March

March

March

April

April

April

April

April

April
April

HOUSE BILL NO, 838

INTRODUCED BY LUND, COMMITTEE ON APPROPRIATIONS

BY REQUEST OF THE HOUSE APPROPRIATIONS COMMITTEE

11, 19381

30, 1981

31, 1981
1, 1981

4, 1981

6, 1981

7, 188}

10, 1981

13, 1981
14, 1981

IN THE HOUSE

Introduced and referred to
Committee on Appropriations.

On motion rules suspended and
bill allowed to be transmitted
on the 75th legislative day.

Committee recommend bill do
pass. Report adopted,

Bill printed and placed on
members' desks,

Second reading, 4o passa,

Date to transmit extended to
76th legislative day.

Congidered correctly engrossed,

Third reading, passed, Ayes, 93;
Moes, l. Transmitted to Senate,

IN THE SENATE

By motion and consent bill allowed
to be received and considered this
session,

Introduced and referred to Com=—
mittee on Finance and Claims.

Committee recommend bill be
concurred in as amended, Report
adopted.

gecond reading, conecurred in.

Third reading, concurred in as
amnended. Ayes, 47) Noes, Q.



April 15, 1981

April 20, 1981

In THE HOUSBE

Returned from Senate with
amendmgnts,

Second reading, amendments
concurred in.

On motion rules suspended and
bill placed on third reading
this day.

Third reading, amendments con=-
curred in., Ayes, 95 Noes, 0.
Sent to enrolling.

Reported correctly enrolled,



4Tth Legislature

190
11

12

14
15
16
17
18
19
20
21
22
23
24

25

LC 1497701

_HOUSE BILL NO. _ 838

INTRODUCED BY

BY REQUEST OF THE HOUSE APPROPRIATIONS COMMITT

A BILL FOR AN ACT ENTITLED: “AN ACT REVISING THE AUDIT FEES
CHARGED TO LOCAL GOVERNMENTS; CREATING A REVOLVING ACCOUNT;
APPROPRIATING MONEY TO THE REVOLVING ACCOUNT; PROVIDING FOR
AUDITS OF LOCAL GOVERNMENTAL ENTITIES EVERY TWO YEARS;
PROYVIDING FOR A PENALTY FOR NONPAYMENT OF BILLS SUBMITTED TO
LOCAL GOVERNMENTS FOR AUDITING; AMENDING SECTIONS 2-7-503,
2-7~5059 2-7T-506y 2-T-516¢ AND 20-9-203s MCA; AND PROVIDING

AN IMMEDIAYE EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 2-7-503+ MCAs is amended to read:
"2-7-503« Annual audits of local governmental

entitieses (1) The department shall audit the affairs of all:

{a) counties;

{b} incorporated cities and towns;

{c) first- and second-class school districts and
third=-class school districts that maintain a thigh school;
and

{d) school district extracurricular fund for pupil

functions;

(e) irrigation districts;
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{f)}) conservancy districts;

{g} fire districts and volunteer fire departments in
unincorporated areass townsy and villages supported by a
mill levy; and

{h) fire departmont relief associationse

{2) €£ach audit shall be made snnueddIy pavery 2 YyYears
and shall cover the Iimmediately preceding 2 fiscal yeeor
years of the governmental entitye

{3} Each annusd audit shall be initiated not later
than 2 2% months from the close of the fiscal year for
which the audit is conductede.

(4) In addition to the anmua} audits required by this
sectiony the department may at any time conduct a special
audit of the affalirs of any governmental entity referred to
in this parte

{5) The fee for the special audit shall be a charge
based upon the costs Iincurred by the department in the
conduct of such special audite The audit fee herein
provided shall be paid by the governmental entity to the

state treasurer and eredited--to-~the--state—genered-fund

departpeni.™
Section 2. Section 2-7-~505y MHCAs is amended to read:
*2-7-505. Audit scope and standards. (1) Each ennuet

audit shall be a comprehensive audit of the affairs of the

~2= IRNTRODUCED BILL
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governmental entitys including comment on the balance sheety
results of operationsy compliance with state statutes and
regulationsy recommendations for improvements and any other
comments deemed pertinent by the auditory including his
expression of opinion as to the adequacy of the fipancial
presentationse

