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Report Summary

Department of Justice

Recommendation #1

Recommendation #2

This report documents the results of our financia-compliance audit
of the Department of Justice (Department) for the fiscal year ended
June 30, 2002. The previous audit report contained eight
recommendations. Of these, seven were implemented and one was
partidly implemented.

This report contains seven recommendations and two disclosure
issues. The issues discussed in this report include noncompliance
with state and federal laws and regulations related to federal cash
management, Y outh Justice Advisory Council operations, Highway
Patrol Retirement System contributions, Legal Services Division
persona services, cash controls, and revenue accruals. The
disclosure issues address Internal Service Fund fees not being
commensurate with cost and recreational vehicle registration fees.

We issued an unqualified opinion on the financial schedules
contained in this report. This means the reader can rely on the
presented financia information and the supporting data on the state's
accounting records.

The listing below serves as a means of summarizing the
recommendations contained in the report, the responses thereto, and
areference to the supporting comments.

We recommend the Department establish procedures to
ensure cash draws from the federal government are executed

in accordance with federal regulations and state law....................... 7

Department Response: Concur. See page B-3.

We recommend the Department work with the Office of
Budget and Program Planning to ensure Legal Services
Division positions are paid by the appropriate funding

Department Response: Concur. See page B-3.

Page S1



Report Summary

Recommendation #3

Recommendation #4

Recommendation #5

Recommendation #6

Recommendation #7

Page S2

We recommend the Y outh Justice Advisory Council
establish by-laws and practices that comply with federa law
and the EXECULIVE OFdEr .........c.veiveiiiiee e 10

Crime Control Division Response: Concur. See page B-5.

We recommend the Crime Control Division establish
procedures to:

A. Ensuretravel reimbursements comply with state law.

B. Obtain the Governor’s authorization to conduct meetings
outside Of HElenaL .........cooviiiiiiiii e 11

Crime Control Divison Response: Concur. See page B-5.

We recommend the Department work with the Department

of Administration to ensure state accounting policy resultsin

the proper and complete implementation of Generaly

Accepted Accounting PrinCiples. ........cccceveeeeiiiee e 12

Department Response: Concur. See page B-4.

We recommend the Department review cash controls utilized

by al Driver Exam Stations and Highway Patrol Division

offices and take appropriate measures to ensure compliance

with state law and POlICY.. .....oocueeiiiiiiiee e 14

Department Response: Concur. See page B-4.

We recommend the Crime Control Division, in consultation

with the Department of Administration, review federa

revenue accruals for compliance with state accounting policy

and process Necessary COrrecting eNtries. ... .ooevvvveeeeviieeeesiiiieeeens 15

Crime Control Divison Response: Concur. See page B-6.
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I ntroduction

Background

We performed a financial-compliance audit of the Department of
Justice (Department) for fiscal year 2001-02. The objectives of the
audit were to:

1. Determineif the Department complied with applicable state and
federal laws and regulations.

2. ldentify areas for improvement in the internal and management
controls of the Department.

3. Determineif the Department’ s financia schedules present fairly,
in accordance with state accounting policy, the results of its
operations for the fiscal year ended June 30, 2002.

4. Determine the implementation status of prior audit
recommendations.

In accordance with section 5-13-307, MCA, we anayzed and
disclosed the costs, if significant, of implementing the
recommendations made in this report. Areas of concern deemed not
to have a significant effect on the successful operations of the
Department are not specifically included in this report, but have been
discussed with management.

Asrequired by section 17-8-101(6), MCA, we analyzed the rates
charged and fund equity in the Department’s Internal Service Fund.
The Internal Service Fund contains the Agency Legal Servicesand
Bankruptcy Unit operations. We determined the charges for the
operations were not commensurate with costsin fiscal year 2001-02.
Our findings are reported on page 17.

The Attorney General, who is elected to serve afour-year term,
heads the Department. The Department’s primary functions are to
provide effective statewide law enforcement, legal services, and
public safety.

The Board of Crime Control (Board) is attached to the Department
for administrative purposes. The Board is composed of 18 members
gppointed by the Governor and confirmed by the Senate. The
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Page 2

Board's operations are presented in the Department’ s financial
schedules as the Justice System Support Service Program.

The Y outh Justice Advisory Council (Council) was established by
Executive Order. The Council is responsible for administration and
implementation of the federal Juvenile Justice and Delinquency
Prevention Act of 1974. The Council aso advises the Governor,
Board, and the Legidature on policy matters and legidation related
to juvenile justice, juvenile delinquency, and compliance with
federal regulations. The Council’s operations are also presented in
the Department’ s financia schedules as part of the Justice System
Support System Program.

The Department’ s divisions are described below.

Legal Services - provides lega research and analysis for the
Attorney General; legal counsel for state government and state
officias, bureaus, and boards; legal assistanceto loca governments;
legal assistance, training, and support for county prosecutors;
assistance through the office of victim services and restorative
justice; and legal advice and support for al state agencies. The
Natural Resource Damage Litigation Program, which conducts
litigation of claims arising from damages to natural resources in the
Clark Fork River Basin between Butte and Milltown, operates in this
divison. Also included is the Bankruptcy/Collection Unit, which
collects money due the state, with emphasis on bankruptcy cases.

Gambling Control - licenses and regulates gambling activities and
enforces gambling laws in the state of Montana. The division
collects license fees, gambling taxes, and investigates applications
and complaints relating to a coholic beverage licensing.

Motor Vehicle - administers vehicle registration and driver licensing.
The Title and Registration Bureau in Deer Lodge is part of this
divison.
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Highway Patrol - enforces commercia vehicle regulations and
genera traffic laws, investigates accidents and auto thefts, inspects
vehicles, and provides motorist assistance.

Crimina Investigation - includes the administration, management,
and coordination of crimina investigative services and training
performed by the Investigations Bureau, the Narcotics Bureau, the
Fire Prevention and Investigation Bureau, and the Law Enforcement
Academy Bureau. Investigators conduct criminal investigations of
homicide, fraud, robbery, assault, corruption, arson, organized crime,
computer crime, dangerous drug activity, and other felony crimes.

Central Services - provides centralized accounting, administrative,
budgetary, personnel, payroll, and fiscal support for the Department.
The division aso oversees the County Attorney Payroll Program.
Effective with fiscal year 2001-02, the Extradition and
Trangportation of Prisoners Program was transferred to the
Governor’s Office.

Information Technology Services - provides afull range of services
for the Department of Justice and the criminal justice community.
The division maintains several statewide criminal justice systems,
including the state crimina history records system and the state
criminal justice information network that links law enforcement
agencies in Montana with various state, regional and nationa
crimina justice databases. It also maintains several non-criminal
justice computer systems, including the Vehicle Title and
Registration System and the Driver Control System. The division
provides project management for the Crimina Justice Information
Services Project and the Motor Vehicle Information Technology
System Project.

Forensic Sciences - performs scientific analyses of evidence
submitted by law enforcement officials, coroners, and state agencies,
promotes forensic science training and scientific criminal
investigations in the state and manages a statewide system of death
investigations.
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Settlements Handled by
the Department

Natural Resource Damage
Litigation Program

Tobacco Settlement

Page4

Crime Control - prepares and implements an annual plan for
strengthening Montana' s crimina and juvenile justice systems. The
division provides support servicesto criminal justice agencies such
as peace officer certification, data collection, and research. The
division is aso responsible for the administration of various state and
federa programs to help reduce crime and compensate its victims.

The Natural Resource Damage Litigation Program oversees the
environmental restoration litigation in the Clark Fork River Basin.
The litigation expenses were funded with money loaned from the
Cod Tax Trust Fund by the state’s Board of Investments.

