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~E BILL NO. ~ 

INTRODUCED BY ~C~--~~~-c 
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; 

PROVIDING FOR A PENALTY FOR NONPAYMENT OF BILLS SUBMITTED TO 

LOCAL GOVERNMENTS FOR AUDITING; AHENDIKG SECTIONS 2-7-503, 

2-7-505, 2-7-506, 2-7-516, AND 20-9-203, HCA; AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE.• 

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

Section 1. Section 2-7-S03t HCAt is amended to read: 

•z-7-5D3. Annual audits of local goverm11enta 1 

entities. (1) The departaent shall audit the affairs of all: 

(a) counties; 

(b} incorporated cities and towns; 

(ct first- and second-class school districts and 

third-class school districts that maintain a high school; 

et'!tl 

(dt school district extracurricular fund for pupil 

functions; 

(e) irrigation districts; 
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LC 111·97/01 

(fJ conservancy districts; 

{g) fire districts and volunteer fire departaents In 

unincorporated areas, towns, and villages supported by a 

alll levy; 4Dd 

(h) fire depar~ent relief associations. 

(2) Each audit shall be made annes+., eyerr z rears 

and shall cover the 1.-edlately preceding z fiscal yee• 

~a of the governaental entity. 

(3) Each enneet audit shall be initiated not later 

than ~ ~ .onths froa the close of the fiscal year for 

which the audit Is conducted. 

(It) In addition to the aftftee~ audits required by this 

section, the department aay at any tiae conduct a special 

audit of the affairs of any govern.ental entity referred to 

In this part. 

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

based upon the costs incurred by the departaent In the 

conduct of such special audit. The audit fee herein 

provided shall be paid by the governaental entity to the 

state treasurer and ered+ted--te--the--stete-~fte•e+-fuftd 

deposited lp the reyolviog fupd to the credit gf the 

dellatlmen.t. • 

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

•z-7-505. Audit scope and standards. (1) Each eftnae+ 

audit shall be a coaprehensive audit of the affairs of the 
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governmental entity, including co-.ent on the balance sheet, 

results of operations, co•pllance with state statutes and 

regulations, reco .. endations for iaprovement 9 and any other 

co .. ents dee.ed pertinent by the auditor, Including his 

expression of opinion as to the adequacy of the financial 

presentations. 

(2J Each such Bftftaet audit required shall be •ade in 

accordance with generally accepted govern.antal auditing 

standards.• 

Section 3• Section 2-7-506, MCA, Is a.ended to read: 

•2-7-506. Audit by independent accountant or auditor. 

{1) In lieu of the~ audits required of the department 9 

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

the respective governmental entities, contract out such 

enftae~ audits with a public accountant or firm of public 

accountants who are licensed under the laws of Montana. 

(2) The depart.ant shall establish rules governing the 

adelnistratfon 

Independent 

of the contracts between the department, the 

accountanttaudltor, and the governmental 

entities. These rules shall Include but not be limited to: 

(a) establtsh.ant of criteria for the selection of the 

Independent accountant/auditor; 

{b) contract fore and content; and 

(c) standards of audit and reporting.• 

Section It• Section 2-7-516, HCA, is a•ended to read: 

-3-
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•2-7-516· Audit fees. (1) The depart•ent shall charge 

