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November 2016

The Legislative Audit Committee
of the Montana State Legislature:

This is the result of our financial-compliance audit of the Office of the Commissioner 
of Political Practices (office) for the two fiscal years ended June 30, 2016. This report 
contains recommendations to the office related to improving internal control over 
financial reporting and performing post-election examinations of financial reports 
submitted to the office. 

The office’s written response to our audit is on page C-1. We thank the commissioner 
and his staff for their cooperation and assistance throughout the audit. 

Respectfully submitted,

/s/ Angus Maciver

Angus Maciver
Legislative Auditor
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Montana LegisLative audit division

Office of the Commissioner of Political 
Practices
For the Two Fiscal Years Ended June 30, 2016

noveMber 2016 16-21 report suMMary

The Office of the Commissioner of Political Practices reported acting on 
197 complaints in the period from January 1, 2013, to November 2, 2016. Of 
these complaints, 84  have been dismissed, 57 have negotiated settlements, 
23 are in active district court enforcement proceedings, 30 are in settlement 
litigation negotiation, and 3 have been decided by court verdict. The report 
discusses recommendations to improve internal controls for proper recording 
of financial transactions and to complete examinations of campaign reports 
after each election in compliance with state law.

Context
The Office of the Commissioner of Political 
Practices (office) is responsible for enforcing 
campaign and lobbying disclosure laws, 
and code of ethics laws for state officials and 
employees. It performs these duties through 
review of campaign and political committee 
expenditure reports, investigations of campaign 
finance and disclosure cases, registration of 
lobbyists and principal expenditure tracking, 
and formal ethics complaint proceedings.

Office operations are funded through General 
Fund appropriation. The office reported General 
Fund expenditures of $684,354 and $707,174 
in fiscal years 2016 and 2015, respectively. In 
fiscal year 2015, the office expended $137,732 
to complete the development of its online 
reporting system to enhance the availability of 
expenditure reports for political candidates and 
committees to the public.

Our audit work included review of lobbyist 
registration fees, office expenditures, and 
compliance with state laws and state accounting 
policy. It also included reviewing the overall 

We found the office had implemented control 
procedures to allocate revenue from multi-year 
licenses between fiscal years, improved 
revenue estimation, and corrected balance 
errors from previous years. The office can 
improve controls over recording expenditure 
transactions that are outside usual operations 
and review of adjusting journal entries. The 
report discusses compliance with the legal 
requirement to examine candidate reports 
after each election.

reasonableness of the financial schedule 
presentation and note disclosures.

Results

Recommendation Concurrence

Concur 2

Partially Concur 0

Do Not Concur 0

Source: Agency audit response included in 
final report.

For a complete copy of the report (16-21) or for further information, contact the 
Legislative Audit Division at 406-444-3122; e-mail to lad@mt�gov; or check the web site at 

http://leg�mt�gov/audit
Report Fraud, Waste, and Abuse to the Legislative Auditor’s FRAUD HOTLINE

Call toll-free 1-800-222-4446, or e-mail ladhotline@mt�gov�

FinanciaL-coMpLiance audit
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Chapter I – Introduction

Introduction
We performed a financial-compliance audit of the Office of the Commissioner of 
Political Practices (office) for the two fiscal years ended June 30, 2016. The objectives 
of the audit were to:

1. Obtain an understanding of the office’s control systems to the extent 
necessary to support our audit of the office’s financial schedules and, if 
appropriate, make recommendations for improvements in management and 
internal controls of the office.

2. Determine whether the office complied with selected laws and regulations.
3. Determine the implementation status of audit recommendations made in 

the previous audit.
4. Determine the reasonableness of the office’s financial schedules for each of 

the two fiscal years ended June 30, 2016.

This report contains two recommendations to the office relating to internal controls over 
financial reporting and compliance with state law requiring post-election examination 
of candidate reports. Our audit work included review of lobbyist registration fees, 
selected legal and information system contract expenditures, and compliance with state 
law and state accounting policy. It also included reviewing the overall reasonableness of 
the financial schedule presentation and note disclosures.

