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EXAMINATION DUTIES OF THE DEPARTMENT OF INTERGOVERNMENTAL 

RELATIONS; REVISING PRESENT L1\NGUAGE AND ADDING SECTIONS TO 

CLARIFY THE AUDIT PROCESS; PROVIDING FOR AUDITS BY LICENSED 

PUBLIC ACCOUNTANTS OR FIRMS OF PUBLIC ACCOUNTANTS; AMENDING 

SECTION 75-6323, R.C.M. 1947; REPEALING SECTIONS 82-4501 

THROUGH 82-4514, R.C.M. 1947; AND PROVIDING A DELAYED 

EFFECTIVE DATE. • 

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

Section 1. Definition. Unless the context requires 

otherwise, in this chapter •departmentw means the department 

of intergovernmental relations. 

Section 2. Audit duties of department. (1) The 

department shall audit the affairs of all: 

(a) counties; 

(b) incorporated cities and towns; 

(c) school districts; 

(d) school district extracurricular fund for pupil 

functions; 

(e) i=igation districts; 

(f) conservancy districts; 
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(g) fire districts and volunteer fire departments in 

unincorporated areas, towns, and villages supported by a 

mill levy; 

(h) fire department relief associations. 

(2) Each audit shall be made annually and shall ·cover 

the immediately preceding fiscal year of the governmental 

entity. 

(3) Each annual audit shall be initiated not later 

than twelve (12) months from the close of the fiscal year 

for which the audit is conducted. 

(4) In lieu of the annual audits required by the 

department, the department may, with the consent of or at 

the request of the respective governmental entities, 

contract out such annual audits with a public accountant or 

firm of public accountants who are licensed under the laws 

of Montana. 

Section 3. Audit purpose. The purpose of the audit of 

the affairs of the governmental entities as set forth in 

this chapter shall be to insure constituent interests by 

determining that compliance with all appropriate statutes 

and regulations is accomplished; that the financial 

condition and operations of the entities are reasonably 

conducted and reported; that the stewardship of such 

entities is conducted in such a manner as to preserve and 

protect the public trust and to accomplish, with economy and 
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efficiency, the duties and responsibilities of the entities 

in accordance with the legal requirements imposed and the 

desires of the public. 

Section 4. Audit scope. Each annual audit shall be a 

comprehensive audit of the affairs of the governmental 

entity, including comment on the balance sheet, results of 

operations, compliance with state statutes and regulations, 

recommendations for improvement, and any other comments 

deemed pertinent by the auditor, and including his 

expression of opinion as to the adequacy of the financial 

presentations. Each such annual audit required shall be made 

in accordance with generally accepted governmental auditing 

standards. 

Section 5. Audit exit review conference. Upon 

completion of the field work of each audit, the in-charge 

auditor is required to hold with the appropriate officials 

an exit review conference in which the audit results shall 

be discussed. 

Section 6. Audit reports content. The audit reports 

shall contain but are not limited to the following: 

(1) financial statements that conform with the 

generally accepted governmental accounting principles and 

which, insofar as possible, present the financial position 

and results of financial operations for each fund of the 

governmental entity; 
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(2) an expression of opinion regarding the financial 

statements, taken as a whole, or an assertion to the effect 

that an opinion cannot be expressed; when an overall opinion 

cannot be expressed, the reasons therefor should be stated; 

(3) a statement that previously noted deficiencies or 

recommendations contained in previous audit reports have 

been acted upon by adoption as recommended, adoption with 

modification, or rejection; and 

(4) disclosure of any lack of compliance with state 

statutes or regulations, as well as any operating 

deficiencies or recommendations for improvement. 

Section 7. Audit reports issuance and filing. 

(1) Within sixty (60) days after the completion of the 

field work, the department shall issue audit reports as 

follows: 

(a) county audit reports to county commissioners, the 

county clerk and recorder, and the county attorney; 

(b) city or town audit reports to the city or town 

governing body, the city or town chief financial officer, 

the city or town chief executive, and the city or town 

attorney; 

(c) school district audit reports to the trustees, the 

county superintendent of schools, the state superintendent 

of public instruction, the county attorney, and the clerk of 

the school district; 

-4-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1059 

(d) school district extracurricular fund audit reports 

to the trustees, the county superintendent of schools, the 

state superintendent of public instruction, the county 

attorney, and the fund administrator; 

(e) fire district or volunteer fire department audit 

reports to the trustees, the county attorney, and the clerk 

and recorder of the county in which the fire district or 

fire department is located; 

(f) conservancy district audit reports to the board of 

directors, the state department of natural resources and 

conservation, the district court, and the county 

attorney(s); 

(g) fire department relief association audit reports 

to the trustees, the city or town attorney, and the 

respective city or town clerk; and 

(h) irrigation district audit reports to the board of 

commissioners, the district court, and the county 

attorney(s): 

(2) 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 thirty (30) 

days after receiving the audit report from the department, 
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the proceedings instituted or to be instituted relating to 

the violations of law and nonperfoii!lance of duty. If the 

county, city or town attorney fails or refuses to prosecute 

the case, the department may employ an attorney to prosecute 

the case at the expense of the respective governmental 

entity. 

