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HOUSE BILL NO. 64
INTRODUCED BY EWER
BY REQUEST OF THE DEPARTMENT OF COMMERCE

A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE REQUIREMENT FOR AN AUDIT OF A LOCAL
GOVERNMENT ENTITY RECEIVING FEDERAL FINANCIAL ASSISTANCE IN EXCESS OF $25,000;
AMENDING SECTION 2-7-503, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A
RETROACTIVE APPLICABILITY DATE."

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

Section 1. Section 2-7-503, MCA, is amended to read:

*2-7-503. Financial reports and audits of local government entities -- exception. (1} The governing
body or managing or executive officer of a local government entity, other than a school district or
associated cooperative, shall ensure that a financial report is made every year. A school district or
associated cooperative shall comply with the provisions of 20-9-213. The financial report must cover the
preceding fiscal year, be in a form prescribed by the department, and be completed within 4 months of the
end of the reporting period. The local government entity shall submit the financial report to the department
for review.

{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.

{3} {a) The governing body or managing or executive officer of each local government entity
receiving revenue or financial assistance in the period covered by the financial report in excess of $200,000
e+ioderal-firancial-assictancer-excess-of$26-000 shail 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 ar managing or executive officer of alocal government entity that does not
meet the criteria established in subsection (3){a) shall at least once every 4 years, if directed by the
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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 is in lieu of any financial or financial and
compliance audit of an individual financial assistance program that a local government is required to
conduct under any other state or federal law or regulation. If an audit conducted pursuant to this part
provides a state agency with the information that 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 duplication of effort.

{5} In addition to the audits required by this section, the department may at any time conduct or
contract for a special audit or review of the affairs of any local government entity referred to in this part.
The special audit or review must, to the extent practicable, build upon audits performed pursuant to this
part.

{8) The fee for the special audit or review must be a charge based upon the costs incurred by the
department in relation to the special audit or review. The audit fee must be paid by the local government
entity to the state treasurer and must be deposited in the enterprise fund to the credit of the department.

(7) Subsections (1} through (3) do not apply to a local government entity that has adopted the

alternative accounting method provided for in Title 7, chapter 6, part 6."

NEW SECTION. Section 2. Retroactive applicability. [This act] applies retroactively, within the

meaning of 1-2-109, to audits of local government entities for fiscal years beginning after June 30, 1996,

NEW SECTION. Section 3. Effective date. [This act] is effective on passage and approval.
-ENO-
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STATE COF MONTANA - FISCAL NOTE

Fiscal Note for HBOQ64, as intreduced

DESCRIPTION OF PROPOSED LEGISTATICN:
An act eliminating -the requirement for an audit cf a local government entity receiving
federal financial assistance in excess of 525,000 if that entity also receives less than
$200,000 in total annusasl revenues.

ASSUMPTIONS :

1. The Department of Commerce fiscal impacts are based on financial and audit
information for local government entities for fiscal year 1995.
2. The same number of entities in fiscal year 1998 and fiscal year 1999 will have

federal financial assistance in excess of 325,000, but total annual revenues of less
than 5200,000.

3. The audit fees charged for audits of fiscal year 1998 and fiscal year 13899 will be
the same as those charged for fiscal year 1995 and all entities will have one year
audits.

4. The Department of Administration will only need to make slight administrative

changes in the county collection report.

FISC MPACT :
Department of Administration:
None

Department of Commerce:
Expenditures:

None
Revenues:
FY38 EY39
Audit Review: Difference Difference
Filing F=e Revenue (2,700} - 12,700)
Total {(2,700) (2,700}
Net Impact:
‘ FYS8 FY99
Audit Review: Difference Difference
Audit Review Enterprise Fund (08&) (2,700) (2,708}
Total (2,700) (2,700)
EFFECT ON COUNTY OR OTHER LOCAIL REVENUES OR EXPENDITURES:

Twelve local gcvernment entities that receive federal financial assistance in excess of
$25,000 but have less than $200, 000 in total annual revenues are currently required to be
audited under 2-7-503, MCA. These include twc municipal housing authorities, three county
water and sewer districts, two conservation districts, three special education
cooperatives, and two school districts. These entities would not be required to be
audited if the legislation is passed. These entities currently pay audit fees to
certified public accounting firms and filing fees to the Department of Commerce under 2-7-
5314, MCA, since they are required to be audited. If the proposed legislation were to be
enacted these governmental entities would net pay either the audit fees or the filing
fees. It is estimated the proposed legislation would save these governmental entities
approximately 519,000 in audit fees annually and $2,700 in filing feei annually.

@M [-3-97

DAVEJLEWIS, BUDGET DIRECTOR DATE
Office of Budget and Program Planning

AVID EWER, PRI

Fiscal Note for HBOOK4, as introduced
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APPROVED BY COM ON
LOCAL GOVERNMENT

HOUSE BILL NO. 64
INTRODUCED BY EWER
BY REQUEST OF THE DEPARTMENT OF COMMERCE

A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE REQUIREMENT FOR AN AUDIT OF A LOCAL
GOVERNMENT ENTITY RECEIVING FEDERAL FINANCIAL ASSISTANCE IN EXCESS OF $25,000;
AMENDING SECTION 2-7-603, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A
RETRCACTIVE APPLICABILITY DATE.”

