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Chapter IV – Judicial Branch, Law 
Enforcement & Justice

Disclosure Issues

In addition to the recommendations included in audit reports for state agencies, audit reports may 
also include disclosure issues� Disclosure issues are items of which the Legislative Auditor believes 
the legislature should, but may not be, aware� They include situations where the law may not directly 
address the issue, where spending by state agencies might be inconsistent with what appears to be the 
intent of the legislature or where amounts on the state’s accounting records might not be accurate� The 
disclosure issues listed below are included in reports for the agencies addressed in this section�

There were no disclosure issues for agencies included in this section�
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Montana LegisLative audit division

FinanciaL-coMpLiance audit
Department of Corrections
For the Two Fiscal Years Ended June 30, 2014

october 2014 14-15 report suMMary

The Department of Corrections manages approximately 13,000 male and 
female offenders through various facilities. In fiscal years 2013 and 2014, 
approximately 88 percent of the department’s funding is from the General 
Fund. In fiscal year 2014, this equates to approximately $181 million in 
expenditures; which is roughly 8 percent of the total state General Fund 
expenditures. 

Context
The Department of Corrections (department) 
supervises offenders through five prisons, three 
youth facilities, seven treatment programs, 
three assessment and sanction centers, and 
six prerelease centers. Offenders may engage 
in various skill development programs at 
the prisons. Some of these programs include 
furniture, a print and sign shop, dog training 
program, ranching, dairy operations, lumber 
processing, firefighting, motor vehicle 
maintenance, and cooking.

We reviewed the department’s internal 
controls. In addition, we performed tests 
over transactions related to personal services 
and contract bed expenditures, agency fund 
activity, and various revenues. We also tested 
the department’s compliance with various state 
laws and policies.

Results

This audit contains four recommendations. 
During the audit, we identified internal 
control deficiencies. For example, the 
department does not have adequate controls 

Recommendation Concurrence

Concur 4

Partially Concur 0

Do Not Concur 0

Source: Agency audit response included in 
final report.

For a complete copy of the report (14-15) 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.

in place to prevent, or detect and correct, 
procard transaction errors or inappropriate 
procard use. The department also does 
not have procedures in place to ensure the 
revenue submitted by the vendor responsible 
for processing online payments to inmate 
trust accounts on behalf of the department 
is complete. 

Audit work also identified non-implementation 
of a prior audit recommendation pertaining 
to the License Plate Internal Service Fund. 
We determined license plate fees are not 
commensurate with costs and the ending 
fund equity is not reasonable. In addition, we 
identified instances of noncompliance with 
state laws.
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Montana LegisLative audit division

inforMation systeMs audit
Offender Management Information System
Department of Corrections

august 2014 13dP-04 rePort suMMary

The Department of Corrections provides administration, programs, and 
services for about 13,000 adult male and female offenders in various facilities, 
programs, and community settings. The Department of Corrections could 
improve supervision and management of adult offenders by strengthening 
its recordkeeping methods and the controls surrounding its Offender 
Management Information System. 

Context
The Department of Corrections (department) 
is responsible for supervision and management 
of about 13,000 adult offenders. The 
department maintains two types of offender 
records, including hardcopy documentation 
and an electronic information system. This 
audit reviewed data integrity within the 
department’s electronic information system 
called the Offender Management Information 
System (OMIS).

A magnitude of information and data is 
compiled over the course of an offender’s 
supervision. Offender data is created and 
maintained by numerous individuals 
responsible for various aspects of supervision 
and management. This data is used by a 
number of entities to make decisions regarding 
the type, location, and length of an offender’s 
incarceration and/or supervision. As a result, 
it is important for the data to be accurate, 
complete, and timely, as well as being secured.

Results
Our audit noted that, while the department 
has established controls within OMIS, 
strengthening those controls could help 
enhance data integrity. The department’s use 
of two methods of recordkeeping impacts 
data integrity, so the audit recommends 
establishing OMIS as the official record 

and minimizing the use of hardcopy 
documentation. In conjunction, the audit 
recommends the department establish policy 
to have the creator of documentation enter 
the data into OMIS, as well as using OMIS 
to calculate the sentence terms for offenders. 
A system can be more effective in controlling 
access to and increasing consistency of 
offender data.