(3) All audit reports issued by the department are to 

be maintained on file at an appropriate location and open to 

public inspection. 

Section 8. Audit report -- reply by governing bodies. 

( 1) Upon receipt of the audit report the governing bodies 

of each audited entity shall review the contents, and within 

thirty (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 shall 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. 

Section 9. Audit report publication. After the 

expiration of the thirty (30) day period provided for in 

section [8 of this act}, the department shall send a copy of 
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the general comments section of each annual audit report to 

a newspaper of general circulation for publication. 

However, the general comments section of each annual county 

audit report shall be sent to the official newspaper of the 

county for publication. The publication shall include a 

st~tement to the effect that the audit repe~ is on file in 

its entirety and open to public inspection. Publication 

costs shall be borne by the audited governmental entity. 

Section 10. Audit fees. The department shall charge 

audit fees based upon the costs incurred by the department 

in the conduct of each annual audit. All audit fees herein 

provided shall be paid by the governmental entity to the 

state treasurer and credited to the state general fund. 

Section 11. Audit by independent accountant/auditor. 

(1) In lieu of the annual audits required of the 

department, the department may, with the consent of or at 

the request of the respective governmental entities, 

contract out such annual audits with a public accountant or 

firm of public accountants who are licensed under the laws 

of Montana. 

(2) The department shall establish rules governing the 

administration of the contracts between the department, the 

independent accountant/auditor, and the governmental 

entities. These rules and regulations shall include, but 

not be l~ited to: 
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(a) establishment of criteria for the selection of the 

independent accountant/auditor1 

(b) contract form and content1 and 

(c) standards of audit and reporting. 

Section 12. Audit advisory council. Pursuant to the 

authority contained in section B2A-110, there shall be 

created an audit advisiory council for the purpose of 

providing a continuing review of the audit process and 

procedures contained in this chapter. The composition, 

duties and procedures of the audit advisory council shall be 

determined under the statutory guidelines contained in 

section 82A-ll0. 

Section 13. Access to public accounts actions to 

compel. (1) The department may count the cash, verify the 

bank accounts, and verify all accounts of a public officer 

whose accounts it is examining under law. If an officer of 

any county, city, town, school, or other governmental entity 

referred to in this act, refuses to accord the department 

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 department finds a 

shortage of cash, the department 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 
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attorney and the governing body of the governmental entity. 

Upon filing of the statement, the officer shall 

immediately be suspended from the duties and emoluments of 

his office, and the governing body of such governmental 

entity shall appoint some qualified person to 

pending completion of the audit. 

the office, 

(2) Upon the completion of the audit by the 

department, if a shortage of cash existed in the accounts of 

the officer, the department shall file with the governing 

body of the governmental entity a final report of the audit, 

showing the shortage. The right of the officer to the 

office is then forfeited, and the office becomes vacant as 

of the date of the suspension of the officer. The person 

appointed to the office upon the suspension of the officer 

shall hold the office until the election and qualification 

of his successor, as provided by law. 

(3) An officer whose right to office has been 

forfeited may, within ten (10) days after the filing of the 

department's final report or audit, begin in the district 

court of the proper judicial district a proceeding in quo 

warranto to test the right of his successor to hold the 

office, and to test the accuracy of the final report and 

audit of the department. 

Section 14. Duty of officers to aid in audit. The 

officers and employees of the governmental entities referred 
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to in this act shall afford all reasonable facilities for 

the department's audit and shall furnish information to the 

department under oath in a manner prescribed by the 

department. 

Section 15. Power to examine books and papers. The 

department may examine any books, papers, accounts and 

documents in the office or possession of any governmental 

entity referred to in this act, and may send for persons or 

papers and examine under oath any perscn concerning them. 

Section 16. Special audits. (1) In addition to the 

annual audits required by section [2 of this act], the 

department may at any time conduct a special audit of the 

affairs of any governmental entity referred to in this act. 

(2) The fee for the special audit shall be a charge 

based upon the costs incurred by the department in the 

con·duct of such special audit. The audit fee herein 

provided shall be paid by the governmental entity to the 

state treasurer and credited to the state gl'!neral fund. 

Section 17. Accounting methods. The department shall 

prescribe the general methods and details of accounting for 

the receipt and disbursement of all monies belonging to 

governmental entities referred to in this act, and shall 

establish in those offices general methods and details of 

accounting. All governmental entity officers shall conform 

with the standards prescribed by the department. 
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Section 18. Section 75-6323, R.C.M. 1947, is amended 

to reac!. as fo !lows: 

"75-6323. Extracurricular fund for pupil functions. 

The government of the pupils of the school within a district 

or the administration of a school on behalf of the pupils 

may establish an extracurricular fund for the purposes of 

the receipts and expenditures of money collected for pupil 

extracurricular functions with the approval of the trustees 

of the district. All extracurricular moneys of any pupil 

organization of the school shall be deposited and expended 

by check from a bank account maintained for the 

extracurricular fund. 

