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Agency Audit Costs and the LAD Budget

e 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.

e 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.

e 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.

e 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.



Historical Cost Trends — Overall Expenditures

Change in Primary Government & Component Units vs. Audit Costs
Indexed, 2006 = 100
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Historical Cost Trends — Expenditure Rate

Legislative Audit Costs per $1,000 in State of Montana Expenditures
FY 2006 - 2018
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Calculation of the Billing Rate

Legislative Audit Division Billing Rate
Fiscal Years 2010-2021
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Audit Hours by Agency

Legislative Audit Division
Summary of Hour Estimates Used for 2023 Biennium Audit Appropriations

2022-2023  2020-2021

Biennium  Biennium Percent
Estimated Estimated  Increase Increase
Agency # Agency Mame Hours Hours {Decrease] (Decrease) Reason

2110 Judicial Branch 650 650 o 0%

3104 Governor & Lt Gov 900 800 100 139% Increase only for the 2023 biennium to test distribution of CARES Act funding, and associated
Single Audit reguirements.

3201 Secretary of State 600 600 0 0%

3202 Comm. Of Political Practices 200 165 35 21% Recurring pattern of audit findings requiring additional audit effort

3401 State Auditor 720 620 100 165, Anticipated financial and federal compliance testing associated with the new reinsurance
program establizhed by the 2019 Legislature.

3501 Office of Public Instruction 1,275 1275 o 0%

4110 Justice 1,150 1,150 0 0%

4201 Public Service Regulation 400 300 100 33% Recurring pattern of audit findings requiring additional audit effort

5101 Education, Board of 200 200 o 0%

5102 CommHighEd/BdRegents 775 830 (55) (7% Reduction for other post-employment benefits census testing no longer considered necessary,
offset by new system impacting university health plan.

5103 U of M - Missoula 3,500 3,600 {100) (3%) Recurring pattern of audit efficiencies.

5104 MSU - Bozeman 3,500 3,600 {100) (3%) Recurmring pattern of audit efficiencies.

5113  School for the Deaf & Blind 325 325 o 0%

5114  Ars Council 350 350 o 0%

5115 State Library 300 300 0 0%

3117 Historical Society 550 550 o 0%

3201 Fizh, WidIf & Parks 1,400 1.400 0 0%

5301 Environmental Quality 1,750 1,750 ] 0%

5401  Transportation 2,450 2450 o 0%

5603  Livestock 650 600 50 8% Recurring pattern of audit findings requiring additional audit effort.

5706 Natl Resource & Conservation 1,750 1,750 ] 0%

5801 Revenue 2,400 2400 0 0%



Audit Hours by Agency

2022-2023  2020-2021
Biennium  Biennium Percent
Estimated Estimated  Increase Increase
Agency # Agency Name Hours Hours (Decrease) (Decrease) Reason

6101 Administration 2,620 2,840 (220) (8%)

Reduction for other post-employment benefits census testing no longer considered necessary.

6101 SABHRS 1,900 1,900 0 0%

6101 Lottery Finan AgncyPays 800 800 0 0%

6101 Lottery Security Audit 770 770 ] 0%

6103 State Fund 1,100 1,100 i 0%

6104 PERD 2,600 2150 450 21% Final increase related to pension census testing.

6105 TRD 1,650 1,341 309 23% Final increase related to pension census testing.

6108 Public Defender 775 775 ] 0%

6201 Agriculture 620 620 ] 0%

6401 Cormrections 1,600 1,600 i 0%

B501 Commerce 1,800 1,525 75 gor Increase only for the 2023 biennium to test distribution of CARES Act funding, and associated
Single Audit requirements.

6501 Investments 1,350 1,150 200 17% Changes in structure of investment pools resulted in changes in intermal control procedures
which reguire ongoing testing, diversified investment strategy anticipated to continue to impact
time required for audit.

6501 Facility Financing Authority 200 200 0 0%

6501 Housing 700 700 0 0%

6602 Labor & Industry 1,950 2,050 {100) (5% ) Recurring pattern of audit efficiencies. Hours are anticipated to be adequate to test increase in
volume of Unemployment Insurance benefits due to COVID-19.

6701 Military Affairs 1,100 1,100 0 0%

G901 Public Health and Human Services 5,400 5,200 200 4% Medicaid expansion and associated state statutory requirements together increased extent of
required audit effort.