In addition, the department should provide 
users with training and reference manuals to 
assist with OMIS operations. The department 
has established a process for assigning users 
access to OMIS, but this process could be 
improved by further defining and limiting 
access rights, and creating a new process 
for reassignment of access. Finally, the 
department needs to formalize its backup 
and recovery procedures to ensure offender 
data is available to users.

Recommendation Concurrence

Concur 6

Partially Concur 0

Do Not Concur 0

Source:  Agency audit response included in 
final report.

For a complete copy of the report (13DP-04) 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.
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Montana LegisLative audit division

FinanciaL-coMpLiance audit
Judicial Branch
For the Two Fiscal Years Ended June 30, 2014

october 2014 14-27 report suMMary

The Judicial Branch’s main operations consist of the Supreme Court and 
district courts. The Supreme Court has general supervisory control over all 
other courts in the state. We analyzed financial transactions supporting 
the branch’s financial schedules, tested compliance with state laws, and 
evaluated the status of prior audit recommendations.

Context
The judicial power of the state is vested 
in the Supreme Court; district courts 
in the 22 judicial districts; the Workers’ 
Compensation Court; the Water Court; courts 
of limited jurisdiction; and any other courts 
established by law. Judicial Branch (branch) 
operations include the Supreme Court, Clerk of 
the Supreme Court, the Water Court, district 
courts, the state law library, and the computer 
technology of all courts, including those of 
limited jurisdiction. District court operations 
account for 70 percent of the branch’s activity. 
Of the branch’s 410 full-time equivalent staff, 
311.5 work in the 22 judicial districts.

The branch expended General Fund resources 
of $37,128,224 and $35,429,872 in fiscal years 
2013-14 and 2012-13, respectively. 

Of the $6,297,911 fund equity balance in 
the State Special Revenue Fund at June 30, 
2014, $5,911,460 is earmarked for the Juvenile 
Delinquency Intervention Program.

The branch spent $254,654 and $290,803 in 
fiscal years 2013-14 and 2012-13, respectively, 

Readers can rely on the amounts on the 
financial schedules of the branch.

The branch implemented the five 
recommendations from the previous report. 
This report contains no recommendations.

For a complete copy of the report (14-27) 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.

from the Capital Project Fund for long range 
information technology projects. At June 30, 
2014, $1,210,372 in fund equity remained 
from resources appropriated for these projects 
in prior fiscal years.

Results

S-1
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Montana LegisLative audit division

FinanciaL-coMpLiance audit
Department of Justice
For the Two Fiscal Years Ended June 30, 2014

noveMber 2014 14-18 report suMMary

The Natural Resource Damage Program (NRDP) exists within the 
Department of Justice’s Legal Services Division and was created in 1990 
to prepare the state’s lawsuit against the Atlantic Richfield Co. for injuries 
to the natural resources in the Upper Clark Fork River Basin (UCFRB). 
The program is responsible for administering approximately $265 million 
resulting from settlement agreements occurring from 1999 through 2009. 
In December, 2012, a final UCFRB plan was adopted describing the State of 
Montana’s proposed restoration actions for aquatic and terrestrial resources 
of the UCFRB. In fiscal year 2013, the department overestimated the 
associated pollution remediation liability.

Context
The Attorney General is an elected official 
that heads the department, whose operations 
include the Montana Highway Patrol, the 
Montana Law Enforcement Academy, Agency 
Legal Services which provides legal services to 
other state agencies, the State Forensic Lab, 
driver and vehicle licensing and registration, 
and oversight of gambling within the state. 
Department operations provide revenues of 
approximately $160 million to the General 
Fund and $34 million to the State Special 
Revenue Fund for each fiscal year through 
their Motor Vehicle and Gambling Control 
Divisions. The department’s program 
expenditures of approximately $124 million 
per year, are primarily funded by the State 
Special Revenue Fund (60 percent) and the 
General Fund (30 percent).

Our Independent Auditor’s Report is based 
on a combination of audit procedures 
including reviews of the department’s internal 
control procedures, transaction testing, and 
analytical procedures over significant revenue 
and expenditure cycles as well as the larger 
account balances. Revenue testing focused 

There are four recommendations in this 
report. Our audit found the department 
paid out funds from the state treasury 
for the purchase of three vehicles without 
charging an appropriation which is contrary 
to the state constitution and state law. We 
identified an internal control deficiency 
related to segregation of duties. The pollution 
remediation liability recorded for fiscal 
year 2013 was in error. We also identified 
noncompliance with state laws governing 

(continued on back)

on the Motor Vehicle Division license and 
permits revenues and the Gambling Control 
Division tax revenues. Testing of expenditures 
included the personal services, operating, and 
grant expenditure cycles. The department 
is responsible for the management of large 
settlement agreements, so our audit also 
performed testing over the fund equity balances 
and investment revenues for those related 
funds as well as reviewing the department’s 
compliance with selected state and federal laws 
and state policies.