On June 26, 1998, the Department received $15 million from ARCO
for adminigtrative, scientific, and legal costs associated with the
litigation. In July 1999, the Department received an additional $129
million settlement to be used for environmental restoration work.
The dtate has an outstanding claim against ARCO for an additional
$200 million, which has not been resolved. The Natural Resource
Damage Litigation Program administers environmental restoration
contracts to assure the terms of the settlement are followed.

The state of Montana may receive an estimated $920 million over 25
years as party to a settlement agreement with seven tobacco
companies. The total amount of tobacco settlement funds available
will be affected by a number of adjustments, including inflation and
sales volume changes contained in the master settlement agreement.
In November 2000, Montana voters approved a referendum which
requires 40 percent of the settlement money received on or after
January 1, 2001, to be placed in atrust fund to pay expenses of
tobacco use prevention programs as a means to reduce health care
costs. The remaining 60 percent is deposited in the General Fund.
The state of Montana received settlement payments totaling
$31,079,018 in fiscal year 2001-02. The Department deposited
$18,647,411 of tobacco settlement receipts in the General Fund and
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Prior Audit
Recommendations

the remaining $12,431,607 was deposited in the Tobacco Settlement
Trust Fund.

In November 2002, Montana voters approved a referendum
modifying the allocation of the Tobacco Settlement funds.
Beginning July 1, 2003, the funds are to be distributed as follows:

» 40 percent isto be placed in the trust fund.

» 32 percent in the State Specia Revenue Fund for a Statewide
Tobacco Prevention Program and the Tobacco Prevention
Advisory Board.

» 17 percent in the State Specid Revenue Fund as matching funds
for the Children’ s Health Insurance Program and to fund
programs of the comprehensive health association.

» 11 percent to the General Fund.

If signed by the Governor, Senate Bill 485 from the 2003 Legidature
will temporarily modify the restrictions placed on the use of the
Tobacco Settlement funds through the November 2002 referendum.

Our office performed the Department’ s financial-compliance audit
for the two fiscd years ended June 30, 2001. The report contained
eight recommendations. The Department implemented seven
recommendations and partialy implemented one recommendation
related to compliance with federal cash management requirements
for the Medicaid Fraud Control Unit. Thisissueis addressed on
page 7 of this audit report.
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Findings and Recommendations

Medicaid Fraud Control
Unit Cash Management

The state receives afedera Medicaid fraud control grant asa
required element of the federal Medicaid program. The state
Department of Public Health and Human Services administers the
Medicaid program. The Department of Justice operates the federal
Medicaid Fraud Control Unit (unit). The unit is charged with
identifying, investigating, and prosecuting potential fraud in the
Medicaid program.

To finance the unit, the Department executes cash draws from the
federal government on areimbursement basis. Federd regulations
require cash draws be based on expenditures incurred by the
program. In addition, section 17-2-108, MCA, requires expenditures
be applied against appropriated non-genera fund money whenever
possible before using general fund appropriations.

We noted inconsistent cash draws in relation to expenditures for the
unit during fiscal year 2001-02. Some federal cash draws exceeded
expenditures while other cash draws were less than actual
expenditures. In addition, the draws were not executed as often as
alowed. By drawing funds in this fashion the Department is
dternately out of compliance with federal regulations and state law.
Department personnel modified cash draw proceduresin March
2002, improving compliance with federal regulations and state law.

Recommendation #1

We recommend the Department establish proceduresto ensure
cash draws from the federal gover nment are executed in

accor dance with federal regulations and state law.

Legal ServicesDivision
Personal Services

Agency Legal Services
Internal Service Fund

The Legal Services Division provides lega servicesfor the state of
Montana. During the audit, we identified two instances where
personal services expenditures for division staff were not charged to
the appropriate fund. The following paragraphs discuss our findings.

During fiscal year 2001-02, the Department charged the personal
services expenditures for two Appellate Lega Services Bureau
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Findings and Recommendations

Gambling Control Division
Special Revenue Fund

Page8

employees to the Agency Lega Services Internal Service Fund.
According to Department officials, the two employees work about
haf-time providing support services to Agency Legal Services. The
remainder of their time isrelated to Appellate Lega Services Bureau
activities. Section 17-8-101, MCA, requires fees for the Interna
Service Fund to be commensurate with the cost of providing
sarvices. Charging the Agency Legal Services Interna Service Fund
for unrelated personal service expenditures inflates the true costs of
that program and may result in inflated charges to agencies utilizing
the services of the program. In addition, including these costsin
future rates will result in unallowable expenditures for agencies
utilizing these legal servicesin the administration of federal awards.
We estimate these unrelated personal service costs to be $28,500 for
fiscal year 2001-02.

As discussed in the disclosure issue on page 17 of this report, the
Department has historically been unable to maintain fees
commensurate with costsin its Internal Service Fund. This practice
compounds that problem.

During fiscal year 2001-02, the Department charged the personal
services expenditures for one Prosecution Services Bureau employee
to the Gambling Control Division Specia Revenue Fund.
Department officials indicated this employee works solely on
Prosecution Services Bureau activities and provides no support
services to the Gambling Control Division. Section 23-5-612, MCA,
establishes a state specia revenue fund for the purpose of
administering the gambling control function. Prosecution Services
Bureau operations do not benefit the gambling control function and
should not be charged to the Gambling Control Division Special
Revenue Fund. We estimate the unrelated persona service costs to
be $28,777 for fisca year 2001-02.

According to Department personnel, these employees are budgeted
from the Internal Service and State Special Revenue Funds.
Department personne indicated their requests to budget the positions
from the General Fund have been denied by the Office of Budget &
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Program Planning because there are insufficient General Fund
resources. We believe the persona services expenditures should be
paid by the program receiving the related benefit in order to comply
with state law. The Department should work with the Office of
Budget and Program Planning to ensure division employees are paid
from the appropriate funding source.

Recommendation #2

We recommend the Department work with the Office of
Budget and Program Planning to ensure Legal Services
Division positions are paid by the appropriate funding sour ce.

Youth Justice Advisory
Council

Unauthorized Council
Member ship

The Y outh Justice Advisory Council (Council) was established
through Executive Order to comply with the federa Juvenile Justice
and Delinquency Prevention Act of 1974 (Act). The Act required
the state of Montanato create an advisory group with training,
experience, or specia knowledge in the prevention and treatment of
juvenile delinquency or the administration of juvenile justice in order
to receive certain federal grants. Under the Executive Order, the
Council is responsible for administering the juvenile justice federal
grants. During the audit, we reviewed Council operations. The
following paragraphs summarize concerns identified during our
review.

Under state law, the Governor is responsible for appointing the
members of the Council. Through Executive Order, the Governor
designated the Director of the Department of Corrections or his
designee as one of the members. We noted the following instances
where officia business was conducted by individuas not appointed
by the Governor.

» The Governor appointed a state employee as a representative of a
public agency dedling with high-risk youth and delinquency
prevention. Thisindividua subsequently accepted employment
in an unrelated position. Beginning in September 2002, another
state employee began participating in the Council meetings
instead of the appointed member. Department personnel
prepared a request for the Governor to appoint this individual to
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Findings and Recommendations

the Council. At the time of our audit, the appointment had not
been made. Department personnel were not aware of this
situation, but made a second request when we brought it to their
attention. The Governor appointed thisindividua to the Council
effective March 17, 2003.

» A state employee appointed by the Governor delegated his
responsibility as a council member to another individual. This
member represents educational services. Department personnel
indicated thisindividual consistently does not attend council
meetings.

Crime Control Division personnel indicated the by-laws adopted by
the Council provide each member with the authority to send another
individual on their behalf. We reviewed the by-laws and noted it
designates certain department directors as ex-officio, voting
members of the Council. The by-laws provide these ex-officio
members with the authority to designate other representatives.
Except for the Director of the Department of Corrections, the
by-laws conflict with the provisions of the Executive Order.