Background
The Governor appoints the Commissioner of Political Practices to a six-year term, 
subject to confirmation by the senate. A four-member selection committee submits a 
list of two to five names of individuals to the Governor for consideration. The selection 
committee is comprised of: the speaker of the house, the president of the senate, and 
the minority floor leaders of both houses of the legislature. The commissioner can only 
serve one term. If for any reason a vacancy occurs in the position of commissioner, 
a successor shall be appointed within 30 days to serve out the unexpired term. The 
current commissioner was appointed in 2013, and confirmed by a majority of the 
senate in the 2015 Legislature.

The primary duties of the commissioner include:
1. Facilitating disclosure of financial contributions to and expenditures of 

candidates and political committees.
2. Facilitating registration of lobbyists and monitoring expenditures made by 

principals. Principals are defined as any business, association, government 
agency or others who pay lobbyists to work on their behalf.

1
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3. Inspection of reports of candidates, political committees, lobbyists, and 
principals for compliance with Montana laws.

4. Monitoring and enforcing Montana’s Code of Ethics for public officers, 
public employees, and legislators.

5. Investigating legitimate complaints of alleged violations of campaign finance 
and practice laws, lobbying laws, and ethics laws.

The office had 7.0 full-time employees for the fiscal year ending June 30, 2016.

Campaign Complaint Decisions
The office investigates complaints of illegal campaign practices and issues decisions 
regarding the complaints. The status of office decisions made in the past four years is 
summarized in the table below. As of November 2, 2016, the complaint docket listed 
only three complaints awaiting an office decision.

Table 1
Commissioner of Political Practices Campaign Complaint Decision Resolution

January 1, 2013, to November 2, 2016

Resolution Status 2013 2014 2015 2016 Total

Dismissed 15 35 9 25 84

Settlement - Final 12 25 10 10 57

Settlement - Negotiation in Progress 10 4 16 30

Litigation 10 13 23

Judgment via Verdict 3 3

Annual Total 37 86 23 51 197

Source: Compiled by the Legislative Audit Division from unaudited Commissioner of 
Political Practices website reports.

Prior Audit Recommendation
The prior audit for the two fiscal years ended June 30, 2014, contained one 
recommendation to the office pertaining to internal control over transaction processing 
and financial reporting. The office partially implemented this recommendation 
by implementing a procedure to allocate multi-year license revenue over multiple 
accounting periods and improving revenue estimates in fiscal year 2016. The office 
also corrected fund equity errors from prior periods. Further discussion of control 
improvements to prevent accounting errors occurs on page 5.

2 Montana Legislative Audit Division



Chapter II – Findings and Recommendations

Financial Transaction Controls

The office can reduce the risk of material misstatements in financial reporting 
and errors on its financial records by following its current internal control 
policy and identifying high risk transactions for specific oversight�

Section 17-1-102(4), MCA, requires the Office of the Commissioner of Political 
Practices (office) to input all transactions before the end of the year that are necessary 
to present receipt, use, and disposition of all money and property, for which it is 
accountable, in accordance with generally accepted accounting principles. The office 
recorded three transactions in fiscal year 2015 that caused a modified audit opinion on 
the financial schedules, as reported on page A-1. 

Transaction Errors
The office changed the expenditure classification of its computer system development 
project, adjusted expenditures from operating expenses to capital outlays without 
supporting documentation, and entered duplicate estimates for lobbyist license and 
permit revenue. Each of these errors could have been detected through review of 
support for the transaction.

 � The office received a $502,400 appropriation in the capital projects fund for 
development of an online reporting system. In fiscal year 2014-15, the office 
recorded $137,732 in expenditures for the system to contract payments, a 
building construction expense account. As a result, the costs associated with 
the system development were reported as Capital Outlay - Buildings on the 
office’s Schedule of Total Expenditures for the fiscal year ended June 30, 
2015. In the previous year, the office correctly recorded $343,610 in capital 
projects fund expenditures as intangible assets. The office employee in charge 
of the accounting function noted the account name, contract payments, but 
did not notice its classification under buildings. The result of the change, 
from an appropriate account for a software development project to one 
associated with buildings caused a misleading presentation on the Schedule 
of Total Expenditures in fiscal year 2015. 

