
HOUSE BILL NO. 328 

INTRODUCED BY COBB, JERGESON, GRINDE, KEATING, KADAS, 
PAVLOVICH, SVRCEK 

BY REQUEST OF THE LEGISLATIVE AUDIT COMMITTEE 

JANUARY 21, 1991 

JANUARY 22, 1991 

FEBRUARY 21, 1991 

FEBRUARY 22, 1991 

MARCH 5, 1991 

MARCH 6, 1991 

MARCH 7, 1991 

MARCH 8, 1991 

MARCH 20, 1991 

MARCH 22, 1991 

MARCH 23, 1991 

APRIL 8, 1991 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON LOCAL GOVERNMENT. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 96; NOES, O. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON FINANCE & CLAIMS. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 47; NOES, 0. 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 

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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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 OF THE STATE OF MONTANA: 

Section 1. Section 2-7-501, MCA, is amended to read: 

"2-7-501. Definition. Unless the context regui res 

otherwise, in this part, the following definitions apply: 

(1) ''Audit'' means a fi~ancial audit and includes 

financial statement and financial-related audits as defined 

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

comptroller general. 
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ill 11 Board 11 means the Montana board of Eublic 

accountants provided for in 2-15-1866. 

ill lldepe:r-tment.u 11 Department 11 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 .s._rants, 

contracts~operative 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 responsible for identifying the 

source of funds awarded to recipients. The recipient is 

responsible for identifying the source of funds awarded to 

subreci.E_ients. 

lEl__ __ Fin~ncial assistance does not include direct 

feder:?)~2 _ ____§_!_ate, 

individuals. 

~_s,_r _____ ~(;?Cal government cash assistance to 

(5) "Financial report'' means a E_resentation of 

schedules that reflect a current financial position and the 

operating result~ for the 1-year reporting perio~-~ 

1__6J. 11}n,c!_ep~_~_9ent audi toE__~·- ~eans: 

-2- INTRODUCED BILL 
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(a) a federal, state, or local government auditor who 

meets the standards specified in the government auditing 

standards.L...£!_ 

(b) a oublic accountant who meets the standards in 

subsection~-

(7) (a) "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; 

(:i) is governed by a board, commission, or individual 

elected or appointed by the public or representatives of the 

p_ublic; 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 _d)str icts; 

{iii) counties; 

(iv) county housing authorities; 

(v) county road improvement districts; 

(vi} county sewer districts; 

(vii) county water districts; 

(viii) county weed control district~i 

(ix) drai~e distric~~ 
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(x) fire department relief assocl_~~Lo~?i 

(xi) fire districts; 

(xii} hospital districts; 

(xiii) incorporated cities or towns; 

(xiv) irrigation district~ 

(xv) mosquito districts; 

{xvi) municipal housing authority districts; 

{xvii) port authorities; 

(xviii) refuse disposal districts; 

(xix) rural improvement d~~tri~ts_1 

(xx) school districts including 

extracurricular funds; 

(xxi) soil conservation districts; 

a 

LC 1471/01 

district 1 s 

(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: 

"2-7-502. Aadit Short title -- purpose. (1) This part 

may be cited as the "State of ~9-~~an~!_n.9._le Audit Act". 

ill The parpe~e ~oses of the-aadit-ef-the-affairs--of 
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the-ge~ernmentc¼-entitie8-as-set-£erth-i~ this part ~hc¼½-be 

are to: 

(a) improve the financial mana_g_ement of local 

government entities with respect to federal, state, and 

local financial assistance1 

Du establish unifocm re_g_uirements foe financial 

reports and audits of local government entities; 

J.El ±n~ttre ensure constituent interests by determining 

that compliance with all appropriate statutes and 

regulations is accomplished,L 

{d) ensure that the financial condition and operations 

of the local government entities are reasonably conducted 

and reportedrL 

te} ensure that the stewardship of ~ttet'l local 

government entities is conducted in !u::1ch. a manner a~ to 

preserve and protect the public trust,~ and-to 

{f) ensu=e 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 

i..9..l__,e_rornote the efficient and effective use of audit 

resources." 

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

n2-7-503. (Temporary) Attdits Financial reports and 

audits of local governme~tar governm~~~ entities. {l) The 
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departme~t-shall-a~dit-the-affairs-of-all~ 

tat--eo~nties; 

tbt--ineo~~o~aterl-eities-and-towns-having--a--poptt½aeton 

eE--more--than-306-±n-the-most-reeent-eensus-taken-~nder-the 

direetion-of-eongre~s, 

tet--Eirst---end--9eeond-elass--sehoo¼---distriets---8nd 

thi~d-elass-sehoo¼-di~triets-that-m~intai"-e-high-sehoo¼; 

tdt--sehool--di~triet--e~traettrriettler--ftt~de--£0~-pttpil 

fune~ions7 

tet--¼rr±gat±on--distr±e~s,--exeept---a~---prov±ded---±n 

9ttbseetion-t~17 

tft--eonser~a~ey-distriets7 

t9t--£±re--d±st~iets--and--vo¼ttnteer-fire-departments-¼n 

ttnineorporated-arees,-towns,-and--~±%¼a9e~--sttpported--by--a 

mi¼t-¼evy,-exeept-as-provided-±n-stlbseet±on-t6t7 

tht--£±re--department--re¼±ef--a~soe±at±ons,--exeept--as 

pro~±ded-in-stlbseetion-t67;-end 

t±t--eemetery-d±str±ets, 

t~t--Eaeh--a~dit--~hall--be-made-e~ery-2-years-and-~nall 

eove~-the--immediately--p~eeed±ng--r--~±seal--year~--of--the 

9overnmentat governing body or managing or executive officer 

of a local gover~h!ent encity, ~nie~s--annttai-ettdits-are 

requested-by-the-g~ve~~mentar-ent±ty other than a school 

di~triC:._t ____ or a::,sc,,__~iated cooperative, shall ensure that a 

~anc_i....'.~.l.~~~~- is made ~~ear. 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 

e_eriod. The local government entity shall submit the 

financial report to the department for review. 

t3t--Eaeh-aHdit-shall-be-init±ated--not--late~--than--~4 

mon~h~-from-the-e½o~e-o£-the-E±9eai-year-£or-wh±ek-e~e-~~oit 

¼~-eond~eeeo. 

~2) The department shali prescribe a uniform reporti_!!_S. 

system for all local government entities subject to 

financial reporting reguirernen!~3 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 $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 1 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 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, 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 it 

regui~es 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. 

t4t~ 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 

go¥erflmentai 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 

~ 

t5till The fee for the special audit shall or review 

-8-
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must be a charge based upon the costs incurred by the 

department in tne--eond~et-0£-sueh relation to the special 

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

gove~"mental local government entity to the state treasurer 

and deposited in the enterprise fund to the credit of the 

department. 

t6t--tat-Bxeept--as--provided--in-s~bseetion-t6ttet,-the 

department-may-not-attdit~ 

tit--a-fire-0is~riet-which-has-an-annua½-b~dget-e£--less 

than-$i6 7 898-and-in-whien-£ire-proteetion-is-provided-sole~y 

by--a--£±re--eompany-eomposed-only-of-voiu~teer-firefighters 

or~anized-ttnder-T±t½e-7,-ehapter-33;-or 

t±it-a--fire--department--relief--assoeiat¼on--organized 

ttftder-~±t~e-¼9 7 --ehapter--¼¼7 --wh±eh--has--anftttal--reee±ptsT 

¼ne¼ttd±ng--earntngs-on-±nvested-fttnd~,-0£-¼ess-than-$%678867 

exeept-for-attdits-ae-provided-ttnder-%9-it-~06, 

tbt--S~eh-£ire-dietr±et-shall--ann~ally--£±le--with--the 

board--0£--eottnty--eo?Ml±ssioners--of-the-eottnty-in-whieh-the 

majority-oE-the-di~triet-±s-¼oeated-an-item±zed--aeeottnt--of 

a¼¼--reeei~ts--and--expend±tttres--£or-the-year,-s±gned-ttnder 

oath-by-an-o£fieer-o£-the-£ire--eompany--dee±gnated--by--the 

Eire-distr±et-trttsteeeo 

tet--The--board--0£--eottnty-eommiss±oners-may-reqttire-an 

annttal-attdit--to--be--eondtteted--by--the--departmeftt--i£--it 

eonsiders-stteh-attdit-to-be-±n-the-pttblie-interesto 
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tdt--Stteh---f±re--department--re¼ief--assoeiation--ehall 

anntta¼%y-Eile--with--the--mttnieipa¼ity--±n--wh±eh--the--£ire 

department-relief-aeeeeiation-is-¼oeated-an-±tem±zed-aeeottnt 

of--ali-reee±pt~-and-expenditttres-Eor-the-year,-s±gned-ttnder 

oath-by-an-o££ieer-des±gnated-by-the-fire-department--reiie£ 

as~oe±at±on-trtt~teeso-~he-m~nie±paiity-may-reqtt±re-an-annttai 

attd±t-to-be-eendtteted-by-the-department-if-it-eonsiders-etteh 

attd±t-to-be-±n-the-pttb¼±e-±nterest• 

tTt--tat-Exeept--as--pro~ided--in-sttbseet±on-tTttet,-the 

department-may-not-atid±t-an-±rrigation-distriet-with--annttai 

expenditttres--of-le~~-than-~3e 7 eee,-exeittd±ng-the-payment-o£ 

~rineipei-and-±nterest-on-federai-ioanso 

fbt--Stteh-±rrigat±on-distriet-shali-anntta¼ly--£±ie--w±th 

the--e¼erk--of-the-distriet-eottrt-in-the-eottnty-in-wh±eh-the 

ir~igation-di~triet-±s-ioeated-an-±temi~~d--eeeottnt--of--ai± 

reeeipt~-and-expendit~res-£or-the-year 7 -s±9ned-ttnder-oath-by 

an-offieer-de~ign~te6-by-the-±rrigatio~-di~triet-trttsteeso 

tet--The--d±striet--eottrt-may-reqtt±re-an-anntta¼-attd±t-to 

be-eondtt~ted-by-the-d@~artment-±£-±t-eens±der~-~tt~h-attOit-to 

be-±n-the-pnbiie-±ntere~t• 

tBt--tat-B~eept-ee-pro~~ded-i"--•~b•eet±on--tBttet,--the 

department--may--not--atldit--a-eemetery-d±~tr±et-w¼th-anntta¼ 

exp@ndittlres-of-l~~~-t~en-$~5 7 889 7 -e~elttrling-the-payment--o£ 

prine±pal-and-±nt~re~t-on-federal-±ea~~, 

tbt--Stteh-e~~~tery-d±~tr±et-~ho¼i-e"nttaily-£il@-witk-the 

-10-
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e¼er~--of--the--d±str±et--eottrt--in--the-eottnty-±n-whieh-the 

eemetery-d±striet-±s-¼oeated--en--±tefflized--eeeettne--0£--ati 

reeeipts-end-ex~end±tttres-£or-the-year,-s±gned-nnder-oath-by 

an-e£f±eer-desi9nated-by-the-eemetery-distriet-trttsteeso 

tet--~he--eoard--0£--eottney-eol'!'lffl±ss±oners-may-reqtl~re-an 

en~tla±-attd±t--to--be--eondtteted--by--ehe--de~artment--±£--it 

eons±der~---stteh---attd±e--eo--be--in--the--ptlbl±e--interesto 

(Terminates June 30, 1991--sec. 6, Ch. 140, L. 1989.) 

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

reports and audits of local ~overnmental government 

entities. (1) The departmant-shall-aadit-the-aEEair•-er-all~ 

tat--eottnt±es; 

tbt--±neorporated--eities--end-town~-havin~-a-popttlation 

of-more-than-368-in-the-most-reeent-eensn~-taken--ttnder--the 

d±reet±on-0£-eongre~~, 

tet--first----and---seeond-e±ass--~eheo¼--d±str±ete--and 

th±rd-e¼ass-~ehoo½-d±striete-that-ma±~tain-a-high-sehool; 

tdt--sehool-d±str±et--extraettrriettler--f~nds--for--ptlpil 

fnnetions; 

tet--±rrigat±on---d±striets,---exeept---as--provided--±n 

e~eeeetion-t~t; 

tft--eonservaney-distriete, 

tgt--fire-distriets-and-vo±ttnteer--fire--departments--in 

ttnineorporated--areas,--towns,--end--~±llages-snpported-by-a 

m±tl-levy,-exeept-as-provided-in-~ttbseetien-t6t;-and 

-ll-
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tht--£ire--department--relief--assoeiations,--exeept--as 

~rowided-i~-sttbseetio~-t6t, 

trt--eaeh-a~dit-shall-be-made-e~e~y-r--year~--and--shall 

eover--the--irM'lediately--preeeding--i--£iseal--years--o£-the 

governmental governing body or managing or executive officer 

of a local government entity, ttn±ess--annnai--attdit~--are 

~eqtlested--by--the--governmental--e~tity 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. 

t3t--Eaeh--audit--shall--be--in±tiated-n~t-later-than-~4 

month~-rrom-tbe-e½o~e-o£-the-£iseal-yeer-for-wbieh-the-attdit 

is-eendtteted• 

(2) 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 school districts. 

.LU (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 

made at least every 2 years. The audit must cover ___ ~,_!!_~ 

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 l 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 

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~ 

(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 J2.E..9.9_ram 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 up~~ 

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. 

f4t121 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 

9o~er~mertee½ local government entity referred to in this 

part. The special audi~ __ o~~ew must, to the extent 

practicable, build upon audits performed pursuant to this 

~ 

+still The fee for the special audit ~haii or review 

must be a charge based upon the costs incurred by the 

department in the--eondttee-of-~ueh relation to the special 

audit or review. The audit fee ~ha¼½ 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. 

t6t--tat-Bxeept--a~--pcovided--in-~ttb~eetio~-+6ttet,-the 

department-may-no~-~ud±e~ 

ttt--a-£±re-d±~tr±ee-wh±e~-~e~-an-annttai-bud9et-0E--le~s 

ehen-$~9,006-and-in-whieh-fire-~roteeeion-i~-p~ovided-soiely 

by--e--£ire--eompeny-eomp~~ed-on¼y-o£-vo±ttnteer-firefignter~ 

organized-ttnder-~itie-7,-e~epte~-33;-or 

tiit-a--fire--deportment--~e~ie£--a~~oeiation--o~geni~ed 

tlnde~-~itle-19,--ehopter--fi,--whieh--he~--a~ntlal--reeeipt~, 

±ne½tlding--ee~ning~-on-in~e~ted-ftlnd~ 7 -of-ies~-thart-$i97 000 7 

exeep~-£or-otld±t~-e~-p~evi~erl--tlnder-l9-ll-i067 
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tbt--Stleh-Eire-distriet-shell--anntlelly--Eiie--with--the 

board--e£--eott"ty--eommiee±oftere--of-the-eottnty-±ft-whieh-the 

ma;erity-0£-the-distriet-ie-!oeated-an-itemized--eeeottnt--0£ 

aii--reeeipts--and--ex~enditttrea--£or-the-ye~r,-signed-ttnder 

oath-by-an-oEEieer-of-the-Eire--eompany--designated--by--the 

£ire-distriet-trttsteeso 

tet--~he--beard--0£--eottnty-eonun±~sioners-mey-~eqttire-an 

annttai-attd±t--to--be--eondtteted--by--the--department--i£--it 

eoneiders-stteh-attdit-to-be-in-the-pttbiie-interesto 

tdt--Stteh---fire--department--re%ief--asseeiation--shaii 

anntltt!iy-£i!e--with--tne--mttnieipa!ity--in--whieh--the--£ire 

department-relief-a~soe±ation-±e-leeated-an-±temized-aeeottnt 

o£--al¼-reee±~ts-and-expenditttres-£or-the-year,-~igned-ttnder 

oath-by-an-oE£ieer-designated-by-the-Eire-department--reiie£ 

assoeiation-trtlstee~o-The-mttnie±pa¼¼ty-may-reqtiire-an-annttal 

atldit-to-Oe-eondtteted-by-the-department-if-it-eonsiders-etleh 

attdit-to-be-in-t~e-~ttblie-interest• 

t1t--tat-Bxeept--ae--pro~ided--in-ettbseetion-f1ttet 7 -the 

department-may-not-attdit-an-irrigation-distriet-witn--anntta¼ 

expenditttres--e£-¼ess-tnan-$3818887-exeltlding-the-payment-0£ 

prineipa%-and-interest-on-£ederai-loanso 

tbt--Stteh-irrigation-distriet-sha¼¼-annttaily--£i¼e--wieh 

the--eier~--of-the-distriet-eo~rt-in-the-eottnty-in-whieh-the 

±rrigation-distriet-is-¼oeated-an-itemized--aeeottnt--of--al¼ 

reeeipts-anrl-expenditttres-for-the-ye6r 7 -signed-ttnder-oaeh-by 
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en-o£fieer-designated-by-the-irriga~ion-d±striet-trcstees. 

tet--~he--diet~±ee--eettrt-may-reqtti~e-a"-a"n~ai-attdit-te 

be-eondceted-by-the-departme"t-±f-it-eonsiders-stte~-a~eit-to 

be-in-the-pttb~ie-intere~t~ 1
• 

Section 4. Section 2-7-504, MCA, is ame~ded 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 governmentei local 

government entities referred--to--in--thi~--part and shall 

establish in those offices general methods and details of 

accounting. All 90,.,-ernmentai 

officers shall conform with the 

prescribed by the department." 

local government entity 

accountin.9. standards 

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

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

she%¼ must be a comprehensive audit of the affairs of the 

governmenCai local government entity,-t~elurl~ng-eofflffl.ent-on 

the-bolaftee-sbeee,-restt¼ts-ef--operat¼ons,--eomp¼¼anee--w¼th 

state---stattttes---and---re9ttlat±ons,---reeommendations--£or 

improvefflentr and any-other-eofflfflents-deemeO-perttnent-by--the 

a~ditor,--±nelttd¼ng--h±s--expression--ot--opinion--as-to-the 

adequaey-o£-the-£inaneial-presentations. 

trt--Baeh-etteh-attdit-reqttired--shaii must be made in 

25 accor-dance with 9enera-i:ly--aec:epted--9evernm.enta.l auditing 
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standards and in accordance with federal regulations adopted 

by the department by rule. 

(2) The department, with coo.e_eration from state 

agencies, shall prepare a local government compliance 

supplement that contains 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 aeeottntant--or auditor. 

(1) fn--i±ett--0£-the-attd±t~-reqtt±red-of-the-de~artment,-the 

The department may,-wtth-the-eoneent-0£-or-at-the-reqne~t-0£ 

the-respeetiv~--go~ernmentai--ent±ti~~,--eontraet--o~t--~~e~ 

prepare and maintain a roster of independent auditors 

authorized to conduct audits w±th-8-~ttbi½e-aeeo~ntant-or 

£irm-of-pttblie-eeeottntent~-who-are-l±een~ed-tt"rler--the--¼aw~ 

0£--Mo"ta"a of local government entities. The roster must be 

available to local government entities subject to the 

reporting requirements of 2-7-503. ~he-dttratieft-of--~tleh--an 

attd±t-eontraet-mtt~t-be-set-fortft-±n-the-eontraet-and-mey-not 

exeeed---3--yea~~--but--the--eontraet--may--be--extended--an 

additieftal-~-years-ttpon--the--reque~t--of--the--governmenta¼ 

ent±ty~ 

( 2) The department shall e~tabl¼~h adopt rules 

governing the adm±ni~trat±en-of-the--eontract~--between--the 

department,--t~e--independent--aee~tlntant/aud±tor,--and--tke 

governmenta¼--ent¼t±e~,-~~ese-ru%e~-~hBti-ine!tlde-but-not-be 
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i±m±ted-to: 

{a) establiehment-0£ criteria for the selection of the 

independent aeeottntant/aud±tor auditor; 

(b) eontraet----form---and---eontent 12.c-ocedures and 

qualifications for placing applicants on the roster; aftd 

(C) 9~8ndard~-0£-atldi~--and--reportt"9 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 

£lacement on the roste[. 