By alowing individuals not appointed by the Governor to participate
in Council meetings, Council operations are inconsistent with the
authority provided by state law to the Governor. In addition, the
Council placesitself in a position to be in noncompliance with the
Act, which designated the representation of the Council. We believe
the Council should establish by-laws and practices that are consistent
with federa law and the Executive Order.

Recommendation #3

Werecommend the Youth Justice Advisory Council establish
by-laws and practices that comply with federal law and the
Executive Order.

Unallowable Federal
Expenditures

Page 10

The Crime Control Division reimburses Council members for travel
costs incurred to participate in Council meetings. These
reimbursements are charged to the juvenile justice federal grant. To
be an alowable charge to a federal grant, the costs incurred must
comply with state law and regulation. We reviewed certain travel
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costs incurred by the Council and identified costs charged to federa
grants that are not allowable.

During fiscal year 2001-02, the Council conducted a meeting in
Great Falls. Section 2-15-122, MCA, prohibits advisory councils
from meeting outside of the city of Helena without the express prior
authorization of the Governor. Crime Control Division personnel
did not obtain prior authorization because they were not aware of the
requirement. The Crime Control Division expended a total of
$3,526 in travel costs for the instances described above.

The Crime Control Division should establish procedures to ensure
travel reimbursements are paid only to those individuals entitled to
reimbursement under state law. The Crime Control Division should
also establish procedures to obtain the Governor’s prior express
authorization to conduct meetings outside of Helena.

Recommendation #4
We recommend the Crime Control Division establish
proceduresto:

A. Ensuretravel reimbursements comply with state law.

B. Obtain the Governor’sauthorization to conduct meetings
outside of Helena.

Highway Patrol
Retirement System
Contributions

The Department is required to make contributions on behalf of its
highway patrol officers to the Highway Peatrol Officers Retirement
System, which is administered by the Public Employees’ Retirement
Board (PERB). The Department is required to pay a portion of these
contributions from the driver’ s license and duplicate driver’s license
feesit collects. In fiscal year 2001-02, the amount of contributions
paid from this source was $765,205. Based on a recommendation
from the Department of Administration and in accordance with state
accounting policy issued July 2, 2002, the Department recorded this
activity as atransfer-out on the state’' s accounting records.
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Findings and Recommendations

State law requires the Department to record its financial activity on
the state’ s accounting records in accordance with generally accepted
accounting principles (GAAP). The PERB isadiscretely presented
component unit of the state of Montana. This meansthe PERB isa
separate legal entity for financial reporting purposes. Because of this
relationship, GAAP requires the contributions paid to the PERB be
recorded as expenditures by the Department, rather than as transfers-
out. Accounting Entity Transfers are overstated and Personal
Services — Other expenditures are understated by $765,205 on the
Schedule of Total Expenditures and Transfers-Out for the fiscal year
ended June 30, 2002.

In response to thisissue, Department personnel requested
appropriation authority for the fiscal year 2004-05 biennium to alow
them to record these contributions as expenditures rather than
transfersout. We believe current state accounting policy does not
properly or completely implement current GAAP for transactions
between the state and its discretely presented component units and
that in addition to obtaining appropriation authority for the
expenditures, we believe the Department should work with the
Department of Administration to ensure state accounting policy
addresses current GAAP.

Recommendation #5

We recommend the Department work with the Department of
Administration to ensure state accounting policy resultsin the
proper and complete implementation of Generally Accepted
Accounting Principles.

Cash Controls

Page 12

The Department’s Driver Exam Stations and Highway Petrol
Division Offices collect cash from the public in the administration of
their duties. State and Department policy prescribe interna control
to be utilized in order to reduce the risk of theft or loss. Section
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Control Weaknesses

Cash Discrepancy

17-6-105, MCA, requires deposits be made daily when the
accumulated amount of coin and currency exceeds $100. State
policy also requires collections be appropriately secured.

During the audit, we reviewed cash collection procedures at three
collection sites and noted instances of non-compliance with
applicable state law and policy.

» The Missoula Driver Exam Station maintains a $150 cash
change fund. The fund is kept in an unlocked desk to which all
employees have unlimited access. Cash and currency received
during the day are held in the same unlocked desk until one of
the clerks trangports it to the bank in the evening for safekeeping.
The cash and currency are retrieved from the bank the following
morning, a which time the daily reconciliation is performed and
the deposit is prepared. The cash and currency is deposited in
the bank at the end of the second business day. On the day
procedures were observed, the office deposited $1,748.

» TheBillings Driver Exam Station also transports its daily
collections to the bank for safekeeping, retrieving the collections
from the bank the following morning in order to prepare the
reconciliation and deposit. The cash and currency is deposited in
the bank at the end of the second day. On the day procedures
were observed, the office deposited $888.

» The Missoula Highway Patrol Office uses a basket in an open
areato collect citations issued by highway patrol officers and
any bond received during the issuance of those citations. Even
though the office has alockbox available to it, the citations and
bond remain in the basket until it can be delivered to the
appropriate county offices.

During the course of the audit, Department personned informed us
that the Billings Driver Exam Station is unable to account for $75 in
petty cash. Infisca year 2001-02, two separate Driver Exam
Stations were operated in Billings. The two stations merged into one
operation in July 2002. In February 2003, station personnel
performed a reconciliation between the state’ s accounting records
and the petty cash on hand and identified the $75 cash discrepancy.
Department personnel indicated the office responsible for the cash
did not maintain sufficient records. Insufficient records created a
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Findings and Recommendations

Summary

control weakness limiting the Department’ s ability to determine
whether loss or theft of the cash has occurred.

Noncompliance with state law and policy requiring internal control
over cash limits the Department’ s ability to prevent or detect the loss
or theft of state moneys. Due to the amount of cash collected at
remote locations, we believe the Department should review the cash
controls utilized by &l Driver Exam Stations and Highway Petrol
Division Offices for the purpose of determining compliance with
state law and policy. Instances of noncompliance should be
immediately rectified to reduce the risk of loss or theft of state and
county revenues.

Recommendation #6

Werecommend the Department review cash controls utilized
by all Driver Exam Stations and Highway Patr ol Division
offices and take appropriate measures to ensure compliance
with state law and policy.

Revenue Accruals

Page 14

State accounting policy requires state agencies to accrue federal
revenue during the fiscal year-end period for revenue earned, but not
yet received from the federal government. We determined that
revenue accruas recorded by the Crime Control Division were not
processed in accordance with state accounting policy during fiscal
year 2001-02. The Federa Specia Revenue Fund ending fund
balance on the Schedule of Changes in Fund Balances for the fiscal
year ended June 30, 2002, is overstated by $19,093. We were unable
to conclusively determine whether revenues are overstated by the
same amount or if asset and liability accounts are also misstated.
Crime Control Division personnel indicated a misunderstanding
occurred regarding revenue accruals. We believe Crime Control
Division personnel, in consultation with the Department of
Administration, should review the fiscal year 2001-02 federal
revenue accruas for compliance with state policy. Correcting entries
should be processed to prevent the errors from compounding in
future fiscal years.



Findings and Recommendations

Recommendation #7
Werecommend the Crime Control Division, in consultation

with the Department of Administration, review federal revenue
accrualsfor compliance with state accounting policy and
Ppr ocess necessary correcting entries.
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Disclosure | ssues

I nternal Service Fund

Internal Service Fund Fees
Not Commensurate With

Costs

In accordance with section 17-8-101(6), MCA, we reviewed the rates
and the fund equity of the Department’s Internal Service Fund. The
following section discloses our findings.

The Department’s Agency Lega Services Bureau (ALS) and
Bankruptcy Unit operate as an Internal Service Fund. These
operations historically were recorded in separate funds, but were
combined during fiscal year 2001-02. ALS provides requested lega
services to state agencies and the Bankruptcy Unit collects money
due the state from bankruptcy cases.