An accounting systen" for the extracurricular fund 

recommended by the ~e~e---eHem~fte~ department of 

intergovernmental relations shall be implemented by the 

trustees. Such accounting system shall provide for: 

(1) the internal control of the cash receipts and 

18 expenaitures of the money; and 

19 (2) a general account that can be reconciled with the 

20 bank acoount for the extracurricular fund and reconciled 

21 with the detailed accounts within the extracurricular fund 

22 maintained for each student function. 

23 ~e-e~~e~eea-e~-~~e--aie~~~ee--5fte~~--ee~ee--eft--eftft~e~ 

24 a~a~~--e2--~e--e~~~·~~~~~~8r--~~fta-ey-re~ai"~"~-~e-~e~e 

25 eH«Mift~-~e-~erm-e~e~-a~eieT--~--~ee--e~--ei~~~y--~~~e~e 
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f$~9t-~-eay-~r-Maft-e~8~1-be-paie-~~eM-~~e-eH~~e~~~i~~e~ 

~~fta~-sie~~i~-Mefteye-~e-~~e-e~eee-eHemifte~-fer-ae~ee~~-i" 

~~e-e~8~e-~eae~ry-~e-~~e-e~ee~-~-~~e-~efteral-~~~~ 

~~e--a~e~~er--e~ei~--~iie-e-ee~~~~iee-ee~y-~-~~-e~a~ 

r~~--wi~k---~~e---ee~ftey---e~~erifteeftaeft~T---~~e---e~ftey 

e~~erift~efteeft~--eh8ii--~ieft--ftee~ee-ift-8-ftewe~~~-~-~fte 

aie~ie~-e~-ee~ft~y-e~-~fte-~i~~~-e~-~e--~ee~--~8~--i~--~e 

e~eft-~e-~eeiie-ifte~eeieftT" 

Section 19. Sections 82-4501 through 82-4514, R.C.M. 

1947, are repealed. 

Section 20. This act shall become effective on July 1, 

1976. 

-End-
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A BILL FOR AN ACT ENTITLED: "h~ ACT TO RECODIFY THE 

EXAMii>ll'tTION DuTIES OF THE DEPARTMENT OF INTERGOVERNMENTAL 

RELATIONS; REVISING PRESENT LANGUAGE AND ADDING SECTIONS TO 

CLARIFY THE AUDIT PROCESS; PROVIDING FOR AUDITS BY LICENSED 

PUBLIC ACCOUNTANTS OR FIRMS OF PUBLIC ACCOUNTANTS; AMENDING 

SECTION 75-6323, R.C.M. 1947; REPEALING SECTIONS 82-4501 

THROUGH 82-4514, R.C.M. 1947; AND PROVIDING A DELAYED 

EFFECTIVE DATE. • 

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

Section 1. Definition. Unless the context requires 

otherwise, in this chapter "department• means the department 

of inter~overnmental relations. 

Section 2. Audit duties of depa rtrnent, {1) The 

department shall audit the affairs of all: 

(a) counties; 

(b) incorporated cities and towns; 

(c) school districts; 

(d) school district extracurricular fund for pupil 

functions; 

{e) irrigation districts; 

(f) conservancy districts; 

T H I R D READING 

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 

LC 1059 

(g) fire districts and volunteer fire departments in 

unincorporated areas, towns, and villages supported by a 

mill levy; 

(h) fire department relief associations. 

(2) Each audit shall be made annually and shall cover 

the immediately preceding fiscal year of the governmental 

entity. 

(3) Each annual audit shall be initiated not later 

than twelve (12) months from the close of the fiscal year 

for which the audit is conducted. 

(4) In lieu of the annual audits required by the 

department, the department may, with the consent of or at 

the request of the respective governmental entities, 

contract out such annual audits with a public accountant or 

firm of public accountants who are-licensed under the laws 

of Montana. 

Section 3. Audit purpose. The ~urpose of the audit of 

the affairs of the governmental entities as set forth in 

this chapter shall be to insure constituent interests by 

determining that compliance with all appropriate statutes 

and regulations is accomplished; that the financial 

condition and operations of the entities are reasonably 

conducted and reported; that the stewardship of such 

entities is conducted in such a manner as to preserve and 

protect the public trust and to accomplish, with economy and 

-
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gffici.ency, the duti-es .and re.spo1'1'8ibiliti..s ·.of ·.the .entities 

.in accordance with the legal require~~ents .iJIIPOSed .and the; 

desires o£ the public. 

Section 4. Audit scope. Each a.nn:ual audit shall he a 

comprehensive audit of the aff&irs ·of tRe governmental 

entity, including ~nt on the balimce :shaet, results of 

operations, compliance with state statutes and regulations, 

.recommendations for improvement, and any other comments 

deellled pertinent by the .auditor, and including his 

expression ~f opinion as to·the adequacy of the financial 

presentations. Each such .a·nnual audit required shall be made 

in accordance with generally accepted governmental auditing 

s.tandardo;. 

Section 5. Audit exit review conference. Upon 

completion of the field work of each audit, the in-charge 

auditor is required to hold with the appropriate officials 

exit review conference in which the audit results shall an 

be discussed. 