audit fees based upon the costs Incurred by the department 

in the eeftda~--of--eeeh--eftftae~-ea&f~y-eweep~-es-fo~•ow•• 

aDmlnistcation gf this oart• 

tet--For-eaeh-eftftaet-~-ef--f+Pe--deper~ee~--•e++ef 

essee+et+ofts.-~-deper~~she~-eher~e-ead+t-fees-on~fte 

earis-of-t:he-fands-ef--ttte-assoe+ei:+on• 

t+t--~~~nd-+a-eo.e--~hen--•~eee--end--~~s--then 

•§y8&ey-~-ennaet-aa~-¥ee-sh ... -be-•~• 

t++t-'ff--1:M-faftd-+s-frott-Hy888-~e-•HI,.eee.-the-eft-e+ 

oad+~-¥ee-sha~• he-~ 

t+++t-'1¥-~-~uftd-+s--eore--~heft--•~e.eee.--the--en~e+ 

ead+t:-fee-shet+-ee-*95• 

tet--Fo~--eeeh--eftftae+--ead+t:--ef--f+re--d+s~+et:s--aftd 

wo+aftteer-f+re--depert:ee~sy--~he--dep~.ant:--sh~+--eha.ge 

ead+t:--fee,--of-•f•58-en-hoa¥-for-eeeh-person-en~ged-+n-t:he 

ead+tw 

tet--For-eeeh-ennae~-eud+~-of-+~r+~et:+en-d+~~sy-t:he 

depert:.en~-,he+t-eherge-aad+~-fees-of-*f8--e--day--fer--eeeh 

persen~ed-+ft-t:he-ead+u 

td~---eeen---aet--ead+t-ef-eeftser-ney-e+nri~Sy 

t:he-depeP~t:-she+\-e~-ead+t:-fees-o~e-e-dey-fop-eeeh 

person-en~e~ed +n t:he-ead~ 

(2} All audlt fees herein provided shall be paid by 

the govern .. ntal entity to the state treasurer and ered+t:ed 

-4-
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~o-~he~e~e-~enera+-~d deposited jo the rexglx!ng fund tp 

tbe credlt_gf the depart-ant• 

111--Jhe depart•eot may sub•lt a bill tg___tbe 

govern.aotal entity based ypgn tbe estleated percentage of 

completl2Q_of any audit• Ibe goyero•cotal entity •ust ma5e 

~biD 60 days gf receiyjog a b!JJ.• 

Section 5. Section 20-9-203, MCA, is aaended to read: 

•20-9-203. Exa•lnation of district accounting records. 

(1) The accounting records of all first- and second-class 

school districts and third-class school districts that 

•aintain a high school shall be audited enftWe+ty--by-~he 

de~sr~ae~--of-~n+~y-e~+e+r~ in accordance ~ith 2-7-503. 

(2) Annually and at such other tiaes as directed by 

the board of county co.aissioners or trustees, the county 

auditor or tne county treasurer if there is no county 

auditor shall audit the accounting records of each 

third-class district that does not •aintain a high school. 

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 last co.pleted school 

fiscal year. The auditing county official shall examine the 

accounting records, prepare an audit report, and: 

(a) return the accounting records to the district no 

later 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.• 

f:IEIII! SECTION. 

entity has failed 

within 60 days of 

Section 6. Penalty. When a governaental 

to aake pay•ent as required by 2-15-516 

receiving a bill for an audit, the 

department •ay issue an order stopping payaent of any state 

financial aid to the governmental entity. Upon payment for 

the audit, all financial aid that was ~ithheld because of 

failure to •ake payment shall be released and paid to the 

governmental entity. 

KfW-S~tiiDUa Section 1. Deposit of audit fees. All 

audit tees received from governmental entities after June 

30, 1981, shall be deposited in the revolving fund to the 

credit of the depart•ent of [co.-unity affairs, or If Senate 

Bill 432, Introduced in the 47th legislature, is passed and 

approved, to the credit of the department of adalnlstration] 

for administration of Title z, chapter 7• part 5. 

Section 8. Appropriation. There is appropriated 

Sl57t500 from the general fund to the departaent of 

community affairs, or If Senate Bill ~32• Introduced in the 

47th legislature, Is passed and approved, to the department 

of administration for the purpose of meeting Initial costs 

associated ~ith the audits of local governaental entities. 

Section 9. Codification. Sections 6 and 1 are Intended 

-6- HT3 2r38' 
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1 to be codified as an Integral part of Title 2• chapter 7• 

2 part 5. 

3 Section 10. Effective date. This act Is effective on 

4 passage and approval. 