 � Section 17-2-102(1)(c), MCA, states in part, that the capital projects fund 
type accounts for financial resources to be used for the acquisition or 
construction of major capital facilities. The office charged $17,080 to the 
capital projects fund in fiscal year 2015 and reduced other services in the 
General Fund by a similar amount. The adjusting document did not have 
information to support the inclusion of the costs in the capital projects fund. 
Several office staff said both the Department of Administration and office 
employees were involved in the testing function for the project. However, the 
account reduced in the General Fund was a contracted service account. As 

3
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a result of this unsupported adjustment, Capital projects Fund expenditures 
were overstated and General Fund expenditures were understated by $17,080 
in fiscal year 2015.

 � The office recorded revenue estimates for Lobbyist Licenses and Permits 
in two accounts for fiscal year 2015, creating an estimate more than twice 
the expected value of the actual amount for this revenue class. Although 
this double entry had been reported in the previous audit, the office did not 
correct the fiscal year 2015 revenue estimate.

Internal Control Design
The Department of Administration provides guidance in the Montana Operations 
Manual to assist agencies in designing controls and recording transactions. As required 
by state accounting policy, the office has written policies and procedures addressing 
internal controls for accounting. These control policies state that internal control 
systems should be supervised and designate the Commissioner and Program Supervisor 
as the responsible parties. Among the supervision procedures listed in the policy 
are systematically reviewing each other’s work to the extent necessary and regularly 
reviewing appropriate reports. The policies also state that all transactions must be 
supported by appropriate documentation and transactions must be authorized. The 
office policy specifies that the supporting documentation should indicate the reason 
for the transaction and the transaction amount should be clearly evident or easily 
verified upon recalculation. Use of these procedures could have detected and prevented 
the errors discussed above. 

To more efficiently apply control procedures, office management should consider 
identifying specific procedures for transactions with a higher known risk of material 
errors such as initiating the use of new accounts, adjusting journal entries, revenue 
estimates, and accruals.

Recommendation #1

We recommend the Office of the Commissioner of Political Practices: 

A. Follow established procedures for documentation and review of 
accounting transactions set by the office’s internal control document.

B. Identify specific high risk transactions and the control procedures to 
address them in the office internal control document. 

4 Montana Legislative Audit Division



Examination of Post-Election Reports

The office should conduct examinations of post-election reports as required by 
state law�

Section 13-37-123, MCA, requires the commissioner to examine and compare each 
statement or report filed with the office within 120 days after the date of each election 
to determine whether the statement or report conforms to the provisions of the law. The 
statute states the examination shall include a comparison of all reports and statements 
received by the commissioner pursuant to the requirements of this chapter and permits 
the commissioner to investigate the source and authenticity of any contribution or 
expenditure listed in these reports. The office has not complied with this statute.

The commissioner said his staff has concentrated on clearing the complaint docket, 
litigating actions based on the complaints, and implementing an on-line reporting 
system where reports are available to the public in real time. The office has not had 
the resources to audit the details of post-election reports. Office personnel said office 
records did not contain evidence the office has conducted these examinations in past 
periods.

To determine the potential impact of auditing the details of post-election reports, we 
reviewed the requirements of 13-37-240, MCA. This law states that in disposing of 
the surplus funds, a candidate may not contribute the funds to another campaign, 
including the candidate’s own future campaign, or use the funds for personal benefit. 
We also noted that these examinations permit the commissioner request supporting 
documentation for individual transactions to determine whether candidates used 
campaign funds for uses allowed by state law. By conducting examinations of reports 
after each election, the commissioner could detect and deter improper use of surplus 
campaign funds.

The commissioner said the 2018-2019 biennium goals of the office include beginning 
examinations of reports from the 2016 elections on a sample basis and developing a 
systematic plan for report reviews for future election cycles.

Recommendation #2

We recommend the Office of the Commissioner of Political Practices conduct 
examination of post-election reports as required by state law. 
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Independent Auditor’s Report

The Legislative Audit Committee
of the Montana State Legislature:

Introduction
We have audited the accompanying Schedules of Changes in Fund Equity, Schedules of Total 
Revenues, and Schedules of Total Expenditures of the Office of the Commissioner of Political Practice 
(office) for each of the fiscal years ended June 30, 2016, and 2015, and the related notes to the financial 
schedules.