Section 6. Audit reports content. The audit reports 

shall contain but are not limited to the following: 

(1) financial statements that conform with the 

generally accepted governmental accounting principles and 

which, insofar as possible, present the financial position 

and results of financial operations for each fund of the 

governmental entity; 

-3-

~ 

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 1059 

(2) an expression of opinion reg-arding the financial 

statements, taken as a whole, or an .assertion to the effect 

that an opinion cannot be expressed; when an overall opinion 

cannot be expres.sed, the reasons therefor should be stated; 

(3) a statement that previously noted deficiencies or 

recCDJ~endations contair.ed in previous audit reports have 

been acted upon by adoption as recolllllended, adoption "'ith 

IIK)dification, or rejection; and 

(4) disclosure of any lack of compliance with state 

statutes or regulations, as well as any operating 

deficiencies or recommendations for improvement. 

Section 7 • Audit reports ia.suance and filing. 

lll Within sixty (60) days after the completion o.f the 

field work, the department shall issue audit reports as 

follows: 

(a) county audit reports to county oommissioners, the 

county clerk and recorder, and the county attorney; 

(b) city or town audit reports to the city or town 

governing body, the city or town chief financial officer, 

the city or town chief executive, and the city or town 

attorney~ 

(c) school district audit reports to the trustees, the 

county superintendent of schools, the state superintende~t 

of public instruction, the county attorney, and the clerk of 

the school district; 
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{d) school district extracurricular fund audit reports 

to the trustees, the county superintendent of schools, the 

state superintendent of public instruction, the county 

attorney, and the fund administrator; 

{e) fire district or volunteer fire department audit 

reports to the trustees, the county attorney, and the clerk 

ana recorder of the county in which the fire district or 

fire department is located; 

{f) conservancy district audit reports to the board of 

directors, the state department of natural resources and 

conservation, the district court, and the ,.,ounty 

attorney{s); 

(g) fire department relief association audit reports 

to the trustees, the city or town attorney, and the 

respective city or town clerk; and 

(h) irrigation district audit reports to the board of 

commissioners, the district court, and the county 

attorney{s); 

{2) 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 thirty (30) 

days after receiving the audit report from the department, 
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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 an attorney to prosecute 

the case at the -expense of the respective governmental 

entity. 

(3) All audit reports issued by the department are to 

be maintained on file at an appropriate location and open to 

public inspection. 

Section 8. Audit report -- reply by governing bodies. 

(li Upon receipt of the audit report the governing bodies 

of each audited ~tity shall review the contents, and within 

thirty (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 shall 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. 

Section 9. Audit report publication. After the 

expiration of the thirty (30) day period provided for in 

section [8 of this act), the departw~nt shall send a copy of 
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the general COI!IIMmts .sectdon Oif ·each annual -fi.ll¢i.t report ·t.o 

a newspaper o£ qe~~al ·circul~tion .for publication. 

However, .the g:ener al CQI!Illlents sect ion of .ea:eh ~nu<U. -CO!ilnt y 

audit o~Ceport shall be sent ·to the ofi'·icial ~pa.per .Qf :Ohe 

county for publicat-ion. .The .publ,,ieat-ion ahall include a 

statement to the effect that the audi·t repo-rt is on file in 

its entirety and open to public inspection. Publication 

costs shall be borne by the audited governmental entit_y. 

Section 10. Audit fees. · The depart1111mt JShall charge 

audit £ees based upon the costs incurred by the department 

in the conduct of each annual audit. All audit fees herein 

provided shall be paid b.y the gove-rnmental entity to the 

state treasurer .and credited to the state gen~ral fund. 

Section 11. Audit by independent accountant/auditor. 

(l) In lieu of the annual audits required of the 

department, the departiiiE!nt may, w.ith the consent of or at 

the request of the .respective governnental entities, 

contract out such annual audits with a public accountant or 

finn of public accountants who are licensed under the laws 

of Montana. 

(2) The department shall establish rules governing the 

administration of the contracts between the department, the 

independent 

entities. 

accountant/auditor, and the governmental 

These rules and regulations shall include, but 

not be liroited to: 
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(~) establishment of criteria for the selection of the 

independent accountant/auditor; 

(b) contract form and content; and 

(c) standards -of audit and reportinq. 

Section 12. Audit advisory council. Pursuant to the 

authority contained in section 82A-ll0, there shall be 

created an audit advisiory council for the purpose of 

providinq a continuing review of t.'le audit process and 

_procedures contained in this chapter. The composition, 

duties ~ procedures of the audit advisory council shall be 

deter.mined under the statutory guidelines contained in 

section 82A-ll0. 

Section 13. Access to public accounts -- actions to 

compel. (1) The department may count the cash, verify the 

bank accounts, and verify all accounts of a public officer 

whose accounts it is examining under law. If an officer of 

any county, city, town, school, or other governmental entity 

referred to in this act, refuses to accord the department 

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 department finds a 

shortage of casi1, the department 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, witb the respective county, city or town 
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attorney ana the governing body of the gcvernmental entity. 

Upon filing of the statement, the officer shall 

immediately be suspended from the duties and emoluments of 

his office, and the governing body of such governn~ntal 

entity shail appoint some qualified person to the office, 

pending completion of the audit. 