TOTAL: 52,530 51,486 1,044 2%

Allocated Audits:
All Statewide Audit 3,900 3,900 ] 0%
All Single Audit 750 750 ] 0%



Audit Hours by Agency
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Agency Audit Appropriations

Legislative Audit Division
Summary of 2023 Biennium Audit Appropriations

2022-2023 Biennium Audit Appropriations 2020-2021 Biennium Audit Appropriations Percent
Agency Single Single Increase Increase
Agency # MHame Base Statewide Audit Total Base Statewide Audit Taotal {Decrease) (Decrease)
2110 Judicial Branch 5 53,300 5 1979 5 761 5 56,040 5 49075 5 1,859 5 715 5§ 51,649 5 4391 9%
3101 Governor & Lt Gov 5 73,800 5 2740 5 1054 5 77593 5 60,400 S 2,288 § 880 5 63,567 S 14,026 22%
3201 Secretary of State 5 42300 5 1826 5 702 & 51,729 5 45,300 5 1,716 5 660 5 47 676 5 4053 9%
3202 Political Practices 5 16,400 5 609 5 234 5 17,243 5 12,458 5 472 5 181 5 13,111 5 4,132 32%
3401 5tate Auditor 5 59,040 5 2192 5 843 5 62,075 5 46,810 5 1,773 & 682 5 49,265 5 12,810 26%
3501 Office of Public Instruction 3 104,550 5 3881 5 1493 3 109,924 5 96,263 5 3,646 % 1402 5 101,311 5 3613 9%
4110 Justice 5 94,300 5 3501 5 1346 5 99,147 5 86,825 5 3,288 5 1,265 5 91,378 5 7,769 9%
4201 Public Service Regulztion 5 32800 5 1,218 5§ 468 5 34486 S 22,650 5 858 § 330 5 23838 5 10,648 455
5101 Education, Board of 5 16,400 5 609 5 234 5 17,243 5 15,100 5 572 & 220 5 15,892 5 1,351 9%
5102 CommHighEd/BdRegents s 63,550 5 2,359 5 a07 5 66,816 5 62,665 5 2,373 5 913 & 65,951 5 865 1%
5103 Uof M - Missoula 5 287,000 5 10,654 S 4098 5 301,752 5 271,800 5 10,294 5 3959 5 286,054 5 15,698 5%
5104 MSU - Bozeman 5 287,000 5 10,654 5 4098 5 301,752 5 271,800 S5 10,294 & 3,959 5 286,054 5 15,698 5%
5113 School for the Deaf & Blind 5 26,650 5 989 5 380 5 28,020 5 24538 5 913 5 357 § 25,824 5 2,196 9%
5114 Arts Council 5 28,700 5 1,065 5 410 5 30175 5 26,425 5 1,001 5 385 5 27,811 5 2,364 9%
5115 5tate Library 3 24600 & 213 & a5l & 25864 5 22,650 5 g8 5 330 5 23,838 5 2,027 9%
5117 Historical Society 5 45100 5 1674 5 644 & 47418 5 41,525 5 1,573 5 605 & 43,703 s 3,715 9%
5201 Fish, WIdIf & Parks 5 114 800 & 4262 5 1639 5 120,701 5 105700 5 4003 5 1540 5 111,243 5 9,458 9%
5301 Environmental Quality S 143500 5 5327 5 2049 5 150876 5 132,125 5 5004 5 0 1925 S5 139054 5 11,822 9%
5401 Transportation 5 200,900 5 7458 5 2868 5 211,226 5 184975 5 7,006 % 2695 5 194 675 5 16,551 9%
5603 Livestock s 53,300 5 1979 5 761 5 56,040 5 45,300 5 1,716 5 660 5 47 676 5 8,364 18%
5706 Matl Resource & Conservation 5 143500 & 5,327 5 2049 5 150,876 5 132,125 5 5,004 5 1925 5 135,054 5 11,822 9%
5801 Revenue 5 196,800 5 7306 5 2810 § 206,915 S5 181,200 5 B,863 S 2640 5 190,702 5 16,213 9%
6101 Administration 3 214840 5 7975 5 3,067 5 235,883 5 214420 5 8121 5 3,123 5 225,664 5 218 0%



Agency Audit Appropriations

2022-2023 Biennium Audit Appropriations 2020-2021 Biennium Audit Appropriations Percent

