
Montana LegisLative audit division

Federal Single audit
Montana Single Audit Report
For the Two Fiscal Years Ended June 30, 2017

March 2018 16-02 report SuMMary

The state of Montana reported approximately $7.3 billion in federal funds for fiscal 
years 2016 and 2017. This is an increase over the prior biennium of approximately 
$1.9 billion, primarily due to increased Medicaid case load and costs, including 
Medicaid expansion under the Affordable Care Act. We identified over $5.7 million 
in costs inappropriately charged to the federal programs due to violations of 
federal regulations. Federal grantor agencies are responsible for resolution of 
these questioned costs, and have the authority to require funds be repaid.

Context
Montana’s federal Single Audit is a biennial 
audit that completes the audit and reporting 
requirements of the Single Audit Act 
Amendments of 1996 and the Uniform 
Administrative Requirements, Cost Principles, 
and Audit Requirements for Federal Awards 
(Uniform Guidance). The report contents 
are compiled from the work we performed 
during our annual and biennial agency audits. 
Single Audits are intended to provide federal 
grantor agencies with consistent and uniform 
evaluations of grant recipient’s management of 
federal funds.

The federal government provides extensive 
requirements for recipients of federal grants. Our 
audits of each state agency include determining 
compliance with these requirements when 
the federal grant is determined to be a major 
federal program under federal audit guidelines. 
The state of Montana spent approximately 
$3.9 billion and $3.4 billion in federal funds 
in fiscal years 2017 and 2016, respectively. 
Programs with expenditures totaling at least 
$20.2 million during the 2017 biennium and 
not determined to be low risk were identified 

(continued on back)

as major federal programs. The federal audit 
guidelines establish criteria to consider when 
determining when a program is determined 
to be low risk. Among these requirements are 
whether the program was audited in one of 
the two most recent audits and whether any 
issues related to internal controls, compliance, 
or questioned costs were identified. After this 
determination is made, we are required to audit 
an additional 25 percent, or 3 programs in this 
case, to replace these low risk programs with 
identified risky programs below the monetary 
threshold of $20.2 million.

The state of Montana had 22 major federal 
programs during the 2017 biennium, as listed 
on page C-14, which are administered by 
10 different state agencies. During fiscal years 
2017 and 2016 approximately 75 percent of the 
federal funds spent were related to Montana’s 
major federal programs. Of the 75 percent, 
the Medicaid Cluster and the Highway 
Planning and Construction Cluster makes 
up approximately 36 percent and 13 percent, 
respectively. 



For a complete copy of the report (16-02) 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
Report Fraud, Waste, and Abuse to the Legislative Auditor’s FRAUD HOTLINE

Call toll-free 1-800-222-4446, or e-mail lad@mt.gov.

Federal audit regulations specifically require 
the Single Audit to report whether each 
major federal program complied with 
selected federal requirements. Out of the 
22 major federal programs tested, we 
identified 18 that did not comply with 
federal requirements in all material respects 
and we rendered a qualified opinion on 
15 programs that did not materially comply 
with federal requirements. We also identified 
over $5.7 million of questioned costs, which 
are costs that resulted from a violation or 
possible violation of a statute, regulation, or 
the terms and conditions of a federal award, 
including funds used to match federal funds; 
where the costs, at the time of the audit, are 
not supported by adequate documentation; or 
where the costs incurred appear unreasonable 
and do not reflect the actions a prudent 
person would take in the circumstances.

Federal audit requirements also define 
varying degrees of deficiencies in internal 
controls. These include a control deficiency, 
a significant deficiency, and a material 
weakness, in order from least to most serious. 
The 33 recommendations contained in this 
report include 14 significant deficiencies and 
11 material weaknesses.

Federal grantor agencies are the primary 
users of the Single Audit report, and the form 
of the audit report is designed to meet their 
oversight needs. Legislators and others may 
also find the report useful. In particular, the 
Schedules of Expenditures of Federal Awards 
for fiscal years 2017 and 2016, included 
in the report provide an overview of the 
state’s federal grant activity, by the Catalog 

Results
of Federal Domestic Assistance number 
(CFDA#), and the Corrective Action Plan 
summarizes the efforts state agencies are 
taking to remediate identified noncompliance 
and internal control deficiencies.