(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 govec-nment4 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 cond~cting audits must be in a form 

prescribed or approved by the deoartment. 

{4) The department shall notify the local government 

entity__of a_r~guired audit, the date the report is due, and 

the requirement that the local government entity, the 

independent auditor, and the department must~arties to 

the contract. ----- ---~ 

12.l_ __ _J} a____l_ccal governnient entity fails to present a 

signed contrdct ti_? _!__!)_e deoartmer:t for ~rovaJ .. _ within 90 

day~_~__!._~cei.1-'- _S?J_J:_~~ audit notice, the d~,eartment 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. 11 

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 8££ord provide all 

reasonable facilities for the rlepartmene~s audit and shall 

furnish all information to the department-ttnrler-oeeh-in-~ 

manner-preser±bed--by--~ne--depar~ment 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 

department independent auditor may examine any books, 

papers, accounts, and documents in the office or possession 

of any governmental local government entity referred--to--i:-n 

th¼e--part and--may--eend-£0~-pe~eone-or-pape~~-and-exami"e 

t1nder-oath-any-person-eonc:erni:-n9-t::hem. 11 

Section 9. Section 2-7-511, MCA, is amended to read: 

"2-7-511. 

officer in 

Access to public accounts 

case of discrepancy. (1) 

suspension of 

The depe:rt::ment 

independent auditor may count the cash, verify the bank 

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

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

other governmental local government entity refe~red--~o--¼n 

thi:-9--part refuses to aeeord--~ae--departme~t 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 depnrtfflent 

independent auditor finds a shortage of cash, the de~artm~ftt 

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 9overnmen~al local government entity. 

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

local government entity shall immediately after notice and 

the opportunity for a hearing be suspended from the duties 

and emoluments of his office and the governing body of ~tle~ 

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 dep8.-t:fflent 

independent auditor, if a shortage of cash existed in the 

accounts of the officer, the de~artfflent independent auditor 

shall £ile--with notify the governing body of the 

gevernmentai local government entity a-£±~al-report:: of the 
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attdit,-show¼n9--the shortage. ~he--govern±ng--body--shail 7 

withi"--¼8--daye--a£ter-the-£i¼ia9-0£-the-departme"tie-£iaa¼ 

report-ef-the-attdit,-eet--a--rlate--and--time--£er--a--rorma% 

hearin9--to--te~t--the--aeettraey--0£-the-£±nal-report-0E-the 

atld±t-and-g±ve-not±ee-of-the-hear±ng-to-the-o££¼cero 

(5) If the governing body finds that a shortage exists 

and that the officer suspended is, by act or omission, 

responsible for the shortage, the officer 1 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--field--work--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 sha±i 

must be discussed.'' 

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

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

l!.l The audit reports shall eontain-bttt-are-not--±±miteO--to 

the-£o¼¼ow±o9~ 

t¼t--£iooaeio¼---~totemeots---thot---eoofo~m---w±th~-tne 

genera¼¼y-aeeepted-governmenta¼--aeeotlnttng--pr±neiptes--and 

whieh 7 --insafar--a~-pos~ib¼e,-pre~ent-the-£inaneiai-po~±tio~ 

an0-re~uite-of-£±nanc±ai-operetions-for--eaeh--fund--of--tne 

governmental-entity, 
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tit--an--expression--of--opinion-regarding-the-finaneia¼ 

statement~7 -taken-as-a-whole 7 -er-an-asee~tion-to-the--effeet 

that-an-opinion-eannot-be-expressedo-When-an-overall-opinion 

eennot-be-expreeeed 7 -the-reesone-thereEor-s~ett±d-be-statedo 

t3t--a--statement--that-pr@viotts±y-noted-de£¼e%e"e¼e~-or 

reeofflfflendetion~-eonta±ned-in--previotls--attdit--report~--ha~e 

been--aeted--~pon--by-adop~io"-a~-reeom.mended,-adoption-wi~h 

mod¼£±eet±on,-or-re;eetion,-en0 

t4t--di~e¼oe~re-o£-a"y-½ee~--of--eomp½iaaee--with--etate 

statutes---or---reg~lation~,---e~---we¼¼--a~--any--opereting 

deE±eienciea-or-reeommendations-fo~-improvement 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 ~§-_ubmitted in a form required b.Y_ the department. The 

~~E_C_!l~!~ndent 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) f-~5tlar"!ee--af'l:d.--£iiif'l:':I ?i 1 i n_g_ oE 

audit report and financial report. (1) Wi-tli~r"l-3:20-day~-0:fter 

tlie-eompieti~n-o--the-f±eld-work,-the-dep~rtmet"lt-~hal3:-i~~tle 
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Completed audit reports aa-£o¼iows~ 

tet--eottnty--attdit--re~orts-to-eottnty-eoJ'l'lfflis~toner~,-t~e 

eo~nty-e¼er~-and-reeorder,-and-the-eotlnty-attorney7 

tbt--e±ty-or-town-attrlit-rerort~--to--t"e--eity--or--town 

go~ernin9--body,--the--eity-or-town-ehieE-£iMane±~i-of£±eer, 

the-e±ty-or-town-e"tef--e~ee~tiv~,--and--the--eity--or--town 

attot""ney7 

tet--sehoo%--dt~tr¼et-ettdit-r~~orta-to-the-trttstee~7-the 

eotlnt1-~nperintendeftt-0£-sehoo~s,-the must be filed with the 

department. Completed financial reports must be filed with 

the department as provided in 2-7-503[],J. The state 

superintendent of public instruction,-the--eottnty--8ttorney7 

and-the-cler~-ef-the-,.eheel-distriet, 

fdt--sehoel--dt3triet-extraenrr±ettiar-fttnd-attd¼t-repert~ 

to-the-trttstee~,-t"e-eetlnty-sttper±ntendent-of--sehee±~,--tne 

state--sttper±ntendent--0£--pttbi±e--±nstrttet±on,--t"e--eetlnty 

attorney 7 -and-the-£ttnd-edmintstrater; 

tet--fire--distr±et--or--~o¼ttnteer-£±re-department-aud±t 

reperts-to-the-trttstees 7 -the-eottnty-attorney,-and-the--erer~ 

and--reeorder--0£--the--eottnty-±n-wh±en-the-f±re-distr±et-or 

fire-de~artment-±~-roeeted; 

tft--eonservaney-d¼str±et-attdtt-reper~s-to-the-board--0£ 

d±reetors,---the---department---0£---netttrar--resottrees--and 

eo~ger~ation,---the---d±str±et---eottrt7 ---and---the---eottnty 

atterneyt,.t, 
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tgt--f±re-department-rei±ef-aesoe±etien-attd±t-report~-to 

~he-trtt~tee~,-the-e¼~y-o~-town-attorney,-and-the--re~peetive 

e±ty-or-town-e¼er~; 

tht--irri9atien--di,.triet--a~dit-repert~-to-the-beard-e£ 

eofM'l±~~±oner~,--the---di~triet---eoure,---and---the---ee~"tY 

attorneytst7-and 

t±t--eemetery--d±~tr±et--atldit--reports--to-the-board-0£ 

eemetery--trtlstees,--the--dt~triet--eotlrt,--and--the--eottnty 

atterney shall file with the department a list 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~ 

(2) At the time the fina~~al reoort 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. 

t~till Al¼ Copies of the completed audit and financial 

reports ±~stt~d--by must be made available by the department 

and the local government entity are-to-be-maintained-on-fire 

at-an-appropr±eee-¼~eat±on-and-open-to for public inspection 

during regular office hours. (Terminates June 30, 1991--sec. 
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6, Ch. 140, L. 1989.) 

2-7-514. (Effective July 1, 1991) tss~aftee--a"d--f±½±"g 

Filing of audit report and financial report. (1) W±th±ft-i~B 

deye-aEter-the-eomp¼et±en-0£-the-field-work,-the--departme~t 

9ha½l-t9ette Completed audit reports ee-fol¼ows~ 

fat--eottnty--attdit--report~-to-eott~ty-eolftffl±ssionere,-the 

eottnty-eler~-and-reeorder,-and-the-eottnty-attorney;-

tbt--e±ty-or-town-attdit-reporte--to--the--e±ty--or--town 

goyerning--body7 --the--eity-or-town-ehief-finaneia¼-offieer, 

the-eity-or-town-eh±ef--exeettt±~e,--and--the--e±ty--or--town 

attorney;-

tet--eehoo%--d±9triet-attdit-report~-to-the-trtt9tee~,-the 

eottnty-sttperintendent-of-ee"oole,-the must be filed with the 

department. Completed financial reports must be filed with 

the de12_artment as provided in 2-7-503(1). The state 

superintendent of public instruction,-the--eottnty--attorney, 

and-the-e¼erk-0£-the-~ehool-distr±et; 

tdt--sehoo¼--distriet-extraettrr±ettler-ftlnd-atldit-reports 

to-the-trtletee~7-the-eottnty-ettper±ntendent-0£--~ehoo¼e,--the 

~tate--~ttperintendent--of--~ttb½ie--inetr~etion,--the--eottnty 

attor~ey 7 -and-the-fttnd-admin±etrator; 

tet--£±re--d±~triet--or--volttnteer-£±re-departm~nt-atldit 

reports-to-the-trttsteee 7 -the-eottnty-attorney,-and-the--e½~rk 

and--reeorder--of--t~e--eottnty-±n-wh±eh-the-£±re-d±~triet-or 

f±re-department-is-loeated; 

-25-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1471/01 

t£t--eoneervaney-d±str±et-attdit-reporte-to-the-board--o£ 

d±rectore 7 ---the---department---o£---nattlra¼--reeottree~--and 

eon~er~at±on,---the---distriet---eottrt,---and---the---eottnty 

attorneyt•t7 

tgt--fire-department-re¼ief-a~~oe±at±on-audit-reports-to 

the-t~tt~tee~,-the-e±ty-or-tow~-attorney,-and-the--reepeeti~e 

eity-or-towR-elerk;-and 

tht--±rrigat±on--di9tr±et--attdit-report~-to-the-boerd-of 

eofflffii~e±o~ere,--the---dietriet---eottrt,---a"rl---the---eotlnty 

att~r~eyt~t shall file with the deoartment a list ~U-..fhO?! 

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~ 

(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 de_~E_!=._~ent a filing fee. The department shall 

charge a filing fee based upon the costs incurred by the 

~art.ment in the administration of this part. The 

department shall adopt the fee schedule by rule based upon 

the local government entities 1 revenue amounts. 

tit.ill Ali Copies of the completed audit and financial 

reports ±~~tled-by must be made available by the department 

and the !oc~_ government entity e.re- to-be-ff'.a in.ted:ned-e!"'!-£i-½e 

at-~n-app~opr±at ~-~~eat±o"-an.d-open-to f.2.£ public inspection 
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durin~ular office hours." 

Section 13. Section 2-7-515, MCA, is amended to read: 

"2-7-515. Actions by governing bodies. (1) Upon receipt 

of the audit report, the governing bodies of each audited 

local government entity shall review the contents and within 

JO days shall notify the department in writing as to what 

ac:ion they plan to take on any deficiencies or 

recommendations contained in the audit report. If no 

deficiencies or recommendations appear in the audit report, 

notification ~ha¼¼ is not b@ 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 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 a school district, shall also send a 

CO_E'.[ to the sueerintendent of eublic instruction. The 

de12artment shall notif'.[ the entit~ of the acceptance of the 

corrective measures. If the department and the local 

9overnment entit~ fail to agree, a conference between the 

parties must be held. Failure to resolve findings or 

im12_lement corrective measures shall result in the 
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withholding of financial assistance in accordance with rules 

adopted by the department pending resolution or compliance. 

t3till In cases where a violation 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 provided 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 

violations of law and nonperformance of duty. If the county, 

city, or town attorney fails or refuses to prosecute the 

case, the department may employ-a~ refer the case to the 

attorney general to prosecute the case at the expense of the 

re~pee~~~e-governmen~a¼ 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. 

titill The deparement-~haii-eharge ~ompensation for an 

audit fees-based-ttpon-tke-eosts-¼~e~rred conducted by the 

department ±n-the-administ~at±o~-o£-th±s-part7 
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f%t--All--a~d±t--£eea-here±n-pro¥±ded-ahell must be paid 

by the 9o~ernmenta¼ local government entity to the state 

treasurer and be deposited in an enterprise fund to the 

credit of the department. 

t3t--~he--department--may---•~bm±t---a---b±ll---to---the 

go~er"mentai--ent±ty--ba~ed-ttpon-the-est±mated-pe~eenta9e-0£ 

eompietion-of-any-atldit7-~~e-governmental:-entity--mnst--m~ke 

payment-with¼n-68-days-0£-reeeiv±r"lg-a-bil::t-;- 11 

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

"2-7-517. Penalty. {l) 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. 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. 

11.l When a go~er"fflente± local government entity has 

failed to make payment as required by 2-7-5161.!l within 60 

days of receiving a bill for an audit, the department may 

issue an order stopping payment of any state financial aid 

to the gover"ffle"~a± local government entity, Upon payment 

for the audit, all financial aid that was withheld becduse 

of failure to make payment ~ha½± ~ust be released and paid 
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to the governments¼ local government entity." 

Section 16. Section 2-7-518, MCA, is amended to read: 

"2-7-518. Deposit of attd±~ fees. All aad¼t fees 

received from 9ove~nme"ta¼ 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. (1) (a) Exeept--a• 

~ro~±d@d--in--9ubseet±on--t~t,-a£ter After the expiration of 

the 30-day period provided for in 2-7-515(1), the departme~t 

local government entity shall send a copy of t~e--generfti 

eofflfflent~--~eet±on--of each audit report to a newspaper of 

general circulation l_~ the area of the local government 

entity. However, ~he-generoi-eol'l\fflents-seetion-of each county 

audit report must be sent to the official newspaper of the 

county. 

(b) For an audit report of a ±oeai--go~ernment--ent±ty 

pro~ided--for--i~--~-,-503tlttat--or--tlttbt county or an 

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

tcwn 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 attdie±ng-age~ey er-f±rm indepe~1dent auditor 

anL1 conlain a st....1.ter1ent indicating that it is only a sununary 
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and is not intended to be used as an audit report. 

(2) For an audit report of a Yoeei--gover~me~t--entity 

peovided---foe---in---z-T-583t±ttat---oe--t±ttbt 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 is 

on file in its entirety and open to public inspection. 

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

peo~ided--fo,--±n--x-T-583t±tt~t-theotlgh-t±ttit 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-eopy-0£--the--atld+t 

repert---ffltt9t--be--~ent--to--the--new~paper--pttb¼¼~~ing--the 

~tetement~.-

(4) Publication costs must be borne by the audited 

goyernmental local government entity. (Terminates June 30, 

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

2-7-521. (Effective July 1, 1991) Publication. (1) (a) 

Bxeept--as--prov¼ded--¼n--9ttbs~etion--t3t,--after After the 

expiration of the 30-day period provided for in 2-7-515(1), 

the department local government entity shall send a copy of 
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the--generai--eofflfflents--~eet¼on--of each audit report to a 

newspaper of general circulation in the area of the local 

government entity. However, the-gener~i-eom.ment~-9eetion-ot 

each county audit report must be sent to the official 

newspaper of the county. 

{b} For an audit report of a ioeal-government-e"tity 

peov±ded--Eo,--in--x-,-583tlttat--oe--tlttbt county or an 

incorporated city _9r town, the depertment 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 mdy not exceed 800 words, must be 

prepared by the e~d±tin9-a9en~y 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 ¼oea¼-government-e~~ity 

provided--foe--in--i-7-583tlttat---o,---tittbt 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 is 

on file in its entirety and open to public inspection. 

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

p,ovided-Eo,-±rt-i-T-583tlttet-th,otlgh-t±ttht other than a 

county or incorporated city 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-eopy-0£-the-attdie 

report--mu~t--be--9ent--to--the--n~w~pa~er--pubi½~h~n~---tne 

~tatement~• 

(4) Publication costs must be borne by the audited 

gover,l"l.m.ente:± local government entity." 

NEW SECTION. Section 18. Report review. ( l) 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 

local government entity that the report has not been 

received. Failure to submit a report shall result in the 

withholding of payment of the audit fee pending resoluti011 
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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 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 cr,ust 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 co~rt expenses listed in 3-5-901, 

including prorating of tnose funds if they are insufficient 

to cover all expenses listed in 3-5-901; and 

(2} develop a uniform accounting system in accordance 

with 2-1-504 f, r 
--- -------· use by the counties in reporting court 
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expenses at a detailed level for budgeting and auditing 

purposes;--and. 

t3t--prov~ae--for--annttai--attrliting--ef--d±striet--eottrt 

expenses--to--as~ttre--noPM~i--operat±ons--and-een~i~teney-±n 

reporttn~-0£-expenditttres. 0 

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 

exter1t 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 20 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) 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 avn.ilable, 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 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 previous fiscal year. 

( 4) Eligible court expenditures 

include all costs of the county 

operation and maintenance of the 

for grant purposes 

associated with the 

district court, from 

whatever fund paid, except costs for building and capital 

items and library maintenance, 

( 5) The department of 

replacement, and acquisition. 

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--8ii--grant~--are--awarded,-the-depertment-o£ 

eommeree--shat~--attdit--eaeh--app~oYed--grant--reqtte9t.--~he 

departme"t-shei}-eharge-eaeh-eonnty--reeeiving--e--grant--an 

a~d±t--£ee--±n--the--same--emettnt--as--the-eo~~s-±nettrred-¼n 
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conOncting-the-andit• 

f8t If the~ audit 0£--a--grant--reeipient 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. 

t9t.UU. 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 

close of 

or town clerk must, within 120 days following the 

each fiscal year, 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, record~, 

-37-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2] 

24 

25 

LC 1471/01 

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 examination shall be considered a special audit under 

the provisions of subsections t+t--aftd (5) and (6) of 

2-7-503, and all of the provisions of subsections t•t--8~d 

(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~e±t Review 

trustees. The board of trustees 

and report by board of 

of the association shall 

ettrl¼t 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 19-11-205, 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 deea±~ee report 

of its receipts and expenditures for the preceding year in 

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

purposes money has bee~ expended. They shall file the report 

with the association, the department of commerce, and a 

d:t1pl-ic:-l'!t-e-0£-±t-w~tt-l: the state auditor. Ne-1t,one'Y Money may 

not be paid to the treasurer of the association until the 

r~po~t 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. 

t¼t The accounting records of all fi[st-L and-eeeo"d-eiass 

echoei-distr¼ets second-, and third-class school districts 

that--ma±nta¼n--e--high--sehooi--s~all 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 p_ublic 

instruction, and the county superintendent. 

t%t--An~tts±!y-6nd-at-stteh-other-t±me!-as-directed-by-the 

board--o£--eottnty--eommieeioners--or--trtistee~7 --tne--eettnty 

attditor--or--the--eottnty--treesttrer--if--the~e--±s-ne-eetlnty 

attditor--ehall--attdit--the--aeeotl"t±ng---reeord~---of---eaen 

third-etaee--distriet--that-does-not-maintain-a-h±gh-eeheo¼• 

Stteh-d±striet-ehatt-dei¼~er-ali-aeeotlnti"~--reeerd~--to--the 

atlditin9-eottnty-offie±a±-no-¼ater-than-dttly-l5-£or-the-attd±t 

0£--the--f±naneial--aetiY±ty--oE--the--±aa~-eoM~ieted-sehooi 

£¼seal-year.-~he-attd¼tin9-eo~nty-of£±e~a¼-eha¼¼-examine--the 

aeeottnt±ng-reeorde,-~repare-an-atldit-report,-and~ 

tat--retttrft--the--aeeottnting--reeorde-to-the-d±etriet-no 

±ater-than-Attgttst-i5t 

tbt--aend-a-eopy-of-the-attdit-report-to-the-eheirman--of 

the-trttetee9;-and 

tet--fiie---eop±es---of---the---attd±t--report--with--the 

atlpe~±ntendent---of---pttb¼ie---in~trtlet±~n,----~he----eotlnty 
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~tt~ePintendent7-and-t~e-eettnty-e¼erk-~nd-reeoPd~PT 1
' 

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 

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 

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 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 amoun~ 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 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 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 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 at 

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 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 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 b~e~~+a~iy 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 reviews,-eftd-atldits. 