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

Section 1. Section 2-7-503, MCA, is amended to read:

"2-7-503. Financial reports and audits of local government entities -- exception. (1) The governing
body or managing or executive officer of a local government entity, other than a school district or
associated cooperative, shall ensure that a financial report is made every year. A school district or
associated cooperative shall comply with the provisions of 20-9-213. The financial report must cover the
preceding fiscal year, be in a form prescribed by the department, and be completed within 4 months of the
end of the reporting period. The local government entity shall submit the financial report to the department
for review.

(2) The department shall prescribe a uniform reporting system for all local government entities
subject to financial reporting requirements, other than schoo! 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 revenue or financial assistance in the period covered by the financiai report in excess of $200,000

5008 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 iast fiscal year of the audit period. The audit must be completed and submitted to the
department for review within 1 yaar 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
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department, or, in the case of a school district, if directed by the department at the reguest of the
superintendent of public instruction, cause a financial review, as defined by department rule, to be
conducted of the financial statements of the entity for the preceding fiscal year.

{4} An audit conducted in accordance with this part is in lieu of any financial or financial and
compliance audit of an individual financial assistance program that 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 that it requirés to carry out its responsibilities under state or
federal law or regulation, the state agency shall rely upon and use that informatidn to pian and conduct its
own audits ar reviews in order to avoid a duplication of effort.

{6} 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 local government entity referred to in this part.
The special audit or review must, to the extent practicable, build upon audits performed pursuant to this
part.

{6) The fee for the special audit or review must be a charge based upon the costs incurred by the
department in relation to the special audit or review. The audit fee must be paid by the local government
entity to the state treasurer and must be deposited in the enterprise fund to the credit of the department.

{7) Subsections (1) through (3) do not apply to a local gevernment entity that has adopted the

alternative accounting method provided for in Title 7, chapter 6, part 6."

NEW SECTION. Section 2. Retroactive applicability. [This act] applies retroactively, within the

meaning of 1-2-109, to audits of local government entities for fiscal years beginning after June 30, 1996.

NEW SECTION. Section 3. Effective date. [This act] is effective on passage and approval.
-END-
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HOUSE BILL NO. 64
INTRODUCED BY EWER
BY REQUEST OF THE DEPARTMENT OF COMMERCE

A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE REQUIREMENT FOR AN AUDIT OF A LOCAL
GOVERNMENT ENTITY RECEIVING FEDERAL FINANCIAL ASSISTANCE IN EXCESS OF $25,000;
AMENDING SECT!ON 2-7-503, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A
RETROACTIVE APPLICABILITY DATE.”

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

Sectlon 1. Section 2-7-503, MCA, is amended to read:

"2-7-503. Financial reports and audits of local government entities -- exception. {1) The governing
body or managing or sxecutive officer of a local government entity, other than a schoo! 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 compieted within 4 months of the
end of the reporting period, The local government entity shall submit the financial report to the department
for raview,

{2} The department shall prescribe a uniform reporting system for all local government entities
subject to financial reporting requirernents, other than school districts. The superintendent of public
instruction shall prescribe the reporting requirements for schoo! districts.

(3) {a) The governing body or managing or executive officer of each local government entity

receiving revenue or financial assistance in the pariod covered by the financial report in excess of $200,000

5006 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 ot the audit period. The audit must be completed and submitted to the
départment 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 officar 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
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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 ig in lieu of any financial or financial and
compliance audit of an individual financial assistance program that a local government is required to
conduct under any other state or federal law or reguiation. If an audit conducted pursuant to this hart
provides a state agency with the information that 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 duplication of effort.

{5} In addition to the audits required by this section, the department may at any time conduct or
contract far a special audit or review o? the affairs of any local government entity referred to in this part.
The spacial audit or review must, to the extent practicable, build upon audits performed pursuant to this
part.

{6) The fee for the special audit or review must be a charge based upon the costs incurred by the
department in relation to the special audit or review. The audit fee must be paid by the local government
antity 1o the state treasurer and must be deposited in the anterprise fund to the credit of the department.

{7) Subsections (1) through {3) do not apply to a local government entity that has adopted the

alternative accounting method provided for in Title 7, chapter 6, part 6.”

NEW SECTION. Section 2. Retroactive applicability. [This act] applies retroactively, within the

meaning of 1-2-108, to audits of local gavernment entities for fiscal years beginning after June 30, 1996,

NEW SECTION. Section 3. Effective date. [This act] is effective on passage and approval.
-END-
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HOUSE BILL NO. 64
INTRCDUCED BY EWER
BY REQUEST OF THE DEPARTMENT OF COMMERCE

A BILLFOR AN ACT ENTITLED: "AN ACT ELIMINATING THE REQUIREMENT FOR AN AUDIT OF A LOCAL
GOVERNMENT ENTITY RECEIVING FEDERAL FINANCIAL ASSISTANCE iN EXCESS OF $25,000;
AMENDING SECTION 2-7-503, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A
RETROACTIVE APPLICABILITY DATE."

