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TRANSMITTAL LETTER

June 2025

The Legislative Audit Committee

of the Montana State Legislature:

This is our fourth biennial plan in our initial 10-year cycle and our strategic focus has shifted to
adapt to some significant changes in our organization. Most notably, we are in the midst of
implementing very meaningful changes in our financial audit model. The 2027 biennium will see
the switch to annual federal Single Audits as part of this effort, in addition to further changes in
financial audit practices. We are also in the early stages of reinventing our technology-focused
audit products and re-building the team that does this work. These important strategic
challenges have dominated much of our thinking going into this planning cycle and has caused
us to refocus our priorities to avoid further taxing our limited resources.

Favorable labor market conditions have allowed us to accelerate hiring of vacant positions and
we head into the 2027 biennium close to full-strength. Our staff resources are at full output in
terms of our core accountability mission. Consequently, we are not developing strategic
initiatives this biennium that will distract from our foundational work processes; instead, we
are focusing on ancillary processes and tasks that support and enhance our main products.
While these initiatives do not involve wholesale changes in our business practices, we still think
they will result in important improvements in the value proposition that the legislature’s audit
function has always promised and delivered on.

Respectfully submitted,

PYoun.

Angus Maciver

Legislative Auditor



LEGISLATIVE AUDIT DIVISION MISSION, VISION AND VALUES

Mission Statement

The mission of the Legislative Audit Division is to increase public trust in state government by
reporting timely and accurate information about agency operations, technology, and finances
to the Legislature and the citizens of Montana.

Organizational Vision

The Legislative Audit Division will be the Legislature’s most respected source for independent,
accurate, and reliable analysis that will make Montana a national leader in promoting
government accountability.

Values & Guiding Principles

The Legislative Audit Division maintains a work environment that:
= Commits to innovation

= |nvests in professional development

=  Facilitates open and honest communication

=  Promotes teamwork grounded in trust and creativity

= Allows staff to maintain work life balance

In our work with state agencies, the Legislature, and other stakeholders, we hold ourselves to
the high standards of professionalism, transparency, independence, and objectivity while
fostering cooperative, collegial relationships and facilitating open dialogue.



THE STRATEGIC ENVIRONMENT — CHALLENGES AND OPPORTUNITIES

Montana is in the middle of a growth trend that is contributing to higher tax revenue and increasing
government expenditures. So, in a time of record budget balances, is government efficiency still
important? You could argue it is actually more important; as large surpluses accrue, taxpayer value
could become a secondary consideration. We need to get ahead of this trend and ensure our work is
geared towards identifying, analyzing, and measuring fiscal impact in a meaningful way. Questioning our
traditional approaches to these issues should help us improve the relevance and impact of our work for
both legislators and others.

Another traditional area of focus for audit and accountability functions has always been fraud, waste,
and abuse. The Audit Division has been operating a Hotline for reporting allegations of fraud, waste, or
abuse for over three decades and in recent years we have made significant changes in how we manage
this aspect of our work. As we introduced new processes for reporting Hotline cases, we also
experienced an increase in case volume. Learning about what has changed and why it has changed
should be a priority for us, if we want to be able to respond effectively to allegations of fraud, waste or
abuse of state government resources.

The staff of the Audit Division are our most important resource and investing in their careers is always a
priority. As complexity increases in our work, ensuring staff skills are keeping-up is something that
requires constant vigilance. Along with others across our industry, we are beginning to experience
challenges in maintaining pathways to professional certification, which has long been considered one of
the most important means of investing in career development. Identifying and removing barriers to
certification for our staff will ensure we maintain a qualified and engaged workforce.

We have been focused for several planning cycles on how to communicate our message externally. As a
result of this area of strategic focus we have made incremental changes in our reporting formats, but
this has also shown the need for a more fundamental rethink of how our brand identity has been
developed and implemented. Proper branding that is based on a clear understanding of mission is an
integral part of the success of any business. Strong brands don’t just reflect the value of a product, they
enhance its value, and by working to better understand and communicate our brand identity, we can
ensure our message is being communicated effectively and the impact of our work continues to grow.