(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 

districl. The financial records ~"ail--a¼way~ must be 

available for inspection and audit by federal and state 

officials authorized by law or contract to perform audits 

and ~nar½ be preserved for ~tie" the period of time, not to 

exceed 5 years, a9 the superintendenc of public instruction 

may prescribe. 

(2) The supc•ri11tendent of public instruction shall 
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1 conduct or cause to be conducted the attOit~, inspections, 

2 and administrative reviews of the financial records and the 

3 operation of school food services." 

4 NEW SECTION. Section 27. Codification instruction. 

5 [Section 18] is intended to be codified as an integral part 

6 of Title 2, chapter 7, part 5, and the provisions of Title 

7 2, chapter 7, part 5, apply to (section 18]. 

8 NEW SECTION. Section 28. Effective date 

9 applicability. (1) Except as provided in (2), (this act] is 

10 effective July 1, 1992, and applies to the fiscal year 

11 ending June 30, 1992. 

12 (2) The department of commerce may adopt rules to 

13 implement [this act] to become effective July 1, 1992. 

-End-
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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. 

ASSUMPTIQI-JS: 

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 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 FTE at grade 12, 0.25 FTE at 

grade 15 and 0. 75 FTE at grade 11. 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. Initial 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. Current review fees charged local governments will increase approximately $270,545 in FY93. 

fISCAL_IMPACT: 

see next page 

YS:tZif!J /-JtJ-7:I 
ROD SUNDSTED, BUDGET DIRECTOR DATE JOHN COBB, PRIMARY SPONSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB0328 as introduced. H 8 t z.,~ 



Fiscal Note Request, HB0328. as introdt1ced. 
Form BD-15 
Page 2 

FISCAL IMPACT: 
Dept. of Commerce: 

Current Law 
Ex12enditures: 
FTE 0.00 
Personal Services 0 
Operating Costs 0 
Equipment 0 

Total 0 
Funding: 
General Fund 0 
Proprietary Fund 0 

Total 0 

Revenues: 
Audit Review Fees (02) 0 

FY 92 
Pro1Josed Law 

3.00 
95,570 
52,330 
41 982 

189,882 

189,882 
0 

189,882 

0 

EFFECI_ON COUNTY O_B. OTHER LOCAL REVEN\l_ES _OR Ex_PE_NDITURES: 

Difference 

3.00 
95,570 
52,330 
41 982 

189,882 

189,882 
0 

189,882 

0 

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

TECHNICAL NOTE: 

FY 93 
Current Law Propo~ed Law Dlffe_r_ence 

0.00 5.00 5.00 
0 155,595 155,595 
0 69,950 69,950 
0 0 0 
0 225,545 225,545 

0 0 0 
0 225 545 225 545 
0 225,545 225,545 

0 263,521 263,521 

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. 

f(f.J 321 



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 revised. 

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. 

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 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 2.00 FTE. State-owned office space will be available. 
6. In FY93 the department will need an additional 1.00 FTE. 
7. Initial 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. 

FI S_CAL IMPACT: 

see next page 

JOHN COllB. 

,if-fice of Budget and Program Planning 
Fisc Q 1 ~ot l' for c1s tn_troduced. 

DATE 
c)-12-9 l 

revised 

114 3~ iw. 



Fiscal Note Request, HB0328, as i11troduced. revised 
Form BD-15 
Page 2 

FISCAL IMPA[;T: 
DeQt, of Commerce: ' 92 

Current Law ProQosed Law 
Expenditures: 
FTE 28.20 30.20 
Personal Services 843,301 911.456 
Operating Costs 256,228 305,953 
Equipment 16 828 58 810 

Total 1,116,357 1,276,219 
Funding: 
General Fund 56,440 56.440 
Proprietary Fund: 

Audit Fees 1,059,917 1,029,897 
Audit Review Fees 0 189 882 
Total 1,116,357 1,276,219 

Revenues: 
Audit Fees 1,059,917 1,029,897 
Audit Review Fees 0 189 882 

Total 1,059,917 1,219,779 

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 

see next page 

FY 93 
Qifference Current Law Prollosed Law Difference 

2.00 28.20 31. 20 3.00 
68.155 843,301 948.016 104.715 
49. 725 256.228 321,344 65,116 
41 982 16 828 16,828 0 

159,862 1,116,357 1,286,188 169,831 

0 56,440 56,440 2,000.000 

(30,020) 1.059,917 1.004,203 (55,714) 
189,882 0 225,545 225,545 
159,862 1,116,357 1,286,188 169,831 

(30,020) 1,059.917 1,004,203 (55,714) 
189,882 0 263.545 263,545 
159,862 1,059,917 1,267,748 207,831 

H6 "JJ.I Rw. 



' 
Fiscal ~;ote Request, HB0328, as introduced revised 
Form BD-15 
Pctge 3 

IV. EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 
Assume all audits currently required under law are conducted. 

Type of Local 
Government 

Counties & Consolidated 
City/County Government 
Revenue> $5 million 
Revenue< $5 million 

Incorporated Cities/Towns 
Other Entities Subject to Audit 

Current Lawl 
t;ew t:nder Proposed Law 

School Districts 
Revecues > $1 million 
Revenues> $100,000 & 

< $1 million 
Revenues< $100,000 
TOTALS 

Number 

16 
40 

127 

331 
194 

113 

139 
~ 
1.107 

Audit Req. Audit Req. 
Current Proposed 

16 16 
40 40 

100 94 

115 27 
0 18 

113 113 

75 139 
_Q _Q 

~ ill 

Audit Cost 
Increases 

$ 0 
$ 0 
$ 0 

$ 0 
$ 30,600 

$ 0 

$128,000 
s 0 
§158 600 

Audit Cost Audit 
(Decreases) Rs,y_iew Fee 

$ 0 $ 12,560 
$ 0 $ 23,800 
$(15,200) $ 46,560 

$(78,150) $ 27,185 
$ 0 $ 17,065 

$ 0 $ 74,920 

$ 0 $ 56,060 
s 0 s 0 
$(93.350) $ 263.545 

Other 
Savings 2 

$ (80,000) 
$ (40,000) 
$ ( 5,000) 

$ 0 
$ 0 

$ (56,500) 

$ (27,800) 
s 0 
spo9.300) 

1 Cemetery Districts, Irrigation Districts, Rural Fire Districts 
2 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. 

JECH.'IIC.0.L tl_QTE; 

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

1-/G llY Kt11. 
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STATE OF MONTANA· FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0328, second reading. 

QESCRIPT-ON 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 
applicab~lity date, and a termination date. 

ASSUMPTI :,NS: 

1. Appr :iximately 738 governmental units would be required to submit annual reports to the Department of Commerce beginning 
with FY92. Approximately 384 audits will be required; approximately 250 on an annual basis. 

2. AdmiTiistrative rules, financial reporting procedures and audit requirements will be developed, published and distributed 
to 1.~,cal governments and certified public accountants by the end of FY92. 

3. Revi.sed 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 F'i92 the department will need an additional 1.50 ITE. State-owned office space will be available. 
6. In F',93 the department will need an additional 1.00 ITE. 
7. Initfal start-up costs to implement the program will be paid through an interfund loan from the general fund in FY92. 

Prog=am costs in FY93 and subsequent years will be paid with audit report filing fees. 
8. The ~nterfund 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. 
9. Audit review fees charged local governments will be approximately $240,934 in FY93. Of this, $142,859 would be paid by 

OSPL 
10. Accotding 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 =istricts (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 ~urcharge of $735. 

11. Curr~nt law FTE expenditures and funding are for current Department of Commerce audit staff. Funding is now provided by 
audi~ fees. One ITE position (Grade 14) would be transferred to staff the program and be upgraded (Grade 17) in FY92. 
One .s.dditional FTE position (Grade 12) would be transferred to the progR1' and be upgraded (Grade 15) in FY93. Funding 
for these positions would be provided by audit review fees. 

FI SC[\1._ L";PACT: 

see next UC~ 
RC;ISUNDSTED' BUDGET DIRECTOR 

Z-i¼-lf 
DATE JOHN COBP., PRIMARY SPONSOR 

z QJ \q I 
DATE 

0~~ice of Budget and Program Planning 
Fis,-.; I N<'I ,. for HB().l2Ji, secQnd rs'.cading, 

,10 3~1 
z. ~J fl. •aJ ,,; f 



Fiscal Note Request, HB0328. second reading 
Form BD-15 
Page 2 

FISCAL IMPACT: 
Dept. of Commerce: 

Current Law 
Expenditures: 
FTE 28.20 
Personal Services 843,301 
Operating Costs 256,228 
Equipment 16 828 

Total 1,116,357 
Funding: 
General Fund 56,440 
Audit Fees (06) 1,059,917 
Filing Fees (06) 0 
Other Fees (06) 0 

Total 1.116,357 

Revenues; 
Audit Fees 1.059,917 
Filing Fees 0 
Other Fees 0 

Total (06) 1,059,917 

(continued on next page) 

FY 92 
froposed Law 

29.70 
899.359 
304,804 

56 745 
1,260,908 

56,440 
1,029,897 

172,571 
2 000 

1,260,908 

1,029,897 
172,571 

2,000 
1,204,468 

FY 93 
Difference Current La·.r Proposed Law l:Li,fference 

1.50 28.20 30.70 2.50 
56,058 843,301 932,490 89,189 
48,576 256,228 314,359 58 .131 
39 917 16 828 16,828 0 

144.551 1,116,357 1,263,677 147,320 

0 56,440 56,440 0 
(30,020) 1,059,917 1,004,203 (55,714) 
172,571 0 201,034 201,034 

Z 000 0 2 000 2 000 
144,551 1,116.357 1,263,677 147,320 

(30,020) 1,059,9!.7 1,004,203 (55,714) 
172,571 0 240,934 240,934 

2,000 0 2 000 Z OQO 
144,551 1,059,917 1,247,137 187,220 

t'f a iir 



Fiscal Note Request HB0328. second reading 
Form BD-15 
Page 3 

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 

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

Type of Local 
G_Q_~Jnmen_r: 

Counties & Consolidated 
City/County Government 

Incorporated Cities/Towns 
Other Entities Subject 

To Audit 
School Districts 

Totals 

Audit Req 
Number 

56 
126 

556 
391 

1,129 

Audit Req Audit Cost 
Current Proposed 

56 56 
100 71 

115 26 
188 222 
459 384 

Audit Cost Audit 1 Other 2 
Increases Decreases Review Fee 

0 0 41.619 
0 (72,500) (44.954) 

9,200 (91,750) 11. 502 
68 000 0 0 
77,200 (164,250) 98,075 

l.Audit Review Fees will be subject to a fee schedule adopted through Administrative Rule. 

Net 
Savings Impact 

(128,000) (86,381) 
(6,000) (33,546) 

0 (71,048) 
{84,300) L!.6 300 l 

(218,300) (207,275) 

2. Other Savings realized by reduced audit duplication, personal time, fewer audit requirements (e.g., district courts and 
school food services), and the efficient centralization of local government financial information. 

TECHNICAL NOTES: 

1. Should the dollar amounts on page 7, lines 21 and 22, be consistent with those on page 13, lines 7 and 8? 
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." 

/113 Jlf' 



52nd Legislature HB 0328/02 

APPROVED BY COMM. 
ON LOCAL GOVERNMENT 
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BOUSE 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 COMMENSURA·TE WI?H C0S7S FOR STA:"E 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, 2-7-515, 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 ANBL AN APPLICABILITY DATEL AND A 

TERMINATION DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 2-7-501, MCA, is amended t.•:::i read: 

"2-7-501. Definition. Unless the context ~equ1res 

otherwise, in this part, the following definitions apply: 

(l) ''Audit'' means a financial a~dit a~l ~:~,:-~~11•s 

financial statement and financial-related audir.s as de~in~d 

~n. ,., ""' "' ,J'"'"" 
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HB 0328/02 

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

comptroller general. 

( 2) "Board" means the Montana board -~ub:::. ic 

accountants provided for in 2-15-1866. 

1l_l 11de~artm.e!itu "Department" mear:.s the department of 

commerce. 

ill .L<!.l "Financial assistance" means assistance 

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

~ ~@etp~@~t LOCAL GOVERNMENT ENTITY or subrecipient to carry 

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

grants!___ contras._t.§_~ cooperative agreements, loans, loan 

guarantees, propertv, 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 aqency is responsible fer identifyi~g tr.e 

source vf funds awarded to recipients. The recipie~t is 

respgnsible Evr iden:ifying the source of funds awarded to 

subrecipients. 

1E.l Financial assistance does not include direct 

federal, state, or local----9.overnmeI}_t cash assistance co 

individu.ils. -----------

L.2. ~ 1;c.1i1..::.:.a.... :-eoc:-:" means a o::-esen-:a:.:..:::n 

scheJ.ult':S th.H ref:ect a current financial l2_0sit1::n and tne 

~ 2- H3 328 
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HB 0328 ·02 

operating results for the 1-year reporting period. 

(6) ''Indepe~den~ auditor'' means~ 

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

meets the standards specified in the government aediting 

standards; or 

~ ptteHe LICENSED accountant who meets the 

standards in subsection iilW· 

ill (a) "Local government entity" means a county, city, 

district, or public corpcration that: 

(~' has the power to raise revenue for :he pJrpose ~f 

serving the general public; 

(ii) is governed by a board, commission, or individual 

elected or appointed by the public or representatives of the 

1?_ublcc; and 

(iii) receives local, ~tate, or federal f~nar.cial 

assistance. 

(b) Local government entities include but are not 

limited 

iil airport authority dist~icts; 

(ii) cemetery districts; 

( iii) ~ounties; 

(iv) county housing authorities; 

~)_county road improve~ent di~tricts1 

1.....:c:'.;l_co~l}_tv sewer dis__!_! icts; 

lVll) cou~ty water districts; 

-3- HB 328 
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(viii) county weed control d_ist~icts; 

(ix} drainage districts; 

{x) fire department rel~ef ~ssociations; 

(xiJ fire districts; 

(xii) hospital districts; 

(xiii) incorporated cities or towns; 

(xiv) irrigation districts; 

(Xv) mosquito districts; 

(xvi) municipal housing authority d!st~~ct~; 

(xvii) p~r~~~~vrit:es; 

(xviii) refuse disposal districts; 

(xix) rural improvement dis~ricts; 

(xx) school districts includin_g_ 

extracurricular funds; 

(xxi) soil conservation districts; 

a 

HB 0328/02 

district's 

(xxii) special education or other cooperatives; 

(xxiii) television districts; 

(xxiv} urban transportation districts; 

jxxv) volunteer fire departments; ~nd 

(xxvi) water conservancy districts; AND 

(XXVII) GRAZING DISTRICTS. 

(8) .,Revenues" means all receipts of a local government_ 

entity from any source excluding the pr0ceeds from bond 

issuances.'' -·"·-------

Section 2. S~ctio:1 2-7-502, MCA, is amended to read: 

-4- HB 328 
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HB 0328/02 

"2-7-502. Attdi~ Short title -- purpose. ill__This part 

may be cited as the 11 State of Montana Single .Audit Act". 

ill The pttrpo~e purposes of the-attdit-e£-the-e£ra±r~-e£ 

the-9e•erftme"tai-e"tit¼e9-a~-9et-forth-±n this part 9~a±i-be 

are to: 

~ im,erove the financial mana.9.ement of local 

government entities with respect to federal, state, and 

local financial assistance: 

ill establish uniform re_g_uirements for financial 

reports and audits of local government entities; 

1£:l ift9ttre ~nsur~ constituent interests by determining 

that compliance with all appropriate statutes and 

regulations is accomplished7L 

(d) ensure that the financial condition and operations 

of the local government entities are reasonably conduc:ed 

and reported,1._ 

W ensure that the stewardship of ~t1eh 

government entities is conducted in sHen a manner 

preserve and protect the public trust,1.. end-to 

::.ocal 

as to 

(f) ensure that local government entities accomplish, 

with economy and efficiency, the duties and responsibilities 

of the entities in accordance with the legal req~1re~ents 

imposed and the desires of the public: and 

.i....9..L____Eromote :.he efficient and effective :...:se a,_:d.2..: 

resources." 
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HB 0328/02 

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

"2-7-503. (Temporary) Attdits Financial reEorts and 

audits of local ~ever~me"~ei government entities. ( 1) The 

depa~~meft~-~"a½¼-e~d~t-the-a££a¼~~-er-a¼%~ 

tat--eo~n~ies7 

+et--¼~ee~pe~a~ed--e¼~~e~--a~d-tewns-ha~±n9-a-poptt¼at±on 

0£-more-than-368-in-the-~ost-reeent-eenstts-taken--ttnder--the 

d±reet±oft-of-eongre99; 

tet--rirst----and---seeond-e¼ass--sehoo¼--d~striets--and 

third-elass-seheo%-di9tr±et9-that-maintain-a-h±gh-sehoe¼7 

tdt--se~eet-~~~tr~e~--e~~~ae~~~~e~i~~--~~~e~--~er--p~~~! 

fttnet±ons7 

tet--±rr±gat±on---~±9tr±ets7---exeept---as--pro~ided--in 

sttOseetion-t~t, 

tft--eonservaney-d±str±etst 

t9t--i±re-d±striets-and-yo¼~nteer--£ire--departments--in 

ttn±neorporated--areas,--towns,--and--vi½¼a9es-sopported-by-a 

mi¼¼-¼eYy7-exeept-as-proY±ded-±n-sttbseetion-t6t; 

tht--fire--departfflent--reT±ef--assoeiat±ons;--exeept--as 

prov±ded-±n-so~seetion-t6t7-and 

t±t--eemetery-d±s~r±ets, 

tit--Saeh-aod~t-shai±-be-made-eYery-i--year9--and--s~a¼¼ 

eoYer--tne--im.medi~teTy--~~eee0±~9--%--fiseal:--years--of-th~ 

~e'tl'~t'M~~nt'!"t-½: 'E~S"t :',1nc: bod·; ::.r :ra::.aqi.nq or executive of!__icer 

of d local gove_E":~c~~ e:~tity, tinl:ess--anntte:±--a~d:tts--ar~ 

-6- HB 328 
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HB 0326/02 

re~ttee~e~--by--the--~o•ernffle"tai--e"~ity other than a school 

district or assuciated 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 en~f_!he_reporting 

period. The local government entity shall submit the 

financial report to the department for review. 