-End-
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Approved by comm. 
on Appropriations 

BffimE BILL NO. _jg§__ 

INTRODUCED BY ~s(? C~ .-t ~ 
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; 

PROVIDING FOR A PENALTY FOR NONPAYMENT OF BILLS SUBMITTED TO 

LOCAL GOVERNMENTS FOR AUDITING; AMENDING SECTIONS 2-7-503t 

2-7-505 9 2-7-506 0 2-7-5160 AND 20-9-203, HCA; AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE.• 

BE IT ENACTED BY THE lEGISLATURE OF THE STATE Of MONTANA: 

Section 1. Section 2-7-503t MCAt is amended to read: 

•2-7-503. Annual audits of local govern .. ntal 

entities. (1) The departaent 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 high school; 

anti 

(d) school district extracurricular fund for pupil 

functions; 

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

(g) fire districts and volunteer fire depart.ents In 

unincorporated areas, towns, and villages supported by a 

•111 levy; ADd 

(h) fire depart•ent relief associations. 

(2) Each audit shall be •ade enna ... y eyer¥ 2 ¥ears 

and shall cover the 1-.ediately preceding ~ fiscal yeep 

~s of the govern .. ntal entity. 

(3) Each ~e+ audit shall be Initiated not later 

than .e Z! .anths fro. the close of the fiscal year for 

which the audit is conducted. 

(It) In addition to the aftfta8+ audits required by this 

section, the depart .. nt •ay at any ti .. conduct a special 

audit of the affairs of any govern.ental entity referred to 

In this part. 

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

based upon the costs incurred by the depart•ent in the 

conduct of such special audit. The audit fee herein 

provided shall be paid by the govern .. ntal entity to the 

state treasurer and e~+~--~~e-_,.~geft&Pe+-~ 

deposited lo the rayply!og fund to the cr.dit gf tbe 

depart•ent..• 

Section z. Section 1-7-505, MCAt is aaended to read: 

•2-7-505. Audit scope and standards. (1) Each ennae+ 

audit shall be a comprehensive audit of the affairs of the 

-2-
S E C 0 N D R E A D I N G 
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governmental entity, including co•.ent on the balance sheet, 

results of operations, compliance with state statutes and 

regulations, reco .. endations for iaproveaento and any other 

co .. ents deeaed pertinent by the auditor, Including his 

expression of opinion as to the adequacy of the financial 

presentations. 

(2) Each such ennee+ audit required shall be •ade in 

accordance with generally accepted governaental auditing 

standards.• 

Section 3. Section 2-7-506t MCAt is a•ended to read: 

•2-7-506. Audit by independent accountant or auditor. 

(1) In lieu of the BftftVa+ audits required of the departaent, 

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

the respective governmental entities, contract out such 

ennwe+ 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 shall include but not be limited to: 

(a) establishment of criteria for the selection of the 

independent accountant/auditor; 

(b) contract form and content; and 

(c) standards of audit and reporting.• 

Section "• Section 2-7-516, HCAt is amended to read: 

-3-
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•2-7-516. Audit fees. (1) The department shall charge 

audit fees based upon the costs incurred by the department 

in the eenea~--e~--eeen--enn~+-ea~f~y-exee~~-es-fe++ews• 

admjnistratign of tbls part. 

tet--Fep-eeeh-annae+-eee+•-ef--f+~--depert:.ent:--re++e+ 

H-e+a~onsy-~-tfe!!IOP._M-sho++-ehOP4Je-ead+~-fees-en~he 

boris-o~t:he-fands-of~e--~fon* 

t+t--f+-•he-fand-fs-mope--t:hon--S~T8&8--end--+ess--t:hen 

•STeeey-~-ennae+-oad+t:-~5ft~-be-•~• 

t++t-~f--t:he-~and-fs-fpom-*STS88-t:o-~T8&8T-t:he-enftae+ 

-d+t:-~--sm.H-H-~ 

t+++t~~-~and-+s--.ope--~eft--.~eyeeey-~e--enn~e+ 

-d+t:-fee-s~-M§• 

tbt--For--eeeh--ennao+--ead+~--~--pfpe--d+~+e~--ene 

•efaftt:eer-f+re-~epert:aent:sy--t:he--d~ert:ment:--sha++--eher9e 

-d+t:--~ees--e~-•~•§8-en-ho~-~er-eaeh-~ersen-eft4JO~d-+n-~~ 

eadft:. 

tet--FoP-eeeh-ennae+-aad+t:-of-+P~4J8t:+on-d+st:P+~s.-t:he 

depePt:.ent:-sho++-eheP~-e~+~-~ees-of-•~e--a--~y--fep--eeeh 

pepeen-~etf-tft-t:he--ti+t:. 

fdt--F..--eeeh--ennae+--ead+t:-ef-eonseP¥Bney-e+~Pfet:sy 

~he-deper~~-~t+-eho~~~-fees-ef-.~9-a-~ey-~r-eeeh 

person-en~e4)ed-+n-t:he-ead+t:. 