From fiscal year 1993-94 through fiscal year 1996-97, ALS routinely
billed for and collected |ess revenue than the costs of its operations.
The imbalance of revenues and expenditures created a negative fund
balance of approximately $158,000 at June 30, 1997 for the
operation. Since June 30, 1997, revenues have consistently exceeded
expenditures by small margins. This reduced the negative ending
fund balance for ALS to $35,847 at June 30, 2001. AL S operated by
using inter-entity loans from the Highway Patrol Retirement Fund.
Through fiscal year 2000-01, the Bankruptcy Unit collected
sufficient revenue to cover the costs of its operations.

Department management requested, and the 2001 Legidature
approved, anincrease in feesfor ALS. Thisincrease in fees allowed
AL S to continue to collect revenues in excess of expenditures during
fiscal year 2001-02. The Bankruptcy Unit, however, was unable to
generate revenue sufficient to cover its costs during the same period.
Department personnel indicated thisis primarily dueto an
insufficient caseload. At June 30, 2002, the combined operations
had a negative ending fund balance of $2,147. Department
personnel believe the negative ending fund balance will increase by
June 30, 2003, due to the inability of the Bankruptcy Unit to generate
revenue.

Department personnel are taking measures to address the projected
deficit in the Interna Service Fund. In addition to requesting an
increase in the hourly rate from the 2003 Legidature, they are
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Disclosure I ssues

Recreational Vehicle
Registration Fees

Page 18

considering eliminating or restructuring the Bankruptcy Unit.
Because the Department is actively addressing this issue, we make
no recommendation at thistime. We will continue to monitor ALS
feesin future audits.

Chapter 574, Laws of 2001, modified the fees assessed for motor
vehicles registered with the Department. A registration fee of $3.50
was established on recreationa vehicles, which includes travel
trailers and motor homes. The legidation directs the recreationa
vehicle fee revenues be transferred from the General Fund to a state
specia revenue fund administered by the Department of Fish,
Wildlife & Parks for the benefit of state parks. Chapter 574, Laws of
2001, became effective duly 1, 2001.

During fiscal year 2002-03, Department personnel determined state
law includes the $3.50 recreationa vehicle fee in the motor home
and travel trailer registration fees as well as establishing it as a
separate fee. Asaresult, motor home and travel trailer owners were
charged the recreational vehicle fee twice for vehicles registered in
fiscal year 2001-02. Department personnel estimate the General
Fund received an additional $64,173 and $139,860 from motor home
and travel trailer registrations, respectively, during fiscal year
2001-02. We believe the excess chargesin fiscal year 2002-03 will
be similar to those in fisca year 2001-02.

Department personnel indicated they intend to seek alega opinion to
determine if the fees established by Chapter 574, Laws of 2001,
reflect the intent of the 2001 Legidature. The legal opinion will
determine whether the Department seeks additional legidlation or
continues to charge the fees established by Chapter 574, Laws of
2001. Because the Department isin the process of addressing the
duplication of fees, we make no recommendation at this time.
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LEGISLATIVE AUDIT DIVISION

QL= §
Scott A. Seacat, Legidative Auditor / I Deputy Legidative Auditors:
John W. Northey, Legal Counsel : Jm Pellegrini, Performance Audit
Tori Hunthausen, IS Audit & Operations
James Gillett, Financia-Compliance Audit

INDEPENDENT AUDITOR'S REPORT

The Legidative Audit Committee
of the Montana State L egidature:

We have audited the accompanying Schedule of Changes in Fund Balances, Schedule of Total Revenues
& Transfers-In, and Schedule of Total Expenditures & Transfers-Out of the Department of Justice for the
fiscal year ended June 30, 2002. The information contained in these financial schedulesisthe
responsibility of the Department's management. Our responsibility is to express an opinion on these
financia schedules based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial schedules are free of material misstatement. An audit includes examining,

on atest basis, evidence supporting the amounts and disclosures in the financia schedules. An audit also
includes ng the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial schedule presentation. We believe that our audit provides a reasonabe
basis for our opinion.

As described in note 1, the financial schedules are presented on a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America. The schedules are
not intended to be a complete presentation and disclosure of the Department’ s assets, liabilities and cash
flows.

In our opinion, the financial schedules referred to above present fairly, in al material respects, the results
of operations and changes in fund balances of the Department of Justice for the fiscal year ended
June 30, 2002, in conformity with the basis of accounting described in note 1.

Respectfully submitted,
(Sgnatureon File)

James Gillett, CPA
April 2, 2003 Deputy Legidative Auditor
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FUND BALANCE: July 1, 2001

ADDITIONS

Budgeted Revenues & Transfers-In
Nonbudgeted Revenues & Transfers-In

Prior Year Revenues & Transfers-In Adjustments
Direct Entries to Fund Balance

Total Additions

REDUCTIONS

Budgeted Expenditures & Transfers-Out
NonBudgeted Expenditures & Transfers-Out
Prior Year Expenditures & Transfers-Out Adjustments

Total Reductions

FUND BALANCE: June 30, 2002

DEPARTMENT OF JUSTICE

SCHEDULE OF CHANGES IN FUND BALANCES

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

State Special Federal Special Capital Enterprise Internal

General Fund Revenue Fund Revenue Fund Projects Fund Fund Service Fund

$ 10,598,544 $ 146,242,455 $ 281,248 $ 0 $ 0 $ (25,935)

168,600,420 6,942,115 14,996,620 1,404,672 1,254,041

36,577 12,941,232 74 1 99 10,028

40,144 4,561 (548,035) 25
(136,190,059) 16,437,720 627,487

32,487,082 36,325,628 14,448,659 1,404,673 627,586 1,264,094

25,600,058 23,751,479 14,553,953 1,308,666 665,823 1,203,351

33,346 3,478,020 70,311 27,020

96,248 (112,903) 1,077 9,935

25,729,652 27,116,596 14,555,030 1,308,666 736,134 1,240,306

$ 17,355,974 $ 155,451,487 $ 174,877 $ 96,007 $ (108,548) $ (2,147)

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-9.



DEPARTMENT OF JUSTICE

SCHEDULE OF CHANGES IN FUND BALANCES & PROPERTY HELD IN TRUST

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Special Internal Service
General Fund Revenue Fund Fund Agency Fund
FUND BALANCE: July 1, 2000 $ 2,746,879 $ 136,529,400 $ (56,182)
PROPERTY HELD IN TRUST: July 1, 2000 $ 4,065
ADDITIONS
Budgeted Revenues & Transfers-In 54,950,454 42,085,627 1,107,806
NonBudgeted Revenues & Transfers-In 5,181 16,444,160 718
Prior Year Revenues & Transfers-In Adjustments (75,317) (1,073,875) (514)
Direct Entries to Fund Balance (22,349,208) 16,422,460
Total Additions 32,531,110 73,878,372 1,108,010
REDUCTIONS
Budgeted Expenditure & Transfers-Out 24,781,396 59,734,567 1,074,068
NonBudgeted Expenditure & Transfers-Out 4,892,743 2,672
Prior Year Expenditure & Transfers-Out Adjustments (101,951) (743,241) 1,023
Reductions in Property Held in Trust 4,065
Total Reductions 24,679,445 63,884,069 1,077,763 4,065
FUND BALANCE: June 30, 2001 $ 10,598,544 $ 146,523,703 $ (25,935)
PROPERTY HELD IN TRUST: June 30, 2001 $ 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.