t3t--E~eh--a~~¼~--~ha~!--be--tn~tieted-~~e-~eter-than-i4 

mon~hs-£rem-the-e¼e~~-o£-the-r~9e~±-yea~-rer-wh~eh-the-8~dit 

±s-con~tte~e~T 

(2) The department shall prescribe a uniform reporting 

s1.stem for all local government entities subject to 

financial reporting reg~1re~ent~, other than school 

districts. The superintendent of public instruction shall 

prescribe the reporting requirements for school__districts. 

ill l._9:_) 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 ~~99,999 li.Q_O~OpO 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 precedi~q 2 fiscal years. ~he audit _ _!T!ust 

commence w1thin 9 months fr~~ ~he cl~se of the last fisc~l 
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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 

years, if directed by the departmen~LORL IN THE CASE OF A 

SCHOOL DISTRICT, IF DIRECTED BY THE DEPARTMENT AT THE 

REQUEST~ OF THE ~PEl!INTENDENT OF PllllLIC INSTRUCT IOI-I, cause a 

~i~ancial ~eview, as defined by depar:me~t r~le, 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 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 £!an and conduct its own audits 

or reviews in order to avoid a du£lication of effort. 

t4tJ.2t 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 tl1e affairs of any 

-8- HB 32B 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0328/02 

governmenteT local government entity referred to in this 

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

eracticable, build ueon audits 2erformed eursuant to this 

~ 

t5till The fee for the special audit 91'\e:i½ or review 

must be a charge based upon the costs incurred by the 

department in the-eondttet-0£-stteh relation to the special 

audit or review. The audit fee 9ha~T must be paid by the 

9ove~nmentet local government entity to the state treasurer 

and deposited in the enterprise fund to the credit of the 

department. 

t6t--tet-Exeept-e9-prov¼ded-in--sttb9eetien--t6ttet;--t~e 

depe~tment-mey-net-eod±tT 

t¼t--e--£~~e-distr½et-whieh-he9-en-ennttei-bttdget-er-Ye~9 

tftan-$%87888-and-±n-whieh-£ire-proteet±on-±s-pro~ided-~0%eiy 

by-a-£ire-eompany-eompesed-on%y--of--~e¼tlnteer--f±ref±9hter~ 

ergan±zed-~nder-~±t¼e-~7-ehapter-33;-or 

t±±t-a--f±re--aepartment--re¼±ef--a99eeiet±on--ergan±zed 

ttnder--~itie--±97--ehapter--ll,--wh±eh--has-anntlai-reee±pt9, 

±ne¼ttd±ng-earn±n99-en-±n~e9ted-~ttnd97-0£-!e99-than--Sie,aae, 

exeept-for-atldits-a~-pro~ided-ander-19-tl-%66~ 

+et--Stleh--f±re--d±9trtet--9harr--anntta¼¼y-£±¼e-w±th-the 

board-o£-eotlnty-eomm±99±oners-o£-the--eottnty--±n--w~ieh--the 

major±ty--0£--ehe-di~tr±et-±9-¼oeateO-a~-±te~±~eO-aeee~n~-0£ 

a±i-reee±p~s-and-expend±tttres-£or--the--year,--~i9~eo--~nder 
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oath--by--an--0£f~eer--0£-the-f±re-eompany-de9±9nated-by-ehe 

f±re-d±9tr±et-tr~stees~ 

tet--~he-board-0£-eottnty-eol'M'\i~9iener9--may--re~~±re--an 

anntla½--attdit--to--be--eondtteted--by--the--de~rtmer.t--±f-±~ 

eon9±der~-~neh-atl~±t-to-be-±n-the-ptlb¼±e-±nteresto 

fdt--Stteh--fire--department--re¼±ef--assoeiat±on---9he¼¼ 

anntta±¼y--f±¼e--w±th--the--mttn±e±pal±~y--±n--whieh--the-fire 

department-ret±e£-as~oe±etion-±~-½oeated-an-±temized-aeeottnt 

0£-al¼-reeeipt9-and-e~pendit~re~-£or-the-year,-~±gned--ander 

oath--by-an-o£f±eer-de~±gnated-ey-the-f±re-department-rei±e£ 

assoeiat±on-trtt~te~s7-~he-mnnie±~a¼±ty-may-req~ire-an-ennaa¼ 

attd±t-te-be-eondttete~-by-the-departfflent-±f-it-eons±ders-9aeh 

aad±t-to-be-±n-the-pnb¼±e-±nterest~ 

t~t--tat-E~eept-as-pro~±ded-in--9ttbseet±on--t1ttetr--the 

department--may-not-aad±t-an-±rr±gat±on-d±str±et-w±th-annne¼ 

expend±tares-of-¼e~~-than-$39 7 998 7 -exelttding-the-payment--of 

pr±ne±pa¼-an~-±nterest-en-federa¼-¼oans~ 

tbt--Stleh--±rr±9at±on--d±str±et-shai±-annttai¼y-£±ie-w±th 

the-e¼er~-0£-the-d±str±et-eo~rt-±n-the-eoanty-±n--wh±eh--the 

±rr±9~t±on--d±9tr±et--±s--loeated-an-±tem±zed-aeeoant-0£-aii 

reee±pt~-and-expe~dttttres-for-~he-year,-s±9ned-ander-oeth-by 

en-0££±eer-de~±9nate~-hy-the-±rrt9et±on-dt~tr±et-tr~~tee~~ 

tet--~~e-d~str±et-eoart-may-reqtl±re-an-enntle¼--eadit--to 

be-e~~d~e~~a-b~-~~~-d~~ar~fflen~-±f-tt-een~±rle~9-~tteh-~~eie-~e 

be-±n-t~e-~ab¼ie-~~~ere~~~ 
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t8t--tat-Exeept--es--pro•±ded--in-s~bseetion-t8ttet,-the 

department-mey-nut-sttdit-e--eemetery--distriet--w±th--anntta¾ 

expenditttres--of-¼ess-than-$iS78897-exelttdin~-t~e-payment-0£ 

pr±"e±pal-and-±nterest-oft-£ederal-leans, 

tbt--Stteh-cemetery-distr±et-shail-annttelly-f±¼e-w±th-the 

elerk-e£-the-d±striet-eottrt--±n--the--eottnty--±n--w~±eh--the 

eemete~y--dietr±et--±s--loeated--an--item±zed-aeeottnt-of-a¼¼ 

reee±pts-and-expend±tttres-for-the-year,-s±gned-~nder-oath-by 

an-e£l±eer-designated-by-the-eemetery-d±str±et-trttstees, 

tet--~~e-heard-of-e~~nty-eo!M\½~~½ener9--mey--re~tt½~~--an 

anftcal--attdit--te--be--eendtteted--by--the--department--±E-±t 

eons±ders--stteh--attd±~--te--be--in--the---ptlb¼te---±nteresto 

(Te[minates June 30, 1991--sec. 6, Ch. 140, L. 1989.) 

2-7-503. (Effective July l, 1991) Attd±ts Financial 

reports and audits of local 9overnmenta¼ government 

entities. (1) The depertmen~-she¼¼-attd±t-the-e££a±rs-ef-a¼±~ 

tat--eottnties~ 

tbt--±ncorporated-e±t±es-and-tewns-"e~in9--a--popttiat±on 

o£--more--than-3ee-±n-the-mest-reeent-eens~s-te~en-tlnder-the 

d±reet±en-0£-eongress~ 

tet--£±rst---and--seeond-ciass--sekooi---d±str4cts---an~ 

th±rd-e¼ass-sehoo¼-d±s~r±e~s-that-ma±nta±n-a-~t9h-seheei; 

tdt--schoe¼--d±striet--ex~rae~rr±ettiar--fttnds--£er-ptlpii 

tttnet±ons; 

tet--irr±9at±on--d+s~r±ets,--exeept---as---pro~±ded---~n 
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sabseet:i::en-t~t-r 