(2) Upon the completion of the audit by the 

department, if a shortage of cash existed in the accounts of 

the officer, the department shall file with the governing 

body of the governmental entity a final report of the audit, 

showing the shorl:age. The right of the officer to the 

office is then forfeited, and the office besomes vacant as 

of the date of the suspension of the officer. The person 

appointed to the office upon the suspension of the officer 

shall hold the office until the election and qualification 

of his successor, as provided by law. 

(3) An officer whose right to office has been 

forfeited may, within ten (10) days after the filing of the 

department's final report or audit, begin in the district 

court of the proper judicial district a proceeding in quo 

warranto to test the right of his successor to hold the 

office, and to test the accuracy of the final report and 

audit of the department. 

Section 14. Duty of officers to aid in audit. The 

officers and employees of the governmental entities referred 
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to in this act shall afford all reasonable facilities for 

the department's audit and shall furnish information to the 

department under oath in a manner prescribed by the 

department. 

Section 15. Power to examine books and papers. The 

deparbnent may examine any books, papers, accounts and 

documents in the office or possession of any governmental 

entity referred to in this act, and may send fer persons or 

papers and examine under oath any person concerning them. 

Section 16. Special audits. (1) In addition to the 

annual audits required by section [2 of this actl, the 

department may at any time conduct a special audit of the 

affairs of any governmental entity referred to in this act. 

(2) The fee for the special audit shall be a charge 

based upon the costs incurred by the department in the 

conduct of such special audit. The audit fee herein 

prOvided shall be paid by the governmental entity to the 

state treasurer and credited to the state general fund. 

Section 17. Accounting methods. The department shall 

prescribe the general methods and details of accounting for 

the receipt and disbursement of all monies belonging to 

goven1mental entities referred to in this act, and shall 

establish in those offices general methods and details of 

accounting. All governmental entity officers shall conform 

wi<h <he •t~dard• pre•rribe:,: 11 d,(3~~ 
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Secticn 18. Section 75-6323, R.C.M. 1947·1 is a~~~ended 

to read as follOW15: 

•75-6323. Extracurricular fund for pupil functions. 

The govexnment of the p.~pils of the school within a district 

or the administration of a school on behalf of the pupils 

may establish an extracurricular fund for the purposes of 

the receipts and expenditures of money collected for pupil 

extracurricular functions with the approval of the trustees 

of the district. All extracu=i"cular :moneys of any p.~pil 

organization of the school shall be deposited and expended 

by check from a bank account maintained for the 

extracurricular fund. 

An accounting system for the extracurricular fund 

recommended by the ~eee---eKemifte~ department of 

intergovernmental relations shall be implemented by the 

16 trustees. Such accounting system shall provide for: 

17 (1} the internal control of the cash receipts and 

18 expenditures of the money1 and 

19 (2) a general account that can be reconciled with the 

20 bank account for the extracurricular fund and reconciled 

21 with the detailed accounts within the extracurricular fund 

22 maintained for each student function. 

23 ~~ti8~eee-&e-efte--eie~~i~--eh«~~--~ee--eft--~fttie~ 

24 a.ai~--ee--~e--eH~~.eti~rieti~a~--iti~-er-~~aiftift!-~e-~e~ 

2 5 --ift--~e-pe!'ielll-8tielol-atiei~T--""'--iee--ei~'Jk~y--eei~t~~tl 
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+$ie~-~-eey-pe!'-llleR-ek•~-ee-paie-i~ea-~he-eH~reetir~ieti~e~ 

i~-a. .. ie~~~-l!leaeye-~~he-e~a~e-ewa.ift~-i~-sepee~-ift 

~ke-~~e-~eaea.y-~-~he-erea~-ei-~-•e.erat-i•aiT 

Whe•-atiei••~--ak~--iite-a-ee~~iiiee-eepy-ei-~he-atie~ 

·~·~--wi~h---~he---eetift~y---etipe~ift~eftSeft~T---~he---~ft~Y 

etiperift•eASeft~--ekett--~ieh--ft~~-t&-e-ftewspeper-ei-~he 

eie~i~-er-eetift·y-ei-~he-iitift<J-~-~e--ie~--~a~--~--is 

epe~._-peetie-ifttlpee•ieftT• 

Section 19. Sections 82-4501 through 82-4514, R.C.~l. . 
19 4 7, are repealed. 

Section 20. This act shall become effective on July 1, 

1976, 

-End• 
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March 18, 1975 

SENATE COMMITTEE ON STATE ADMINISTRATION 

AMENDMENTS TO HOUSE BILL NO. 507 

That House Bill No. 507, third reading, be amended as follows: 

1. Amend page 7, section 10, line 11. 
Following: "audit" 
Strike: 11

." 

Insert: 11
, except as follows: 

(a) for each annual audit of fire department relief associa
tions, the department shall charge audit fees on the basis of the 
funds of the association: 

(i) if the fund is more than one thousand dollars 
($1.,000) and less than five thousand dollars ($5,000), the annual 
audit fee shall be ten dollars ($10); 

(ii) if the fund is from five thousand dollars ($5,000) 
to ten thousand dollars ($10,000), the annual audit fee shall be 
twenty-five dollars ($25); 

(iii) if the fund is more than ten thousand dollars 
($10,000), the annual audit fee shall be thirty-five dollars ($35). 