Results
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For a complete copy of the report (14-18) 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.

distribution of fees collected by the Motor 
Vehicle Division, rules related to the approval 
of ignition interlock devices, and expenditures 
for the Montana Highway Patrol.

Recommendation Concurrence

Concur 3

Partially Concur 1

Do Not Concur 0

Source:  Agency audit response included in 
final report.
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Montana LegisLative audit division

FinanciaL-coMpLiance audit
Office of the State Public Defender
For the Two Fiscal Years Ended June 30, 2014

noveMber 2014 14-28 report suMMary

The Office of the State Public Defender provides legal defense services to low 
income Montanans. In fiscal years 2013 and 2014 combined, the office spent 
approximately $55.9 million dollars to provide these services. 

Context
The Office of the State Public Defender 
(office) is divided into three programs: 
the Public Defender Program provides 
non-appellate representation to qualifying 
individuals, including criminal defense, child 
abuse or neglect, and involuntary commitment 
services; the Appellate Defender Program 
provides appellate representation to qualifying 
individuals; and the Conflict Coordinator 
Office provides appellate and non-appellate 
representation to qualifying individuals in 
circumstances where a conflict of interest 
prohibits the other programs from representing 
the defendant. 

The office’s operations are funded primarily 
by the state’s General Fund, although the 
office also collects public defender fees in the 
State Special Revenue Fund. Additionally, 
in fiscal year 2014, the office received a 
$625,000 allocation from the Governor’s 
Operations Account established in the 
2013 Legislative Session. Of the $55.9 million 
spent in fiscal years 2013 and 2014 combined, 
$54.6 million was charged to the General 
Fund.

Results
The current audit report contains four 
recommendations to the office. The first 
two recommendations relate to compliance 
with state law and state accounting policy 

requirements governing the financial 
management and collection of public 
defender fees. We determined the office does 
not have procedures in place to manage and 
collect unpaid public defender fees. These 
unpaid fees approximated $2.4 million as of 
June 30, 2014.

The third recommendation is related to 
establishing internal controls over payments 
received by mail. We determined the office’s 
procedures were not adequate to ensure all 
payments received by mail are deposited.

The final recommendation is related to 
properly accounting for reimbursements 
received. Based on our review, the office 
improperly accounted for approximately 
$90,000 of reimbursements received during 
fiscal years 2013 and 2014, combined.

Recommendation Concurrence

Concur 3

Partially Concur 1

Do Not Concur 0

Source:  Agency audit response included in 
final report.

For a complete copy of the report 14-28 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.
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Montana LegisLative audit division

FinanciaL-coMpLiance audit
Department of Public Service Regulation
For the Two Fiscal Years Ended June 30, 2014

october 2014 14-26 report suMMary

Under the direction of the Public Service Commission, the Department of 
Public Service Regulation is responsible for assuring the public receives safe, 
adequate, and economical utility and transportation services at just and 
reasonable rates. 

Context
In addition to assuring safe, adequate, and 
economical utility and transportation services, 
the Department of Public Service Regulation 
(department) regulates certain public utilities, 
motor carriers, railroads, and pipelines within 
the state, and performs safety inspections of 
regulated activities under the direction of the 
Public Service Commission. The department’s 
operating activity is subject to state regulation 
and grants received are subject to federal 
regulation.

The department is comprised of the Regulatory 
Division, Centralized Services Division, 
and Legal and Consumer Division. The 
department has 43 full-time equivalent (FTE) 
positions that include the five Commissioners 
and a Communications and Research Director. 
Commissioners are elected by district to serve 
four-year terms. 

