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March 2023

The Legislative Audit Committee
of the Montana State Legislature:

This is our financial-compliance audit report on the Public Employees’ Retirement 
Board (board), a component unit of the State of Montana, for the fiscal year ended 
June 30, 2022. The board administers eight defined benefit pension plans, one defined 
contribution pension plan, one other postemployment benefit plan, and one other 
employee benefit plan.

The report also includes the board-prepared financial statements and related 
notes. Additional information about each retirement plans’ total and net pension 
liability, investments, contributions, and expense data are included in the required 
supplementary information. Detailed information for the individual plans’ 
administrative expenses, investment expenses, assets, liabilities and related information 
is included in the supplementary information. This report contains our Independent 
Auditor’s Report, which includes an unmodified opinion, meaning the reader can rely 
on the information presented.

The board’s written response to the audit is included in the audit report on page C-1. 
We thank the Executive Director and his staff for their cooperation and assistance 
throughout the audit.

Respectfully submitted,

/s/ Angus Maciver

Angus Maciver
Legislative Auditor
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(continued on back)

AUDITOR’S OPINION (page A-1): UNMODIFIED
We found the board’s financial statements and note disclosures presented 
fairly the activity of the plans in all material respects, thus we issued an 
unmodified opinion. 

For the full context of the board’s financial activity, see the financial 
statements and notes beginning on page A-5.

RECOMMENDATIONS:
In this report, we issued the following recommendations:
To the board: 2
To the legislature: 0

The prior audit report contained no recommendations.

Recommendation #1 (page 6):
Noncompliance with the constitution and state law
Four defined benefit retirement plans are not actuarially sound based on 
the June 30, 2022, actuarial valuations. 

We recommend the Public Employees’ Retirement Board comply with the 
Montana Constitution and state law by working with the Legislature to 
restore the four defined benefit plans to actuarial soundness.

Board response: Concur

Ongoing fluctuations in market values of investments 
resulted in the defined benefit pension plans 
experiencing a 4.32 percent, or $395 million, 
investment loss in fiscal year 2022. In fiscal year 
2021, the same plans experienced a 27.75 percent, or 
$2.5 billion, gain. Further, four of these plans are not 
actuarially sound. State law requires the unfunded 
actuarial accrued liability amortize within 30 years 
for a plan to be actuarially sound. Our audit contains 
two recommendations related to compliance with state 
law and enhancing knowledge of applicable financial 
reporting requirements.

 
Background

The Public Employees’ 
Retirement Board (board) 
administers eight defined 
benefit pension plans, 
one defined contribution 
pension plan, one other 
post-employment benefit 
plan, and one other employee 
benefit plan. The board is a 
fiduciary component unit of 
the State of Montana.

The Montana Constitution 
requires the defined benefit 
pension plans to be funded 
on an actuarially sound basis. 
According to state law, a 
defined benefit retirement 
plan is considered actuarially 
sound when contributions 
are sufficient to pay benefit 
obligations as they come 
due in the future, and the 
unfunded liabilities can be 
amortized within 30 years. 

#22-08										          March 2023

Montana Legislative Audit Division
Financial-Compliance Audit
Public Employees’ Retirement Board
For the Fiscal Year Ended June 30, 2022
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For the full report or more 
information, contact the 
Legislative Audit Division. 

leg.mt.gov/lad

Room 160, State Capitol
PO Box 201705
Helena, MT 59620-1705
(406) 444-3122

The mission of the Legislative 
Audit Division is to increase 
public trust in state government 
by reporting timely and accurate 
information about agency 
operations, technology, and 
finances to the Legislature and 
the citizens of Montana.

To report fraud, waste, or abuse:

Online
www.Montanafraud.gov

Email
LADHotline@legmt.gov

Call 
(Statewide)
(800) 222-4446 or
(Helena)
(406) 444-4446

Text 
(704) 430-3930

Recommendation #2 (page 8):
Financial reporting
Board staff omitted the 457(b) deferred compensation plan from 
the initial fiduciary fund financial statements submitted for audit. A 
subsequent revision incorrectly classified the plan as a custodial fund.

We recommend the Public Employees’ Retirement Board submit 
detailed technical inquiries to the Governmental Accounting 
Standards Board and prepare financial statements in accordance with 
Generally Accepted Accounting Principles.