Management’s Responsibility for the Financial Schedules
Management is responsible for the preparation and fair presentation of these financial schedules in 
accordance with the regulatory format prescribed by the Legislative Audit Committee, based on the 
transactions posted to the state’s accounting system without adjustment; this responsibility includes 
recording transactions in accordance with state accounting policy; and designing, implementing, 
and maintaining internal controls relevant to the preparation and fair presentation of the financial 
schedules that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility 
Our responsibility is to express opinions on these financial schedules based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial schedules are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial schedules. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial schedules, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal controls relevant to the office’s 
preparation and fair presentation of the financial schedules in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the office’s internal control, and accordingly, we express no such opinion. An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
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significant accounting estimates made by management, as well as the overall presentation of the 
financial schedules. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions.

Basis for Adverse Opinions on U.S. Generally Accepted Accounting Principles 
As described in Note 1, the financial schedules are prepared from the transactions posted to the state’s 
primary accounting system without adjustment, in the regulatory format prescribed by the Legislative 
Audit Committee. This is a basis of accounting other than accounting principles generally accepted 
in the United States of America. The financial schedules are not intended to, and do not, report assets 
and liabilities. 

The effects on the financial schedules of the variances between the regulatory basis of accounting 
described in Note 1 and accounting principles generally accepted in the United States of America, 
although not reasonably determinable, are presumed to be material.

Adverse Opinions on U.S. Generally Accepted Accounting Principles 
In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinions 
on U.S. Generally Accepted Accounting Principles” paragraph, the financial schedules referred to 
above do not present fairly, in accordance with accounting principles generally accepted in the United 
States of America, the financial position of the office as of June 30, 2016, and 2015, or changes in 
financial position for the years then ended.

Basis for Qualified Opinion on Regulatory Basis of Accounting
The office recorded $137,732 of system software improvements in the incorrect account code on the 
state’s accounting records in the fiscal year ended June 30, 2015. As a result, these expenditures were 
reported as Capital Outlay- Buildings instead of Equipment and Intangible Assets on the Schedule of 
Total Expenditures for the fiscal year ended June 30, 2015.

The office posted an adjustment to increase expenditures in the Capital Projects Fund by $17,080 and 
decrease other services expenditures in the General Fund by the same amount without documentation 
supporting the connection of the costs with the software development project. As a result, Other 
Services, Total Operating Expenses, and General Fund expenditures are understated by $17,080, and 
Capital Outlay and Capital Projects Fund expenditures are overstated by $17,080 on the Schedule of 
Total Expenditures for the fiscal year ended June 30, 2015. Total expenditures are not affected.

Beginning fund equity balances for the General Fund and the State Special Revenue Fund on the 
Schedule of Changes in Fund Equity for the fiscal year ended June 30, 2015, reflect understatements of 
$36,874 and $38,150, respectively, from previous periods due to multi-year license revenue recognition 
errors.
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Revenue estimates reported on the Schedule of Total Revenues for the fiscal year ended June 30, 2015, 
included duplicated entries, which resulted in overstatements of estimated revenues in the General 
Fund and State Special Revenue Fund of $22,500 and $45,000, respectively.

Qualified Opinion on Regulatory Basis of Accounting
In our opinion, except for the effects of the matters described in the “Basis for Qualified Opinion” 
paragraph, the Schedule of Changes in Fund Equity, Schedule of Total Revenues, and Schedule of 
Total Expenditures present fairly, in all material respects, the results of operations and changes in fund 
equity of the Office of the Commissioner of Political Practices for the fiscal year ended June 30, 2015, 
in conformity with the basis of accounting described in Note 1.

Unmodified Opinions on Regulatory Basis of Accounting
In our opinion, the Schedule of Changes in Fund Equity, Schedule of Total Revenues, and Schedule of 
Total Expenditures present fairly, in all material respects, the results of operations and changes in fund 
equity of the Office of the Commissioner of Political Practices for the fiscal year ended June 30, 2016, 
in conformity with the basis of accounting described in Note 1.

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated October 28, 
2016, on our consideration of the office of the Commissioner of Political Practices’ internal control 
over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope 
of our testing of internal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on internal control over financial reporting or on compliance. That 
report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the office’s internal control over financial reporting and compliance. 