{2} Each such ennue? audit reguired shall be made in
accordance with generally accepted governmental auditing
standardse®

Section 3« Section 2-7-506¢ MCAy is amended to read:

*#2-7-506e. Audit by independent accountant or auditore
{1) In lieu of the smauat audits requiraed of the department,
the department mays with the consent of or at the request of
the respective governmental entitiesy contract out such
enndal audits with a2 public accountant or firm of public
accountants whe are licensed under the laws of Montanae

{2) The department shall establish rules governing the
administration of the contracts between the departmenty the
independent accountantsauditory and the governmental
entities. These rules shall include but not be limited to:

{a} establrshment of c¢riteria for the selection of the
independent accountant/auditor:

{b) contract form and content; and

{c) standards of audit and reporting.®

Section 4. Section 2-7T-516s MCAy is amended to read:

-3-
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u2-T-516« Audit feess (1) The departwent shall charge
audit fees based upon the costs incurred by the department
in the econduct-—of--esch--annual-sudity-execept-as-folicowas
aduinistration of this parts
toy--Fer—-each-annual-sudit—of-~fire-~department—relief
associntionsy--the-departaent-shali-charge-sudit-fees-on—the
basis-of-the-funds~ef-the-assoeiations
tiy-~if-the-fund-is-more--than--$iv080--and-—tess~-then
$5y8668y-the—annuel-sudie~Fee-shali-he-616x
ttiy-Ff——the-fund—+s-from-35y000-to-4$18v860vy-the—-annund
andit-fee-shelt-be-$25v
tHiiy-Ef-the-fund-ts-~-more—-than--$16¢y808y--the--annuead
oudit-fee—sheli-be-$35v
tbhy--For~—~easch——annuel--oudit-~of-—Ffire--districts--and
votunteer—fire——departmentsy-——the--department—-shati--cherge
atudit-—fees-—of-$¥v568-an-hour—for-each-persen-engaged-in-the
auditw
tep--For-ecoch-amual-asudit—of-irrigation-districtar—the
departrent-shati-charge-auvdit-fees-of-$76~~a—~day——Ffor—~ench
person—engaged-in-the-audite
tdy——For——cach-~-annuai--andit-of-conservancy-districtay
the—departaent-shali-charge-audit-fees-cf-479-a-day-for~each
person-engsged-tn-the-audits
{2) A1 audit fees herein provided shall be paid by

the governmental entity to the state treasurer and eredited

-y
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to-the-state—generad-fund deposlied in the revolyving fund. to
the credit of the depacimente

131 _The _departeent may _submit. . a._ bill __to __the
governmental entity .based upon the estimated percentage of
completion of Joy. audite Ihe governmental entity  sust _make
payment within 60 days of receiving a3 billa"

Section S5 Section 20-9-203¢ MCAs is amended to read:

®20~9-203. Examination of district accounting recordse
{1) The accounting records of all first- and second-class
school districts and third-class school districts that
maintain a high school shall be audited eoansueldy--by-~the
departpent-—cf-community-affatrs in accordance with 2-7-503.

{2) Annually and at such other times as directed by
the board of county commissioners or trusteess the county
auditor or the county treasurer if there is no county
audi tor shail audit the accounting records of each
third-class district that does not maintain a high schoocl.
Such district shall deliver all accounfing records to the
auditing county official no later than July 15 for the audit
of the financial activity of the 1last completed school
fiscal vyear. The auditing county official shall examine the
accounting recordsy prepare an audit reports and:

{a) return the accounting records to the district no
tater than August 15;

{b) send a copy of the audit report to the chairman of
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the trustees; and

{c) file copies of the audit report with the county
superintendent and the county clerk and recorder."