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

the govern•ental entity to the state treasurer and ePed+t:e~ 

-4-
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~e-~he-s~~e-qenera+-feftd deposited jo tbe re~lying fund to 

~Ladlt_of tbe depart•ent• 

L3l--Ibe departwent may sub•it a bill___ta___tbe 

governmental entity based upon tbe estiaated percentage gf 

completion of aoy audjt. Ibe goveroRQBtal entity aust make 

~m~~bjn 60 days of recgjyjog a bjlJ.• 

Section 5. Section 20-9-2039 MCAo is amended to read: 

•zo-9-203. Examination of district accounting records. 

(1) The accountinq records of all first- and second-class 

school districts and third-class school districts that 

maintain a high school shall be audited eftftWe++y--ey-~he 

depar~~--ef-eo.•eft+~a~fe+rs in accordance with 2-7-503. 

(2) Annually and at such other ~imes as directed by 

the board of county co .. issioners or trustees, 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 aaintain a high school. 

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 last completed school 

fiscal year. The auditing county official shall examine the 

accounting records• prepare an audit report, and: 

(a) return the accounting records to the district no 

later than August 15; 

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

-s-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12: 

13 

llt 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Zit 

25 

LC H97/0l 

the trustees; and 

(c) file copies of the audit report with the county 

superintendent and the county clerk and recorder.• 

NEW SECIIONa Section 6. Penalty. When a governmental 

entity has failed to make payment as required by 2-15-516 

within 60 days of receiving a bill for an auditt the 

department aay issue an order stopping pay•ent of any state 

financial aid to the governmental entity. Upon pay•ent for 

the auditt all financial aid that was withheld because of 

failure to make payment shall be released and paid to the 

governmental entity. 

~~tiiDHa Section 7. Deposit of audit fees. All 

audit fees received from governmental entities after ~une 

30, 1981• shall be deposited in the revolving fund to the 

credit of the department of [co-.unity affairs, or if Senate 

Bill lt32t Introduced in the lt7th legislature• is passed and 

approved, to the credit of the department of administration] 

for administration of Title z, chapter 7, part s. 
Section 8. Appropriation. There is appropriated 

$157t500 from the general fund to the depart .. nt of 

community affairs. or If Senate Bill •32• Introduced In the 

lt7th legislature, Is passed and approved9 to the depart.ant 

of administration for the purpose of meeting initial costs 

associated with the audits of local governmental entitles. 

Section 9. Codification. Sections 6 and 7 are Intended 

-6-
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1 to be codified as an integral part of Title Zt chapter lt 

2 part 5. 

3 Section 10. Effective date. This act is effective on 

~ passage and approval. 

-End-

-1-
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~ INTRODUCED BY ..-rv-<2 cJz4~~ d'-71 ~Lft/1.;(-(L,.:{_....<z_ 

BY REQUEST OF THE HOUSE APPROPRIATIONS COMMIT~~ 

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; 

PROVIDING FOR A PENALTY FOR NONPAYMENT OF BILLS SUBMITTED TO 

LOCAL GOVERNMENTS FOR AUDITING; AMENDING SECTIONS 2-7-503• 

Z-7-505, 2-7-506• 2-7-516, AND 20-9-203t MCA; AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE.• 

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

Section 1. Section 2-7-5D3o MCA, is a.anded to read: 

•2-7-503. Annual audits of local govern-ntal 

entities. (lt The depart~nt shall audit the affairs of all: 

(a) counties; 

(b) incorporated cities and to~ns; 

(c) first- and second-class school districts and 

third-class school districts that •alntain a high school; 

t!lftd 

(d) school district extracurricular fund for pupil 

functions; 

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

(g) fire districts and volunteer fire depart.ents in 

unincorporated areas, to~s, and villages supported by a 

Mill levy; 4Dd 

ChJ fire depart.ant relief associations. 