tft--eonservancy-d:i::etr¼ets~ 

tgt--fire--d±str:i::ets--and--volttnteer-£ire-departmen~s-±n 

an±neorporeted-areas,-tewns7-and--v±i½ages--sttpported--by--a 

m±¼¼-¼evy,-exeept-as-provided-±n-sttbseet:i::en-t6t;-and 

fht--fire--depertment--rei±e£--esseeiat±ens7--exeept--as 

preT±ded-%n-sttbseet~en-t6t~ 

tit--Baeh--attdt~--ska½½--be-made-e~ery-~-yeers-end-sha¼¼ 

eo~er-the--±IMted±ete¼y--preeedi"g--~--f±see¼--years--or--~ke 

~~~ernmen~al governi~g body or ma~aging or executive officer 

of a local government entity, ~n¼ess--Sftftttel-attdtts-are 

re~ttested-ey-~he-go~ernme"te½-en~±ty other than a school 

district o[ associated cooperative, shall ensure that a 

financial [eport 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 p[escribed 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. 

t3t--Eaeh-attd±~-sha½¼-be-±"%tie~ed--"et--ia~er--~han--r4 

months-£rom-the-e¼ese-of-the-£t9~ai-ye~~-£or-wh¼eh-the-attdtt 

±9-eondt1eted~ 

(2] The department shall pres~r~b~ a uniform reporting 

~ystem for all local government entities subject t .J 
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financial reporting requirements, other than school 

districts. The superintendent of public instruction shall 

prescribe the reporting requirements for school districts. 

ill (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 1 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 l 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 

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

SCHOOL DISTRICT, IF DIRECTED BY THE DEPARTMENT AT THE 

RE2UEST OF THE SUPERINTENDENT OF PUBLIC INSTRUCTION, cause a 

financial review, as defined by department __ rule, to be 

conducted of che financial statements of the entity for the 

preceding fiscal year. 

(4J A~ audit conducted i~ accordance with this part 1s 

in lieu of any financial or financial and c~liance a:...i.dit 
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of an individual financial assistance E.!..£9.tam that a local 

government is required to conduct under any other state or 

federal law or reaulation. If an audit conducted pursuant co 

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 du.E_lication of effort. 

t•t~ In addition to the audics required by this 

section, the deparrment may ar any time conduct or contract 

for a special audit or review of --~----- the affairs of any 

~o~e~nm~ntal 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 

~ 

t5till The fee for the special audit ~ftai¼ or review 

must be a charge based upon the costs incurred by the 

department in ene--condtlet-or-~tl~n relation to the special 

audit or review. The audit fee ~ha¼¼ must oe paid by the 

9overnm~n~ai local government entity to the state treasurer 

and deposited in the enterprise fund to the credit of the 

department. 

t6t--tat-Exee~~--a~--pro~±ded--±n-~tlb~eet±on-t6ttet,-ene 

d~par~m~n~-~ay-~~~-~~d±~~ 

tft--a-€±~e-Oi~~~iet-which-ha~-a~-a~~~a±-b~dge~-of--ie~~ 
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than-$%87688-a"d-¼n-which-£~re-proteet¼on-¼e-pro~~ded-sole¼y 

by--a--£¼re--eo~pany-eompoeed-on¼y-of-vo±anteer-fire£±ghters 

organized-ttnder-~±t¼e-~r-ehapCer-337-or 

tiit-a--£ire--departfflent--reiie£--assoe¼at±on--organ±~ed 

~~der-~it½e-¼9,--ehapter--i¼,--whieh--has--anntta¼--reeeipts, 

±ne¼ttd±n9--earnings-on-±n~ested-Ettnds7-0E-¼ess-then-$i8788Q7 

exeept-£or-attdite-as-prevideO-~nder-¼9-¼¼-i86• 

tbt--Stteh-fire-distriet-eha¼¼--anntta¼¼y--£i¼e--with--the 

~oard--0£--eoonty--eofflffi±ssioners--0£-t~e-eottnty-in-which-the 

major¼ty-0£-~he-d±striet-~s-¼oeated-an-±teffl±zed--eeeottnt--0£ 

a¼¼--reeeipts--and--expe"dttttres--fer-the-year7-S±qned-ttnder 

eath-by-en-offieer-of-the-£ire--eompe~y--designated--by--the 

£±re-dtstriet-trcsteee, 

tet--~he--eoerd--of--eottnty-eeffl..~issioners-mey-reqtttre-a" 

ennoai-attdit--to--he--eo"dtteted--by--the--depertment--if--±t 

eons~ders-etteh-aodit-to-ee-in-the-pttbiie-~ntereet, 

tdt--5tteh---r±re--der,ertment--re¼±e£--aesoe±et±on--shall 

annoa!±y-~i¼e--wtth--the--fflonte±pe¼tty--in--wh±eh--t~e--t±re 

department-rerief-aesoe±at±on-is-loeated-an-±~emi~ed-aeeottnt 

of--ai¼-reee±pts-and-expenditttres-for-~he-yeer,-eign~d-ander 

oath-ey-an-o££teer-designated-by-~he-£±re-depertment--rei~ef 

eesoeiat±on-trostees,-~he-mttnieipal±ty-may-re~ttfre-an-annoai 

attdit-to-be-eondceted-ey-the-department-±£-±t-eonsiders-sHe~ 

a~dtt-to-be-±n-the-p~h½te-~nter~st~ 

t~t--tat-Exeept--ss--pre~±~-ed--±~-sabse~eion-t~ttet,-the 
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department-fflay-net-aadit-an-ir~iget±on-distr±et-w¼th--annaai 

expend±tttres--o£-%e~e-than-$387 8687-e~e½ttd±ng-the-~ayment-e£ 

p~ineipa½-and-interest-on-federa½-½oans~ 

fbt--Saeh-±rrigat¼on-d±strtet-e~a½¼-anntta½½y--ri½e--with 

the--e½er~--of-the-d±etrtet-eoart-±~-the-eoanty-in-whieh-the 

irri9at±on-distr±et-is-½eeated-an-itemi~ed--aeeeant--0£--a±½ 

reeeipts-and-expend±tares-ror-the-year7-si9ned-ttnder-oath-by 

an-or£±eer-des±gnated-by-the-irr±gat±en-distriet-trttsteeso 

tet--~~e--d±etrtet--eeart-may-reqo±re-an-annaal-attd±t-to 

he-eondaeted-ey-the-departfflent-if-±t-eons±ders-saeh-attd±t-to 

be-±n-the-pttblie-in~erest7 1
' 

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 governmen~er local 

government entities ~eferred--to--t"--th~~--part and shall 

establish in those offices general methods and details of 

accounting. All geyernme"teil- local g~vernment entity 

officers shall conform with the accounti..!!.9. standards 

prescribed by the department.'' 

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

"2-7-505. Audit scope and standards. 

~he¼½~ be a comprehensive audit of tin~ 

(1) Each audit 

affairs of the 

qever"me"ta~ local .~overnment entity,-tnetndin9-eoll'tffle"t-en 
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the-ba¼anee-9fteet,-restt¼ts-0E--eperat±e"s7--eomp¼±anee--with 

state---stattttes---and---regtt¼ations,---reeoffl!llendation~--rer 

improvement7 and afty-ocher-eomments-deemed-pe~t±nent-by--the 

attditor,--~ne¼ading--h%s--express~on--o£--op~nion--as-to-the 

edeqttaey-0£-the-rtnane±a¼-presentations~ 

t~t--eaeh-stteh-attdit-reqtt±red--s~a¼¼ must be made in 

accordance with genera¼¼y--aeeepted--qo~ernmenta¼ auditing 

standards and in accordance with federal regulations adopted 

by the department by rule. 

(2) The department, with cooperation from state 

a~ncies, 

su.E2_lement 

s ha 11 ~are 

that contains 

a local sovernment 

state and federal 

applicable to local government entities," 

com.E_liance 

re.9.ulations 

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

"2-7-506. Audit by independent aeeott"tant--or auditor. 

(1) i"--¼±ett--ef-the-attdite-reqttired-ef-the-department,-the 

The department may 7 -w±th-the-eonsent-o£-er-at-the-reqttest-o£ 

the-reepeet±•e--go~ernmenta¼--ent±t±es,--eontrae~--ottt--ette" 

prepare and maintain a roster of independent auditors 

authorized to conduct audits w±th-a-pttb±ic-aeeettntent-er 

f±rm-0£-pttb¼ie-aeeott"tants-who-are-i!ee~eed-~nder--the--iawe 

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

available to local government entities subject to the 

~orting requirements of 2-7-503. ~he-dttra~ie"-~~--~~e~--~n 

attdit-eentr~et-fflaet-be-~et-forth-±n-the-eentrace-and-may-~o~ 
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e~eeed---3--yeare--btt~--the--eontraet--may--be--exte"ded--a" 

addit¼o"a¼-i-year9-ttpon--tne--reqtte9t--ef--t"e--governmental 

entity, 

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

shall establi9h adopt rules governing the adminietration--of 

the---contraets--between--the--departmentr--the--±ndependent 

aeeettntan~fattditor,-and--the--governmenta¼--entitieso--~heee 

rttle9-shalt-inelttde-ettt-net-be-¼imited-to: 

(a) eetab¼ishment--or criteria for the selection of the 

independent aeeottntantfattdite~ aud~tor; 

(b) eontraet---~orm---and---eentent grocedures and 

qualifications for placing applicants on the roster; and 

(c) standard9--e£--attdit--and--reperttng 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 

pldcement 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 :n a form 

presc1~i__l.J1c--.d er approved hv _::he departmer.t. 

l..±..L__The deparlment shall notify tne local government 
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entity of a required audit, the date the report is due, and 

the reguirement that the local government entity, the 

independent auditor, and the department must be parties to 

the contract. 

(5) If a local government enc1ty 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 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 1.n 

the manner of other claims against the local government 

enti!:l," 

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 gevernment8i local government 

entities referred to in this part shall .e:Eford provide all 

reasonable facilities for the departmenti~ audit and shall 

furnish~ information to the department-nnder--oath--in--a 

ma""er--preser~bed--by--the--depe:rtment 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 

Oepe:r~ment independent auditor may examine any books, 

papers~ accounts, and documents in the office or possessi.,-:n 

of any go~ernmentei local government entity referred-to-tn 
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t~~~-part and-ffl8y-send-Eer-p~rsens--er--pe:per~--and--e~e:ffl~ne 

t1nd@r-ee:th-.eny-persot't-eef'leern±-f'l9-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. l 1 l The department 

independent auditor may count the cash, verify the bank 

accounts, and verify all accounts of a public officer whose 

accounts it the independent auditor is examining under law. 

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

other gever~mente½ local government entity r@£erred-to-t~ 

thi9-par~ refuses to ~eeere--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 depertffl@ftt 

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 attotney and the 

governing body of the go~ernfflen~e:i local government entity. 

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

local government entity shall ~l'l\ffled~eee~y aft~t notice and 

the opportunity for a hearing be suspended from the duties 

and emoluments of his office ~nd the governing body of ~~e~ 

governm~ntai the local governme~_! 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 deparement 

inde£endent audito~, if a shortage of cash existed in the 

accounts of the officer, the ~e~artment independent auditor 

of the shall fi-:1:e---witr'l notify the governing body 

gevernmenta:1: local government entity a-f±nal-report of the 

a~di-t,--~"ewi-ng--the shortage. ~he--governi-nq--body-sha¼¼, 

w±th±n-i8-day~-a£ter-the-£i-ii-ng-0£--the--departmenti9--£±n~i 

repert--o£--the--attdi-t,--set--a--date--and-ti-me-£er-a-£orma:I: 

hear±ng-to-~e~t-the-eee~~aey-e£--the--£±nei--report--of--the 

a~e±t-and-gi-ve-notiee-o£-the-hear±ng-to-the-o££ieer• 

( 5) If the governing body finds 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 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-f±e¼d-wo~~-ef each audit, the in-~harge independent 

auditor is required to hold with the appropriate officials 

an exit review conference in which the audit results ~haii 

must be discussed." 

Section 11. sectio;1 2-7-513, ~-CA, is amended -:o read: 

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

-21- HB 328 

2 

3 

4 

5 

6 

7 

8 

9 

10 

~l 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

21 

25 

HB 0328/02 

..LU_ The audit reports shall ~o"tsi"-b~t-are-not-limiteO-te 

th:e-£'.o!!owing-:-

tit--f~na"ei~½--~tate~e"t~---that---eor.form---with---t~e 

gen~~~i!y--aeeep~ed--go~ernmenta~--aeeottnting-prine±~ies-and 

wh±eh7-±n~orar-e~-poss±ele,-pre~ent-the--£±nane±a¼--pes±t±o" 

and--restt¼ts--0£--Einaneia¼--operations-Eor-eaeh-~ttnd-0£-tne 

governmentai-ent±ty~ 

t%f--an-expression-of-op±n±on--re9ard±n9--the--£%nane±a¼ 

~tatements,--taken-as-a-who¼e,-or-an-assertion-to-the-e££eet 

that-an-op±n±on-eannot-~e-expressed,-Wnen-an-o~era¼¼-op±n±on 

eannot-be-expres~ed,-t~e-~ea~o~~-therefer-~~ottid-be-gee~ed, 

t3t--a-statement-that-previotts¼y-noted--dee±eieneies--or 

reeommendations--eo"tained--±n--prev±ott~--attdit-reperts-ha~e 

been-aeted-ttpon-by-edopt±on-as--reeomm.enOed,--adopt±en--w±th 

mod±fieat±on7-or-rejeet±on7-and 

t~t--d±seio~ttre--of--any--¼eek--of-eomp¼±anee-with-state 

stat~tes--or--re~tt¼ations 7 --as---wel¼---as---any---operat±ng 

d@fie±ene±es--or-reeofflffl.ende:t±ons-£0!'-;:ft".pr-ovement comply with 

the reporting reguiremen~s of government auditi~g standards 

issued by the U.S. comptroller general and federal 

regulations adopted by deoactment rule. 

(2) The department shall prescrlbe general methods and 

details of accounting for the financial repcrt for ·ocal 

~~er-_Q__f'.!_"::·,t. en tit ie~.c)ther than sc!".Jc:..s. ::'.e :.:.nar-1c1al report 

~ust be submitted 1r1 a form req~ired by c~e 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) i~~ttenee--end--£i¼~ng Filing of 

audit report and financial report. (1) W~th±n-¼~9-day~-erter 

the-eomp¼et~on-of-the-f~e¼d-we~k,-the-department-9h8~¼-½~9tte 

Completed audit reports as-re±¼ow9~ 

tat--eottn~r-e~eit-report~-to-eettnty--eofflffli9~iener97--ehe 

cottnty-e¼erk-an~-reeerder,-end-the-eo~nty-attorney~ 

tbt--e±ty--or--town--a~dit--report~--to-the-e±ty-or-town 

gewern~nq-eody,-the-eiey-or-town--eh±ef--f~nane~a¼--off±eer, 

the--e±ty--or--tov"--eh±ef--e~eettt±ve,--anO-the-etty-er-tew~ 

attorney; 

tet--sehool-distriet-attd¼t-report~-to-the-trttstees,--the 

eottnty-ettper±fttenOent-0£-sehools,-the must be filed with the 

department. Completed financial reports must be filed "1it!-. 

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

superintendent of public instruction,-the-eottnty-~ttorney, 

and-the-eier~-of-the-seheei-d¼etr±et; 

tdt--sehooi-Oietr±et-extr8e~rr±ettiar-fttnd-a~d±t--reports 

~o--the--tr~~tees;-the-eoanty-stlperintendent-ef-se~ooie,-the 

state--sttpertnteneent--o~--~~bl±e--instraetion,--the--eottnty 

attorney,-and-the-fttn~-a~m+n±str~to~, 

tet--ftre-distriet-or-~o±tlntee~--i~~e--departffl~nt--aad~t 
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reports--to-the-trttetees,-the-eottnty-attorney,-and-the-eler~ 

aftd-reeerder-of-the-coanty-±n-wh±eh--the--f±re--d±str±et--or 

fire-department-¼e-¼oeated; 

tft--eonservaney--d±str¼et-attd±t-reports-to-the-board-of 

d¼reetere7--the--departfflent---of---"atttra¼---resottrees---and 

eonser~mt¼on,---~he---distr±et---eo~rt,---and---the---eoa~tr 

at-torfteytst; 

t~t--£±re-departmen~-re!±ef-8ssoe±at¼on-a~d±t-reports-to 

the--trtts~ee97-the-e±ty-or-town-attorney,-and-the-reepeet±ve 

e±ty-or-town-e%erk; 

tht--±rri9ation-distr±et-attd±t-reperts-to-the--board--of 

eommi9s¼onersy---tne---d±striet---eoart,---and---the--eettnty 

attornertst;-and 

t±t--eemetery-d±etr±et-attd±t-reports--to--the--board--of 

eem~tery--trttstees,--the--d±etr±et--eottrty--and--the--eettnty 

attorney shall file with the department a list 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 district, when the audit report is 

filed with the department, the local government entl!Y__shall 

pay to the department a filing fee. The department shall 

t;ha_:;_:ge a. filing fee TO ANY LOCAL _ _g9~RNMEN"r ENTITY REQUIRED 

TO HAVE AN AUDIT UNOER [ SECTION 31, ",;HICH FEE MUST BE based 
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U£On the costs incurred by the deEartme~t in the 

administration of this part. THE FILING FEES FOR SCHOOL 

DISTRICTS RE.QUIRED BY THIS SECTION MUST BE PAID BY THE 

SUPERINTENDENT OF PUBLIC INSTRUCTION FROM THE FUNDS 

APPROPRIATED FOR STATE EQUALIZATION AID AS DEFINED IN 

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

rule based upon the local government entities' revenue 

amounts. 

fit.ill A½i Copies of the completed audit and financial 

reports ±sstted--by must be made available by the department 

and the local government entity are-to-be-ma¼"te±"~d-o"-r~~e 

at-a"-appropriate-¼oeat¼o"-a"~-ope"-to for public inspection 

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

6, Ch. 140, L. 1989.) 

2-7-514. (Effective July 1, 1991) fsstlanee--a"d--£±½±"g 

Filing of audit report and financial report. (1) W~th~~-r~e 

day~-a£ter-the-eomplet±on-o£-the-f±e¼d-wor~,-the--dep8~tment 

sha¼i-ieette Completed audit reports ae-follo"e~ 

tat--eo~nty--ettdit--reporte-to-eoanty-eommtee±oner~,-the 

eOHftty-ele~k-and-reeorder,-and-the-eotlnty-attor"ey; 

tbt--eity-oP-town-ettdtt-reporte--to--the--etty--oP--town 

go~er"±"g--body,--the--e±ty-oP-towft-eh±ef-£±naneia¼-or£±eer7 

the-e±ty-o~-town-eh±e£--exeeati~e,--and--the--eity--or--town 

attorney~ 

tet--eehool--d~~triet-aadit-reporte-~o-tMe-~r~~teee,-t~e 
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eoanty-saperintendent-0£-eehoors,-the must be filed with the 

department. Completed financial reports must be filed with 

the de12.artment as provided in 2-7-503(1). The state 

superintendent of public instruction,-the--eottnty--9ttorn~y, 

end-the-e¼er~-of-the-sehoo¼-O±s~riet; 

t0t--sehooi--d±str±et-extraettrr±ctt¼8r-fttna-attd¼t-report~ 

to-the-tr~~tee~7 -the-eottnty-s~perintendent-oi--sehoo½~,--the 

9tete--snper±ntendent--of--p~b±±e--±n9traet±on,--the--eottnty 

attorney,-and-the-Ettnd-edmtnt~trater; 

tet--ETre--O±striet--or--~oittnteer-f±re-depertment-attd±t 

~eports-to-tne-trtlstees 7 -the-eo~nty-attorney,-and-t~e--e¼er~ 

a"d--reeoreer--or--the--eoanty-±n-wh±eh-the-£±re-d±str±et-or 

£±re-department-±s-ioe8ted; 

tft--eon~ervaney-d±~tr±et-attdit-report~-to-the-boerd--of 

d±reetors,---the---department---o£---n8tttre¼--resottrees--and 

eonser~ation,---the---d±str±et---eottrtT---and---the---eottnty 

attorneytst; 

tgt--r±re-depertment-rer±er-assoeiat±on-ettO±t-reports-to 

the-trtlstees,-the-eity-or-town-attorney,-and-the--re~peet±~e 

e±ty-or-town-erer~1-and 

tht--irr±9et±on--d±str±et--atld±t-reports-to-the-eoard-er 

eo!ftfflissione~s,--the---d±str±et---eoart,---end---the---eottnty 

~tto~neyt~t shall file with the department a list of school 

districts suQ_jec'.:. t.:; d'...ldi1: ur.Ce: 2-7~503(3). The list must 

Ue [_il,ed with t~t> ,'i_~artrr.er.t within 6 months a:"ter the close 
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of the fiscal y~~ 

(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 ~he deoartment a filing fee. The department shall 

charge a filing fee TO ANY LOCAL GOVERNMENT ENTITY REQUIRED 

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

upon the costs incurred by the department 1n the 

administration of this part. NOTWITHSTANDING THE PROVISIONS 

OF 20-9-343, 7HE FIL:NG FEES FOR SCHOOL DISTRICTS RLQCIRED 

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. 

f~till A¼¼ Copies of the completed audit and financial 

reports isstl~d-by must be made available .EY the department 

and the local governmenc entity ere-te-be-mai"tained-on-~i¾e 

~e-en-appr~priate-to~ation-~~d-epen-to !£.E_ public ir.spection 

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 TO REPAY THE GENERAL FUND LOAN OVER A 

5-YEAR PERIOD." 

Section 13. Secr.1.c-:", 2-7-SlS, MCA, i:;; amended tu rec1d: 

0 2-7-515. Actions by governing bodies. ( l) 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 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 report, 

notification shai+ 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 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 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 deEartment and the local 

government entity fail ta agree, a conference between the 

parties must be held. Failure to resolve findings or 

im£lement corrective measures shall result in the 

withholding of financial assistance in ~ccordance with rules 

?_s!_?Eted ~-~-~~ __ _depa r tm~-~-t. __ p_~_nd i n.9 re sol l!.!__i ~~r:!_ __ 1Jr co_!_TIJ2_ l i a nee. 

t3tj_4__l In cases where a viuldtion 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, c1ty, 

or town attorney as provided 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 

violations of law and nonperformance of duty. If the county, 

city, or town attorney fails or refuses to prosecute the 

case, the department may eMploy-a" refer the case to the 

attorney general to prosecute the case at the expense of the 

respee~ive-qover"me"tai 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. 

titill The de~artment-~harr-ehar9e compensation for an 

audit fees--b8sed--ttpon-t~e-eo9ts-ine~rree conducted by the 

department i~-the-admin±~tration-of-this-part, 

t~t--Al±-attOit-fee9-"erein-~r~vided-~"att must be paid 

by the 90YerMme~t~¼ local 9cver11ment entity to t~e stare 

treasurer and 9e deposited in an enterprise fur.d to che 
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credit of the department. 

t3t--The---departme~t---may---sttbmit---a---et±t--to--the 

gove~nmenta%-entity-based-ttpon-the-e~timated--percen~a9e--0£ 

com~let~on--0£--any-att~tt,-~"e-9o~erMmental-entity-mtt~~-ma~e 

peymeftt-w~thin-68-deys-of-recei~~n9-a-~¼½½~" 

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

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

has failed to file a report as required 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 repart or payment of 

the filing fee, all financial assistance that was withheld 

under this section must be released and paid 

government entity. 

to the local 

ill When a go~ernmentaT local government entity has 

failed to make payment as required by 2-7-516_ill within 60 

days of receiving a bill for an audit, the department may 

issue an order stopping payment of any state financial aid 

to the 9o~ernmentai local governme~t entity. Upon payment 

for the audit, all financial aid chat ~as withheld because 

,.-,r f.1~ ~ure to m~lkt-'> payc:!en~ :,:,e±± :r. 1~=t De rele_,sed and paid 