NEW_SECIION. Section 6. Penalty. When 2 governmental
entity has failed to make payment as required by 2~15-516
within 60 days of receiving a bill for an audity the
department may issue an order stopping payment of any state
financial aid to the governmental entitye. Upon payment for
the audite all financial! aid that was withheld because of
failure to make payment shall be released and paid to the
governmental entitye

NMEMW_SECIIUN. Section Te Deposit of audit feess All
audit fees received from governmental entities after June
30y 1981+ shall be deposited in the revolving fund to the
credit of the department of [community affairse or if Senate
Bil11 432¢ introduced in the 47th legislatures is passed and
approveds to the credit of the department of administration}
for administration of Title 24 chapter 7y part Se.

Section €. Appropriations There is appropriated
$157+500 from the general fund %0 the department of
community affairs, or if Senate Bill 432+ introduced in the
47th legislatures is passed and approveds to the department
of administration for the purpose of meeting initial costs
associated with the audits of local governmental entities.

Section 9. Codificatione Sections 6 and T are intended

= HEZ3¥
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to be codified as an integral part of Title 2y chapter Te

part Se

Section 10. Effective dates. This act is effective on

passage and approvale

~End-
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Approved by comm,
Oon Appropriations

1 HOUSE BILL NO. _ 838 1 {f) conservancy districts;

2 INTROBUCED BY 2 (g) fire districts and volunteer fire departments &n

3 BY REQUEST OF THE HOUSE APPROPRIATIONS COMMITT 3 unincorporated areasy townse and villages supported by a

4 ' &  mill Yevy: apd

5 A BILL FOR AN ACT ENTIYLED: AN ACT REVISING THE AUDIT FEES 5 th) fire department relief associations.

&6 CHARGED TO LOCAL GOVERNMENTS; CREATING A REVOLVING ACCOUNT: '3 (2) Each audit shall be made snnueddy pyery 2 _vears

T APPROPRIATING MONEY TO THE REVOLYING ACCOUNT; PROVIDING FOR 7 and shall cover the immediately preceding 2 fiscal yeear

8 AUDITS OF LOCAL GOVERNMENTAL ENTITIES EVERY TWO YEARS; 8 years of the governmental entitye.

9 PROVIDING FOR A PENALTY FOR NONPAYMENT OF BILLS SUBMITTED TO 9 (3) Each snanust audit shall be initiated not later
i 3] LOCAL GOVERNMENTS FOR AUDITING; AMENDING SECTIONS 2-7-503s 10 than *2 24 wonths from the close of the fiscal year for
11 2~71-505¢ 2~T-5069 2-T-516¢ AND 20-9-203s MCA; AND PROVIDING 11 which the audit is conducteds
12 AN IMMEDIATE EFFECTIVE DATE." 12 (4} In addition to the amnued audits required by this
13 13 sectiony the department may at any time conduct a special
14 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 14 audit of the affairs of any governmental! entity veferred to
15 Section le« Section 2-7-503s MCAy is amended to read: 15 in this parte
16 ®2-71~503« Annual audits of local governmentat 16 {5} The fee for the special audit shall be a charge
17 entitiese (1) The department shall audit the affairs of all: 17 based upon the costs incurred by the department in the
18 {a) counties; 18 conduct of such special audite The audit fee herein
19 {b) incorporated cities and towns; 19 provided shall be paid by the governmental entity to the
20 (c) first- and second-class school districts and 20 state treasurer and eredited--to-~the--stote-generet-~fund
21 third-class school districts that maintain a high school; . 21 deposited io__the _rewvelving fund to_  tha credit. of the
22 and 22 departoent.®
23 (d} school district extracurricular fund for pupil 23 Section 2. Section 2-T-505y MCAy is amended to read:
24 functionss: 26 #2-7-505« Audit scope and standards; (1) Each annusd
25 {e) irrigation districts; 25 audit shall be a comprehensive audit of the affairs of the
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governmental entitye incliuding comment on the balance sheetey
results of operationss compliance with state statutes and
regulationss recommendations for improvementy and any other
comments deemed pertinent by the auditory including his
expression of opinion as to the adequacy of the financial
presentationse

{2) Each such anneat audit required shall be made in
accordance with generally accepted governmental auditing
standardse®

Section 3« Section 2-7-5069 MCAsy is amended to read:

®2-T-506s Audit by independent accountant or auditore.
(1) In lieu of the ennual audits required of the departments
the department mays with the consent of or at the request of
the respective governmental entitiese contract out such
ennvad audits with a public accountant or firm of public
accountants who are licensed under the laws of Montanae.