Agency Single Single Increase Increase
Agency # Mame Base Statewide Audit Total Base Statewide Audit Total {Decrease) (Decrease)
6101 SABHRS 5 155,800 5 5,784 5 2,324 5 163,808 S 143450 5 5433 5 2,090 % 150,973 s 12,835 9%
Lottery Finan, AgncyPays 5 65,600 S 2435 5§ 937 5 68,972 5 60,400 5 2288 S 880 5 63,567 5 5404 9%
Lottery Security Audit S 63,140 & 2344 5% 901 5 66,385 5 58,135 & 2202 s 847 5 61,184 5 5,202 9%
6103 State Fund s 90,200 5 3348 5 1288 S 94836 5 83,050 S 3145 S 1,210 S 87,405 5 7431 9%
6104 PERD 5 213,200 S 7014 5 3044 S 224158 5 162,325 5 6,148 S 2,365 5 170,838 5 53,321 31%
6105 TRD s 135,300 5 5023 5§ 1932 5 142254 5 101,246 5 3,835 5 1475 5 106,555 s 35,699 34%
6108 Public Defender Office 3 63,550 5 2359 5 907 35 66,816 5 58,513 5 2,216 5 852 5 61,581 5 5,235 9%
6201 Agriculture 5 50,840 5 1,887 5 726 5 53453 5 46,810 5 1,773 5 682 5 49,265 5 4 188 9%
6401 Corrections 3 131,200 5 4870 5 1873 5 137,944 5 120,800 5 4575 5 1,760 5 127,135 5 10,809 9%
6501 Commerce 1 131,200 5 4870 5 1873 5 137944 5 115138 35 4361 5 1677 5 121,175 5 16,768 14%
6501 Investments 1 110,700 5 4109 5 1581 5 116,390 5 86,825 5 3,288 5 1,265 5 91,378 5 25,012 27%
6501 Facilities Financing Authority s 16400 5 609 5 234 5 17,243 5 15,100 5 572 5 220 5 15,892 5 1,351 9%
6501 Housing s 57,400 5 2131 5 820 5 60,350 5 52,850 5 2,002 5 770 5 55,622 5 4729 9%
6602 Labor & Industry 5 159,900 5 5936 5 2283 5 168,119 5§ 154,775 5 5862 5 2,255 % 162,892 5 5,227 3%
6701 Military Affairs s 90,200 5 3348 5 1288 5 94836 5 83,050 5 3,145 5 1,210 % 87,405 5 7431 9%
8901 Public Health and Human Services 5 442 BDO 5 16,437 5 6322 5 465560 5 392600 5 148869 5 5719 5 413,189 5 52,371 13%
TOTAL: & 4,307.460 5 159,900 5 61,500 % 4528860 5 3,887,193 § 147,225 & 56,625 § 4,001,043 5 437,817 8%
Projected Hourly Billing Rate 5 82.00 5 75.50 5 6.50 9%

Other Line-ltem Audit Appropriations:

7000 Flathead Valley CC 5 66388 5 62577 & 3,811 8%
7000 Miles CC 5 85,004 s 56,987 5§ 30,007 53%
7000 Dawson CC 5 89,116 5 77,765 & 11,351 15%

TOTAL: S 242,408 S 197,329 & 45169 23%




Agency Audit Appropriations — HB2 Comparison

Legislative Audit Division
Comparison of 2023 Biennium Audit Appropriations to HB0002 .01

Audlt State Fadaral
Agency Appropriation Ganaral special special HBOO02.01
Agency # Hama Total Fund Revenus Revenue  Propristary Total Diffarance Hotas

2110 Judicial Branch 5 56,040 3 56,040 5 56,040 5 -

3101 Gowvernor & Lt Gov 5 77,393 H 77,593 1 77,593 4 -

3201 Secretary of State 5 51,729 5 - 5 51,729 Proprietary Fund

3202 Political Practices 5 17,243 5 17,243 5 17,243 5 =

3401 state Auditor & 62,075 5 62,075 5 B2,07% 5 -

3501 Office of Public Instruction % 109324 4 - s 109,924 Internal Service Fund

4110 Justice § 99,147 4 99,147 5 99,147 % -

4201 Public Service Regulation 5 34 486 5 34,485 5 34486 5 -

5101 Education, Board of 5 17,243 5 17,243 5 17,243 5 -

5102 CommHighEd/EdRegents 5 66,816 5 66,816 5 66,816 5 .

5103 U of M - Missoula 5 301,752 5 301,752 5 304,752 & - Included in General Fund Appropriation Distribution Transfer

5104 MSU - Bozeman % 301,752 5 301,752 % 301,752 & - Included in General Fund Appropriation Distribution Transfer

5113 School for the Deaf & Blind $ 28020 4 28,020 4 23,020 % -

5114 Arts Council % 30,175 5 30,175 5 30,175 % -

5115 State Library § 25864 4 25864 5 25864 % -

5117 Historical Society 5 a7ais $ 47,418 5 47418 S .

5201 Fish, WidIf & Parks % 120,701 % - 5 120,701 Appropriotion is missing from HB2; historically included in State
Special Revenue Fund

