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Summary of Presentation  

• Why we bill agenices and for what reasons
Agency Audit Costs 
and the LAD Budget

• Trends in LAD costs and how these affect audit billing
Historical Cost 

Trends

• Federal regulations and the methodology for 
calculating an hourly billing rate

Calculation of the 
Billing Rate

• How many hours we estimate for each audited 
agency/activity

Audit Hours by 
Agency

• Rate x Hours = agency audit appropriations that appear 
in HB2 or are included in non-budgeted funds

Agency Audit 
Appropriations
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Agency Audit Costs and the LAD Budget 

• The process for calculating audit costs that are to be included in agency budgets is mandated in the Legislative Audit Act (5-
13-402, MCA) 
 

(1) Prior to July 1 of each even-numbered year, the legislative auditor shall advise each agency and the budget director of the estimated audit costs for the 
following biennium. Each agency shall include the estimated audit costs in its proposed budget submitted to the budget director pursuant to 17-7-112. 
 

• The Legislative Audit Act also provides the authority for billing agencies and sets limits on the amount billed based on 
appropriations 
 

(2) The legislative auditor shall bill agencies for audit services that the legislative auditor considers necessary. The legislative auditor may not bill an agency for 
audit services in excess of amounts appropriated for audit services. Additional audit-related services may be provided by the legislative auditor at a cost agreed 
to by an agency and billed to the agency. 
 

• Agency audit appropriations provide the state special revenue funding source that is used in conjunction with general fund 
to support the budget request of the Legislative Audit Division as outlined in Program 28 of the Legislative Branch budget 
 

5-13-403.  Audit account -- appropriation and expenditures. All money for audits transferred to the legislative auditor as provided in 5-13-402 must be deposited in 
the state special revenue fund in the state treasury to the credit of the office of the legislative auditor. The money deposited that is in excess of general and pay plan 
appropriations is statutorily appropriated, as provided in 17-7-502, and may be expended by the legislative auditor to pay expenses incurred in auditing state 
agencies pursuant to an operational plan approved by the legislative audit committee. 

 

• The purpose of this hearing is to review the methods used in calculating our billing rate, the level of effort associated with 
each audit, and the amounts appropriated to state agencies budgeted through House Bill 2.  For agencies with significant 
federal programs, audit costs can be assessed against federal funds, thus limiting the impact on state funding sources 
 

17-7-141.  Audit costs. Amounts appropriated for audits conducted under Title 5, chapter 13, may be transferred between fiscal years. Agencies shall reserve enough 
money in each fund to pay for audit costs and to the maximum extent allowable under federal regulations shall charge audit costs to federal funds. 
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Historical Cost Trends – Overall Expenditures 



5 
 

Historical Cost Trends – Expenditure Rate 
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Calculation of the Billing Rate 
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Audit Hours by Agency 
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Audit Hours by Agency 
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Audit Hours by Agency 
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Agency Audit Appropriations 

 

  



11 
 

Agency Audit Appropriations 
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Agency Audit Appropriations – HB2 Comparison 
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Agency Audit Appropriations 
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Coronavirus Relief Fund (CRF) Audit Effort 