to the 9o~~rnm~"~~t local government e~tity." 
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Section 16. Section 2-7-518, MCA, is amended to read: 

"2-7-518. Deposit of Bed~~ fees. All aadit fees 

received from gcverMle"ta¼ 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 s.n 

Section 17. Section 2-7-521, MCA, is amended to read: 

"2-7-521. {Temporary) PublicAtion. (1) (a) Exeep~--a9 

~re•~ded--±~--,eb~ee~±e"--t3t7-after After the expiration of 

the JO-day period provided for in 2-7-515(1), the department 

iocal government entity shall send a copy of ~fte--ge~e~8T 

eearttftes--s~e~~e~--e~ each audit report to a newspaper of 

general circulation in the area of the local government 

entity. How-ever, ehe-C)el'\era¼:-eefflftle!'lt-s-~eetiert-ef- each county 

audit report must be sent to the official newspaper of the 

county. 

(b) For an audit report of a ieea%--ge~e~f'lffle!'lt--erttity 

prov~ded--for--~Pt--i-7-583f%ttat--or--t±ttet county or an 

incorporated city or town, the departme!'lt county, city, or 

~ shall send to the appropriate newspaper a copy of a 

summary of significant findings regarding the audit report.. 

The summary, which may not exceed BOO words, must be 

prepared by the attd~~irtg-~gef'ley er-E~rm independent auditor 

dnd contain a statement ir..dicat~ng that it is only a summary 

and is not intended to be used as an audit report. 
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(2) Foe an audit report of a ¼eea¼--1o••rn•ent--eftt±ty 

pre•¼~ed---fer---±n---i-~-~83t¼ttat---er--t¼ttnt 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 is 

on file in its entirety and open to public inspection. 

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

previded--fer--in--i-~-S9~trttet-~"reegh-t±ttit 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 

loca!. government entity will send a copy of the audit report 

to any interested person upon request. A-eopy-ef--the--attd¼~ 

repe~t---mtt9t--ee--9e~t--te--~he--new9paper--ptt~%¼shi"~--~he 

~tetem:ent-s-. 

(4) Publication costs must be borne by the audited 

ge~ernMe~~ai local government entity. (Terminates June 30, 

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

2-7-521. (Effective July 1, 1991) Publication. ( l) (a) 

Exeep~--•~--pre•id~d--±"--,~bseetron--t3t7--af~eP After the 

expiration of the JO-day period prvvided for in 2-7-515(1), 

the dll!"P9t"tme111!:' local goveo·rnment entity shall send a copy of 

ene--g~f'ter·at--eommel'lt5--see'"ieri--or e<1ch audit report to a 

-32- !IS' 128· 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0328/02 

newspaper of general circulation in the area of the local 

government entity. However, the-gefte~a±-eofflfflents-section-0£ 

each county audit report must be sent to the official 

newspaper of the county. 

(b} For an audit report of a ~eea~-9overnment-entity 

pro•~d~d--£or--±"--r-T-593t¼ttat--or--t•ttbt county or an 

incorporated city or town, the departfflent 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 attd±~±ng-ageney er-£irm indepe~dent 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 Toea½-geve~nment-e~t¼ty 

prov±ded--for--~"--r-T-593t¼ttat---or---ttttbt 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 is 

on file in its entirety and open to public inspection. 

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

prov±d~d-for-±"-i-T-503ttttet-thro~gh-t¼ttht other than a 

county or incorporated citv ~r 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 

local government entity will send a copy of the audit report 

to any interested person upon request. A-eepy-0£-the-~tte¼t 

re~ort--mttet--ee--sent--to--the--newepaper--pttbl¼sh%n9---the 

etateme~t9T 

(4) Publication costs must be borne by the audited 

9o~ernmen~e½ local government entity. 11 

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

department shall determine whether the provisions of this 

part have been complied with by the independent auditor. 

( 2) Upon receipt of the audit repcrt fr,::irr> 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 OF THE SIGNIFICANT ISSUES OF NONCOMPLIANCE. The 

notification must include issuance of a statement of 

deficiencies by the department. The department shall allow 

the i~dependent 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 shal~ nocify the 

lccal government entity that the report has not been 

:-eceiveJ. :"'.1~ ::.:.;.:e t....::- 3uom1t a repor:. s:--.a.~.:. :-~st.,;_t :.r. :::e 

withhcldinq ,~f pay:nenr. of the audit fee per:di:-.g 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 beard. 

(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 

ass is ta.nee, the depdrtrnent sha:1 

that is responsible for disbursing 

funding. 

notify the state agency 

the state or federal 

(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: 

•J-5-902. Fiscal administration for payment of court 

expenses. The department of commerce shall: 

{l) 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 ~isted in 3-5-901; and 

(2) develop a uniform accJunting system ~accord~nce 

with 2-7-S04 for use by t~e count1es in reporting court 
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expenses at a detailed level for budgeting and auditing 

purposes~-and 

t3t--pre•ide--£or--a~ft~a¼--attd±t±n9--ef--d¼str±et--~ett~e 

expenses-eo-assttre--no~ma~--e~erations--and--eeftsisteney--¼n 

r~perti~9-of-@xpe~d±t~res." 

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 

3-5-901 are funded, to the governing body of a co~nty for 

the district courts for assistance, as provided in this 

section. 

{2) The governing body of a county 

department of commerce for a grant 

may apply to the 

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 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 IT'.ade from the district 

court fund that are not specificall}· authorized by 7-6-2511 

and 7-6-2351. 
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(3) To the extent funds are available, the department 

ot 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 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 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, from 

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 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) Af~er-e¼i-grents-ar@--~warded,--~he--de~artment--of 

eeffll'fterc@--shaii--e~dit--eaeh--appro~ed--grant--reqtte~t,--~he 

de~a~tment--~ha¼i--e~arge--eaen--eounty-reee~~¼n~-a-grant-dn 

auOit-~ee-in-the--same--afflo~~t--a~--the--eoet~--ine~rred--in 
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eondttetin9-e~~-8ttd~t~ 

t8t If th~ an audit of--a-grsnt-reei~ient conducted 

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

grant in excess of the amount far 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 gra~t if il: owes the 

department a refund of a prior year's overpayment. 

t9tl!U. The department of corr~erce 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-~113, ~CA, is amended to read; 

•7-6-4113. Filing of annual financial statement. ( 1) 

the 

the 

The city or town clerk must, witnin 120 days 

close of each fiscal year, transmit one 

following 

copy of 

statement to the department of com.~erce and must present the 

other copy to the city or town c8uncil er commission. 

( 2) If a city or town clerk fails to file a copy of the 

~tJtement with the department ~~=~in =he t:~e ;pecified, the 

department, without delay, shali examine che 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 exa~ination shall be considered a special audit under 

the provisions of subsections f4t--aftd (5) and (6) of 

2-7-503, and all of the provisions of subsections t~t-aftd 

(5) and (6) of 2-7-503 apply to it." 

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

•19-11-204. Attdi~ Review and report by board of 

trustees. The board of trustees of the association shall 

ettdi~ 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 19-11-205, 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 a~sociation shall annually prepare a d~~ai¼ee report 

of 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 

dttpii~a~~--oE--it-wi~" the state auditor. Ne-mo~ey ~ may 

not be paid t0 the treasurer of the association until rhe 

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

w20-9-203. Eza.mination of district accounting records. 

t¼t The accounting records of all first-L aftd--seeond-eiase 

eehee¼--distriere second-, and third-class school districts 

that-mainta¼n--a--~~9h--sehee¼--sha¼i 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. 

t~t--Aftntta¼¼y-end-a~-stteh-o~~er-tiffles-as-direeted-ey-the 

board--ef--eeanty--e~IM\issioners--er--trttstees7--rhe--eettnty 

aadi~er-or-~he--eottnty--treasarer--iE--there--is--no--eettn~y 

aaditer---shai¼---attd*t---t~e--aeeettnt±ng--reeerds--or--eaeh 

third-eiass-dtstriet-that-dees-net-ma¼ntain-a--h±gh--se~ee¼T 

Stteh--d¼striet--sha¼¼--de¼i•er-a¼¼-aeeettnting-reeords-te-the 

attditinq-eettnty-oEfteial-ne-¼ater-than-Jttiy-½S-£or-the-attSit 

ef-the-£¼naneia¼--aeti•ity--ef--the--iast--eomp¼eted--seheoi 

Eiseai--year~-~he-attdit¼ng-eottnty-of£±eial-shai¼-e~am*ne-t~e 

aeeettnting-reeerds7-prepare-an-sttd¼t-report7-&ftd~ 

tat--retttrn-~fle-aeeottnting-reeerds-to--the--distriet--fto 

iater-thsn-Attqttst-¼5~ 

tbt--seftd--e-eepy-of-the-au~it-feport-to-the-eha¼rman-of 

the-~rttstees;-snd 

tet--f±ie--eepie~--ef--the---~ttdit---~eport---wi~h---the 

sttperin~endent----of----p~b%±e---in9tr~etion,---the---eottftty 
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sttper~n~endel'\t,-el'\d-eh.e-eottnty-clerk:-and-reeorde!'.- 11 

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

"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 cf the district. In 

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 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 

judgme:-:::: :.;if c.he trustees the in~estrnent w0uld oe 

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 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 withdrawn, 

except that interest earned on account of the investment of 

money realized from the sale of bonds must oe credited to 

the debt service fund o~ the building fund, at the 

discretion of the board of trustees. The placement of the 

investment by the county treasurer is not subject co 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 

1n Title 17, chapter 6. 

(5) cause the district to record every transaction in 

the appropriate account before the accounts are closed at 

the end 0f the fiscal year in order to properly report the 

receipt, use, and disposition of all money and property for 

which the district is accountable; 

(0) report annually to the county superintendent, not 

'...'l':"P! th.1!". Au-.;u:::;t 1, the financia:._ activit:.es ~.: each fund 

m.1int.1ineJ by tl-:c district during the last co:-r,pleced school 
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fiscal year, on the forms prescribed and furnished by the 

superintendent of public instruction. Annudl fiscal reports 

for joint school districts must be submitted to the county 

super:ntendent of each county in which part vf the joint 

district is situated. 

t7} 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 

auditej bi~""±aiiy as required by 2-7-503; Q~c 

(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 reviews;-e~d--stlei~s. 

(1) The superintendent of public instruction shall prescribe 

regulations for keeping the financial and commodity records 

and making reports on school food 

district. The financial records 

services operated by 

~he¼¼--e±weys must 

a 

be 

available for inspection and audit by federal and state 

officials authori~ed by law or contract to perform audits 

and ~hail De preserved tor stteh the period of time, not to 

exceed 5 years, ·a9 the superintendent of public instruction 

24 mdy prescribe. 

25 (2) 'I'h.e superintendent of public instruction shall 
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conduct or cause to be conducted the attftiCs7 inspections7 

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 IN HIS PROPOSED BUDGET SUBMITTED TO 

THE 53RD LEGISLATURE AN ESTIMATE OF COST SAVINGS TO STATE 

AGENCIES RESULTING FROM THE IMPLEMENTATION OF LTH_l_§_AC'l'j. 

NEW SECTION. SECTION 28. INTERFUND LOAN FROM THE 

GENERAL FUND. COSTS INCURRED BY THE DEPARTMENT OF COMMERCE 

DURING FISCAL YEAR ENDING JUNE JO, 1992, IN ADOPTING RULES 

TO IMPLEMENT [THIS ACT] AND IN PREPARING FOR THE 

IMPLEMENTATION OF [THIS ACT], UP TO THE APPROVED 

APPROPRIATION FOR THIS PURPOSE, ARE TO BE FUNDED BY AN 

INT.ERFUND 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 AC'!'l. 

NEW SECTION. Section 29. Codification instruction .. 

[Section 18] is intended to be codi-fied 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]. 

Nl;:W ~E_C'.J'ION. S.CtiOO l(). ,Effective <late 

appli.cability. (1) Except ;os provide<l in (2), [this act] is 

23 effective July 1, _19S)_2., anG a_pplLes to the fis.cal ye~.c 

24 end,i.ng June JO., l':}92_. 

25 ( 2) The d~partment of commerce m.ay -~dopt cµ4!s .t.Q 
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1 implement [this act) to become effective July 1, 1992. 

NEW SECTION. SECTION 31. TERMINATION DATE. SECTION 2 

3 2-7-514(4), AS ADDED IN [SECTION 12],~ TERMINATES JUNE 30, 

4 1997. 

-End-
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l HOUSE BILL NO. 328 

2 INTRODUCED BY COBB, JERGESON, GRINDE, KEATING, KADAS, 

J PAVLOVICH, SVRCEK 

4 BY REQUEST OF THE LEGISLATIVE AUDIT COMMITTEE 

5 

6 A BILL FOR AN ACT ENTITLED: "AN ACT ADOPTING THE STATE 

7 SINGLE AUDIT ACT; GENERALLY REVISING AND CLARlFYING THE LAW 

8 RELATING TO AUDITS OF LOCAL GOVERNMENT ENTITIES; REQUIRING 

9 COMPLIANCE WITH GOVERNMENT AUDITING STANDARDS; AUTHORIZING 

10 THE CHARGING OF FEES COMMENSURATE WITH COSTS FOR STATE AUDIT 

11 SERVICES; .AUTHORIZING AN INTERFUND LOAN FROM THE GENERAL 

12 FUND; AMENDING SECTIONS 2-7-501, 2-7-502, 2-7-503, 2-7-504, 

ll 2-7-505, 2-7-506, 2-7-507, 2-7-508, 2-7-511, 2-7-512, 

14 2-7-513, 2-7-514, 2-7-515, 2-7-516, 2-7-517, 2-7-518, 

15 2-7-521, 3-5-902, 7-6-2352, 7-6-4113, 19-11-204, 19-11-205, 

16 20-9-203, 20-9-213, AND 20-10-202, MCA; AND PROVIDING A 

17 DELAYED EFFECTIVE DATE ANBL AN APPLICABILITY DATE, AND A 

18 TERMINATION DATE." 

19 

20 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

21 

22 

23 

24 

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: 

ill 11 Audit" means a financial audit and includes -------

25 financial statement and financial-related audits as defined 

~ .... ,..,.,., ... '"""'' 
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There are no changes in this bill. 
and will not be reprinted. Please 
refer to yellow copy for complete 
text. 
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SENATE STANDING COMMITTEE REPORT 

MR. PRESIDENT, 

Page 1 of 1 
March 19, 1991 

We, your committee on Finance and Claims having had under 
consideration House Bill No. 328 (third reading copy -- blue), 
respectfully 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" 

Amd. Coard. 

2~ ? -c?rJ /.'V _<' 
Sec. of Senate 
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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: 1'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; 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, 2-7-515, 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 DATEL AND A 

TERMINATION DATE." 

BE IT ENACTED BY THE LEGISLATURE OP THE STATE OF MONTANA: 

Section 1. Section 2-7-501, MCA, is amended co read: 

•2-7-50la Definition. Unless the context requires 

otherwise, in this part, the following definitions apply: 

iJ:.1 "Audit" means a financial audit and i:1clu.des 

financial statement and financial-related audits as defined 

~n, •••;"•"•• eounc;, 
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by government auditing standards as established by the U.S. 

comptroller general. 

ill "Board" means the Montana board of 12ublic 

accountants provided for in 2-15-1866. 

.ill. .11.depar~fflet1:i'!.11 "Department" means the department of 

commerce. 

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

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

~ ree~p¼e~~ LOCAL GOVERNMENT ENTITY or subrecipient to carry 

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

grants, contracts, cooperative aqreements, loan~ 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 responsible for identifying the 

source of funds awarded to recipients. The recipient is 

responsible for identifying the source of funds awarded to 

subreci,e.ients. 

l!>l Financial assistance does not include direct 

federal, state, or local government cash assistance to 

individuals. 

W ''Financial reoort 11 means a Eresentation of 

schedules thdt reflect a current financial _p_osition and the 
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operating results for the 1-year reporting period. 

(6) "Independent auditor" means: 

HB 0328/03 

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

meets the standards specified in the government auditing 

standards; or 

~ l'ttbHe LICENSED accountant who meets the 

standards in subsection~. 

ill (a) "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, commission, or individual 

elected or appointed by the public or representatives of the 

~ublic~ and 

(iii) receives local, state, or federal financial 

assistance. 

(b) Local government entities include but are not 

limited to: 

(i) airport authority d~t~i2ts; 

(ii) cemetery dist!'ictsi 

(iii) counties; 

(iv) county housing authorities; 

{V) county road improvement ~is~ricts; 

(vi) county sewer districts; 

(vii) county water districts; 

-3- HB 328 

1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(viii) county weed control districts; 

(ix) drainage districts~ 

(x} fire department relief associations1 

{xi} fire districts; 

(xii) hosoital districts; 

(xiii) incorporated cities or towns; 

(xiv) irrigation districts; 

(xv) mosquito districts; 

(xvi) municipal housing authority districts; 

(xvii) port authorities; 

(xviii) refuse disposal districts; 

(xix) rural improvement dis~ricts; 

~ school districts includi.!!.S, 

extracurricular funds; 

(xxi) soil conservation districts; 

a 

BB 0328/03 

district's 

(xxii) special education or other cooperatives; 

(xxiii) television districts; 

(xxiv) urban transportation districts; 

(xxv) volunteer fire departments; aftd AND 

(xxvi) water conservancy districts;-ANB 

tMMVfft-GRASfNG-BfS~Rte~s. 

ill "Revenue~ means all receipts of a local government 

entity from any source excluding the proceeds from bond 

issuances. 11 

Section 2. Section 2-7-502, MCA, is amended to read: 
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"2-7-502. Attd¼t Short title -- purpose. (1) This part 

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

ill The p~rpese purposes of the-att8¼e-e£-the-erra±rs-e~ 

th~-gevernmen~a¼-enti~¼es-as-se~-for~h-±n this part sha¼¼-b~ 

are to: 

(a} improve the financial mana.9.ement of local 

government entities with respect t--9 ~dei;~lL st~e~ and 

local financial assistance1 

ill establish uniform reg,uirements for financial 

reports and audits of local government entities: 

i£l instt~e ~ constituent interests by determining 

that compliance with all appropriate statutes and 

regulations is accomplishedrL 

(d) ensure that the financial condition and operations 

of the local government entities are reasonably conducted 

and reportedTL 

ill ensure that the stewardship of stteh local 

government entities is conducted in stteh a manner as to 

preserve and protect the public trust,L and-te 

(f) 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) Attd±ts Financial re~orts 

audits of local go•e~nmenta¼ government entities. (1) 

de~artme"t-shai¼-attd±t-the-a££a±rs-o£-ai¼~ 

and 

The 

tet--eettnt~es7 

tbt--ineorpo~ated--e±ties--and-tow"s-ha¥±"g-a-pop~¼at%on 

e£-mere-than-388-±n-the-mest-reeent-ee"etts-ta~en--ttnder--the 

d±reet±en-e£-eongre99~ 

tet--£iree----end---seeeftd-e¼ass--eehoot--distr¼ees--aftd 

th¼rd-e±ass-se"oe¼-distr¼ets-that-ma¼nta¼"-a-hi~h-sehoo¼~ 

tdt--sehooi-distr±et--extraettrrieH¼ar--£ttnds--£er--pttp¼¼ 

£ttnet±ons~ 

tet--irri9ation---d±etriets7---exeept---as--prov±ded--~n 

stteseet±on-t~t~ 

t£t--eonservaney-d±striets~ 

fgt--Eire-di9triets-and-voittnteer--£ire--departments--in 

ttn±neorporated--areae,--towns,--and--¥±¼¼ages-sttpported-by-a 

m±¼l-¼e¥y7-exeept-es-prov±ded-±n-stteseeticn-f6t7 

tht--E±re--department--relie£--aseeeiat±ons,--exeept--as 

provtded-i~-etteseetion-t6t~-and 

t±t--~emetery-d±str±etso 

t~t--Eaeh-attdit-shatt-be-made-every-~--years--and--sha¼± 

eover--~he--~mmed±ateiy--preeed±n9--i--t±seai--years--0£-the 

9o~e~nmenta± ~~rning body or managing or executive officer 

of a local government entity, tt"¼ess--anntta¼--attdits--are 
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reqttested--by--the--go•ernmenta¼--ent¼ty 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. 

t~t--Bach--aud±t--sha¼¼--be--±nit±atea-not-¼aeer-than-%4 

men~hs-f~effl-~he-e¼ese-ef-~he-f±sea¼-year-for-wh±~h-the-aud±t 

±s-eendtte~edT 

ill 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 school districts. 

ill (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 $%881898 $200,000 or federal 

financial assistance in excess of ~ODO 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 
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y_ear of the audit ~eriod. The audit must be completed and 

submitted to the department for review within l .I.ear from 

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

~ 
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 OF A 

SCHOOL DISTRICT, IF DIRECTED BY THE DEPARTMENT AT THE 

