section 19-11-204, MCA, is amended to read:

"19-11-204. Andit Review and report by board of
trustees. The board of trustees of the association shall
and++ review the accounts of the association at least every
6 months and shall report the condition of them at the next
regular meeting of the association,"

Section 23. Ssection 19-11-205, MCA, is amended to read:

®19-11-205. Annual report of secretary and treasurer to
assoclation and state auditor. The secretary and treasurer
of the association shall annually prepare a detaried report
of its receipts and expenditures for the preceding year in

accordance with 2-7-503, showing to whom and fcr what

purposes money has been expended. They shall file the report

with the association, the department of commerce, and a

duptt+eate-of-tt~with the state auditor. Ne-meney Money may
not be paid to the treasurer of the association until the

report is filed."
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Section 24. sSection 20-9-203, MCA, is amended to read:

®20-9-203, Examination of district accounting records.
tty The accounting reccrds of all first-, and-sscond-ciass
sehosi~-districes second-, and third-class school districts
that-—matneain-—a--atgh—-scheot--shatt must be audited in

accordance with 2-7-503. The trustees of the district shall

file a copy ©of the completed audit report with the

department of commerce, the superintendent of public

instruction, and the county superintendent.

+24+—-Annuaiiy-ané-at-such-seher-times~-as-direcrad-py-the
board--of-—-ceunty—-commissroners--or-—trustessr—-the-—county
auditer--sr——the-—-connty--treasurer-—tf--there--itn-ne-eounty
apditor—-shati--—audit-~-che—-acesunting---records-—~--sf---sach
third-class-~district——that-does-nat-maineain-a—high-scheots
Such-diatrict-shati-detiver-ati-accounting--recorda—-to—-the
anditing-county-officint-no-itater-than-duty-5-for-the-aundit
of——the--finametat--activity-—of--the-—iast-comptered-schoot
fiscri-yenr.-Phe-auwdieing-county-offrciat-sheit-examine-—the
accounting-records;-prapare-an—audte-reparer-ands
tat--return-—the--accounting--records—to-che-districe-no
tater-than-auguse—:5-
tbi-~-send-a-copy-sf-the-andit-report~es~ehe-chatrman--of
the—trustasa-—-and
tey-—fite---copres---of---tne---apdtt--repert——with-—the

superintendent——--of———pubite-——itnstructiony————the——-—-county
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superintendeney-and-the-ecounty-cterk-and-recorders"

Section 25. section 20-9-213, MCA, is amended to read:

"20-9-213. Duties of trustees. The trustees of each
district shall have the sole power and authority o transact
all fiscal business and execute all contracts in the name of
the district. No person cther than the trustees acting as a
governing board may expend money of the district. 1In
conducting the fiscal business of the district, the trustees
shall:

{l) cause the keeping of an accurate, detailed
accounting of all receipts and expenditures of school money
for each fund maintained by the district in accordance with
generally accepted accounting principles and the rules
prescribed by the superintendent of public instruction. The
record of the accounting must be open to public inspection
at any meeting of the trustees.

(2) authorize all expenditures of distriect money and
cause warrants to be issued for the payment of lawful
obhligations;

(3) issue warrants on any budgeted fund in anticipation
of budgeted revenues, except that the expenditures may not
exceed the amount budgeted for the fund:

(4) invest any money of the district, whenever in the
judgment of the trustees the investment would be

advantageous to the district, by directing the county
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treasurer to invest any money of the district in direct
obligations of the United States government; in savings or
time deposits in a state or naticnal bank, building or loan
associaticon, savings and leoan association, or credit union
insured by the FDIC, FSLIC, or NCUA located in the state; or
in a repurchase agreement as authorized in 7-6-213. All
interest collected on the deposits or investments must be
credited to the fund from which the money was withdrawn,
except that interest earned on account of the investment of
money realized from the sale of bonds must be credited to
the debt service £fund or the Dbuilding fund, at the
discretion of the board of trustees. The placement of the
investment by the county treasurer is not subject to ratable
distribution laws and must be done in accordance with the
directive from the board of trustees. A district may invest
money under the state unified investment program established
in Title 17, chapter 6.

(5) cause the district to record every transaction in
the appropriate account before the accounts are closed at
the end of the fiscal year in order to properiy report the
receipt, use, and disposition of all money and property for
which the district is accountable;

(6) report annually to the county superintendent, not
later than August 1, the financial activities of each fund

maintained vy the district during the last completed school
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Eiscal year, on the forms prescribed and furnished by the
superintendent of public instruction. Annual fiscal reports
for Joint school districts must be submitted to the county
superintendent of each county in which part of the joint
district 1s situated.

{71 whenever requested, report any other fiscal
activities to the county superintendent, superintendent of
public instruction, or board of public education;

{8) cause the accounting records of the district to be
audited birenntatiy as reguired by 2-7-503; and

{(9) perform, in the manner permitted by law. othe-
fiscal duties that are in <the best interests of the
district."

Section 26. section 20-10-202, MCA, is amended to read:

"20-10-202. Records, reports, and reviewsy-and-andies.
{1) The superintendent of public instruction shall prescribe
regulations for keeping the financial and commodity records
and making reports on school food services operated by a
district. The financial records shat--atways must Dbe
available for inspection and audir by federal and state
officials authorized by law or contract to perform audits
and shait be preserved for smeh the period of time, not to
exceed 5 years, as the superintendent of public instruction
may prescribe.

(2} The superintendent of public instruction shall
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conduct or cause to be conducted the aundits;y inspectionss
and administrative reviews of the financial records and the

operation of school food services.,”

NEW SECTION, SECTION 27. ESTIMATE OF COST SAVINGS. THE

GOVERNCOR SHALL INCLUDE IN HIS PROPOSED BUDGET SUBMITTED TO

THE S53RD LEGISLATURE AN ESTIMATE OF COST SAVINGS TQ STATE

AGENCIES RESULTING FROM THE IMPLEMENTATION OF [THIS ACT].

NEW SECTION. SECTION 28. INTERFUND LOAN FROM  THE

GENERAL FUNCD. COSTS INCURRED BY THE DEFARTMENT OF COMMERCE

DURING FISCAL YEAR ENDING JUNE 30, 1992, IN ADOPTING RULES

TC _IMFLEMENT  {THIS ACT] _AND IN PREPARING FOR THE

IMPLEMENTATION OF [THIS ACT], up TO THE AFPROVED

APPROPRIATION FOR THIS PURPOSE, ARE TO BE FUNDED BY AN

INTERFUND LOAN FROM THE GENERAL FUND THAT MUST BE REPAID

OVER A 5-YEAR PERIOD FROM THE REVENUES FROM THE FILING FEES

PROVIDED FOR IN [THIS ACT],

NEW SECTION. Section 29. codification instruction.
[Secticn 18] is intended to be codified as an integral part
of Title 2, chapter 7, part 5, and the provisions of Title
2, chapter 7, part 5, apply to [section 18].

NEW SECTION. Section 30. Effective date -
applicability. (1) Except as provided in {(2), [this act] is
effective July 1, 1992, and applies to the fiscal year

ending June 30, 1992.

(2) The department of commerce may adopt rules to
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implement [this act] to become effective July 1, 1992,

NEW SECTION. SECTION 31. TERMINATION  DATE. SECTION

2-7-514(4), AS ADDED IN [SECTION 12], TERMINATES JUNE 30,

1997,

—-End-
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