With the explosion in the volume and quality of data in state government come important questions
about how, where and why we integrate data analytics in our work. The tools, techniques and, perhaps
most important, the mindset for effectively implementing data-driven methodology in audits is not
something we should assume develops organically; we need to be more deliberate in structuring our
thinking about data analytics. We also need to think more deeply about how we explain and
communicate data and quantitative information, and how users of our reports interact with data that is
presented visually. Identifying organizational best practices in data analytics and visualization will help

us build a strong foundation for implementing increasingly complex quantitative techniques in our work.
This will help us identify risk more effectively using data, manage and control information during our
work, and maximize impacts by communicating results effectively.



ORGANIZATIONAL GOALS AND OBJECTIVES

Organizational Goal:

Strengthen our commitment to government efficiency by improving how we identify,
analyze, and measure fiscal impact in our work.

Our value proposition rests on different, but complementary elements. Foremost amongst these is the
assessment of whether state government operates both efficiently and effectively. Consistently and
accurately quantifying the efficiency equation in the public sector is inherently more difficult than in a
for-profit enterprise but it is not impossible, and it should be part of our work. A strategic initiative
focused on fiscal impact could address how we think about the nature of efficiency in government;
determine what research or training resources we need in cost analysis methodology; assess what our
peers are doing to identify, analyze and report on fiscal impacts; evaluate how we interact with the
appropriations process to identify and assess areas for potential cost savings; and examine how we
measure and report the financial impacts of our work to the legislature and others.

Organizational Goal:

Maximize the effectiveness of our response to allegations of fraud, waste, and abuse in state
government.

Around seven years ago, we went through our first significant overhaul of our Hotline process for
handling allegations of fraud, waste and abuse. Major changes included adding a new web-based case
management system, introducing a statewide survey of employees, and increasing the quality and
frequency of our reporting to the Audit Committee. We have learned a lot through these incremental
improvements in the Hotline process, but now is a good time to hit pause and reassess what we are
doing and why. A strategic initiative focused on these issues could include work to re-map all our
internal Hotline process to identify areas for further improvement; comparative analysis of Montana’s
Hotline statutes with legal authority in other states; examination of how the Audit Committee and state
agencies are interacting with Hotline reporting; review of the survey purpose and format to identify any
needed changes; and identification of case management system requirements and enhancements in
advance of any future solicitation and procurement decisions.

Organizational Goal:

Invest in the career development goals of our staff by identifying and removing barriers to
professional certification.

Certain aspects of what we do have a critical dependence on professionally certified staff. Without
active CPA licensees on staff, we would be unable to provide certain financial auditing services. In
relation to information technology and performance auditing, professional credentials are not required
for regulatory purposes, but they are important for establishing trust and authority with audited



agencies. Outside of these situations, all our staff can benefit from the educational and developmental
opportunities offered through professional licensure in a variety of disciplines. However, we are largely
failing in our modest goals relating to professional licensure, and the critical problems the accounting
industry is experiencing with the CPA pipeline are well-known and affect us as much as they do firms in
private practice. A strategic initiative addressing professional certification could involve researching best
practices among peer organizations to identify new approaches to certification; reviewing internal
policies and procedures to address bottlenecks and barriers that prevent staff from moving through the
certification process; and establishing realistic benchmarks for how much time, effort and money we
need to commit to staff certification to achieve cost-beneficial results.

Organizational Goal:

Increase the visibility and recognition of the audit function by defining and building a
consistent brand identity across all our products.

A compelling, consistent, and unified brand identity drives customer engagement and differentiates you
from your competitors. The Legislature’s audit function operates in a marketplace for ideas that includes
other organizations both inside and outside state government. As we expand our audit products to
include new approaches and techniques, we are vulnerable to losing touch with consumers of our work
if we don’t identify and consistently apply a well-developed brand identity. A strategic initiative focused
on brand identity could use our existing mission/values to identify the essential elements of our brand
identity; design core features of brand design elements; and plan for implementation of consistent
branding through re-design of our main reporting products, website and other online content, and all
other office communications.