(2) The department shall establish rules governing the
administration of the contracts between the departments the
independent accountantsauditory and the governmental
entitiese These rules shall include but not be limited tos

{a) establiishment of criteria for the selection of the
independent accountant/auditor;

{b) contract form and content;i and

{c) standards of audit and repeorting."

Section 4« Section 2-T=516y MCAy is amended to read:

-3 -
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m2-T-516s Audit feess (1) The department shall charge
audit fees based upon the costs incurred by the department
in the eenduct-—of-—sach-——annuai—aundity-except-ns-fottowss
admipistratjoo of this Qarts

tay--Fer-each-annuai-audit—of--fire——department——retief
associationsy-—the-departaent—sheti-cherge-audit-fees-on—the
basis—-of-the-funds—-of-the-assoeiationt

t#y-—-$f-the-fund-+a-mere——than--4$iv088--and-~tess—-then
$5vy888y-the~-onnuel-eudit-fee-shalt-be-$18s

titr-if~~the-fund-+s—from-959006-to-$10v0€0vy—the-annual
sudit—fee-shati-be-$25v

t+ -2 F-the-fund-+s~—more——then--$10+808y-—the—eannual
oudit-fee-sheli-be-$35¢

toy-~For-—each-—ennuel——andit-——ef——fire--districts--and
velunteer—fire-—departaentsy—the-—depertment—-shali-—chearge
sudit--fees——of-$TvSo-an-hour—fer-each-persen-engaged-in-the
audite

tey~-~For—each—annual-oudit—of-trrigation-districtsy—the
department-shetli-charge-avdit-fees—of-$F78-~a-~day——for—-each
person—engeged-—in-the-sudity

{tdi--For--each~-annual—-eudit-of-conservancy-districtsy
the-departaent-shati-cherge-sudit-fees-of-$78-a-day-for-eech
person-engaged-in-the-audits

(2) Al1 audit fees herein provided shall be paid by

the governmental entity to the state treasurer and eredited

-#—
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to-the-state—generat-fund deposited ja the revglving fund to

payment within 6C days of receiving a billa®

Section 5« Section 20-9-203¢ MCAy is amended to read:

"20-9-203, Examination of district accounting recordse
{1} The accounting records of all first- and second-class
schaol districts and third-class school districts that
maintain 3 high school shall be audited anaselty--by-=the
department-—of-commuenity-affetres in accordance with 2-7-503.

{2) Annualily and at such other times as directed by
the bpoard of county commissioners or trusteess the county
auditor or the county treasurer if there is no county
auditor shall audit the accounting records of each
third-class district that does not maintain a high schoole.
Such district shall dellver all accounting records to the
auditing county official no later than July 15 for the audit
of the financial activity of the 1last completed school
fiscal vyeare. The auditing county official shall examine the
accounting recordsy prepare an audit reports and:

{a} return the accounting records to the district no
later than August 15;

{(b) send a copy of the audit repert to the chairman of
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the trustees; and

(c) file copies of the audit report with the county
superintendent and the county clerk and recorder."

MEM_SECIIONs Section 6. Penaltye When a governmental
entity has failed to make payment as reguired by 2-15-516
within 60 days of vreceiving a bill for an audits the
department wmay issue an order stopping payment of any state
financial aid to the governmental entity. Upon payment for
the audity all financial aid that was withheld because of
failure to make payment shall be released and paid to the
governmental entitye

BEH_SECYION. Section 7« Deposit of audit feess All
audit fees received from governmental entities after June
30y 1981y shall be deposited in the revolving fund to the
credit of the department of [community &ffairse or if Senate
Bill 432+ Introduced in the 47th leqislatures is passed and
approveds to the credit of the department of administration]
for administration of Title 24 chapter Ty part S.