RE~UEST 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. 

ill 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 ~aw or regulation. If an a~dit conducted pursuant to 

this ~rovides 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 UJ20n 

and use that information to plan and conduct its own audits 

or reviews in order to avoid a duplication of effort. 

t4t12J.. In addition to the audits required by this 

section, the department may at any time condt1ct or contract 

for a special audit or review of the affairs of any 
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gevern.menta¼ local government entity referred to in this 

part. The special audit or r~vi~ must, to the extent 

eracticable, build u~n audits 2erformed Eursuant to this 

~ 

tStill The fee for the special audit eh,o¼l, or review 

must be a charge based upon the costs incurred by the 

department in ~"~-eend~et-o£-9tt~h relation to the special 

audit or review. The audit fee sha±± ~ be paid by the 

geverM!eftta¼ local government entity to the state treasurer 

and deposited in the enterprise fund to the credit of the 

department. 

t6t--tat-Bxeepl,-ae-pPe¥¼ded-±n--e~beeetteft--f6ttet,--the 

~epertment-may-net-attd¼t~ 

tit--a--£¼re-d¼str¼et-wh¼eh-has-an-anntta¼-btt~get-e£-¼ess 

than-$i8 7 888-an~-in-wh¼eh-£ire-preteetien-±s-pro~±ded-eo¼e½y 

by-a-P±re-eompany-compesed-en±y--of--ve¼unteer--E±re£±9htere 

organ±red-under-~±t¼e-T7-ehapter-33;-or 

t±it-a--£±re--department--re±±e£--assoe¼at±on--o~gani%ed 

ttnder--~itie--¼97 --ehapter--¼17 --wh±eh--has-annttai-reee±pts, 

±neittd±n9-earn¼n9s-on-in~ested-£ttnds,-of-ie99-than--S%8,eee, 

e~eept-£or-attdits-ae-~rovided-~nder-t9-ii-%867 

fbt--Stteh--£±re--d±etr±et--sha%i--ann~atiy-£ite-with-~he 

board-0£-eottnty-eommissionere-0€-the--eottnty--~n--w~ieh--t~e 

ma;or±ty--0£--the-d+etr~et-is-ioea~~a-an-±tem±red-aeeetlnt-e£ 

a¼¼-reeeipte-and-expend±tttree-for--the--year,--e±gned--tinder 
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oath--by--an--of£±eer--0£-tfte-£±re-eompany-dee±9nated-hy-the 

f±re-d±9triet-trttsteee7 

tet--~he-board-of-eottnty-eefflffl.ieeionere--may--reqttire--aft 

anntta±--att~~t--eo--be--eondtteted--by--the--departmeftt--¼E-±t 

eons±ders-stteh-attd±t-to-be-±n-the-pttbiie-interesto 

tdt--Stteh--£±re--department--relie£--assoeiatiefl---eha¼i 

anntta¼¼y--£iie--with--the--mttnieipa¼iey--±n--whieh--the-£ire 

department-reitef-assoe±atien-±s-loeated-an-item±zed-aeeett~t 

of-ail-reee±pts-and-expenditttres-Per-the-year,-s±gned--ttnder 

eath--Oy-an-o££ieer-designated-by-the-£ire-departmeftt-reiie€ 

assoeiatien-trttstees7-~he-man±eipai±ty-may-reqtt¼re-aft-anntta¼ 

attdit-to-be-eondtteted-by-the-department-if-it-eonsiders-stteh 

attdit-to-be-in-the-pttb¼ie-±nterest7 

tTt--tat-Bxeept-ae-pPOYtded-tn--e~beee~¼eft--tTttetT--~he 

departmene--may-not-attd±t-an-±rrigatien-d±str±et-with-annttai 

expend±tares-0£-¼ess-than-$3870867-exelttd±ng-the-payfflent--of 

pr±neipa¼-and-±nterest-en-federa¼-Teans7 

tbt--Stteh--±rr±gat±on--distr±et-shail-anntta¼iy-£i¼e-w±th 

the-e¼er~-oi-the-distriet-eottrt-in-the-eottnty-±n--whieh--the 

irrigat±on--d¼striet--¼~--¼eeated-a"-¼teffl±%ed-aeeottftt-o£-a¼% 

reeeipts-and-expend±tares-~or-t"e-year,-s¼gned-tt"der-oatft-~y 

an-e££iee~-deetgnated-fty-ehe-trrtgatten-~¼striet-tr~stees7 

tet--~~e-d¼et~iet-eottrt-may-~eqatre-en-~n~ttai--ettdit--to 

be-eondtl~~ed-by-the-aepa~tment-±~-it-eensiders-~neh-e~dit-to 

be-i"-the-pub¼ie-~nterest7 
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tBt--tat-Bxeept--as--prOTided--in-sttbseetion-tBttet7-t"e 

departmen~-may-fte~-attdit-a--eemetery--d¼striet--with--annttal 

ewpend±tttres--0£-¼ess-theft-$iS79&9,-exc¼ttdiftg-tfte-payme"t-er 

prifteipa¼-and-±ftterest-on-£edere¼-roaftsT 

tbt--Stteh-eeMetery-d±striet-sftai¼-eftfttta¼¼y-ii¼e-with-the 

e¼er~-0£-the-d±striet-eo~rt--ift--the--eottnty--in--whieh--the 

eemetery--d±striet--is--¼oeated--an--itemized-aceottnt-oE-all 

reeeipts-and-expen8itttres-£or-the-year7-signed-ttnder-oath-by 

an-o£fieer-dest~nat@e-ey-tfte-eemetery-distriet-trttsteesT 

tet--~he-beard-0£-eottnty-eellllllissioners--may--reqttire--an 

annaal--attdit--to--De--eondaeted--ey--tfte--depertment--±£-it 

eens±ders--9tteh--attdit--te--be--±n--the---ptte¼±e---iftterest~ 

(Terminates June 30, 1991--sec. 6, Ch. 140, L. 1989.) 

2-7-503. (Effective July l, 1991) A~d¼~s Financial 

reports and audits of local 9e¥erM1enta¼ government 

entities. (1) The departmenc-sM½¼-attd±t-the-a££a±rs-o£-a¼¼~ 

tat--eettftt±es~ 

tbt--±neerperated-e±t±es-and-towfts-ha¥±ftg--a--peptt¼et±on 

ef--mere--than-389-±n-t"e-mest-reeen~-eensas-teken-ander-~he 

d±reet±en-er-eon~ress7 

tet--£±ret---aftd--seeond-e¼ass--sehee¼~--d±st~¼ete---and 

tft±rd-e¼ass-sehee¼-d±str±ets-that-ma±nta±n-a-h±gh-sehoo¼; 

tdt--sehoo¼--d±str±et--e~traettrr±ett¼ar--fttnds--fer-p~p±¼ 

£ttnetten~, 

tet--±rr±gat±en--d±str±ete7--e~eept---as---prov±ded---tn 
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stteseet±en-t~t~ 

tft--eenservaney-d±etr±ets; 

tgt--f±re--d±etr±ets--and--ve¼ttnCeer-r±re-departmente-±n 

tt"ineorporated-areas,-towns,-and--v¼±¼a9es--sttpperted--by--a 

m%i¼-ievy,-exeept-ee-pro¥ided-±n-sttbseet¼oM-t6t7-and 

tht--£±re--department--re¼ie£--aseoe±at±en9T--exee~t--as 

p~evided-±ft-sttbseet±en-t6t• 

tYt--eaeh--att~±t--sha¼¼--be-made-every-i-years-and-sha¼¼ 

eever-the--±fflffled±ate¼y--preeedin~--~--£±seai--years--e£--the 

~everftmenta¼ governing body or managing or executive officer 

of a local government entity, an¼ess--annttai-attd±te-are 

reqtte~ted-by-the-~over~menta¼-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 

.e.eriod. The local government entity shall submit the 

financial repart to the department for review. 

t3t--eaeh-attdit-sha¼¼-be-±n±t±ated--not--¼ater--than--24 

menths-frem-the-e¼ose-0£-tfte-~¼9ea¼-yesr-fer-wh~eh-the-ettd±t 

is-eondtte~edo 

(2) The department shall orescribe a uniform reporting 

system for all local government entities subj_ect to 
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financial repcrting requirements, other than school 

districts. The superintendent of public instruction shall 

prescribe the reporting requirements for school districts. 

Pl (a) The governing body or manaqinq or executive 

officer of each local government entity receiving revenues 

or financial assistance in the period covered by the 

financial report in excess of $i&e,eaa $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 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 

years, if directed by the department, OR, IN THE CASE OF 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 1s 

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 or 

federal law or regulation. If an audit conducted pursuant to 

this part provides a state agency with the information it 

regu1res 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. 

t4t12l_ !n 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 

9ev~rnme"~a¼ local government entity referred to in this 

part. The special audit or review must, t9 the extent 

2racticable, build UE:On audits performed :eu_rsuant_ tq this 

~ 

t5tfil rhe fee for the special audit ~ha'r'r or review 

must be a charge based upon the costs incurred by the 

department in ehe-eo"dttee-ot-stte~ relation to the special 

audit or review. The audit fee eh8¼¼ ~ be paid by the 

9o~~~nmenea¼ local government entity to the state treasurer 

and deposited in the enterprise fund to the credit of the 

department. 

t6t--tat-Exeept-as-~ro~±ded-i~--~~b~eeeien--t6ttet,--tke 

d~pertm~n~-may-ne~-ettd±t~ 

tt7--a--f+~e-~±st~+ee-whieh-he~-an-an~~a%-bttd9et-e~-±e99 
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than-$~87888-~nd-in-wft¼eft-f~re-prc~eet¼oft-±s-prov±ded-so¼ely 

by-a-f¼re-eempafty-eompesed-on¼y--of--vo¼ttnteer--f±ref±ghters 

organ±red-ttnder-~¼tie-~;-ehapter-33~-or 

t¼¼t-a--£±re--department--re¼¼er--as~ectet¼on--organ%zed 

ttnder--~±tie--¼9,--ehapter--¼¼7--wh±eh--has-enntta¼-reee±pts, 

±neittd¼ng-earn±ng9-on-±nvested-rttnds7-ef-¼ess-than--$~9,988; 

exeept-for-attd±ts-as-prev¼ded-under-¼9-¼¼-~96o 

tet--Stteh--f±re--d±str±et--9ha¼¼--anntta¼ly-f±¼e-w±th-the 

board-of-eounty-eomm±ss±oners-of-the--eottnty--±n--whieh--the 

ma;ority--ot--the-d¼str±et-±s-¼oeated-an-±teffiized-aceount-0£ 

aii-reee¼pes-and-expenditttres-£er--the--year7--9ig"ed--tt"der 

oath--ey--a"--e££±eer--ef-the-f¼re-eempa"y-desi9nated-by-the 

fire-d±striet-trttstees, 

tet--~he-board-ef-eettntr-eofflJll%ssioners--may--reqttire--an 

annttai--aadit--to--be--eondtteted--by--the--department--i£-it 

eeftsiders-stteh-attdit-te-be-±n-the-pttbiie-interest• 

tdt--Saeh--£ire--department--re¼ie£--assoeiatien---sha¼¼ 

annttai¼y--£±%e--with--the--mttnie±pa±ity--in--whieh--the-~ire 

department-re¼ie~-asseeiatien-is-±eeated-an-itemized-aeeottnt 

e£-a¼¼-reeeipts-and-expenditttres-for-the-year,-si~ned--ttnder 

oath--ey-an-e£fieer-designated-by-the-£ire-department-re¼ief 

a9seeiatien-trttstees•-~he-manieipa±ity-may-reqttire-an-anntta¼ 

attdit-to-be-eendtteted-by-the-departmene-i£-it-een~~Oere-etteh 

etteit-to-be-in-the-~ttbi¼e-inte~~st, 

tYt--tat-Bxeept-as-p~e~ided-¼n--sttbseetiofl--t~ttet,--the 
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department--may-not-attd±t-an-irri,at¼en-d±striet-w±eh-anntta¼ 

expenditttres-o£-¼ess-than-$38T898,-exe¼ttd¼ng-the-payment--e£ 

prifteipal-anrl-interest-on-federa¼-¼oans. 

tet--Stteh--irrtgstien--distr¼et-sha¼¼-ann~a¼iy-f¼¼e-w¼th 

the-e¼e~~-of-the-d±s~r±et-eottrt-in-the-eettnty-in--wh±eh--the 

irrigation--distr±et--1::s--±oeated-an-itemi~ed-aeeettnt-of-a¼¼ 

reeeipts-and-expenditttres-for-the-year7-s-i::9ned-ttnder-ea~ft-by 

an-effieer-designated-by-the-±rri9ation-d¼striet-trttstees, 

tet--~he-d¼striet-eottrt-fflay-reqttire-an-anntta¼--aadit--to 

be-eendceted-by-the-department-¼i-it-eensiders-stteh-attd¼t-to 

be-irt.-tne-pttb¼±e-±nterest•" 

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

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

by law, the department shall p~escribe by rule the general 

methods and details of accounting for the receipt and 

disbursement of all money belonging to governfflenea¼ local 

government entities ref~~~~d--te--±n--~ft±s--pert and shall 

establish in those offices general methods and details of 

accounting. All geve~"menta% 

officers shall conform with 

prescribed by the department." 

local 

the 

.9.overnment 

accountin.s, 

entity 

standards 

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

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

~h~±± must be a comprehensive audit of the affairs of the 

go~ernmentet local government entity,-i"e¼ttd¼ng--eefflft'lent--on 
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the--ha¼anee--sheet,--reett¼te-er-eperat±efts7-eemp¼±anee-w±th 

state--statates---and---regtt¼ations7---reeol'llfflendat±ons---ror 

±mprovement7 and afty-ether-eeffiftlents-~eemed-pert+nene-by-the 

attditor,-±ne¼~d±ng-h±s--express±on--0£--op±nion--as--te--the 

4deqHaey-of-the-finane±a¼-presentat±enso 

tit--Baeh--saeh--aad±t--reqtt±red--sha¼¼ must be made in 

accordance with genera¼¼y--aeeepted--gevernmenta¼ auditing 

standards and in accordance with federal regulations adopted 

by the department by rule. 

ill The department, with COO£eration from state 

agencies, shall prepare a local government com,E.liance 

supplement that contains 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 aeeett"tafte-er auditor. 

(1) %ft-¼±ett-e£-the-attdits-reqtt*red-0£--the--departmeftt7--the 

The department may,-w±th-the-eensent-0£-er-at-the-reqttest-0£ 

the--respeetiYe--~o¥ernmenta¼--ent*t±es7--eontraet--ottt-~tteh 

prepare and maintain a roster of independent auditors 

authorized to conduct audits w*th--a--pttb¼±e--aeeottntant--or 

£irm--o~--pttb%±e-aeeottntaftts-whe-are-±ieensed-ttnaer-the-lsw~ 

e£-Mentana of local government entities. The roster must be 

available to local government entities subject to the 

reporting requirements of 2-7-503. ~he-dttration-of-~ttch-an 

attd±t-eentraet-mttst-be-set-ferth-±n-the-eontraet-and-may-not 
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exeeed--3--years--bttt--the--eentraet--may--be--extended---an 

addittefta¼--r--yea~s--ttpen--the--~eqtte~e-ef-the-gevernmenta¼ 

en~ity• 

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

shall e~tab±+s~ adopt rules governing the adfflinise~at±on-0£ 

the--eent~aees--between--the--department7--ehe---±ndependent 

aeeettntantfattditer,--end--the--~ove~Mltenta¼--entities~-~hese 

rtt¼es-sha¼¼-tne¼ade-bat-net-be-¼±mited-to: 

(a) estabiishment-ef criteria for the selection of the 

independent aeeeantantlattd±ter auditor; 

(b) eontraet----ferm---and---eentent proc~_dures and 

qualifications for placing applicants on the roster; and 

(c) standards-e!-attdit--and--repo~t¼n~ 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 oy 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 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 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 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 

entit~." 

Section 7. Section 2-7-507, MCA, is amended to eead: 

"2-7-507. Duty of officers to aid in audit. The 

officers and employees of the 9overM'tenta¼ local government 

entities referred to in this part shall a££o~d provide all 

reasonable facilities for the departme"t~s audit and shall 

furnish all information to the depar~ment-tt"der-oath-~n-e 

manner-preser¼Bed--by--tke--department independent auditor 

necessary for the conduct of the audit." 

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

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

de~ertme"t independent auditor may examine any books, 

papers, accounts, and documents in the office or possessiun 

of any governmefttaT local government entity re£erred--to--±n 

-19- HB 328 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0328/03 

tft¼s--~rt and--may--send-rer-pe~sens-er-paper9-and-exam.%ne 

1:1nder-eath:-eny-persen-eoneernin~-th:em." 

Section 9. Section 2-7-511, MCA, is amended to read: 

•2-7-511. Access to public accounts 

officer in case of discrepancy. 

suspension of 

(11 The dep&Ptffleftt 

independent auditor may count the cash, verify the bank 

accounts, and verify all accounts of a public officer whose 

accounts ¼t the independent ftUditor is examining under law. 

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

other governmeftea¼ local government entity referred--te--ift 

th~9--part refuses to aeeerd--the--deparemen~ 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 depa~~mene 

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 ge~ernmenta¼ local government entity. 

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

local government entity shall ifflffled½ate¼y after notice and 

the opoortunity for a hearing be suspended from the duties 

and emoluments of his office and the governing body of ~tteh 

ge~ernm~fttar 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 in the 

accounts of the officer, the eepartmeftt independent auditor 

shall £±¼e--w±th notify the governing body of the 

qo~erftlftenta½ local government entity a-f¼fta¼-report of the 

att~±t7-shew¼ng--the shortage. The--governinq--body--sha¼½7 

w±thin--¼8--days--a£ter-the-fi½±nq-e£-tfte-department~s-~±na¼ 

repert-ef-the-attdit7-set--a--date--and--time--£or--a--£0rma¼ 

hearin9--to--test--the--accttracy--ef-the-£ina¼-repert-ei-the 

attdit-aftd-qi•e-net¼ee-e£-the-hearin9-te-the-0££±eero 

(5) If the governing body finds 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 of the audit shall be 

referred to the county attorney." 

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

R2-7-512. Ezit review conference. Upon completion of 

th~--£±e¼~--wer~--e£ each audit, the ift-eharqe independent 

auditor is required to hold with the appropriate officials 

an exit review conference in which the audit results ~ha¼¼ 

must be discussed." 

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

"2-7-513. Content of audit report and financial report. 
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ill The audit reports shall eontain-httt-a~e-ftet--¼imited--te 

tbe-rellew¼~g~ 

t¼t--t±ftaneial---9tatement9---that---eeftfe~m---with--the 

generai¼y-aeeepteft-ge•erftfflente¼--eeeettftt¼ftg--prineip¼es--and 

wh±eh;--±nsefer--as-poss±bie7-pre9ent-the-tinaneia¼-pes½t½on 

and-re9tt¼t9-of-finane±a¼-operat½ons-~er--eeeh--£ttnd--of--the 

gevern~enta¼-ent±tyT 

tit--an--express±on--of--op±nion-regarding-th~-finaneia~ 

9tatement9,-taken-as-a-whe½e;-or-en-assert±on-to-the--effeet 

that-an-ep¼n±on-eannot-be-expressed~-When-aft-o¥era¼¼-ep¼n±en 

cannot-be-expressed,-the-rea~ens-therefor-shott¼d-be-seatedo 

t3t--a--stetement--that-previous¼y-noted-defieieneies-er 

reeemmendat±ons-contained-in--pre¥tetts--attd¼t--reperts--ha•e 

been--aeted--ttpon--ey-adopt¼on-as-reeommended;-adoptton-w¼th 

modif±eat±on,-er-rejeet±on~-and 

t4t--dise¼osttre-of-any-¼ee~--o£--eomp¼ianee--with--state 

stattttes---er---regtt¼at±on97---as---we½¼--es--eny--operat±ng 

def±c±ene±e9-e~-reeefflfflendat±ens-£or-±mpro~ement comply with 

the teporting 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 
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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) ~99tta"ee--end--fiit"g Filing of 

audit report and financial report. (ll Wtth±n-i~8-dey9-a£eer 

t~e-cemp¼et±on-o£-~he-£te¼d-wer~,-tne-deeartment-sheli-tss~~ 

Completed audit reoorts as-re¼iew9~ 

tet--co~nty--att~±e--~e~orts-to-~ott"t~-eomm~ss±one~~~-t~~ 

cottnt~-e±er~-anO-reeorder,-aft~-the-eottntv-atto~ne7-

tb+--~+••-~~-•,w~-e~di~-re~er•9--~e--~he--~~~¥--~~--~~--

~o•e~n±nq--bedr 7 --the--e±ty-or-tow"-eh±ei-£tnaneie±-el~i~~~~ 

~~e-e~~y-or-town-en~e~--e~eett~~~e,--a~rl--t~e--e~tv--or--tow~ 

aetorney1 

tet--9eheei--di9trtet-attd±t-re~erts-to-the-ertt9tee9,-th~ 

eett"ty-9tt~er±ntendent-ef-9ehoei97-the must be filed with the 

department. Completed financial reports must be filed with 

the de,eartment as provided in 2-7-503(1). The state 

superintendent of public instruction,-~he--eottnty--ettorney, 

and-the-erer~-0£-the-eehooi-d¼etr¼et7 

tdt--9ehoe¼--d±etrtet-extraettrriett%er-Ettnd-~ttd±t-re~ort~ 

to-the-trttstees 7 -the-eottnty-ett~ertntendent-er--seheoi~,--the 

~tete--ettper±ntendent--or--~ttbi±e--±n~traet¼on,--the--eottnty 

attorney,-end-the-Ettnd-ttdmin±stretor~ 

tet--£±re--d±~triet--or--~o%ttnteer-fire-depertment-attdi~ 
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reports-to-the-trtteteee7-the-eottnty-at~orney,-and-the--e¼er~ 

anft--reeorder--o£--the--eottftty-±n-wh±eh-the-£ire-dietr¼e~-or 

£±re-departmeftt-ie-~eeated; 

t£t--eoneer~aney-dietr±et-attdit-reporte-to-the-eoard--o£ 

dtreeter~,---tne---depart~e~t---0£---netara¼--resottreee--aftd 

eonservat~on,---~he---d±striet---eottrt,---and---the---eoDnty 

attorneytst, 

fgt--E¼re-Oepartment-ret±e£-assoe±etton-attdit-reporte-to 

the-tr~etee9;-the-eity-or-town-attorftey;-~ftd-tne--~espeee±ve 

e~tv-or-town-eier~; 

+ht--±rri~at~on--d±e~~+~~--~~~+~-report9-to-t~e-eoard-o~ 

eonun±eetonere7--tfte---d~et~~et---eott~~7---ano---the---eottftty 

at~o~neytst,-a~~ 

t+t--eemeterv--distriet--aad±t--reDorte--to-tke-eoard-oE 

eemeterv--trtt~tees7--the--d±etr±et--eoart,--and--the--eettnty 

attorney shall file with the department a list of school 

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

be filed with the department within 6 months after the close 

of the t~scal year. 

12) At t~e time the financi~!~ort 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 

cnarqe a filing fee TO ANY LOCAL GOVERNMENT ENTITY REQUIRED 

TO HAVE AN AUDIT UNDER [ SECTION .ll_._ WHICH FEE MUST BE based 
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u,eon the costs incurred by the department in the 

administration of this part. THE FILING FEES ~OR SCHOOL 

DISTRICTS REQU!~ED BY THIS SECTION MUST BE PAID BY THE 

SUPERINTENDENT OF PUBLIC INSTRUCTION FROM iHE FUNDS 

APPROPRIATED FOR STATE EQUALIZATION AID AS ~EFINED IN 

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

rule based upon the local government entities' revenue 

amounts. 

titill Ai-~ •:..:Qf,.l.e!i. cf the completed aud1c and fir1ancial 

reports ~sstted-by must be made available by ~he ~epar~~ent 

and the local government entity are-~e-he-matnee¼ned-en-£¼i~ 

at-an-app~ep~~a~e-¼eea~~on-anft-epen-to for public i~spection 

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

6, Ch. 140, L. 1989.) 

2-7-514. (Effective July 1, 1991) T~~tt~nee-and-f~~ing 

Filing of audit report and financial report. (1) Wtthin--¼29 

day~--arter-the-eompletion-o~-the-fie±d-wo~k7-the-depa~tme~t 

sha±¼-±s9tte Completed audit reports e~-£oliow9~ 

tet--eottnty-ettrlit-report9-to-eoenty--eofflffl±ssioner~,--the 

eocnty-e±er~-end-reeorder7-and-the-eocnty-attorney; 

tbt--eity--or--town--attdit--report~--to-the-e±ty-er-t~w~ 

ge~erning-eody,-the-eity-er-town--ehie£--£in~ne±a~--offieer, 

~he--e±ty--or--town--ehier--e~eeati~e,--~nd-the-eity-~~-~ewM 

~ttorney; 

tet--~e~oo±-rlt~triet-attd~t-reports-to-t~e-tre~tees,--t~e 
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ee~nty-sttper¼n~enden~-of-sehools,-the must be filed with the 

deoartmen~. -~ompleted financial reports must be filed with 

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

superintendent of public instruction7-the-eottntY-~tternev7 

anO-t"e-e¼erk-of-~he-9ehoo¼-distr±ett 

tdt--9ehoo~-distr±et-extraettrr±ett¼er-£ttnd-attdit--re~orts 

to--the--trostees,-the-eottnty-sttper±ntendent-of-sehoo¼sT-the 

state--soperintendent--0£--~ob¼±e--±nstrttet±en,--the--eottntv 

attorney,-and-the-£ond-adm±n±9trater~ 

tet--£±re-d±strtet-or-¥e¼onteer--~ire--deeartment--attd±~ 

re~orts--to-the-trttstees,-the-eetl~tv-etternev,-ane-t~~-e¼er~ 

and-reeorder-o£-the-eo~ntv-±n-wh±eh--the--£±re--d±~tr±et--or 