TOTAL REVENUES & TRANSFERS-IN BY CLASS
Licenses and Permits
Taxes
Charges for Services
Investment Earnings
Fines and Forfeits
Sale of Documents, Merchandise and Property
Miscellaneous
Other Financing Sources
Federal
Federal Indirect Cost Recoveries
Total Revenues & Transfers-In

Less: Nonbudgeted Revenues & Transfers-In

Prior Year Revenues & Transfers-In Adjustments

Actual Budgeted Revenues & Transfers-In
Estimated Revenues & Transfers-In

Budgeted Revenues & Transfers-In Over (Under) Estimated

BUDGETED REVENUES & TRANSFERS-IN OVER (UNDER) ESTIMATED BY CLASS

Licenses and Permits

Taxes

Charges for Services

Investment Earnings

Fines and Forfeits

Sale of Documents, Merchandise and Property
Miscellaneous

Other Financing Sources

Federal

Federal Indirect Cost Recoveries

Budgeted Revenues & Transfers-In Over (Under) Estimated

DEPARTMENT OF JUSTICE

SCHEDULE OF TOTAL REVENUES & TRANSFERS-IN

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

State Special Federal Special Capital Enterprise Internal

General Fund Revenue Fund Revenue Fund Projects Fund Fund Service Fund Total
$ 102,879,210 $ 5,885,890 $ 108,765,100
43,648,377 25,349 $ 11 $ 1 $ 99 $ 117 43,673,954
2,774,855 1,323,944 100 1,254,066 5,352,965
12,021,964 36,744 12,058,708
18,782,322 116,510 18,898,832
249,975 249,975
241,036 73,114 314,150
45,631 441,137 1,404,672 9,912 1,901,351
14,411,804 14,411,804
55,735 55,735
168,677,141 19,887,908 14,448,659 1,404,673 99 1,264,095 205,682,574
36,577 12,941,232 74 1 99 10,028 12,988,011
40,144 4,561 (548,035) 25 (503,305)
168,600,420 6,942,115 14,996,620 1,404,672 0 1,254,041 193,197,867
159,201,026 7,122,205 19,724,671 2,500,000 1,250,000 189,797,902
$ 9,399,394 $ (180,090) % (4,728,051) $ (1,095328) % 0 $ 4,041 $ 3,399,966
$ 7,350,703 $ (197,150) $ 7,153,553
1,666,145 (3,096) 1,663,049
221,761 66,708 $ 100 $ 4,041 292,610
(79,306) (79,306)
89,069 (53,737) 35,332
29,999 29,999
18,698 26,048 44,746
12,284 (18,863) $ (1,095,328) (1,101,907)
(4,648,845) (4,648,845)
10,735 10,735
$ 9,399,394 $ (180,090) $ (4,728,051) $ (1,095,328) $ 0 $ 4,041 $ 3,399,966

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-9.



DEPARTMENT OF JUSTICE
SCHEDULE OF TOTAL REVENUES & TRANSFERS-IN
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Special Internal Service
General Fund Revenue Fund Fund Total
TOTAL REVENUES & TRANSFERS-IN BY CLASS

Licenses and Permits $ 14,749,494 $ 5,238,382 $ 19,987,876
Taxes 20,537,729 19,576,131 $ 98 40,113,958
Charges for Services 2,505,391 1,247,891 1,107,293 4,860,575
Investment Earnings 15,816,883 15,816,883
Fines and Forfeits 16,046,115 196,050 16,242,165
Sale of Documents, Merchandise and Property 793,757 793,757
Miscellaneous 187,560 174,130 361,690
Grants, Contracts, Donations and Abandonments 34,563 619 35,182
Other Financing Sources 7,544 1,007,700 1,015,244
Federal 14,164,182 14,164,182
Federal Indirect Cost Recoveries 52,728 52,728
Total Revenues & Transfers-In 54,880,318 57,455,912 1,108,010 113,444,240
Less: Nonbudgeted Revenues & Transfers-In 5,181 16,444,160 718 16,450,059
Prior Year Revenues & Transfers-In Adjustments (75,317) (1,073,875) (514) (1,149,706)
Actual Budgeted Revenues & Transfers-In 54,950,454 42,085,627 1,107,806 98,143,887
Estimated Revenues & Transfers-In 38,797,404 50,397,861 1,270,000 90,465,265
Budgeted Revenues & Transfers-In Over (Under) Estimated $ 16,153,050 $ (8,312,234) $ (162,194) $ 7,678,622

BUDGETED REVENUES & TRANSFERS-IN OVER (UNDER) ESTIMATED BY CLASS
Licenses and Permits $ 184,866 $ (3,502,976) $ (3,318,110)
Taxes (138,551) (449,947) (588,498)
Charges for Services (103,050) (296,557) $ (162,194) (561,801)
Investment Earnings (487,033) (487,033)
Fines and Forfeits 15,915,714 (121,899) 15,793,815
Sale of Documents, Merchandise and Property 571,969 571,969
Miscellaneous (278,170) 110,275 (167,895)
Federal 7,544 507,700 515,244
Federal Indirect Cost Recoveries (4,071,797) (4,071,797)
Budgeted Revenues & Transfers-In Over (Under) Estimated (7,272) (7,272)
$ 16,153,050 $ (8,312,234) $ (162,194) $ 7,678,622

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.



PROGRAM (SUBCLASS) EXPENDITURES & TRANSFERS-OUT

Personal Services
Salaries
Other Compensation
Employee Benefits
Personal Services-Other
Total

Operating Expenses
Other Services
Supplies & Materials
Communications
Travel
Rent
Utilities
Repair & Maintenance
Other Expenses
Goods Purchased For Resale
Total

Equipment & Intangible Assets
Equipment
Capital Leases-Equipment-Nonbudgeted
Intangible Assets
Total

Capital Outlay
Land & Interest In Land
Total

Local Assistance
From State Sources
Total

Grants
From State Sources
From Federal Sources
From Other Sources
Total

Benefits & Claims
To Individuals
Total

Transfers
Accounting Entity Transfers
Total

Debt Service
Bonds
Loans
Installment Purchases
Total

Total Expenditures & Transfers-Out

EXPENDITURES & TRANSFERS-OUT BY FUND

General Fund
State Special Revenue Fund
Federal Special Revenue Fund
Capital Projects Fund
Enterprise Fund
Internal Service Fund

Total Expenditures & Transfers-Out

Less: Nonbudgeted Expenditures & Transfers-Out

Prior Year Expenditures & Transfers-Out Adjustments

Actual Budgeted Expenditures & Transfers-Out

Budget Authority
Unspent Budget Authority

UNSPENT BUDGET AUTHORITY BY FUND

General Fund
State Special Revenue Fund
Federal Special Revenue Fund
Capital Projects Fund
Enterprise Fund
Internal Service Fund

Unspent Budget Authority

$
$

DEPARTMENT OF JUSTICE

SCHEDULE OF TOTAL EXPENDITURES & TRANSFERS-OUT

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

JUSTICE LAW
AGENCY CENTRAL COUNTY DIVISION OF EXTRADITION & FORENSIC GAMBLING HIGHWAY INFORMATION SYSTEM ENFORCEMENT LEGAL MOTOR
LEGAL SERVICES ATTORNEY CRIMINAL TRANSPORTATION OF SCIENCE CONTROL PATROL TECHNOLOGY SUPPORT ACADEMY SERVICES VEHICLE

SERVICES DIVISION PAYROLL INVESTIGATION PRISONERS DIVISION DIVISION DIVISION SERVICE SERVICE DIVISION DIVISION DIVISION Total

751,216  $ 526,028 $ 1421230 $ 2,644,092 $ 1,094,672  $ 1,607,475  $ 9,211,335 1,625938  $ 616,228 2,390,637 3,604,355  $ 25,493,207

978 900 431 2,309

181,954 140,797 213,592 747,665 262,219 442,852 3,551,351 417,704 157,183 976 574,351 1,104,343 7,794,987

27,020 70,311 97,331

960,190 666,825 1,634,822 3,391,757 1,356,891 2,121,616 12,762,686 2,043,643 774,311 976 2,965,419 4,708,698 33,387,834

153,474 74,409 673,629 113,788 519,213 1,843,955 2,113,905 245,848 108 785,996 2,295,541 8,819,866

18,136 89,796 403,394 262,127 34,916 1,533,328 362,417 49,744 4,250 87,893 214,417 3,060,418