Section 8« Appropriatione There is appropriated
$157+500 from the general fund to the department of
community affairse or if Senate Bill 432+ introduced in the
47th Jegislaturey is passed and approvedy to the department
of administration for the purpose of meeting initial costs
associated with the audits of l1ocal governmental entitiese

Section 9. Codificationes Sections 6 and 7 are intended

-f=
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to be codified as an integral part of Title 24 chapter Ty
part Se

Section 10. Effective date. This act is effective on
passage and approvale

-End-
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HOUSE BILL NO. _838

)ﬁ§§11467 erzz,

INTRODUCED BY

el Fl 4%2;&?)yz¢gg4;fu<r
4
BY REQUESYT OF THE HOUSE APPROPRIATIONS COMMITT

A BILL FOR AN ACT ENTITLED: ™AN ACT REVISING THE AUDIT FEES
CHARGED TO LOCAL GOVERNMENTS; CREATING A REVOLVING ACCOUNT;
APPROPRIATING MONEY TO THE REVOLVING ACCOUNT; PROVIDING FOR
AUDITS OF L10CAL GOVERNMENTAL ENTITIES EVERY TWO YEARS;
PROVIDING FOR A PENALTY FOR NONPAYMENT OF BILLS SUBMITTED TO
LOCAL GOVERNMENTS FOR AUDITING; AMENDING SECTIONS Z-7-503s
2-7~5059 2~7-506¢ 2-T-516¢ AND 20~9-203s HCA# AND PROVIDING

AN IMMEDIATE EFFECTIVE DAYE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 2-7-503s MCAs is amended to read:
®2-71~-503« Annuai audits of local governmental

entitiese (1} The department shall audit the affairs of all:

{a) counties;

(b} incorporated cities and towns;

{c) first- and second-class school districts and
third-cliass school districts that maintain & high school;
ond

(d} school district extracurricular fund for pupil
functions;

{e) irrigation districts;
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{f) conservancy districts;

(gy fire districts and volunteer fire departments in
unincorporated areasy townse and villages supported by a
mill levy; and

{h) fire department relief associations.

{2) Each audit shall be made snnualdy euecy 2 _Y¥EALS
and shall cover the immediately preceding 2 fiscal yeer
years of the governmental entitye

{3} Each snnue} audit shall be initiated not later
than #2 24 wmonths from the close of the fiscal year for
which the audit is conducted.

(4) 1In addition to the ennue} audits required by this
sectiony the department may at any time conduct a special
audit of the affairs of any governmental entity referred to
in this parte

{5) The fee for the special audit shall be a charge
based upon the costs incurred by the department in the
conduct of such special audite The audit fee herein
provided shall be paid by the governmental entity to the
state treasurer and eredited--to-—-the-—state-generat-fund
deposited Jo _the rewolwing  fuod . to. the _credit _af the
depariment.”

Section 2. Section 2-7-505s HMCAes is amended to read:

#2-7-50%. Audit scope and standards. (1) Each annuat

audit shall bpe a comprehensive audit of the affairs of the

-2~ THIRD READING

HB§2d



oo W

[

10
11
12
13
14
15
16
17
18
19
23
21
22
23
24

25

LC 1497/01

governmental entitye including comment on the balance sheets
results of operationss compliance with state statutes and
regulationss recommendations for improvementy and any other
comments deemed pertinent by the auditory including his
expression of opinion as to the adequacy of the financial
presentations.

{2) Each such eonnua?} audit required shall be made in
accordance with generally accepted governmental auditing
standardse”

Section 3. Section 2-7T-506s MCAy is amended to read:

"2~-T-506+ Audit by independent accountant or auditore
(1) In lieu of the annued audits required of the department,
the department mays with the consent of or at the request of
the respective governmental entitiesy contract out such
annea¥ audits with a public accountant or firm of public
accountants who are licensed under the laws of Montanae

{2) The department shall establish rules governing the
administration of the contracts between the departments the
independent accountantsauditorse and the governmental
entities,. These rules shall include but not be timited to:

(a). establishment of criteria for the selection of the
independant accountant/augitor;

{b) contract forn'and content; and

{c) standards of audit and reporting.™

Section 4« Section 2-7T-516y MCAs is amended to read:

-3-
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w2~T-516s Audit feess {1} The department shall charge
audit fees based upon the costs incurreu by the department
in the econduct--of--szach-~annunti-andity-except-na-fottowss
aduministration .of this paris

+ay--For-each-annual-asudit-ef-—fire——department——retief
associntionsy——the-department-shati-cherge—audit-fees-on-the
basia~of-the-funde—of-the-associationt

t¥y-—if-the-fund—-is-more--than--$ty868-~and-—tess—~then
45y868y-the-emmuel-sudit-fee—-shalI-be~-$16s

fii1—if—-the—Fﬁné-is-fro-;95veee-to-itevaeev—the—ennuai
asudit-fee-shotd-be-$25v

t+iiy-Ef-the-fund-i3-~more~—than—--$18+y8068y—-the--annund
sudic-fee—-shetd-be-$35v

1o y-~For-——ecach--anntuni--andrt—of--fire-—distriets——andg
votunteer-fire-—departmentsy-——the-—department-~-shalti--charge
audit-~fees—of-4Fv50-an—hodr-fer-cach-persen—engaged-in-the
audity

tey~—~For-cach-annual-sudit-of-irrigetion-districtsy-the
depoertment-shati-charge-sudit-fees—of-$F8--a--day-—for—-each
person-enqeged~in-the-audite

tdy—~For——cach——onnuvei--eundit-of-conservancy-districtsy
the-department-shaii-charge-oudit-fees-ef-5$36-a-day-for-each
persen—engaged-in-the—audies

{2) A1l audit fees herein provided shall be paid by

the governmental entity to the state treasurer and eredéted
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*to-the-state-generat—fond ngpgsltgd_in_ihg_;gxnlxing_ﬁunn_tn
the credit of the departmente

12) _Tbe _department .may submit__ a__ bill 1o __the
governmental _eotity based upon the sstimated percentage of
completion of aoy. audiks The goveromental eptity gust  make
PRayment within 60 days of receiving a billa.*

Section 5S¢ Section 20-9-203s MCAy is amended to read:

*20-9-203. Examination of district accounting recordse
{i} The accounting records of atl first- and second-class
school districts and third-class school districts that
maintain a high school shall be audited annualtiy-—-by--the
denartment--of-communtty-affeirs in accordance with 2-T7~503,

{2} Annually and at such other times as directed by
the ooard of county commissioners or trusteess the county
auditor or the county treasurer {if there is no county
auditor shall audit the accounting records of each
third-class district that does not maintain a high schoole.
Such district shall deliver all accounting records to the
auditing county official no later than July 15 for the audit
of the financial activity of the 1last completed school
fiscal vyears The auditing county official shall examine the
accounting recordse prepare an audit reaporte and:

{2) return the accounting records to the district no
later than August 153

{b) send a copy of the audit report to the chairman of

-

LU I

[

1o
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 1497701

the trustees; and

{c) file copies of the audit report with the county
superintendent and the county clerk and recorder.”

MEW SECTIQNe Section 6. Penaltye When a governmental
entity has failed to make payment as required by 2-15-516
within 60 days of receiving a bill for an audite the
department wmay issue an order stopping pa*lent of any state
financial aid to the governmentait entitye. Upon payment for
the audits all financial aid that was withheld because of
failure to make payment shall be released and paid to the
governmental entitye

NEM_SECTIONs Section 7e Deposit of audit feess All
audit fees received from governmental entities after June
30y 198ly shall be deposited in the revolving fund to the
credit of the department of [community affairse or if Senate
Bill 432¢ introduced in the 47th legislaturey is passed and
approveds to the credit of the department of administration]
for administration of Title 2y chapter Ty part 5.

Section B8« Appropriations Yhere is appropriated
$157+500 from the general fund to the department of
community affairse or if Senate Bill 432+ introduced in the
47th legislatures is passed and approvedy to the d;partment
of administration for the purpose of meeting initial costs
associated with the audits of local governmental entities.