(b) for each annual audit of fire districts and volunteer 
fire departments, the department shall charge audit fees of seven 
dollars and fifty cents ($7.50) an hour for each person engaged ~n 

the aud~t. 

(c) for each annual audit of irrigation districts, the 
department shall charge audit fees of seventy dollars ($70) a 
day for each person engaged in the audit. 

(d) for each annual audit of conservancy districts, the 
department shall charge audit fees of seventy dollars ($70) a 
day for each person engaged in the audit ... 

2. Amend page 8, section 12, lines 5 through 12. 
Following: line 4 
Strike: Section 12 in its entirety 
Renumber: All subsequent sections 
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HOUSE BILL NO. 507 

INTRODUCED BY KENDALL 

(BY REQUEST OF THE DEPARTMENT OF INTERGOVERNMENTAL RELATIONS) 

A BILL FOR AN ACT ENTITLED: •AN ACT TO RECODIFY THE 

EXAMINATION DUTIES OF THE DEPARTMEN! OF INTERGOVERNMENTAL 

RELATIONS~ REVISING PRESENT LANGUAGE AND ADDING SECTIONS TO 

CLARIFY THE AUDIT PROCESS~ PROVIDING FOR AUDITS BY LICENSED 

PUBLIC ACCOUNTANTS OR FIRMS OF PUBLIC ACCOUNTANTSJ AMENDING 

SECTION 75-6323, R.C.M. 

THROUGH 82-4514, R.C.M. 

EFFECTIVE DATE,• 

1947~ REPEALING SECTIONS 82-4501 

194 77 AND PROVIDING A DELAYED 

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

Section 1. Definition. Unless the context requires 

otherwise, in this chapter "department• means the department 

of intergovernmental relations. 

Section 2. Audit duties of department. 

department shall audit the affairs of all: 

(a) counties; 

{b) incorporated cities and towns~ 

(c) school districts~ 

(d) school district extracurricular fund 

functions; 

(e) irrigation districts; 

(1) The 

for pupil 
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(f) conservancy districts: 

(g) fire districts and volunteer fire departments in 

unincorporated areas, towns, and villages supported by a 

mill levy; 

(h) fire department relief associations. 

(2) Each audit shall be made annually and shall cover 

the immediately preceding fiscal year of the governmental 

entity. 

(3) Each annual audit shall be initiated not later 

than twelve (12) months from the close of the fiscal year 

for which the audit is conducted. 

(4) In lieu of the annual audits required by the 

department, the department may, with the consent of or at 

the request of the respective governmental entities, 

contract out such annual audits with a public accountant or 

firm of public accountants who are licensed under the laws 

of Montana. 

Section 3. Audit purpose. The purpose of the audit of 

the affairs of the governmental entities as set forth in 

this chapter shall be to insure constituent interests by 

determining that compliance with all appropriate statutes 

and regulations is accomplished; that the financial 

condition and operations of the entities are reasonably 

conducted and reported; that the stewardship of such 

entities is conducted in such a manner as to preserve and 

-2- HB 507 
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protect the public trust and to 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. 

Section 4. Audit scope. Each annual audit shall be a 

comprehensive audit of the affairs of the governmental 

entity, including comment on the balance sheet, results of 

operations, compliance with state statutes and regulations, 

recommendations for improvement, and any other comments 

deemed pertinent by the auditor, and including his 

expression of opinion as to the adequacy of the financial 

presentations. Each such annual audit required shall be made 

in accordance with generally accepted governmental auditing 

standards. 

Section 5. Audit exit review conference. Upon 

completion of the field work of each audit, the in-charge 

auditor is required to hold with the appropriate officials 

an exit review conference in which the audit results shall 

be discussed. 

Section 6. Audit reports content. The audit reports 

shall contain but are not limited to the following: 

(1) financial statements that conform with the 

generally accepted governmental accounting principles and 

which, insofar as possible, present the financial position 

and results of financial operations for each fund of the 
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governmental entity; 

(2) an expression of opinion regarding the financial 

statements, taken as a whole, or an asseLtion to the effect 

that an opinion cannot be expressed; when an overall opinion 

cannot be expressed, the reasons therefor should be stated; 

(3) a statement that previously noted deficiencies or 

recommendations contained in previous audit reports have 

been acted upon by adoption as recommended, adoption with 

modification, or rejection; and 

(4) disclosure of any lack of compliance with state 

statutes or regulations, as well as any operating 

deficiencies or recommendations for improvement. 

Section 7, Audit reports issuance and filing. 