12,108 44,214 127,749 23,547 74,125 247,617 43,600 26,666 106 64,041 625,155 1,288,928

12,927 1,728 141,643  $ (11,699) 34,226 30,284 513,969 112,232 67,494 109 65,413 76,336 1,044,662

33,059 37,884 228,608 536,930 185,820 321,600 74,134 80,010 1,209 135,248 482,520 2,117,022

69,180 16,445 10 6,778 2,227 16,686 111,326

5,358 2,458 100,916 46,925 23,157 386,961 14,216 838 (242) 14,278 93,498 688,363

11,083 22,116 123,530 32,108 18,847 180,828 61,023 26,104 3,000 111,480 47,915 638,034

26 26

246,145 272,605 1,868,649 (11,699) 1,066,096 886,372 5,035,036 2,783,754 496,730 8,540 1,264,349 3,852,068 17,768,645

146,862 52,270 309,485 1,558,933 35,144 7,016 (4,350) 2,105,360

33,345 33,345

5,500 5,500

152,362 52,270 309,485 1,558,933 35,144 7,016 (4,350) 33,345 2,144,205

2,067,673 2,067,673

2,067,673 2,067,673

1,911,495 139,471 2,050,966

1,911,495 139,471 2,050,966

1,059,194 1,059,194

9,782,438 9,782,438

10,000 10,000

10,841,632 10,000 10,851,632

804,398 804,398

804,398 804,398

9,912 765,205 81,800 856,917

9,912 765,205 81,800 856,917

64,250 64,250

6,855 6,855

14,593 4,566 1,815 513,472 (2,212) 2,499 148,276 683,009

78,843 4,566 1,815 513,472 (2,212) 2,499 155,131 754,114

1,216,247 $ 1,091,792 $ 1,634,822 $ 5391519 $ (11,699) 2,737,038 $ 4921298  $ 20,261,331 5376013  $ 12,119,689 2,954 7,229,483 8,715,897  $ 70,686,384

$ 419010 $ 1,634,822 $ 3456524  $ (11,699) $ 2,158,470  $ 380,790 $ 1,257,820 2,927,627  $ 1,804,455 3,204 3,481,779 8,216,850  $ 25,729,652

425,774 473,596 303,204 3,804,374 17,513,734 750,743 (250) 3,346,374 499,047 27,116,596

233,148 1,461,399 275,364 1,489,777 378,778 10,315,234 401,330 14,555,030

1,308,666 1,308,666

736,134 736,134

1,216,247 13,860 10,199 1,240,306

1,216,247 1,091,792 1,634,822 5,391,519 (11,699) 2,737,038 4,921,298 20,261,331 5,376,013 12,119,689 2,954 7,229,483 8,715,897 70,686,384

27,019 70,311 833,733 2,677,634 3,608,697

9,935 (1,444) 1,446 (11,699) 1,703 (59,623) 58,628 (17,020) 10,368 2,954 2,561 (3,452) (5,643)

1,179,293 1,093,236 1,634,822 5,390,073 0 2,735,335 4,910,610 19,368,970 5,393,033 12,109,321 0 4,549,288 8,719,349 67,083,330

1,227,942 1,673,764 1,652,054 5,804,729 2,843,329 9,303,714 25,922,439 9,038,015 14,745,899 5,013,410 10,382,394 87,607,689

48649 $ 580,528 $ 17,232 $ 414656 $ 0 $ 107,994 $ 4,393,104 $ 6,553,469 3644982  $ 2,636,578 0 464,122 1,663,045  $ 20,524,359

$ 176553  $ 17,232 $ 17,291 $ 6,684 $ 1 s 1 389 $ 22,573 127,658 114,862 $ 486,744

365,573 84,708 1 4,393,102 2,256,417 11,926 200,000 279,985 986,295 8,578,007

37,852 312,657 101,309 4,297,051 437,833 2,414,005 56,479 561,888 8,219,074

3,191,334 3,191,334

1 1

48,649 550 49,199

48649 $ 580,528 $ 17,232 $ 414656 $ 0 $ 107,994 $ 4393104 $ 6,553,469 3644982  $ 2,636,578 0 464,122 1,663,045  $ 20,524,359

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-9.



PROGRAM (SUBCLASS)EXPENDITURES & TRANSFERS-OUT

PERSONAL SERVICES
SALARIES
OTHER COMPENSATION
EMPLOYEE BENEFITS
PERSONAL SERVICES-OTHER
Total

Operating Expenses
Other Services
Supplies & Materials
COMMUNICATIONS
TRAVEL
Rent
UTILITIES
REPAIR & MAINTENANCE
OTHER EXPENSES
Total

Equipment & Intangible Assets
Equipment
INSTALLMNT PURCHASES-EQUIP-NB
Total

CAPITAL OUTLAY
LAND & INTEREST IN LAND
Total

LOCAL ASSISTANCE
FROM STATE SOURCES
Total

GRANTS
FROM STATE SOURCES
FROM FEDERAL SOURCES
Total

BENEFITS & CLAIMS
TO INDIVIDUALS
Total

TRANSFERS
ACCOUNTING ENTITY TRANSFERS
Total

Debt Service
BONDS
INSTALLMENT PURCHASES

Total Expenditures & Transfers-Out

EXPENDITURES & TRANSFERS-OUT BY FUND
General Fund
Special Revenue Fund
Internal Service Fund
Total Expenditures & Transfers-Out
Less:  Nonbudgeted Expenditures & Transfers-Out
Prior Year Expenditures & Transfers-Out Adjustments
Actual Budgeted Expenditures & Transfers-Out
Budget Authority
Unspent Budget Authority

UNSPENT BUDGET AUTHORITY BY FUND
General Fund
Special Revenue Fund
Internal Service Fund