Section 9. Cogificatione Sections 6 and T are intendec

-6~
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to be codified as an integral part of Titie 2y chapter 7o
part Se

Section 10. Effective datee This act is effective on
passage and approvale

~End-~
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HOUSE 8ILL NO. 838
INTRODUCED BY LUNDy COMMITTEE ON APPROPRIATIONS

BY REQUEST OF THE HOUSE APPROPRIATIONS COMMITTEE

A BELL FOR AN ACT ENYITLED: ™aN ACT REVISING THE AUDIT FEES
CHARGED TO LOCAL GOVERNMENTS; CREATING A REVOLVING ACCOUNT;
APPROPRIATING MONEY TU THE REVOLVING ACCOUNT; PROVIUING FOR
AUDITS OF LOCAL GOVERNMENTAL ENTITIES EVERY 2 YEARS;
PROVIDING FOR A PENALTY FOR NONPAYMENT OF BILLS SUBMITTED TO
LOCAL  GOVERNMENTS FOR AUDITENG; AMENDING SECTIONS £-7-~503,
2-7-505y 2-1-506s 2-7-5146+ AND 20-9-203. MCA; AND PROVIDIANG

aN [MMEDIATE EFFECTEVE DATE."™

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 2-7-503s MCAs i5 amended to read:
"2-7-503. Annual audits of local governmental

entitiase {1) The department shall audit the affairs of all:
fa) <counties;

{hi} incorporated cities and towns;

fc) First- and second-class school districts angd
third-class school districts that maintain a bhigh school;
and

(d} scnool district extracurricular fund Ffor pupil
functions;

(e} irrigation districts;

10
11
12
13
14
s
16
17
18
19
20
21
22
23
24

25

HB 0838/02

{f) conservancy districts;

{g) fire districts and volunteer fire departments in
unincorporated areass townses and wvillages supported by a
mill levy; and

{h) Fire department relief associationse.

{2) Each audit shall be made eannuatty every 2 years
and shall cover the immediately preceding 2 fiscal year

years of the governmental! entitys UNLESS ANNUAL _AUDITS _ARE

REQUESTED _BY _THE GOVERNMENTAL ENTITY.

t3) Each waemual audit shall be Initiated not later
than 42 24 months from the close of the fiscal year for
which the audit is conductede

(%) In addition to the enmeed audits required by this
sections the department may at any time conduct a special
audit of the affairs of any governmental entity referred to
in this paerte

(5) The fee for the special audit shall be a8 charge
basea wuwpon the costs incurred by the department in the
conduct of such special audite. The audit fee herein
provided shall be paid by the governmental entity to the
state treasurer and eredited-——-to—the--state—generat--fund

deposited in__the revolving _fund to _the credit of_the

department.”
Saction 2. Section 2-7-505s MCAy is amended to read:

"Z2-7-505. Audit scope and standardse. (1) Each annoca?

~2- HB 8338
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audit shall be a comprehensive audit of the affairs of the
governmental entitys including comment on the balance sheets
results of operationss compliance with state statutes and
regul ationss recommendations for improvements and any other
comments deemed pertinent by the auditors including his
expression of opinion as to the adequacy of the financial
presentations.

[2) FEach such amnuet audit required shall be made in
accordance with generally accepted governmental auditing
standardsae"

Section 3. Section 2-7-506s MCAs is amended to read:

*#2-7-506. Audit by independent accountant or auditore.
(1} In tieu of the ammuat audits required of the departments
the department mays with the consent of or at the request of
the respective governmental entitiess contract out such
annuat  audits with a public accountant or firm of public
accountants who are licensed under the laws of Montanae

(2} The department shall establish rules governing the
administration of the contracts betweaa. tha:departments the
independent accountant/auvditors and the governmental
entitiess These rules shall inclu&eﬁbut not ba limited to:

« {@&) establishment of criterga far- .t selection of the
independent accountant/auditor; :

{b) contract form and content; and

{c}) standards of audit and reportinge”