Organizational Goal:

Build our capacity to understand and explain government operations by implementing best
practices in data analytics and visualization.

Analyzing and visualizing data has always been a core practice area for the Audit Division, but recent
changes are accelerating interest in a more integrated approach to managing and using data as part of
our work. These changes have included a shift in focus for our financial audit team to enterprise-level
accounting and financial reporting, and the inclusion of data analytics as a team competence for our
information technology audit team. A strategic initiative on data analytics and visualization could assess
our approach to data governance and management including our current technology platforms to
address unmet analytical needs; evaluate staff confidence/competence in in analytical methodology and
associated training or development priorities; develop style guides, templates, and tools to help audit
teams create effective data visualizations; and begin exploring how to use enterprise data on a real-time
basis to assess risks in the agencies we audit.



KEY PERFORMANCE INDICATORS

We are committed to performance and accountability. These Key Performance Indicators
(KPIs) provide a focus for strategic and operational improvement, create an analytical basis
for decision making and help focus attention on what matters most. Our KPIs are primarily
focused at the organizational level and provide a means of assessing our progress towards
our goals measured against established benchmarks. These benchmarks are based on
historical experience or industry norms. An appendix to this document provides more
detailed explanations and historical /trend data for each metric.

Metric Benchmark Result
Staff Turnover Rate <10% 6%
Retained Employee Experience > 7 Years 5.0 Years
Employee Engagement > 85% 85%
Employee Absenteeism <4.0% 4.25%
Direct Hours > 65% 62%
Billing Rate Inflationary Change *+5.0% +4.4%
Project Budget Accuracy +10% +10%
Project Timely Completion * 30 Days +56 Days
Hotline Timely Resolution < 60 Days 59 Days
Statewide Audit Completion < 30 Days 176 Days
Value-Added Impacts > 300% 424%
Agency Engagement > 80% 79%
Online Public Engagement Pending Pending
Recommendation Concurrence > 90% 93%
Recommendation Implementation > 80% 63%

Results Key

Good Performance

Needs Improvement

Cause for Concern




EXPERIENCES & RESULTS

The following addresses experience and results from implementation of strategic goals and
objectives over the past two years.

v

The financial audit team began implementation of significant changes in Montana’s
financial audit model as required under House Bill 132 and completed several major
preparatory steps in the move towards annual federal Single Audits

Along with other legislative branch divisions, we implemented changes in our market
compensation survey process to include data from comparable executive branch
positions and ensure our pay plan remains competitive

We established and filled a deputy-level position to provide leadership for our newly
organized Information Technology Audit and Analytics team

We completed our first annual evaluation cycle entirely within our cloud-based staff
development and learning platform, eliminating existing paper-based forms and
processes and streamlining HR management functions

We continued to refine our remote work policies and practices, providing staff
additional flexibility and increasing in-office presence, while still meeting our benchmark
for staff turnover

We developed specifications and design parameters that enabled planning for ongoing
legislative space decision-making, including identification of new office space for the
division within the capitol complex

We established a filled a new Research and Evaluation Methodologist position to assist
all our teams in incorporating applied statistical theory, advanced quantitative
techniques, and survey research methodology as part of their work

The implementation phase of our cloud-based audit management software platform
continues with two of our three audits teams fully integrating all active projects

Our editorial function developed and released pilot audio podcasts to summarize audit
reports and increase the reach and visibility of the division’s work

Our continued focus on performance and accountability resulted in the addition of a
new Key Performance Indicator addressing statewide audit completion



v" The Financial-Compliance team worked with the Governor’s Office and others to
develop budget proposals for pooled statewide and federal compliance audit funding to
aid in the changes being made under HB 132

v" The Performance audit team launched a new pilot audit product designed to decrease
turnaround times for reporting to the legislature

v" The Information Technology Audit and Analytics team developed and released its first

system security and reliability reports, as part of their ongoing effort to assess and
mitigate enterprise technology risk
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