Respectfully submitted,

/s/ Cindy Jorgenson

Cindy Jorgenson, CPA
Deputy Legislative Auditor
Helena, MT

October 28, 2016
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General Fund
State Special 

Revenue Fund
Capital Projects 

Fund
FUND EQUITY: July 1, 2015 $ (58,406) $ (32,625) $ (10,314)

ADDITIONS
  Budgeted Revenues 24,020 22,950
  Direct Entries to Fund Equity 708,202 (1,200) 10,314
Total Additions 732,222 21,750 10,314

REDUCTIONS
  Budgeted Expenditures 686,157
  Nonbudgeted Expenditures (860)
  Prior Year Expenditures Adjustments (944)
Total Reductions 684,353 0 0

FUND EQUITY: June 30, 2016 $ (10,537) $ (10,875) $ 0

This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. 
Additional information is provided in the notes to the financial schedules beginning on page A-11.

COMMISSIONER OF POLITICAL PRACTICES
SCHEDULE OF CHANGES IN FUND EQUITY

FOR THE FISCAL YEAR ENDED JUNE 30, 2016
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General Fund
State Special 

Revenue Fund
Capital Projects 

Fund
FUND EQUITY: July 1, 2014 $ (57,057) $ (55,138) $ (85,760)

ADDITIONS
  Budgeted Revenues 20,958 21,525
  Direct Entries to Fund Equity 684,867 988 213,178
Total Additions 705,825 22,513 213,178

REDUCTIONS
  Budgeted Expenditures 692,013 137,732
  Prior Year Expenditures Adjustments 15,161
Total Reductions 707,174 0 137,732

FUND EQUITY: June 30, 2015 $ (58,406) $ (32,625) $ (10,314)

This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. 
Additional information is provided in the notes to the financial schedules beginning on page A-11.

COMMISSIONER OF POLITICAL PRACTICES
SCHEDULE OF CHANGES IN FUND EQUITY

FOR THE FISCAL YEAR ENDED JUNE 30, 2015
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General Fund
State Special 

Revenue Fund Total
TOTAL REVENUES BY CLASS
  Licenses and Permits $ 11,475 $ 22,950 $ 34,425
  Charges for Services 38 38
  Fines and Forfeits 12,507 12,507
Total Revenues 24,020 22,950 46,970
Actual Budgeted Revenues 24,020 22,950 46,970
  Estimated Revenues 19,300 22,000 41,300
Budgeted Revenues Over (Under) Estimated $ 4,720 $ 950 $ 5,670

BUDGETED REVENUES OVER (UNDER) ESTIMATED BY CLASS
  Licenses and Permits $ 475 $ 950 $ 1,425
  Charges for Services (262) (262)
  Fines and Forfeits 4,507 4,507
Budgeted Revenues Over (Under) Estimated $ 4,720 $ 950 $ 5,670

This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. 
Additional information is provided in the notes to the financial schedules beginning on page A-11.

COMMISSIONER OF POLITICAL PRACTICES
SCHEDULE OF TOTAL REVENUES

FOR THE FISCAL YEAR ENDED JUNE 30, 2016
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General Fund
State Special 

Revenue Fund Total
TOTAL REVENUES BY CLASS
  Licenses and Permits $ 10,763 $ 21,525 $ 32,288
  Charges for Services 12 12
  Fines and Forfeits 10,184 10,184
Total Revenues 20,958 21,525 42,483
Actual Budgeted Revenues 20,958 21,525 42,483
  Estimated Revenues 50,300 68,100 118,400
Budgeted Revenues Over (Under) Estimated $ (29,342) $ (46,575) $ (75,917)

BUDGETED REVENUES OVER (UNDER) ESTIMATED BY CLASS
  Licenses and Permits $ (23,238) $ (46,575) $ (69,813)
  Charges for Services (1,289) (1,289)
  Fines and Forfeits (4,816) (4,816)
Budgeted Revenues Over (Under) Estimated $ (29,342) $ (46,575) $ (75,917)

This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. 
Additional information is provided in the notes to the financial schedules beginning on page A-11.