-3~ HB 838
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Section 4. Section 2-7-516+ MCAs is amended to read:
*2-7-516. Audit Fees. (1) The department shall charge
audit fees based upon the costs incurred by the department
in the econduct-of-sach-—annuel-—sudity-—except—-as-—fottowst

administration of this parte

tay--For-—eaeh--annual--audit-of-fire-department-rettef
associstionsv-the-department-shalti-charge-audit-fees-on-—the
basre-of-the-funds-of -the-associations
tit}——1f—the—fund-—ts——-mrore——~than-$1y808-and-tess-than
$5v088y-the-annual-audit—fee-shoit-be-5i6s
tity-iF-the-fund-is—Ffrom-$5v8800-to-$10v068v-the-—annust
sudit—fee-shati-be—$25»
tiitty-Ef—the-—fund--ts--more--than-$16vy8868v-the-unnuet
audit-fee-shali-be-4$35a
tht-—For—easch——anmnual——sodit——of——fire——districts-—and
vetunteer-—fire——departmentsy--the--deparement--shatt-charge
avdit—fees—of-—5F+50-an—hour—for-each-person—engaged-—-tn——the
audity
fte3-~For-ecach-annuat-andit-ef-trrigatioen-districtay-the
department--shati--eharge-—asudit--fees-of-$F0-a-day-for-each
person—engaged-tn—the-sudits
{td)——For-ecach-annuat-asudit-—of -—conservancy-—districtsy
the-department-shali-charge-asudtt-fees-of-$70-a-day-for-each
person-engaged-in-the-audtts

{2} All audit fees herein provided shall be paid by

~dp=- HB B348
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the governmental entity to the state treasurer and credtted

to-the-state-generat—Ffund deposited_in the revolving fund to

the credit of the department.

{3} _The_ _department may submit a__biltl_ to_ _the

governmental _entity based upon the estimated percentage _of

completion of _any audite The governsmental entity must make

payment within 60 _days of receiving a bill."™

Section 5. Section 20-9-203s MCAy is amended to read:

®20-9-203. Examination of district accounting recordse.
{1} The accounting records of all first- and second-ctlass
schoaol districts and third-class school districts that
maintain a high school shall be audited annuveliy-oy-the
department—of-communtty—affatrs in accordance with 2-7-503.

{2) Annually and at such other times as directed by
the board of county commissioners or trusteess the county
auditor or the county treasurer if there s no county
audi tor shall audit the accounting records of each
third-class district that does not maintain a high school.
Such district shall deliver all accounting records to the
auditing county official no tater than July 15 for the audit
of the financial activity of the last completed schoo!?
fiscal year. The auditing county official shall examine the
accounting recordss prepare an audit reporte and:

{a} r=turn the Jaccounting records to the district no

later than August 15;

~5= H3 838
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{b)} send a copy of the audit regort to the chairman of
the trustees; and

{c} file copies of the audit report with the county
superintendent and the county clerk and recordera.”

NEW_SECTION. Section 6« Penalty. When a governmentat
entity has failed to make payment as reguired by 2-15-516
within 60 days of receiving a bill For an audits the
department may issue an order stopping payment of any state
financial aid to the governmental entity. Upon payment for
the audite alt financial aid that was withheld because of
failure to wmake payment shall be released and paid to the
governmental entity.

NEW_SECTIONs Section Te Deposit of audit fecs. A}
audit fees received from governmental entities after June
30e 1981+ shall be deposited in the revolving fund to the
credit of the department of [community affairsy or if Senate
Bill 432y tntroduced in the 47th legislatures s passed and
approveds to the credit of the department of administration]
for administration of Title 2, chapter 7y part 5e

Section 8. Appropriations There is appropriated
$157+500 from the general Ffund to the department of
community affairss or if Senate Bill 432, introduced in the
47th Jleqislatures is passed and approveds to the degartment
of administration for the purpose of meeting initial costs

associated with the audits of local governmental entities.

—6- H5 838
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Section 9. {odificatione Sections 6 and 7 are intended
to be codified as an inteqral part of Title 2+ chapter T«
part 5.

Section 10. Effective date. This act is effective on
passage and approvatl.

-End-
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April 10, 1981

SENATE STANDING COMMITTEE REPORT
(Finance and Claims)

That House Bill No. 838 be amended as follows:

1. Page 2, line 8.

Following: "entity"

Insert: ", unless annual audits are ra2quested by the governmental
entity "