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 2-7-503, MCA, is amended to read:

"2-7-503. Financiat reports and audits of local government entities -- exception. (1} The governing
body or managing or executive officer of a local government entity, other than a school district or
associated cooperative, shall ensure that a financial report is made every year. A schoal 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 10 the department
for review.

{2) Tha department shall prescribe a uniform reporting systam for all local government entities
subject to financial reporting reguirements, 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 revenue or finénciai assistance in the period covered by the financial report in excess of $200,000

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. Tha audit must be completed and submitted to the
department for review within 1 year from the close of the last fiscal yaar coverad by the audit.

{b) The governing body or managing or exacutive officer of a iocal government entity that does not

mest the criteria established in subsection (3)(a) shall at least once every 4 years, if directed by the
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department, gr, in the case of a schooi district, if directed by the department at the request of the
superintendent of pubiic 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 congucted in accordance with this part is in lieu of any financial or financial and

- compliance audit of an individual financial assistance program that a local government is required to

conduct under any other state or federal iaw or ragulation. |f an audit conducted pursuant to this part
provides a state agency with the information that 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 11§
own audits or raviews in order to avoid a duplication of effort.

{8) In addition to the audits raquired by this section, the department may at any time conduct or
contract for a special sudit or review of the affairs of any local government entity referred to in this part.
The special audit or review must, to the extent practicable, build upan audits parformed pursuant to this
part.

{(6) The faee for the special audit or revisw must be a charge based upon the costs incurred by the
department in relation to the spacial audit or review, The audit fea must be paid by the local government
entity to the state treasurer and muyst be deposited in the enterprise fund to the credit of the department.

{7) Subsactions (1) through {3) do not apply to & local government entity that has adopted the

alternative accounting method provided for in Title 7, chapter 6, part 6.”

NEW TION. Section 2. Retroactive applicability. [This act] applies retroactively, within the

meaning of 1-2-109, to audits of local government entities for fiscal years beginning after June 30, 1996.

NEW SECTION. Section 3. Effective date. [This act] is effective on passage and approval.
-END-
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HOUSE BILL NO. &4
INTRODUCED BY EWER
BY REQUEST OF THE DEPARTMENT OF COMMERCE

A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING THE REQUIREMENT FOR AN AUDIT OF A LOCAL
GOVERNMENT ENTITY RECEIVING FEDERAL FINANCIAL ASSISTANCE IN EXCESS OF 525,000
AMENDING SECTION 2-7-503, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A
RETROACTIVE APPLICABILITY DATE."

BE {T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Seaction 1. Section 2-7-503, MCA, is amended to read:

"2-7-503. Financial reports and audits of local govarnment entities -- exception. (1) The governing
body or managing or exacutive officer of a local government entity, other than a school district or
associated cooperative, shail ensure thét a financial report is made every year. A schoo! district or
associated cooperative shali 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 compieted within 4 months of the
end of the reporting oericd. The local government entity shall submit the financiai report to the department
for review.

{2} The department shall prescribe a uniform reporting system for all local government entities
subject to financial reporting requirements, othar than school districts. The superintendent of public
instruction shall prescribe the raporting requirements for schoo! districts.

(3) {a) The governing body or managing or exacutive officer of sach local government entity

receiving ravenue or financial assistance in the period covered by the financiai report in excess of $200,000

3-000 shall cause an audit to be made at least every 2 years.
The audit must cover the aentity’s precading 2 fiscal years. The audit must commence within @ 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

meat the criteria established in subsection (3}(al shall at least once every & years, if diracted by the
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department. or, in the case of a school district, if diracted by the department at tha request of tne
superintendent of public instruction, cause a financial review, as defined by department rule. to e
conducted of the financial statements of the entity for the preceding fiscal year.

{4) An audit conducted in accordanca with this part is in liau of any financial or firancial and
compliance audit of an individual financiai assistance program that a locai gcvernmént IS fequired to
conduct under any other state or faderai law or ragulation. 1f an audit conducted pursuant to this part
provides a state agency with the information that it requires to carry out its respansibilities under state or
federal law or regulation, tha 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.

{5} In addition to the audits required by this section, the department may at any time conduct or
contract for a special audit or review of the affairs of any local governmant entity referred to in this part.
The special audit or review must, 10 the extent practicable, build upon audits parformed pursuant to this
part.

(6) The fee for the spacial audit or raview must be a charge based upon the costs incurred by the
department in relation to the special audit or review. The audit fee must be paid by the local government
entity to the state treasurer and must be depositad in the enterprise fund to the credit of the depariment.

{7) Subsections (1) through (3) do not apply to a local government entity that has adopted the

altarnative accounting method provided for in Title 7, chapter 6, part 6.7

NEW SECTION. Section 2. Retroactive applicability. [This act] applies retroactively, within the

meaning of 1-2-109, to audits of local governmant entities for fiscal years beginning atter June 30, 1336,

NEW SECTION. Saction 3. Effective date. [This act] is affactive on passage and approval.
-END-
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