COMMISSIONER OF POLITICAL PRACTICES
SCHEDULE OF TOTAL REVENUES 

FOR THE FISCAL YEAR ENDED JUNE 30, 2015
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Administration Total
PROGRAM (ORG) EXPENDITURES

Personal Services
   Salaries $ 320,272 $ 320,272
   Employee Benefits 122,908 122,908
   Total 443,180 443,180

Operating Expenses
   Other Services 171,745 171,745
   Supplies & Materials 10,159 10,159
   Communications 11,651 11,651
   Travel 1,659 1,659
   Rent 34,995 34,995
   Other Expenses 10,964 10,964
   Total 241,173 241,173

Total Expenditures $ 684,353 $ 684,353

EXPENDITURES BY FUND

   General Fund $ 684,353 $ 684,353
Total Expenditures 684,353 684,353
   Less:    Nonbudgeted Expenditures (860) (860)
               Prior Year Expenditures Adjustments (944) (944)
Actual Budgeted Expenditures 686,157 686,157
 Budget Authority 711,941 711,941
Unspent Budget Authority $ 25,784 $ 25,784

UNSPENT BUDGET AUTHORITY BY FUND

  General Fund $ 4,726 $ 4,726
  Capital Projects Fund 21,058 21,058
Unspent Budget Authority $ 25,784 $ 25,784

This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. 
Additional information is provided in the notes to the financial schedules beginning on page A-11.

COMMISSIONER OF POLITICAL PRACTICES
SCHEDULE OF TOTAL EXPENDITURES

FOR THE FISCAL YEAR ENDED JUNE 30, 2016
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Administration Total
PROGRAM (ORG) EXPENDITURES 

Personal Services
   Salaries $ 321,140 $ 321,140
   Employee Benefits 125,655 125,655
   Total 446,795 446,795

Operating Expenses
   Other Services 186,508 186,508
   Supplies & Materials 21,196 21,196
   Communications 17,083 17,083
   Travel 583 583
   Rent 25,958 25,958
   Other Expenses 9,051 9,051
   Total 260,379 260,379

Capital Outlay
   Buildings 137,732 137,732
   Total 137,732 137,732

Total Expenditures $ 844,906 $ 844,906

EXPENDITURES BY FUND

   General Fund $ 707,174 $ 707,174
   Capital Projects Fund 137,732 137,732
Total Expenditures 844,906 844,906
   Less:   Prior Year Expenditures Adjustments 15,161 15,161
Actual Budgeted Expenditures 829,745 829,745
 Budget Authority 869,217 869,217
Unspent Budget Authority 39,472 $ 39,472

$
UNSPENT BUDGET AUTHORITY BY FUND

  General Fund 18,414 $ 18,414
  Capital Projects Fund $ 21,058 21,058
Unspent Budget Authority 39,472 $ 39,472

$
This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. 
Additional information is provided in the notes to the financial schedules beginning on page A-11.

COMMISSIONER OF POLITICAL PRACTICES
SCHEDULE OF TOTAL EXPENDITURES 

FOR THE FISCAL YEAR ENDED JUNE 30, 2015
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Office of Political Practices 
Notes to the Financial Schedules

For the Two Fiscal Years Ended June 30, 2016

1� Summary of Significant Accounting Policies

Basis of Accounting
The office uses the modified accrual basis of accounting, as defined by state accounting 
policy, for its Governmental fund category, (General, State Special revenue, Capital 
Projects Funds). In apply the modified accrual basis, the office records:

Revenues when it receives cash or when receipts are realizable, measurable, earned, and 
available to pay current period liabilities. 

Expenditures for Valid obligations when the office incurs the related liability and it 
is measurable, with the exception of the cost employees’’ annual and sick leave. State 
accounting policy requires the office to record the cost of employees’ annual sick leave 
when used or paid.

Expenditures and expenses may include entire budgeted service contracts even though 
the office receives the services in a subsequent fiscal year; goods ordered with a purchase 
order before fiscal year-end, but not received as of fiscal year-end; and equipment 
ordered with a purchase order before fiscal year-end.

Basis of Presentation 
The financial schedule format was adopted by the Legislative Audit Committee. The 
financial schedules are prepared from the transactions posted to the state’s accounting 
system without adjustment. 

The office uses the following funds:

Governmental Fund Category 
 � General Fund – to account for all financial resources except those required 

to be accounted for in another fund. All appropriation authority for operation 
of the office is in the General Fund. 

 � State Special Revenue Fund – to account for two thirds of the proceeds 
of lobbyist licensing revenue collected under provisions of §5-7-103(1),(4), 
MCA. 