5301 Environmental Quality 5 150,876 s - 5 150,876 Inernal Service Fund

5401 Transportation § 211226 5 211,226 5 211,226 % -

5603 Livestock % 55,040 5 56,040 5 56,040 3 -

5706 Matl Resource & Conservation § 150,876 4 85574 § 57,762 & 7,540 4 150,876 3 -

5801 Revenue & 2062915 5 206,915 5 206,915 5 -

6101 Administration % 225,883 5 74,812 5 10,657 5 143132 5 228601 5 296,447 Proprietary and Internal Service Fund

6101 SABHRS 5 163 BD3

Lottery Finan AgncyPays 5 68,972
Lottery Security Audit 5 66,385

5103 State Fund 5 94,836 5 = 5 94,836 Proprietary Fund

6104 PERD % 224,158 5 - 5 224,158 Fiduciary Fund

£105 TRD % 142354 H - % 142,254 Fiduciary Fund

6108 Public Defender Office 5 66,816 5 - 5 66,816 Appropriotion is missing from HBZ; historically included in
General Fund

6201 Agriculture % 53,453 4 53,453 % 53,453 % -

6401 Corrections 5 137 544 5 137,944 5 137,944 5 -

6501 Commerce % 137944 $ 101%0 S BO,387 % 16,960 4 107,537 5 224,350 Proprietary Funds and Statutory Appropriations

6501 Investments £ 116,390

6301 Facilities Financing Authority 5 17,243

6301 Housing 5 60,350

6602 Labor & Industry % 168,119 5 - 5 168,119 Internal Service Fund

6701 Military Affairs 5 o4 B36 % - 5 94,536 Agency allocated 54,742 to a statutory appropriation.
Appropriotion of 590,094 is missing from HB2; historically split
between General, stote ond Federal Speciol Revenue Funds

5901 Public Health and Human Services S 465560 $ 2001%1 S 13967 3 251402 4 485560 3

TOTAL: § 4,528,852 $ 1838142 § 526600 ¥ 275902 § 143132 § 2783778 $ 1,745,088

Commumity Colages

Flathead Valley Community College 4 66,388 Cnly 43.2% Included In HBZ; remainder from local funds. The pormon
Miies Community College 5 E6.9594 5 116,880 5 125,639 TUNOB from General FUND requiras an mnerease of §24.
Diawson Community College 5 9,116

$ 242438



Agency Audit Appropriations

Legislative Audit Division
2023 Biennium Audit Appropriations Compared to HB0002.01 Appropriations
Selected Agencies and in Total

Agency Agency Percent
Agency Audit HBO002.01 of
Agency # Name Appropriation Appropriations Total
3202 Political Practices b 17243 & 1,633,208 1.056%
6108 Public Defender Office B 66,816 5 81,494 428 0.082%
6901 Public Health and Human Services b 465560 5 6,190,209,003 0.008%
Total Total Percent
Audit HBO002.01 of
Appropriations Appropriations Total
In Total Total State Funding b 4530862 5 12,644 447 474 0.036%
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Coronavirus Relief Fund (CRF) Audit Effort

Legislative Audit Division

Anticipated Audit Effort - Coronavirus Relief Fund

DRAFT as of 1/7/21

Fiscal Year 2021 (As Percent of Federal Testing
Agency Fiscal Year 2020 of 1/6/21) Total Total Anticipated?

Department of Agriculture 5763,781 515,581,176 516,344,957 1.40% *
Montana Arts Council 51,000,000 51,000,000 0.10%
Department of Commerce 545,808,958 5314,783,228 5360,592,186 29.90% Yes
Department of Corrections 54,323,307 54,323,307 0.40%
Department of Environmental Quality 596,394 524,597 5120,991 0.00%
Department of Military Affairs 55,895,826 55,895,826 0.50% *
Department of Natural Resources and Conservation 5498,809 521,372,118 521,870,927 1.80% *
Department of Administration 525,658,450 5242,055,852 5267,714,302 22.20% Yes
Office of the Governor and Lieutenant Governor 558,037 521,845 579,882 0.00% *
Judicial Branch $51,300 5246,659 5297,959 0.00%
Department of Labor and Industry 5152,631 5245,301,380 5245,454,011 20.40% Yes
Legislative Branch 51,419 5750,385 5751,804 0.10%
Department of Transportation 555,510 510,331,400 510,386,910 0.90% ®
Montana School for the Deaf and Blind 59,677 59,677 0.00%
Office of the Commissioner of Higher Education 5126,218 533,397,536 533,523,754 2.80% ®
Office of Public Instruction 520,350 520,350 0.00%
Department of Public Health and Human Services 515,374,654 5220,021,290 5235,395,943 19.50% Yes
Office of the State Public Defender 522,265 557,435 579,700 0.00%
Department of Revenue 555,944 5126,122 5182,067 0.00%
Montana State Library 515,297 5250,000 5265,297 0.00%

$93,093,000 $1,111,216,349 $1,204,309,849 100%

*Testing is planned over preliminary allocation decisions made by the Governor's Office, and centralized testing for certain agencies is being considered

Initial Estimated Time Required

750 hours