(1) Within sixty (60) days after the completion of the 

field work, the department shall issue audit reports as 

follows: 

(a) county audit reports to county commissioners, the 

county clerk and recorder, and the county attorney; 

(b) city or town audit reports to the city or town 

governing body, the city or town chief financial officer, 

the city or town chief executive, and the city or to~1 

attorney; 

(c) school district audit reports to the trustees, the 

county superintendent of schools, the state superintendent 

of public instruction, the county attorney, and the clerk of 

-4- HB 507 
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the school district; 

(d) school district extracurricular fund audit reports 

to the trustees, the county superintendent of schools, the 

state superintendent of public instruction, the county 

attorney, and the fund administrator; 

(e) fire district or volunteer fire department audit 

reports to the trustees, the county attorney, and the clerk 

and recorder of the county in which the fire district or 

fire department is located; 

(f) conservancy district audit reports to the board of 

directors, the state department of natural resources and 

conservation, 

attorney(s)J 

the district court, and the county 

(g) fire department relief association audit reports 

to the trustees, the city or town attorney, and the 

respective city or town clerk; and 

(h) irrigation district audit reports to the board of 

commissioners, the district court, and the county 

attorney(s); 

(2) 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 thirty (30) 
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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 an attorney to prosecute 

the case at the expense of the respective governmental 

entity. 

(3) All audit reports issued by the department are to 

be maintained on file at an appropriate location and open to 

public inspection. 

Section B. Audit report -- reply by governing bodies. 

(1) Upon receipt of the audit report the governing bodies 

of each audited entity shall review the contents, and within 

thirty (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 shall 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. 

Section 9. Audit report -- publication. After the 

expiration of the thirty (30) day period provided for in 

-6- HB 507 
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section [8 of this act!, the department shall send a copy of 

the general comments section of each annual audit report to 

a newspaper of general circulation for publication. 

However, the general comments section of each annual county 

audit report shall be sent to the official newspaper of the 

county for publication. The publication shall include a 

statement to the effect that the audit report is on file in 

its entirety and open to public inspection. Publication 

costs shall be borne by the audited governmental entity. 

Section 10. Audit fees. The department shall charge 

audit fees based upon the costs incurred by the department 

in the conduct of each annual audit~, EXCEPT AS FOLLOWS: 

(A} FOR EACH ANNUAL AUDIT OF FIRE DEPARTMENT RELIEF 

ASSOCIATIONS, THE DEPARTMENT SHALL CHARGE AUDIT FEES ON THE 

BASIS OF THE FUNDS OF THE ASSOCIATION: 

(I] IF THE FUND IS MORE THAN ONE THOUSAND DOLLARS 

($1,000} AND LESS THAN FIVE THOUSAND DOLLARS ($5,000), THE 

ANNUAL AUDIT FEE SHALL BE TEN DOLLARS ($10] : 

(II) IF THE FUND IS FROM FIVE THOUSAND DOLLARS 

{$5,000) TO TEN THOUSAND DOLLARS ($10,000), THE ANNUAL AUDIT 

FEE SHALL BE TWENTY-FIVE DOLLARS {$25): 

(III) IF THE FUND IS MORE THAN TEN THOUSAND DOLLARS 

($10,000), THE ANNUAL AUDIT FEE SHALL BE THIRTY-FIVE DOLLARS 

($35) • 

(B) FOR EACH ANNUAL AUDIT OF FIRE DISTRICTS AND 
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VOLUNTEER FIRE DEPARTMENTS, THE DEPARTMENT SHALL CHARGE 

AUDIT FEES OF SEVEN DOLLARS AND FIFTY CENTS ($7.50) AN HOUR 

FOR EACH PERSON ENGAGED IN THE AUDIT. 

{C) FOR EACH ANNUAL AUDIT OF IRRIGATION DISTRICTS, THI: 

DEPARTMENT SHALL CHARGE AUDIT FEES OF SEVENTY DOLLARS ($70) 

A DAY FOR EACH PERSON ENGAGED IN THE AUDIT. 

(D) FOR EACH ANNUAL AUDIT OF CONSERVANCY DISTRICTS, 

THE DEPARTMENT SHALL CHARGE AUDIT FEES OF SEVENTY DOLLARS 

($70) A DAY FOR EACH PERSON ENGAGED IN THE AUDIT. 

All audit fees herein provided shall be paid by the 

governmental entity to the state treasurer and credited to 

the state general fund. 

section 11. Audit by independent accountant/auditor. 

(1) In lieu of the annual audits required of the 

department, the department may, with the consent of or at 

the request of the respective governmental entities, 

contract out such annual audits with a public accountant or 

firm of public accountants who are licensed under the laws 

of Montana. 

(2) The department shall establish rules governing the 

administration of the contracts between the department, the 

independent accountant/auditor, and the governmental 

entities. These rules and regulations shall include, but 

not be limited to: 

(a) establishment of criteria for the selection of the 

-8- HB 507 
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inJependent accountant/auditor; 

(b) contract form and content; and 

(c) standards of audit and reporting. 

