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12-13 REPORT SUMMARY

The Department of Administration (department) is the administering agency
(or owner) of the state’s General Fund. In combination, state law and state
accounting policy permitted the use of earmarked State Special Revenue
Fund dollars for purposes other than they were intended, and negative
cash balances associated with this activity resulted in a loss of General
Fund interest earnings exceeding $145,000 for the two years under audit.
In addition, the department avoided a fees commensurate with costs issue
by moving $1.4 million in revenues from its Rent & Maintenance Internal
Service Fund to a State Special Revenue Fund account.

Context

The department employs over 500 people
and is responsible for providing the following
services crucial to other state agencies:
accounting and financial reporting, payroll
and employee benefits, warrant writing, capitol
complex maintenance, state treasury, insurance
and risk management, information systems
development and maintenance, construction
and remodeling of state buildings, personnel
management, purchasing, statewide leasing,
and surplus property administration. The
department accounts for activity in nearly
every fund type applicable to state government.
Over half of the department’s revenue and
expenditure activity is derived from functions
accounted for in the department’s Internal
Service and Enterprise funds.

In fiscal years 2010-11 and 2011-12,
the department received revenues from
Internal ~ Service Fund  operations  of
approximately $235.7 million and $241.1
million, respectively. We reviewed the
fund equity balances and fees charged for
each Internal Service Fund as required by

§17-8-101(6), MCA.

The department’s Architecture and Engineering
Division (A&E) administers the state’s Long

Range Building program. Excluding transfers
activity, A&E incurred $48 million and $20
million in construction related expenditures in
fiscal years 2010-11 and 2011-12, respectively

Annually, the department receives federal
monies related to harvest of timber on
national forests within the boundaries of
the state. These monies are distributed to
counties in which the national forest lands are
located and are to be used for the benefit of
public schools and public roads. In fiscal years
2010-11 and 2011-12, the department received
and distributed approximately $23.3 million
and $20.4 million, respectively, under this
program.

Results
Our report contains eight recommendations

related to loss of interest from the state’s
General Fund, improper abatement of
revenue and expenditure activity, compliance
with state law and state accounting policy,
and internal control deficiencies related to
expenditure transactions.

Our audit identified lost General Fund
interest in certain State Special Revenue
Fund (SSRF) accounts where investment

(continued on back)



balances were not liquidated when cash
balances were negative. We estimate the
loss of interest to the General Fund exceeds
$145,000 in total for the two years under
audit.

The department improperly abated $1.4

million in revenues from the Rent &
Maintenance Internal Service Fund and
recorded them in a newly created SSRF
account.

The department develops accounting

policy used by all state agencies. Our audit
identified instances where the department is
not following the policy it developed.

Our prior audit report for the two fiscal
years ended June 30, 2010, contained
six recommendations. The department
implemented ~ four  and  partially
implemented two recommendations. The
recommendations not implemented relate
to fees commensurate with costs and
accounting for major maintenance projects
on the capitol complex, and internal controls
over federal Davis Bacon requirements.

Recommendation Concurrence

Concur 8
Partially Concur 0
Do Not Concur 0

Source: Agency audit response included in
final report.

For a complete copy of the report (12-13) 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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