Unspent Budget Authority

This schedule is prepared from the Statewide Accounting, Budgeting, and Human

DEPARTMENT OF JUSTICE

SCHEDULE OF TOTAL EXPENDITURES & TRANSFERS-OUT

FOR FISCAL YEAR ENDED JUNE 30, 2001

PROGRAM LAW
(SUBCLASS) AGENCY CENTRAL COUNTY DIVISION OF EXTRADITION FORENSIC GAMBLING HIGHWAY INFORMATION JUSTICE SYSTEM ENFORCEMENT LEGAL MOTOR
NOT LEGAL SERVICES ATTORNEY CRIMINAL & TRANSP SCIENCE CONTROL PATROL TECHNOLOGY SUPPORT ACADEMY SERVICES VEHICLE
SPECIFIED SERVICES DIVISION PAYROLL INVESTIGATION PRISONERS DIVISION DIVISION DIVISION SERVICES SERVICE DIVISION DIVISION DIVISION TOTAL
$ 2966 $ 667051 $ 506800 S 1,379,595 2,214,688 $ 1083001 $ 1523903 $ 8622370 $ 1358568 671,566 348254  $ 2320424  $ 3492428  $ 24,191,794
950
155,423 118,348 206,445 608,981 253,646 413,200 4,149,978 343,504 169,889 99,082 547,149 1,380,919
2672
822,474 625,238 586,040 823,669 1,336,737 1,937,410 12,772,348 1,702,162 842,405 447,336 2,867,692 4,873,347
145,621 268,185 326,026 39,255 55,064 683,733 1,520,402 571,877 263,673 320,381 1,287,889 2,059,670 7,541,776
100 14,611 33,115 184,105 21 51,815 1,822,763 426,432 53,751 133,152 70,126 246,338 3,254,753
29 12,393 10,464 88,875 72,195 178,644 41,368 35,647 23,746 56,739 557,573 1,102,686
15,211 18,850 119,600 170977 51,945 531,981 35,045 62,503 53,800 64,874 85,722 1,244,663
36,119 26,406 217,619 175,898 254,364 80,012 47,289 4773 127,695 501,298 2,008,032
119 21,883 5810 72,912 19,374 135,763
66,238 19,207 388,004 18,431 2,459 52,445 12,284 87,811 712,992
34,313 25,420 180,652 35,707 32,401 12,369 78,510 75,760 622,319
129 1,080,213 4,808,693 1,215,582 497,723 673,578 1698117 3,633,546
44,748 58,800 245,001 1,340,973 17,545 4,350
2,700
44,748 58,800 245,001 1340973
4,371,973
4,371,973
21,874,547 21,874,547
21,874,547 21,874,547
1,134,942 1,134,942
9,850,131 9,850,131
763,536 763,536
763,536 763,536
69,600 69,600
850 829 12,23 1649 148,276 496,831
850 829 81,823 1649 148,276 566,431
$ 5767 $_1063210  $_1099547  $_1586,040 4,021,021 210253 $_2554710  $24,892999  $10012014  $__ 3265202 13,088,737 1207087 $_8979431  $ 8655160 89,641,277
$ 303643 S 1586040 2,353,808 210253 $ 1915163 $ 673647 S 861802 §  2307.729 2,524,220 1054240  $ 2636784  $ 8252116  $ 24,679,445
$ 3,005 784,023 1,667,213 639,547 24,219,352 18,150,212 957,563 10,564,517 152,847 6,342,647 403,053 63,884,069
2672 $_1,063210 11,881 0 077,763
5,767 1,063,210 1,099,547 1,586,040 4,021,021 210,253 2,554,710 24,802,999 19,012,014 3,265,292 13,088,737 1,207,087 8,979,431 8,655,169 89,641,277
5,767 0 0 0 0 0 0 0 0 2,700 0 0 4,886,948 0 4,895,415
[ 1,023 108 636 2104 0 (3.123) (731,741) (143,122) 27,233 [ 905 75552 (5.744) (844,169)
0 1,062,187 1,099,439 1585404 4,018,917 210,253 2,557,833 25,624,740 19,155,136 3,235,359 13,088,737 1,206,182 4,084,931 8,660,913 85,500,031
0 1,176,895 1,335,735 1,630,606 4,173,019 210,255 2,613,730 34,232,807 20,112,407 3,480,487 16,422,499 1,257,737 4,514,869 8,777,502 99,938,548
$ 0 $__114708 $__ 236206 $__ 45202 154,102 2 55807 $_8,608067 $_ 957,271 $ 245,128 3,333,762 51555  $_ 429938 $_ 116589  $ 14,348,517
$ 129308 $ 45202 29,537 2§ 12306 $ 20067 $ 133200 $ 41,415 29,603 28208 $ 147603 $ 116589 $ 733310
106,897 124,565 43,501 8,588,000 823,981 193,499 3,304,069 23,347 282,335 13,490,284
$__ 114,708 1 10,214 124,923
$ 0 $__114708 $_ 236296 $___ 45202 154,102 2 $__55807 $_8608067 $__ 957271 $ 245,128 3,333,762 51555 $_ 429938 $_ 116589  $ 14,348,517
System ) without Additional is provided in the notes to the financial schedules beginning on page A-11.



Department of Justice
Notesto the Financial Schedules

1.

Summary of Significant
Accounting Policies

Basis of Accounting

The Department uses the modified accrual basis of accounting, as
defined by state accounting policy, for its Governmental fund category
(Generd, State Specia Revenue, Federal Special Revenue, and Capital
Projects) and certain liabilities of defined benefit pension plans and
certain post employment healthcare plans. 1n applying the modified
accrua basis, the Department records:

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

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

The Department uses accrud basis accounting for its Proprietary
(Enterprise and Interna Service) fund category. Under the accrual
basis, as defined by state accounting policy, the Department records
revenues in the accounting period earned when measurable and records
expenses in the period incurred when measurable.

Expenditures and expenses may include: entire budgeted service
contracts even though the Department receives the servicesin 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.
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Department of Justice

Notesto the Financial Schedules

Basis of Presentation

Governmental Fund
Category

Proprietary Fund
Category

Page A-10

The financia schedule format is in accordance with the policy of the
Legidative Audit Committee. The financial schedules are prepared
from the transactions posted to the state's accounting system without
adjustment.

Department accounts are organized in funds according to state law
applicable at the time transactions were recorded. The Department
usesthefollowing funds:

General Fund - to account for al financia resources except those
required to be accounted for in another fund.

State Special Revenue Fund - to account for proceeds of specific
revenue sources (other than major capital projects) that are legally
restricted to expenditures for specific purposes. Department State
Specia Revenue Funds account for Highway Patrol operations,
collections of gambling license revenues, and the Natural Resources
Damage Litigation Program.

Federal Special Revenue Fund - to account for money received from
federal sources used for the operation of state government.

Capital Projects Fund - to account for financial resources used for the
acquisition or construction of major capital facilities, other than those
financed by proprietary funds or trust funds. The Department uses this
fund to account for the costs related to devel oping the information
technology system authorized by Chapter 394, Laws of 2001, related to
the production and maintenance of motor vehicle title and registration
records and drivers’ license records.

Internal Service Fund - to account for the financing of goods or
services provided by one department or agency to other departments or
agencies of state government or to other governmental entitieson a
cost-reimbursement basis. The Department Internal Service Fund
includes the Agency Legal Services Bureau which provides requested
legal servicesfor other state agencies, and the Bankruptcy and
Collection Unit which provides bankruptcy and collection servicesto
state agencies.



Department of Justice
Notesto the Financial Schedules

2. General Fund Balance

3.

Direct Entriesto Fund
Balance

Reor ganizations

Gambling Control

Enterprise Fund - to account for operations (a) financed and
operated in a manner similar to private business enterprises, where the
Legidature intends that the Department finance or recover costs
primarily through user charges; or (b) where the Legidature has
decided that periodic determination of revenues earned, expenses
incurred or net income is appropriate for capital maintenance, public
policy, management control, accountability, or other purposes. A
portion of the Gambling Control Division’s operations are financed
through appropriations from the Department of Revenue's Liquor
Enterprise Fund.

Each agency has authority to pay obligations from the statewide
Genera Fund within its appropriation limits. The Department’ s total
assets placed in the fund exceed outstanding liabilities, resulting in a
positive ending General Fund balance for the fiscal year ended June 30,
2002. These baances reflect activity at the agency and not the fund
balance of the statewide General Fund.

Direct entries to fund balances in the General, State Specia Revenue,
and Enterprise funds include entries generated by SABHRS to reflect
the flow of resources within individua funds shared by separate
agencies.

Chapter 371, Laws of 2001, moved the Extradition and Transportation
of Prisoners program from the Department of Justice to the Governor’s
Office effective for fiscal year 2001-02. In addition, during fiscal year
2001- 02, the Department consolidated the Law Enforcement Academy
operations into the Division of Criminal Investigation. Prior year
expenditure adjustments recorded in fiscal year 2001-02 related to
these operations are shown in the Law Enforcement Academy Division
and Extradition & Transportation of Prisoners subclasses on the
Schedule of Total Expenditures & Transfers Out for the fiscal year
ended June 30, 2002.

The 1999 L egidature approved funding for the Automated Accounting
and Reporting System (AARS) which would alow video gambling
machines to communicate via telephone lines with a central computer

system to verify that only approved gaming software is running and to
PageA-11



6.

7.

Department of Justice

Notesto the Financial Schedules

Tobacco Settlement

Natural Resource Damage
Litigation Settlement

Page A-12

collect information on machine play. The Department signed a
contract with Lodging and Gaming Systems, Inc. (company) to deliver
asystem. The Department paid the company $930,000 in fisca years
1999-00 and 2000-01. The system was not delivered and the
Department filed a lawsuit against the company for breach of contract.
The company filed a counter-suit. The Department and the company
entered into a settlement agreement in June 2002 requiring the
company to provide the state with the final tested product and title to
the system. The system and title were not delivered and the State is
continuing to pursue legal action against the company.