(2) Each audit shall be •ade anna&+~ ever¥ 2 ¥ears 

and shall cover the i.-ediately preceding z fiscal yeeP 

¥~ of the governmental entitY• 

(3) Each ~et audit shall be Initiated not later 

than ~ ~ .anths from the close of the fiscal year for 

~hlch the audit is conducted. 

C4) In addition to the Sftfta8+ audits required by this 

section, the depart.ant •ay at any ti.a conduct a special 

audit of the affairs of any govern-ental entity referred to 

In this part. 

{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 audit. The audit fee herein 

provided shall be paid by the governmental entity to the 

state treasurer and ered+ted--~--the-~~~efte.a~~ftd 

depgsjted ln the revoly!ng fund to the credit of the 

department.• 

Section z. Section 2-7-505 9 MCA, is amended to read: 

•2-7-505. Audit scope and standards. (l) Each eftftae+ 

audit shall be a comprehensive audit of the affairs of the 

-2- T H I R D R E A D I N G 
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governmental entity, including co•.ant on the balance sheet, 

results of operations, COMpliance with state statutes and 

regulations, reco .. endations for improve•ent, and any other 

con.ents deemed pertinent by the auditor, including his 

expression of opinion as to the adequacy of the financial 

presentations. 

(2• Each such enftae+ audit required shall be made In 

accordance with generally accepted governmental auditing 

standards.• 

Section 3• Section 2-7-5D6t HCA 9 is amended to read; 

•2-7-506. Audit by independent accountant or auditor. 

(1) In lieu of the annae+ audits required of the department, 

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

the respective governmental entities, contract out such 

ennwe~ 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 shall Include but not be limited to: 

(al. establis~nt of c~teria for the selection of the 

independent accountant;au4itor; 

(b» contract forM and content; and 

(c) standards of audit and reporting.• 

Section It• Section 2-7-516t MCAt is amended to read: 
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•2-7-516. AUdit fees. (lt The deodrtment shall charge 

audit fees based upon the costs incurreu by the department 

in the eo~Ke~--o•--eeeh--ennKe+-ea~~~Y-@We@~~-e~-~o++ow~• 

admi~~JQD of this Da£t& 

tet--F&r-eeeh-eftftKe+-eed+~-e~--~+~--deper~.en•--re+ie+ 

e~~o~e~+on~y--~he-~er~~-'"e++-eher,e-eadf~-fee~-on-~he 

bes+~-of-~he-•ands-e4~he-es~e+~+on• 

t+t--~f-~he-fK~~e-.ePe--~hen--t~y988--on~--+es~--~hen 

t5T88ey-~-ennae+-oad+~-~e-~he++-be-s+e. 

t++t-rf--~-••ftd-+~-frOM-*5y8&9-~e-t+8T888y-~he-ennae+ 

eadf~-•ee-sft&~+-be-•i§w 

t+++t-+•-~he-•and-+s--~e--~hon--t~Sy888y--~he--onnue+ 

oad~~-fee-sh&++-be-~5• 

fbt--For--eeeh--ennKo+--oad+~--ef--f+re--d~s~r+ets--eno 

•e+uft~eer-f~-~eper~me~sy--~he--de~er~-.n~--she++--eher9e 

eed+~--fe~--o?-•~•§8-en-ft&ar-•er-eeeh-persen-en~ged-+n-~he 

ftKdf~. 

tet--For-eeen-enn.a+-eadf~-of-+rr+~e~fen-d+~r+~sy-~he 

deper~.en~-shot+-eher~e-eKdf~-fees-84-S~e--e--de~--for--eoeh 

persen-en~~ed-+n-~he-eadf~• 

fdt--For--eoeh--ennue+--ead+~-ef-eeneer•eney-df~r+etsy 

~he-depor~~-sft&~~ft&rge-eue+t-fees-e•-•~e-e-dey-for-eeeh 

~erson-en~~-+n-~he-ead~ 

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

the govern•ental entity to the state treasurer and ered~ed 
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~e-tfte-stete-qenera+-fand ~lted jo tbe reyolyjng fund to 

