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Introduction 
 
The Legislative Audit Committee requested a limited 
scope performance audit of the administrative efficiency 
of state loan programs.  The Legislative Audit Division 
also received a legislative request for information on 
various state grant and loan programs.  As a result, the 
scope of the original audit expanded to include the 
administrative efficiency of state grants as well as loan 
programs. 
 
The objective of the performance audit was to determine 
whether it would be more efficient to administer all or 
most state grant and loan programs through one location 
or to maintain the programs in the applicable state 
agencies.  We did not review the specific details of each 
grant/loan program in terms of eligibility requirements, 
processing applications, awarding grants or loans, etc.  
 
We identified 45 grant and loan programs in state statute.  
The majority of the programs are administered by state 
agencies.  Program recipients range from individuals 
wanting business loans to conservation districts and 
private nonprofit museums. 
  
Consolidation is Not Organizationally Efficient 
 
We determined that due to the diversity of projects funded 
by the various programs it would not be feasible to 
organizationally combine most of the programs for a 
number of reasons: 
 
• People administering the programs are specialists in 

their areas and provide expertise for other areas in 
their department.  One person would not have the 
specific knowledge needed to administer a range of 
specialized programs. 

 
• Programs are currently in agencies relating to the 

program, i.e., agriculture loans are in the Department 
of Agriculture.  By having the person administering 
the program in an agency related to the program, the 
administrator has other staff available for questions 
or problems that arise. 

 
• Identified FTE levels did not always include 

centralized services or some specialized personnel, 
such as engineers that review plans.  Accounting, 
administrative, and other specialized personnel would 
also have to be available to the grant/loan 
administrators if they were all in one agency. 

 
Better Coordination and Communication is 
Needed 
 
While we determined the current organization facilitates 
organizational efficiency for program administration, the 
organization does not necessarily facilitate good 
communication about the state's grant/loan programs.  
What appears to be missing at the state level is easy 
access to program information.  Various methods to 
improve access to grant/loan program information 
include: 
 
• Maintaining a comprehensive list of all state 

grant/loan programs. 
• Marketing state grant/loan programs. 
• Developing a central web site. 
• Developing brochures or newsletters. 
• Providing telephone access. 
• Advertising a toll-free number. 
• Directing parties to training about the grant/loan 

programs. 
• Reviewing forms for consolidation. 
 
We recommended the Department of Commerce 
coordinate state-administered grant and loan programs.  
 
Legislative Action: Centralized Financial 
Assistance Center Created 
 
During the audit we issued a legislative request document 
addressing many issues presented in the report.  Using 
information from that document, the 2001 Legislature 
enacted House Bill 650 (Chapter 307, Laws of 2001) that 
provides for a centralized financial assistance center 
within the Department of Commerce.  The bill requires 



the center and department to implement many of the items 
identified in the report. 
 
Programs No Longer Active or Never Funded 
 
Our review identified a number of grant/loan programs 
that are no longer active or never received funding to 
award grants or loans.  We made recommendations to five 
agencies to seek legislation to modify or delete specific 
statutes: 
 
• Montana Department of Transportation:  delete 

section 60-11-120, MCA, related to railroad and 
inter-modal transportation facility loans and grants 
since no grants or loans have been made. 

 
• Departments of Fish, Wildlife & Parks and Public 

Health and Human Services: delete reference in 
section 87-1-513(2), MCA, regarding the proceeds 
from the sale of donated or seized game animal meat 
being credited to DPHHS to be used for grants to 
food banks since the proceeds have not generated 
enough revenue to award grants. 

 
• Department of Agriculture:  delete reference in 

section 80-7-1102(4), MCA, authorizing the 
department to make grants to conduct vertebrate 
management projects because the legislature 
eliminated the rodenticide surcharge which was to be 
the funding source for the grants. 

 
• Department of Environmental Quality: 

− delete statutes relating to the provision of grants 
and loans for solid waste management (Title 75, 
chapter 10, part 1, MCA) since the department 
has not made any loans; 

 
− delete section 90-1-141, MCA, related to state 

owned building retrofitting because the program 
was replaced by the State Building Energy 
Conservation Program; 

 
− delete section 90-2-140, MCA, related to energy 

conservation in agriculture since the funding 
source no longer exists; and  

 
− delete Title 90, chapter 4, part 1, MCA, related to 

the alternative energy and energy conservation 
research development loan program because the 
legislature transferred the funding source for 
loans to another program.  

 
 
 
 

 
 
 
 
 

For a complete copy of the report (01P-02) 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. 
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