~~~~-department-±s-¼oeated; 

tft--eonser~anev--d±~trte~-eodit-reeorts-to-t~e-beerd-O£ 

d±reetors 7 --the--de~artment---o£---natttra¼---resecrees---and 

eon~ervat±on,---the---dt~tr±et---eoort,---and---t~e---eottnty 

f!ttorneytst; 

t9t--£±re-de~artment-reT±e£-essee±ation-attd±t-re~orts-to 

the--trostees,-the-e±ty-or-town-attorney7 -end-the-res~eet~ve 

e±ey-or-town-eier~;-and 

t~t--±rr±q~t±on-d±striet-atl~±t-re~erts-to-t~e--~ear~--eE 

eomm i- ~!I± ~f'l:l"" !"~, - - - the- - -d -i !It-. t' ~ ~ ~ - - - eo t1 r ~ ,-- - e f'I: e- - - the - - e 01:2 n t-y 

atter~e7f3t shall fil~ with the deoarL~ent a l~st of school 

,1:str-.,~ts sii~_i_ec'=~ ,..o c1udi.t- ~:id.er 2-~-503(3}. :'t'.e i:.5:. :nust 

be filed with the deoartment within 6 months after the ::lose 
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of the fiscal year. 

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

the case of a school district, when the audit report 1s 

filed with the department, the local government entity shall 

pay to the department a filing fee. The department shall 

charge a filing fee 'l'O ANY LOCAL GOVERNMENT ENTITY REQUIRED 

TO HAVE AN AUDIT UNDER [SECTION 3], WHICH FEE MUST BE ~ 

upon the costs incurrea bY tne department in the 

administration of this part. NOTWITHSTANDING THE PROVISION~ 

OF" 20-9-343, ':'EE FILING FEES FOR SCHOOL D1STR1CTS REQUIRE.u 

BY THIS SECTION MUST BE PAID BY THE SUPERINTENi:>ENT OF PUBLIC 

INSTRUCTION FROM THE STATE EQUALIZATION AID ACCOUNT. Tu~ 

department shall adopt the tee schedule oy rule based upon 

cne LocaL government entities· revenue dmounc$. 

trtffi A¼¼ Copies of the completed audit and f1nanc1d~ 

reports ¼estted--by must be made available by the departmenL 

and the loca~ government entity ~~e-to-Oe-ma±ntatned-en-f~~e 

a~-aft-approprfa~e-toeat±on-and-opeft-~o for public inspection 

during regular office hours. 

ill THE DEPARTMENT IS AUTHORIZED UNDER THIS PART TO 

CHARGE A SURCHARGE ON THE FILING FEE TO GENERATE THE 

NECESSARY REVENUE TO REPAY THE GENERAL FUND LOAN OVER A 

5-YEAR PERIOD." 

Section 13. Section 2-7-515, MCA, is amended to read: 

"2-7-515. Actions by governing bodies. (l) llpon 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 to what 

action they plan to :ake on any deficiencies or 

recommendat1ons contained in the audit report. If no 

deficiencies or recommendations appear in the audit report, 

notification 3ha¼± is not be required. 

(2) Notification to the department shall include a 

statement by the gove!ning bodies ~hat noted deficiencies or 

recommendations tor improvement have neen acted upon by 

aoopcion as recommended, adoption with modification, or 

rp.:ecci.on 

(3) The local government entity shall adopt measures to 

cocrect the report findings and submit a copy of the 

curt~ccive action plan to the department and, if the local 

government enticy is a s~hoo!:_____g_!stric~ shall also send a 

~opy to the superintendent of public instruction. The 

department shall notify the entity of the acceptance of the 

corrective measures. If the de£artment and the local 

governmenc entity fail to agree, a conference between the 

parties must be held. Failure co resolve findings or 

im.e.lement corrective measures shall result in the 

withholding of financial assistance in accordance with rules 

adopted by the department pending rescluticn or comEliance. 

t~till In cases where a violation 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 w1tn1n jU cays 

after receiving the audit report from the department the 

proceedings instituted or to be instituted re1at1nq to the 

violations of law and nonperformance of duty. Ii ~he county, 

city, or town attorney fails or refuses to prosecuce the 

case, the department may emp~oy-an refer the case to the 

attorney general to prosecute the case at ·the expense ot the 

re~pee~¼•e-9overmnenta:i: local government entity." 

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

"2-7-516. Audit fees. (1) The compensat1on co tne 

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. 

t¼tJ..ll The departme~t-sh8%%-eharge compensation for an 

audit £ees-ba~ed-tt~o"-the-eo~C~-i"ettrred conducted by the 

department ±"-the-admt~t~erat~e"-0£-thi~-parto 

tit--At%--a~dit--fees-here±"-provided-~ha±± must be paid 

by :he 90Yer~menta± local government e~tity to the 5tace 

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

t3t--Phe--de~artment--l!\lty---sttbm~e---a---b±i¼---ee---~he 

~eYernmenta±--e"etey--ee~ed-ttpon-tke-e9t~me~ed-pereent8ge-0£ 

eompietio"-e£-eny-attd%to-~he-geYer~me"ta¼-en~±Cy--mttet--make 

-peyMel"'t~-within-60-dey!!-ef-!'eee"t'v~r'lg-a-bi±±o" 

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), 

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 ar.y state fina~c1al assistance to the 

local government entity or ~ay charge a late payment penalty 

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

the filing fee, all financial assista~ce that was withheld 

under this section must be released and pai_,i_ to the local 

government entity. 

ill_ When a goverl"'tmen~ei local governrr.ent entity has 

failed to make payment as requ:red by 2-7-516..lli within 60 

days of receiving a bill for an audit, the department may 

issue an order stopping payment of any state financial aid 

to the goYer"me"~ar local governme~t encity. Upon payment 

for the audit, ~11 fi~ancial ald t~at was withheld because 

of faiLJ.Le t::, make payme:1t ::,na±r r;i.;__;st be ::-eleased and paid 

to the qov~PMffleMto± local government entity." 
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Section 16. Section 2-7-518, MCA, is amended to read: 

•2-7-518. Deposit of a~df~ fees. All attd~e fees 

received from ~everftmen~s~ local government entities after 

June 30, 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 tc read: 

"2-7-521, (Temporary) Publication. (1) (a) Bxeept-e~ 

p~o~ided-in-sttbseetion-t3tT-a£ee~ After the expiration of 

the 30-day period provided for ln 2-7-515(1), the departfflen~ 

local government entity shall send a copy cf the-genera± 

eomments-see~~en-oC each audit report to a newspaper of 

general circulation ~-- the ar~ of the local government 

entity. However, ~he-~e"epa~-eoffifflents-seet¼e"-er each county 

audit report must be sent to the official newspaper of the 

county. 

(b) For an audit report of a ieear-ge~er"ment-ent%ty 

proYided--for--±n--r-~-593fittat--or--titfbt county or an 

incorporated city or town, the depar~me~t 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 attd±t±~~-~geney or-£±rm independent auditor 

and contain a statement indicating 1::.hat it is only a summary 

and is not intended to be used as an audit report. 

-31- HB 32B 

l 

2 

3 

5 

7 

8 

9 

10 

11 

, ' H 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0328/03 

(2) For an audit report of a ±oeei-government-ene±ty 

proYided--fer--±n--r-~-583fittet---er---tittbt 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 is 

on file in its entirety and open to public inspection. 

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

provided-for-±n-r-~-593fitfet-thrett~h-t¼tt±t other than a 

co11ntv ,Jr incorporated city or town, the ne~spape~ is 

required to publish oniy 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-eepy-o£-the-8~d±t 

re~ort--mc9t--be--9ent--to--the--"ew9peper--p~btish±n9---the 

stetem.ef"l.t~":' 

(4) Publication costs must be borne by the audited 

go~ern~e~~a¼ local government entity. (Terminates June 30, 

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

2-7-521. (Effective July 1, 1991) Publication. (1) (a) 

Ex~ept-ae--prov%ded--in--e~beeetien--t3t,--atter After the 

expiration of the 30-day period provided foe in 2-7-515(1), 

the dei;,e:-rtm@Mt local gove:rnment ent.itv shall send a copy of 

t~e-g~"~r~±-eomments-s~eeien--e~ each audit repcrt to a 
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newspaper of general circulation in the area of the local 

government entity. However, ehe-~ene~al-eoftllftenes-see~io"--er 

each county audit report must be sent to the official 

newspaper of the county. 

i b) For an audit report of a Toee:1:--9o"e'l"t"u'!\ent--entity 

pro,,ded--Eor--,n--r-7-Se3t¼ttat--or--t¼ttbt county or an 

incorporated city or town, the de~ar~men~ county, city, or 

~own shall send to the appropriate newspaper ~ copy of a 

summary of significant findings regarding the audit report. 

The summary, ~hich may not exceed 800 words, ,nus t be 

prepared by the a~ditin9-egency or-£i~m 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 ¾oea±--goYer"me~e--e~ttty 

pro•>ded---£or--->n---~-7-5e3t±ttat---or--t¼ttbt county er 

incorporated city or town, a newspaper is requi re_d to 

publish only: 

{a) the summary of significant fi~dings provided for in 

subsection (l)(b); and 

lb) a statement to the effect that the audit report 1s 

on file in its entirety and open to public inspection. 

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

p~ev~ded--€or--±n--i-f-503t±ttct-thro~gh-t~ttht other than a 

county or incorporated city or tg_li.!1_, the newspaper LS 

requ~red to publish only t~e 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-eopy-0£--the--attdi~ 

~epo~t---mttst--be--se"t--~o--the--new~paper--pttb~~~"~"g--~he 

~te:te.me"ts-;-

(4l Publication costs must be borne by the audited 

go~ernmente:l loca! government entity." 

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

Jeoartment shall determine whether the orovisions of this 

Dart have been complied with by the independent auditor. 

f 2) Upon :!:"eceipt of t!7e nnd!~ :eport from t~e local 

government entity the department shall review the ~eport. If 

the department determines the reporting requirements have 

:.ct. been met, the department shall notify the local 

gcvernment entity and the independent auditor submitting the 

repcrt OF THE SIGNIFICANT ISSUES OF NONCOMPLIANCE. The 

rtotification 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. 

I 3) If the corrections are not made within 60 days of 

rne department's notice, the department shall notify the 

:ocal ~0vernment entity that rhe report has not been 

rece1v~.i. railure ~c submit a repcrc shai: res1.,lt i.r: the 

w1t~l10lding 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 t~ meet the auditing standards referred to in 2-7-513 

or contains false or misleading information, the department 

shall notify the board. 

{5) The department shall review the audit report 

findings and the response of the governing body or executive 

o~ managing of!icec of the local gover~rnent e~t1cy subm1ttea 

under- 2-7-515. When the findings concern financial 

assistance, the department shall notify th~ state agency 

that 1s responsible for disours1ng the state or federal 

funding. 

(6) The department must have access in it~ office tv 

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 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 a uniform acco~nting system 1n acccrdance 

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 

purposes7-af'ld 

t3t--provid~--for--annttai--a~d~t~ng--ef--dts~rie~--eettr~ 

expe"se~--to--assare--norma±--op~rat~ons--an~-eeft9¼9eeney-i" 

rt'!'~Ort±ng-~f-expentH·~ttr-e~." 

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 

3-5-901 are funded, to the governing body of a county for 

the dist~ict courts for ~ssistance, as provided 1n 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 :iscal 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) 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 :f 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, whethe~ or not assessed, 

multiplied by the previous year's taxable valuation of the 

county; and 

ibl all revenues, except district court grants, 

required by law to be deposited ir. t!".e district: court 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 ~he district court, from 

whatever fund paid, except costs for building and capital 

items and library maintenance, replacement, and acquisition. 

{5) The department of commerce shall notify each 

eiigible 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) Af~er--a~T--gre"t~--are--awardea,-the-depa~tment-e£ 

eemmeree--sftaii--ettdit--eaen--appre~e0--9r~ne--re~tle~~7--~he 

~epartfflen~-~~aTT-eha~ge-~ae~-eetlnt1--reeei~±~~--a--g~ont--an 

attdit--tee--tn--the--saffle--amoant--a~--the-ee~t~-±netlrreO-i" 
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een~~e~~ng-the-attdit. 

tet If the an audit 0£--a--gran~--recip¼ent 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 1t owes 

department a refund of a prior year's overpayment. 

the 

t9till_ The department of commerce shall prescribe rules 

and forms necessary to effectively administer this section. 

?he department may require a county t0 provide any 

inE::irmation considered necessary foe the administration of 

the program." 

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

ft?-6-4113. Filing of annual financial statement. ( l) 

~he city or town clerk must, within 120 days following the 

c:vse of each fiscal year, transmit one copy of the 

statement :a the department of commerce and must present the 

other copy to the city or town council or commission. 

( c) If a city or town clerk fails to file a copy of the 

stdtem~:1t with the department within the ti~e specified, the 

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

-38- HB 328 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0328/03 

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. 

~he examination shall be considered a special audit ~nder 

the provisions of subsections t4t--ane (5) and (6) of 

2-7-503, and all of the provisions of subsections t4t--~ne 

( 5) and ( 6) of 2-7-503 apply to it." 

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

~19-11-204. ~ttai~ Review and report by board of 

trustees. The board of trustees of the association shall 

ettd~t 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 19-11-205, MCA, is amended to read: 

•19-11-205. Annua1 report of secretary and treasurer to 

association and state auditor. The secretary and treasurer 

of the association shall annually prepare a detst±ed report 

of 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 

d~p±~eaee-0£-±t-w±th the state auditor. Ne-money Maney 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. 

t¼t The accounting records of all first-L and-secend-ciass 

sehoo¼-di~trtc~s second-, and third-class school districts 

ehet--me±"ta±n--~--h±gh--schooi--s~a¼i must be audited in 

accordance with 2-7-503. The trustees of the district shal1 

file a copy of the completed audit report with the 

department of commerce, the superintendent of public 

instruction, and the county superintendent. 

tit--~nntta±¼y-and-at-stteh-ether-tiffles-ae-d~rected-by-tne 

beard--er--eettnty--eomm~~s%oners--er--trttstee~,--the--ee~ftty 

attditor--er--t"e--eett~tr--treasarer--¼f--there--¼s-ne-eettnty 

attditer--shaii--attd¼t--the--aecettnt¼n,---reeord~---ef---eae" 

third-eiass--d¼str¼et--that-does-net-ma¼ntain-e-fti~h-sehee±~ 

Stteh-distr¼ct-sha½¼-de¼i~er-ei±-aecottnt¼n9--reeerds--te--the 

attd±tin~-eottnty-otf~~¼ai-~e-;at~r-than-dttiy-¼5-~er-tae-a~d±t 

of--the--i±nane¼a±--act~~¼ty--of--the--¼a9t-cemp½eted-scheo¼ 

f±sca¼-year,-~~e-attdit±ng-coanty-of£¼e¼si-sha±i-e~amtne--tne 

aceettnti"g-reeords,-~repare-an-ane¼t-repert;-a"d~ 

tat--retttrn--the--aecottnt¼ng--reeords-te-the-di~tr%ct-no 

¼eter-thsn-Att~tt~t-¼S~ 

tbt--send-a-eopy-e£-~he-attdit-report-te-the-eha±rman--e£ 

the-trttstees7-and 

tet--£±¼@---eop~e~---0£---the---atld±t--rep~~t--with--the 

sttperintendent---o~---ptte¼±e---¼n~t~ttet±on7 ----the----eettnty 
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sttpef¼ft~eft~eft~7-aftd-ehe-eettftty-e¼er~-aftd-reeerde~T 11 

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 

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 

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 

cause warrants to be issued for 

obligations: 

district money and 

the payment of lawful 

(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 investxent 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 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 withdrawn, 

exce~t that interest earned on account of the investment of 

money realized from the sale of bonds must be credited to 

the debt service =und or the buildino fund, at the 

discretion of the board of trus~ees. The placement of the 

investment by the county treasurer is not subject to ratable 

distributivn 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 

1n 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 properly report the 

~eceipt, use, and disposition of all money and property for 

which the district is accountable; 

t 6 I report annually to the county superintendent, not 

later tl1.1r1 A,:g 1J.s:. l, the financial activities of each fund 

mai11tained uy the district during the last completed school 
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fiscal 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 

s-..iperintendent of each county in which part of the joint 

d1strict ~s situated. 

(71 whenever requested, report any other fiscal 

activities ta the cotinty superintendent, superintendent of 

public instruction, or board of public education; 

(8) cause the accounting records of the district to be 

audited ~ienn~a¼¼y as required by 2-7-503~ and 

(9) perform, in the manner p~r.mitted by law, nthe: 

fiscal duties that are in ~he best interests of the 

district." 

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

w20-10-202. Records, reports, and reviews,-e~d-attd~t~~ 

{l) 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 s"a%±--e±ways must be 

available for inspection and audit by federal and state 

officials authorized by law or contract to perform audits 

and sha±± be preserved for 9tte" the period of time, not to 

exceed 5 years, a~ 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 aad±ts, inspections7 

and administrative reviews of the financial records and the 

operation of school food services." 

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

GOVERNOR SHA'.,L INCLUDE lN HIS PROPOSED BUDGET SUBMITTED TO 

THE 53RD LEGISLATURE AN ESTIMATE OF COST SAVINGS TO STATE 

AGENCIES RESULTlNG FROM •rHE IMPLEMENTATION OF lTHIS ACT]. 

NEW SECTION. SECTION 28. INTERFUND LOAN FROM THE 

GENERAL FUN[;. COSTS INCURRED BY THE DEPARTMENT Of' COMMERCE 

DURING FISCAL YEAR ENDING JUNE 30, 1992, IN ADOPTING RULES 

TC:_ __ IMP~EMEN'I { THI 5 ACT j AND IN PREPARING FOR THE 

IMPLEMENTATION OF [THIS ACT], UP TO THE APPROVED 

APPROPRIATION FOR THIS PURPOSE, ARE TO BE FUNDED BY AN 

INTERFUND LOAN FROM THE GENERAL FUND THAT MUST BE REPAID 

OVER A 5-xEAR PERIOD FROM THE REVENUES FROM THE FILING FEES 

PROVIDED FOR IN [THI§ ACT), 

NEW SECTION. Section 29. Codification instruction. 

[Section 18] is intended to be codified as an integral part 

of Title 2, chapter 7, parts, and the provisions of Title 

2, chapter 7, pact 5, apply to [section 18]. 

NEW SECTION. Section 30. Effective date 

applicability. (l) Except as provided in (2), [this act] is 

effectiv~ July 1, 1992, and appl1es to che Ei5cal year 

ending Ju11e 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, 

4 1997. 

-End-
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