. { the department• 
th!l~UUU.Lg . b i J L_.t..Q__t.W~; 

sub111t a !ll--Jhe depart•ent •ay 

~maotal entity based upon the estiaated percentage gf 

cQmgletjon gf any audit. The goxern•ental entity must ma~ 

ua¥m~L1bin 60 days of recejyjog a bjJJ.• 

Section 5. Section 20-9-203, ~CAe is amended to read: 

•zo-9-203. Examination of district accounting records. 

(1) The accounting records of all first- and second-class 

school districts and third-class school districts that 

m-1intain a high school shal1 be audited ertfttte++y--by--<tfte 

de~ar~men~--e+-eo.•an+~y-af+a+rs in accordance with 2-7-503. 

(2, Annually and at such other times as directed by 

the ooard of county co .. issloners or trustees, 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 school. 

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 last completed school 

fiscdl y~or. The auditlnq county official shall examine the 

accounting records, prepare an audit report, and: 

(a, return the accounting records to the district no 

later than AUGUSt lSi 

(bl 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." 

~~OH. Section 6. Penalty. When a governmental 

entity has failed to make payaent as required by z-15-516 

within 6Q days of receiving a bill for an audite the 

department •ay issue an order stopping payaent of any state 

financial aid to the governmental entity. Upon payment for 

the audlto all financial aid that was withheld because of 

failure to make payment shall be released and paid to the 

governmental entity. 

HfW-Sf'IlD~a Section 1. Deposit of audit fees. All 

audit fees received from governmental entities after June 

30, 198lo shall be deposited in the revolving fund to the 

credit of the depart•ent of [co .. unity affairs, or if Senate 

Bill 432, Introduced In the 47th leqislatureo is passed and 

approved, to the credit of the department of administration] 

for administration of Title 2, chapter 1o part 5. 

Section B. Appropriation. There is appropriated 

$157o500 from the general fund to the depart•ent of 

com~unity affairs. or If Senate Bill 432e Introduced in the 

47th legislature• is passed and approved, to the d~partment 

of administration for the purpose of meeting Initial costs 

associated with tne audits of local governmental entities. 

Section 9. Codific3tion. Sections 6 and 1 are intended 

-6-
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1 to be codified as an integral part of Title Zt chapter 7t 

Z part 5. 

3 Section 10. Effective date. This act is effective on 

~ passage and approval. 

-End-

-1-
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HOUSE Bill NO. 636 

INTRODUCED BY lUND. COMMITTEE ON APPROPRIATIONS 

BY REQUEST OF THE HOUSE APPROPRIATIONS CdMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE AUDif FEES 

CHARGED TO LOCAL GOVERNMENTS; CREATING A REVOLVING ACCOUNT; 

APPROPR~ATING HONEY TU THE REVOLVING ACCOUNT; PROVIUING FOR 

AUDiTS OF LOCAL GOVERNMENTAL ENTITIES EVERY 2 YFARS; 

PROVIDI:o;G FOR A PENALTY FOR NONPAYMENT OF Bill:'> SUf!M!TTfO TO 

LCCAL GOVERNMENTS FOR AUDITING; AMENDING SECTIONS L-/-503, 

2-7-505, 2-7-506• l-7-516t AND 20-9-203, MCA; A~D PROVIDING 

A~ IMMEDIATE EFFECTI~E DATE." 

BE IT ENACTEu BY THE lEGISlATURE OF THE STATE UF MONTANA: 

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

"2-7-503. Annual audits of local go~ternmental 

entitia'i. (l) The department shall audtt the affairs of all: 

(a) counties; 

('>) incorporated cities and towns; 

{C) first- and second-class school districts ana 

thtrd-class school districts that matntain a high school; 

"8""' 
(d) scnool district extracurricular fund for pupil 

functions; 

(e) irrigation districts; 

(f) conservancy districts; 

2 (g) fir• dist~ic~s and volunteer fire departments in 

J unincorporated area&t towns. and villages supported by a 

4 mill levy; ~nd 

5 (h) fire department relief associations. 