The state of Montana could receive an estimated $920 million over 25
years as party to a settlement agreement with seven tobacco companies.
The total amount of tobacco settlement funds available will be affected
by a number of adjustments, including inflation and sales volume
changes contained in the master settlement agreement. State law
requires the Department to deposit 60 percent of the money received in
the General Fund. The Department recorded settlement payments
totaling $18.6 million as settlements in the General Fund in fiscal year
2001-02. Settlement revenueis included in the Fines and Forfeits
revenue classification on the Schedule of Total Revenues and
Transfers-In. Ongoing annua payments began in April 2000 and
continue through 2025. The state will continue to receive settlement
payments as long as tobacco is sold in Montana. The remainder is
placed in atrust fund administered by the Department of Public Hedlth
& Human Services.

In 1983 the Department filed a lawsuit against Atlantic Richfield Co.
(ARCO) for damages to natural resources in the Upper Clark Fork
River Basin. 1n 1998 severa portions of the lawsuit were settled. The
Department received $129 million from the settlement in fiscal year
1999-00. Funds are earmarked for environmental restoration work.
The state has an outstanding claim against ARCO for an additiona
$200 million, which has not been resolved.



Department of Justice
Notesto the Financial Schedules

8. Contingent Liabilities

In Babinecz, et a. v. Montana Highway Patrol, plaintiffs alege that
the Department of Justice did not appropriately provide overtime
compensation to Montana Highway Patrol Officers. On April 24,
2003, the Montana Supreme Court ruled that the officers are not
subject to the federal Fair Labor Standards Act. This ruling changes
the basis for overtime compensation from 170 hours in a 28-day
period to a 40-hour workweek. Department officials indicated the
ruling will result in the litigation being considered at a wage and
hour hearing and, subsequently, in district court. These plaintiffs are
also within a putative class seeking compensation for lunch hours
and for inclusion of subsistence pay in the base salary used in the
calculation of overtime compensation in Swingley, et a. v. Montana
Highway Patrol. The district court has granted a motion for class
certification in Swingley and once defined the class will include
approximately 280 officers. The classis also seeking overtime
compensation based on the change from 170 hours in a 28-day
period to a 40-hour workweek. Further, the classis seeking an
increase in overtime rates paid over a period of approximately 6 and
one-half years based on the argument that subsistence pay should
have been included in their base pay rate for purposes of computing
overtime. Findly, the classis aso contending that subsistence pay
should have been included in their base pay rate for purposes of
computing the contributions to the Highway Patrol Officers
Retirement System. Subsistence pay includes reimbursement for
meals, travel, uniform maintenance, and home tel ephone.
Department officials indicated this legal proceeding is in District
Court. Department officials estimate the combined possible amount
of lossin monetary terms for these legal proceedings at $9 million.
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ATTORNEY GENERAL

Mike McGrath Department of Justice
Attorney General 215 North Sanders
PO Box 201401
Helena, MT 59620-1401
May 12, 2003
Mr. Jim Gillett RECEIViED
Deputy Legislative Auditor
Legislative Audit Division MAY 1 2 2003
P. 0. Box 201705 LEGISLATIVE AUDIT DIV.

Helena, MT 59620-1705
Dear Jim:

The staff of the Department of Justice and I wish to express our appreciation for the
manner in which your staff conducted the Financial Compliance Audit. Your willingness
to schedule around legislative hearings was important to our operation. We appreciate
the audit function for the review it provides us and allows us to make compliance
changes to conform to State laws and Generally Accepted Accounting Principles. The
audit also provides an opportunity for us to share with your staff how this department
functions, and hopefully, this information can be used when questions are asked of your
division about the Department of Justice.

Following are the responses of the Department of Justice to the audit recommendations
presented in your audit report covering fiscal year 2002.

Recommendation #1

We recommend the Department establish procedures to ensure cash draws from the
federal government are executed in accordance with federal regulations and state
law.

The Department concurs. Cash draw procedures have already been changed to ensure
compliance.

Recommendation #2

We recommend the Department work with the Office of Budget and Program
Planning to ensure Legal Services Division positions are paid by the appropriate
funding source.
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The Department concurs. We will continue to work with the Office of Budget and
Program Planning to address the funding issue.

Recommendation #5

We recommend the Department work with the Department of Administration to
ensure state accounting policy results in the proper and complete implementation of
Generally Accepted Accounting Principles.

The Department concurs. The two departments have already addressed this issue.

Recommendation #6

We recommend the Department review cash controls utilized by all Driver Exam
Stations and Highway Patrol Division offices and take appropriate measures to
ensure compliance with state law and policy.

The Department concurs. The Motor Vehicle Division and the Highway Patrol Division
have already taken steps to address this issue.

Sincerely yo

IKE MC TH
Attorney General
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STATE OF MONTANA RECE, VE D

DEPARTMENT OF JUSTICE MAY 0 1 2003
BOARD OF CRIME CONTROL ~ LEGISLATIVE AupiT pyy,

3075 N Montana Ave - PO Box 201408 - Helena, MT 59620-1408

Mike McGrath
Attorney General

Phone (406) 444-3604
FAX (406) 444-4722

April 25, 2003

Jim Gillett

Deputy Legislative Auditor
Room 160, State Capitol
P.O. Box 201705

Helena, Montana 59620-1705

Dear Jim:

First of all, thank you and your staff for the work that you have completed for the Crime
Control Division in this most recent audit. We appreciate the opportunity to work with
you to ensure we are meeting our statutory responsibilities and believe that the

recommendations you have made will help us to do so.

The Crime Control Division makes the following responses to the financial-compliance
audit for the fiscal year ended June 30, 2002:

Recommendation #3

We recommend the Youth Justice Advisory Council establish by-laws and practices that
comply with federal law and the Executive Order.

Agency Response:

We concur. The Youth Justice Council will review the by-laws and practices at its next
regularly scheduled meeting and ensure that both by-laws and practices comply with the
federal law and the Executive Order.

Recommendation #4

l We recommend the Crime Control Division establish procedures to:
A. Ensure travel reimbursement comply with state law.
B. Obtain the Governor’s authorization to conduct meetings outside of Helena.

Agency Response:

We concur. We were not aware of the restrictions imposed by section 2-15-122 MCA,
for the Youth Justice Council. We will ensure that travel reimbursement is done only
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when it complies with section 2.15-122, MCA and we will contact the Governor's Office
for authorization of any YJC meeting to be held outside of Helena at least one month
prior to any such meeting.

For the record we do want to note that the two meetings that were held outside of Helena
were held in Great Falls and Butte and resulted in travel reimbursement savings to the
Youth Justice Council and other participants. The Great Falls meeting was a special two
day meeting designed to discuss Native American issues. Representatives from the seven
Tribal Governments were invited to participate in the technical assistance and planning
process. Because of the number of participants anticipated, it was determined that we
needed to meet in a location that could hold up to 90 people and would be centrally
located. The largest number of tribal representatives were from Rocky Boy’s, Fort Peck
and Fort Belknap Reservations. Holding the meeting in Great Falls actually saved money
and was more convenient for participants. In addition, the speakers that we invited were
from the Great Falls area. We saved funds by not having to pay for speakers travel to
Helena.

We also met in Butte in September of 2002. We saved funds by meeting in Butte in
conjunction with the Montana Correctional Association and the Juvenile Probation

Officers Association Conference.

Recommendation #7

We recommend that the Crime Control Division, in consultation with the Department of
Administration, review federal revenue accruals for compliance with state accounting
policy and process necessary correcting entries.

Agency Response:

We concur. We will review federal revenue accruals with the Accounting Division of the
Department of Administration and process necessary correcting entries.

Again, thank you for your work and recommendations. If you need any additional
information or have any questions, please do not hesitate to call.

f
% cutive Director
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