See~~eft-r~~--A~d~~-~s•~eer~-ee~ne~rT--P~re~~ft~--~e--~he 

~~~her~~y--ee"~e~ftes--~ft--eee~~eft--92A-r%9T--~here--eherr-~e 

eree~es-en--e~si~--es¥ieiery--ee~ne~~--£er--~e--~~rpeee--e~ 

~ev~sift~--a--eeft~ift~in§--review--e~--~he--e~~~-~reeeee-eftd 

~eees~ree-eeft~a~fted--~ft--~~--ehepeerT---~he--eem~e~~ieftT 

s~~iee-eftd-preeed•ree-et-~ne-e~s~~-ea¥~eery-ee~e~r-eherr-~ 

ae~e~fte~-~ft~er-~ne--e~a~~~ery--~~·der~ftee--eeft~ft~fted--~ft 

see~ieft-9iA-r~eT 

Section 12. Access to public accounts actions to 

compel. (1) The department may count the cash, verify the 

bank accounts, and verify all accounts of a public officer 

whose accounts it is examining under law. If an officer of 

any county, city, town, school, or other governmental entity 

referred to in this act, refuses to accord the department 

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 department finds a 

shortage of cash, the department 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 governmental entity. 
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Upon filing of the statement, the officer shall 

immediately be suspended from the duties and emoluments of 

his office, and the governing body of such governmental 

entity shall appoint some qualified person to the office, 

pending completion of the audit. 

(2} Upon the completion of the audit by the 

department, if a shortage of cash existed in the accounts of 

the officer, the department shall file with the governing 

body of the governmental entity a final report of the audit, 

showing the shortage. The right of the officer to the 

office is then forfeited, and the office becomes vacant as 

of the date of the suspension of the officer. The person 

appointed to the office upon the suspension of the officer 

shall hold the office until the election and qualification 

of his successor, as provided by law. 

(3) An officer whose right to office has been 

forfeited may, within ten (10) days after the filing of the 

department's final report or audit, begin in the district 

court of the proper judicial district a proceeding in quo 

warranto to test the right of his successor to hold the 

office, and to test the accuracy of the final report and 

audit of the department. 

Section 13. Duty of officers to aid in audit. The 

officers and employees of the governmental entities referred 

to in this act shall afford all reasonable facilities for 

-10- HB 507 
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the department's audit and shall furnish information to the 

department 

department. 

under oath in a manner prescribed by the 

Section !!· 
department may 

Power to examine books and 

examine any books, papers, 

papers. The 

accounts and 

documents in the office or possession of any governmental 

entity referred to in this act, and may send for persons or 

papers and examine under oath any person concerning them. 

Section ~· Special audits. (1) In addition to the 

annual audits required by section [2 of this act), the 

department may at any time conduct a special audit of the 

affairs of any governmental entity referred to in this act. 

(2) The fee for the special audit shall be a charge 

based upon the costs incurred by the department in the 

conduct of such special audit. The audit fee herein 

provided shall be paid by the governmental entity to the 

state treasurer and credited to the state general fund. 

Section !i• Accounting methods. The department shall 

prescribe the general methods and details of accounting for 

the receipt and disbursement of all monies belonging to 

governmental entities referred to in this act, and shall 

establish in those offices general methods and details of 

accounting. All governmental entity officers shall conform 

with the standards prescribed by the department. 

Section 17, Section 75-6323, R.C.M. 1947, is amended 
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to read as follows: 

•75-6323. Extracurricular fund for pupil functions. 

The government of the pupils of the school within a district 

or the administration of a school on behalf of the pupils 

may establish an extracurricular fund for the purposes of 

the receipts and expenditures of money collected for pupil 

extracurricular functions with the approval of the trustees 

of the district. All extracurricular moneys of any pupil 

organization of the school shall be deposited and expended 

by check from a bank account maintained for the 

extracurricular fund. 

An accounting system for the extracurricular fund 

recommended by the s~~~e---e.am~fter 

intergovernmental relations shall be 

department of 

implemented by the 

trustees. Such accounting system shall provide for: 

(1) the internal control of the cash receipts and 

expenditures of the money; and 

(2) a general account that can be reconciled with the 

bank account for the extracurricular fund and reconciled 

with the detailed accounts within the extracurricular fund 

maintained for each student function. 

~he-~r~s~eee-e~-~he--~ie~rie~--eh~~~--e~~se--~ft--~ftft~B~ 

e~ai~--ei--~he--eM~ree~rrie~~er--~~fte-&y-re~eiftift~-~he-e~e~e 

eHBMifter-~e-~errerM-e~eh-e~~i~T--~--ree--er--ei~h~y--ae~~ers 

i•&s*-~er-aey-~er-aeft-eh~~~-&e-~~~a-iPBM-~he-eM~P~e~rrie~~~• 
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1 f~~-e~-~~st~~et-meneys-te-ehe-seaee-e~aM~fte~-fe~-~e~s~e-~n 

2 the-state-t~eeee~-te-ehe-e~e~e-ef-ehe-~ene~a~-f~ar 

3 ~he-ee~~eer-she~i-f~~e-a-eere~f~e~-ee~y--ef--ehe--a~e~e 

4 repere---w~eh---ehe---ee~ney---eeper~neen8efteT---~he--ee~ey 

5 eeper~nteft~ent-eha~~-~ei~eh-net~ee-~n-a--newe~aper--ef--ehe 

6 ~~etr~et--er--eeeney--ef--ehe-f~~~n~-ena-~he-fae~-~ha~-~e-~e 

7 epen-te-~~~e-~nepeee~enTw 

8 Section 18. Sections 82-4501 through 32-4514, R.C.M. 

9 1~47, are repealed, 

10 Section !!• This act shall become effective on July 1, 

11 1976. 

-End-

-13- HB 507 