6 {2) Each audit shall be made e""~e++y evPry 2 ~~ 

7 and shall co~ter the immediately preceding~ fiscal y@er 

B ~~~ of the govern~ental entity~~LES~_!~~- AUDITS ARE 

9 ~EQ~~i!fQ_~!_THf_~Q~£RN~ENT!~f~!l!!• 

lO (3) Each e""tte+ audit shall be initiated not later 

11 th~n ~r £~ months from the close of the fiscal year for 

12 which the audit is conducted. 

13 (4) In addition to the e"~e+ audits required by thts 

l~ section. the department may at any time conduct a special 

15 audit of the affairs of any governmental entity referred to 

16 zn this part. 

17 (51 The fee for the special audit shall be a charge 

18 basea upon the costs incurred by the department in the 

19 conduct of such ~pecial audit. The audit fee herein 

20 orovided shall be paid by the governmental entity to the 

21 state treasurer and er@d+ted--te--t~e--~tat@--~enera+--+~ 

22 2~.21!!~2-l!L-!.!:!L_r:.~o 1 vi !!!L_f!!!l!L_!!L~_f!. ed i t _ _2!_!~ 

23 Q.ru;!~rt~nt." 

21t Sect ion 2. Section 2-7-505 • MCA, is amended to read: 

25 "2-7-505. Audit scope and standards. (l) Each eft~a+ 

-2- HB 638 
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audit shall be a comprehensive au<11·t of the affairs of the 

govern.ental entity, including comment on the balance sheet. 

results of operations, compliance with state statutes and 

regulations. recommendations fDr improvement. and any other 

comments deemed pertinent by the auditor, including his 

expression of opinion as to the adequacy of the financial 

presentations. 

( 2) Each such MHttle+ audit required shal1 be made in 

accordance with generally accepted govern~ntal auditing 

standards." 

Section 3. Section 2-7-506, MCA, is amended to read: 

"2-7-506. Audit by independent accountant or auditor. 

(1) In lieu of the ennt~e+ audits required of the department, 

the department mayo with the consent of or at the requ~st of 

the respective governmental entities, contract out such 

e""ue+ audits with a public accountant or firm of public 

accountants who are 1 icensed under the la~s of Montana. 

(2) The department shall establish rules governing the 

administration of the contracts betweUQ t~·departmento the 

independent accountant/auditor, and the governmental 

entitie~. These I"U:les shall incluoe·ibott not be limited to: 

{A)- esta/31 ishlaent of Cl"iteri'a llan·.11fie selection of the 

independent accountant/auditor; 

(b) contract form and content; and 

(c) standards of audit and l"eport,ing.• 
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Section 4. Section 2-7-516• KCA, 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 ~endtl~~-e~-eee~-ennt~e+--eb~?ty--e•~ept--e~--~e~~ew~+ 

~dmi~is!~atl~Q!_l~~~Eart. 

tut--fo~--eeeft--~nt~a+--eudtt-ef-f?~e-d~p~~tment-~e+te~ 

e~~eeietien~~-the-de~~t~t-~hsf+-~~~~e-e~d~-~ee~-en--t~ 

he~i~-e~-tfte-fu~~-ef-the-e~'eetatten• 

ttt--+f--the--~uftd--t~--more--then-~iy999-en~-~e~-than 

*s.ee&y-the-ennt~a~-e~~t-fee-~~++-be-s+e. 