 � Capital Projects Fund – to account for financial resources used for 
acquisition or construction of major capital facilities. The office funds 
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appropriated by the 2013 Legislature in HB 10 to contract for development 
of an online reporting system so political candidates and committees could 
report their campaign finances electronically and the public could access 
the reported information in real time. The contractor completed work in 
the summer of 2014 and unspent authority of $21,058 was reported on the 
Schedules of Total Expenditures in both fiscal years ended June 30, 2016, 
and 2015.

2� General Fund Equity Balance
The negative fund equity balance in the General Fund does not indicate overspent 
appropriation authority. The Commissioner of Political Practices has authority to 
pay obligations from the statewide General Fund within its appropriation limits. The 
office expends cash or other assets from the statewide fund when it pays General Fund 
obligations. The office’s outstanding liabilities exceed the assets it has placed in the 
fund, resulting in negative General Fund balances for each of the fiscal years ended 
June 30, 2015, and 2016.

3� Direct Entries to Fund Equity
Direct entries to fund equity in the General, State Special Revenue, and Capital 
Projects Funds include entries generated by the state’s accounting system to reflect the 
flow of resources within individual funds shared by separate agencies. In the fiscal year 
ended June 30, 2015, direct entries also include adjustment to correct Beginning Fund 
Balance in the General Fund and State Special Revenue Fund for the effect of errors in 
previous fiscal years.

4� Capital Outlay
The capital outlay expenditures on the Schedule of total Expenditures for the fiscal year 
ended June 30, 2015 relate to development of an online reporting system, an intangible 
asset. The office recorded the costs in an account classified as capital outlay - buildings.
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Report on Internal Control Over Financial Reporting 
and on Compliance and Other Matters Based on an Audit 

of Financial Schedules Performed in Accordance with 
Government AuditinG StAndArdS 

The Legislative Audit Committee
of the Montana State Legislature:

We have audited, in accordance with the auditing standards generally accepted in the United States 
of America and the standards applicable to the financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the Schedules of Changes in 
Fund Equity Schedules of Total Revenues and Schedules of Total Expenditures of the Office of the 
Commissioner of Political Practices (office) for each of the fiscal years ended June 30, 2016, and 2015, 
and the related notes to the financial schedules, and have issued our report thereon dated October 28, 
2016. Our report includes modified opinions on the Schedule of Changes in Fund Equity, the Schedule 
of Total Revenue, and the Schedule of Total Expenditures for the fiscal year ended June 30, 2015. 

Internal Control Over Financial Reporting 
In planning and performing our audit of the financial schedules, we considered the office’s internal 
control over financial reporting to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinions on the financial schedules, but not for the 
purpose of expressing an opinion on the effectiveness of the office’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the office’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and 
correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination of 
deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial schedules will not be prevented, or detected and corrected on a timely basis. 
Our consideration of internal controls was for the limited purpose described in the first paragraph of 
this report and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. We consider matters listed below, in the aggregate, to constitute 
a material weakness in the operation of the office’s internal control. 

LEGISLATIVE AUDIT DIVISION
 
Angus Maciver, Legislative Auditor Deputy Legislative Auditors:
Deborah F. Butler, Legal Counsel Cindy Jorgenson
 Joe Murray

Room 160 • State Capitol Building • PO Box 201705 • Helena, MT • 59620-1705
Phone (406) 444-3122 • FAX (406) 444-9784 • E-Mail lad@mt.gov
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Summary of Deficiencies in Internal Control
Subject Type of Deficiency Page in 16-21 Report

Capital Outlay - Buildings
Material Weakness  Page # 5Unsupported Expenditure Adjustment

Duplicate Revenue Estimates

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the office’s financial schedules are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on 
the determination of financial schedule amounts. However, providing an opinion on compliance with 
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. 
The results of our tests disclosed no instances of noncompliance or other matters that are required to 
be reported under Government Auditing Standards.

Office of the Commissioner of Political Practice’s Response to Findings 
The office’s response to the findings identified in our audit are described on page C-1 of this report. 
The office’s response was not subjected to the auditing procedures applied in the audit of the financial 
schedules and, accordingly, we express no opinion on it. 

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the office’s internal control or on compliance. This report is an integral part of an audit performed 
in accordance with Government Auditing Standards in considering the office’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

Respectfully submitted,

/s/ Cindy Jorgenson

Cindy Jorgenson, CPA
Deputy Legislative Auditor
Helena, MT

October 28, 2016
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