Most department funding comes from a tax 
on the gross operating revenue of regulated 
companies collected by the Department of 
Revenue. In fiscal years 2012-13 and 2013-14, 
this tax generated  $2.5 million and $4.3 million 

We audited the fiscal years 2012-13 and 
2013-14 financial schedules and tested 
compliance with state laws and federal 
regulations. We reviewed federal transactions, 
revenues received for charges for services, and 
expenditures disbursed for personal services. 
We evaluated expenditures and revenues for 
the State Special Revenue Funds and the 
Federal Special Revenue Funds to determine 
whether activity was recorded in the proper 
fund. No findings resulted from our audit, 
and we make no recommendations to the 
department. The previous three audits also 
resulted in no recommendations to the 
department.

in revenue, respectively. The department also 
received federal grant funding for the National 
Gas Pipeline Safety Program of $105,113 and 
$162,302 in fiscal years 2012-13 and 2013-14, 
respectively.

Results

For a complete copy of the report (14-26) 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.

S-1
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Montana LegisLative audit division

PerforMance audit
Universal System Benefits Program
Public Service Commission
Department of Revenue

May 2014 13P-06 rePort suMMary

Between 2007 and 2012, Montana’s natural gas and electric utility customers 
paid $149.6 million to utility providers to support the Universal System 
Benefits program. Oversight by the Department of Revenue and the Public 
Service Commission could be strengthened to improve statutory compliance 
by utilities and large customers. Legislative review of statutes could improve 
effectiveness of large customer Universal System Benefits expenditures.

Context
In 1997, the legislature deregulated Montana’s 
electric and natural gas industries. However, 
there were projects being conducted by utilities 
at the time that were believed to have benefits 
for all Montanans. In order to continue 
funding for these projects after deregulation, 
the legislature created the Universal System 
Benefits (USB) program. The funding 
mechanism for USB projects is a surcharge 
added to each utility customer’s bill. The 
surcharge is collected by each utility and used 
to fund the utility’s internal USB program. The 
legislature assigned oversight responsibilities 
for these programs to both the Public Service 
Commission (PSC) and the Department of 
Revenue (DOR).

The legislature established different USB 
programs for natural gas and electric utilities, 
each with its own funding formula and 
differences in how the funds can be used. 
Under electric USB statutes, utility customers 
can be identified as a “large customer” and have 
their USB surcharges reimbursed for internal 
projects that meet the intent of USB programs. 
Reimbursement for USB project expenses are 
provided by their utility. In exchange for being 
able to participate in internal USB programs, 
large customers are required to report their 

Audit work found PSC has not required all 
regulated utilities to implement USB statutes 
requiring USB surcharges be assessed on 
all utility customers. In addition, we also 
identified instances where a regulated utility 
was  allowed to fund activities not authorized 
by USB statutes. We make recommendations 

(continued on back)

USB activities to DOR. Reporting these 
internal USB activities is the first step in a 
process DOR manages to allow the public to 
review submitted reports and challenge large 
customer USB expenditures. However, unless 
the public challenges a USB expenditure, 
statutes limit DOR’s ability to review those 
same expenditures.

Statutes assign PSC oversight responsibilities 
for all functions of natural gas USB programs, 
to include approving the utility’s internal USB 
program, approving the surcharge the utility 
will assess its customers, and receiving reports 
for USB activities. For electric USB programs, 
PSC is responsible for approving the utility’s 
USB program and the surcharges assessed 
to customers. PSC also reviews periodic 
evaluations of electric utility’s USB programs. 

Results
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For a complete copy of the report (13P-06) 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.

Recommendation Concurrence

Concur 2

Partially Concur 1

Do Not Concur 0

Source:  Agency audit response included in 
final report.

to the PSC to require all regulated utilities 
assess USB surcharges to their customers. 
We also recommend the PSC ensure USB 
surcharges are only used for purposes 
identified in statute and provide better 
documentation of decisions made regarding 
how those surcharges are used by utilities.

Audit analysis identified large customers who 
are not in compliance with statutes requiring 
them to report USB activities to DOR. We 
also found there are limitations that make it 
difficult for DOR to identify noncompliant 
large customers that did not file required 
reports. Statutes and administrative rules 
make public challenges of large customer USB 
expenditures difficult. DOR has only had to 
respond to one public challenge since the 
USB program was implemented. Our review 
of large customer records found a number of 
instances where it appears the expenditure 
does not meet USB program guidelines. We 
make recommendations to DOR to improve 
identification of large customers that have not 
filed their required annual USB expenditure 
reports.

Identifying large customers who are not in 
compliance with USB reporting statutes and 
reviewing those USB expenditures is difficult 
because of limitations imposed by statutes 
implemented during deregulation. We 
make recommendations to the legislature to 
determine if large customer USB expenditures 
are meeting the public purpose benefits 
expected of other USB funded programs.
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