tttt-i+-the-ft~nd-i~-~ro•-sSy999-te-~i9y999•-the--onnua~ 

et~dtt-~ee-~ho++-be-~~Sw 

ttttt-if--the--ft~nd--t~--•a~e--than-Si9T999T-the-annt~o+ 

au~tt-~ee-~he~-be-•3sw 

tbt--Fer--ee~-Oftfttla'i---Stld~--af--~tre--dt,trte~--ond 

wo+.nteer--fire--d~e~eent~•--t~-depo~.ent--,ha~+-eho~~ 

e~tt-fee,-of-s~.~9-en-h~-fa.-eeeh-~erson-eft9ege~--tn--t~ 

onib 

tet--Fer-ee~h-eftfttle+-et~d~t-of-~r~t~etten-~?,trte~.-t~ 

d~ert.ent--,ftal+--eher~-eudtt--fee,_ef-•~e-e-dey-~e~-eaeh 

~~'on-eft9eged-in-the-et~d+tw 

tdt--F~-eeeft-ennt~e+-et~~t--ef--eon~e~we~y--dt~t~tet~• 

the-depert~nt-~he++-eherge-et~~tt-fee~-ef-s~e-o-dey-fe~-eaeh 

per~on-enge~ed-in-the-e~~+t• 

(2t All audit fees herein provided shall be paid by 

-4- HB 838 
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the governmental entity to the state treasurer and er@~tt@ft 

te-th@-~tet@-~~e~e+-~Hftd ~posi!£~_ln_1~~!yln9_fynQ_!Q 

!b~_££~Ql1-Q!_!b~~~r1~n1· 

1ll __ !b~---~~r1_~nt __ ~---~~l_t ___ ~--~ll! __ £Q_ the 

g~~!~~nta!~111X-£~~~g_ypon t~esti~~__Eercentag~ _ _Qf 

£Q!!!Rleti2!L_QL_~_audih-!!!!L.9~!n•mtal enti tx must_~ 

P~!!!~!!L!!fl!!ln_~O daYL2L!.~£!W!l!l9_L!!i!.!~" 

Section 5. Section 20-9-203, HCAo ts amended to read: 

"20-9-203. EKamination of district accounting records. 

(I} The accounting records of all first- and second-clas~ 

school districts and third-class school districts that 

ma1ntain a high school shall be audited eftftuft++y-oy-the 

depe~t~~t-ef-~emmttft+ty-ef+e~~~ in accordance with 2-7-503. 

(2) Annually and at such other times as directed by 

the board of county commissioners or trustees, the county 

auditor 

auditor 

or the county treasurer if 

shall audit the accounting 

there 

records 

is no county 

of each 

third-class district that does not maintain a high school. 

Such district shall deliver all accounting records tu the 

auditing county official no later than July 15 for the audit 

of the financial activity of the last complete~ school 

fiscal year. The auditing county official shall examine the 

accounting records, prepare an audit report. and: 

(a) r~turn the accounting records to the district no 

later than Auqust 15; 
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lb) send a copy of the audit report to the chairman of 

the trustees; and 

(c) file copies of the audit report with the county 

superintendent and the county clerk and recorder." 

~E~~£~Tl0~~ Section 6. Penalty. When a governmental 

entity has failed to make payment as required by 2-15-516 

within 60 days of receiving a bill for an audito the 

department may issue an order stopping payMent of any state 

financial aid to the governmental entity. Upon payment for 

the audit. all financial aid that wa~ withheld because of 

failure to Rake payment shall be released and paid to the 

governmental entity. 

NEW~E~TIO~~ Section 7. Deposit of audit fees. All 

audit fees received from governmental entities after June 

30, 1981, shall be deposited in the revolving fund to the 

credit of the department of (community affairs, or if Senate 

Bill 432, Introduced in the 47th legislature, is passed and 

approved, to the credit of the department of administration] 

for administration of Title 2. chapter 7, part 5. 

Section B. Appropriation. There is appropriated 

Sl57 .500 from the general fund to the department of 

community affairs, or if Senate Bill 432, introduced in the 

47th legislature. is passed and approved, to the department 

of administration for the puroose of meeting initial costs 

associated with the audits of local governmental entities. 

-6- H5 838 
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l Section 9. Codification. Sections 6 and 7 are intended 

2 to be codified as an integral part of Tit1e 2. cha~ter 7o 

3 part 5. 

4 Section 10. Effective date. This act is effective on 

5 passage and approval. 

-End-

-1- HS 838 



April 10, 1981 

SENATE STANDING COMMITTEE REPORT 
(Finance and Claims) 

That House Bill No. 838 be amended as follows: 

l. Page 2, 
Following: 
Insert: ", 

entity " 

line 8. 
"entity" 
unless annual audits ~rc r~quested by the governmPntal 