Board response: Concur

REPORT ON INTERNAL CONTROL AND COMPLIANCE  
(page B-1):
In this report, we identified the following:
Material Weaknesses in Internal Control: 0
Significant Deficiencies in Internal Control: 0
Material Non-Compliance: 1
Other Matters: 0

For the full context of this information, including the distinction 
between the types of items reported, see the report beginning on 
page B-1.
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Chapter I – Introduction and Background

Introduction
Our audit focused on determining whether the Public Employees’ Retirement Board’s (board) financial 
statements present fairly, in all material respects, their financial status and results of operations as of 
June 30, 2022. To accomplish this, we reviewed support for contribution receipts and benefit payments 
and determined the reasonableness of investment balances and associated net investment income. 
Further, consideration of the board’s control systems occurred throughout the audit, including the 
computer system used by the board to electronically process contributions and benefits. We reviewed 
financial statements and note disclosures to determine if they are supported by underlying accounting 
records and actuarial valuations. Finally, we evaluated compliance with select laws and regulations 
governing investments, contribution receipts, and benefit payments.

We also tested data in the computer system to determine if retiree and active member information, 
referred to as census information, is supported by employer and retiree submitted information. Material 
errors in census information can result in inaccurate actuary calculations. We completed 21 samples 
of census data at 164 employers. For the employees included in the samples we reviewed census 
information such as gender, birthdate, hire date, salary, and employment status. Sample sizes ranged 
from 10 to 81 members, based on the size of each employer, and focused on new hires. The board’s 
actuary uses census information to calculate the total pension liability. We also analyzed each plan to 
identify obvious errors in the census information, such as the hire date before birthdate. Our testing did 
not identify any material errors. 

Role of Internal Auditor on Census Testing
As part of this audit, we reduced our audit work over census information, contributions, and benefits 
based on the work completed by the board’s internal compliance auditor, as allowed by auditing 
standards. The board’s compliance auditor completed 69 employer audits during fiscal year 2022. These 
audits included a review of employer contributions, employee retirement plan membership, employee 
census information, and other procedures. We sampled 14 of these employer audits. As required by 
auditing standards, we reperformed the steps the compliance auditor completed as a basis for our 
reliance and identified no errors.

Actuarial Involvement
We contracted with an independent actuary to provide actuarial expertise during the audit. Our 
contracted actuary reviewed each defined benefit plan’s actuarial valuation and assumptions underlying 
the calculation of the total pension liability for reasonableness. During fiscal year 2022, the board’s 
actuary completed an experience study which our independent actuary reviewed. 

The board’s actuary completed a five-year experience study covering July 1, 2016 to June 30, 2021, 
during fiscal year 2022. The purpose of this study was to update the actuarial assumptions used in 
the valuations of retirement plans. These include both economic1 and demographic2 assumptions 
impacting the defined benefit retirement plans. Note A3 in the board’s financial statements details the 

1	 Economic assumptions include the long-term investment return, price inflation, and wage inflation.
2	 Demographic assumptions include the mortality, retirement, disability, and withdrawal rates of members.

1
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actuarial assumptions changes based on this experience study. One important change is the increase 
of the discount rate3 from 7.06 percent to 7.30 percent for all retirement plans, except for the Game 
Wardens’ and Peace Officer’s Retirement System (GWPORS). GWPORS discount rate decreased from 
7.06 percent to 5.55 percent because the plan failed the cross-over test. This occurs when projected 
net position is insufficient to finance all projected benefit payments. Standards require the long term 
expected rate of return be blended with a municipal bond rate in arriving at the plan’s discount rate. 
Our contracted actuary determined the discount rates were reasonable, as was the calculation of the 
total pension liability. Table 1 summarizes the total and net pension liability for each plan.

Table 1
Total and Net Pension Liability
Fiscal Year Ended June 30, 2022

Defined Benefit Retirement Plan Total Pension Liability* Total Net Pension 
Liability (Asset)*

Public Employees’ $9,026,784 $2,377,885
Judges’ $     72,923 ($    51,435)
Highway Patrol Officers’ $   273,241 $     97,301
Sheriffs’ $    597,118 $   136,923
Game Wardens’ and Peace Officers’ $   412,898 $   152,461
Municipal Police Officers’ $   778,865 $   236,214
Firefighters’ United $   748,060 $   158,851
Volunteer Firefighters’ Compensation Act $     52,309 $       5,223

Source:	 Compiled by the Legislative Audit Division from Public Employees’ Retirement 
Board Note A3 (see page A-34 of this report).

*Amounts are in thousands.

Prior Audit Recommendation
The prior audit report for fiscal year ended June 30, 2021, included no recommendations to the board 
or legislature. The audit report for fiscal year ended June 30, 2020 included a recommendation to the 
board and legislature to restore the actuarial soundness of the GWPORS, Highway Patrol Officers’ 
(HPORS), and Public Employees’ (PERS-DBRP) defined retirement plans. 

During the fiscal year 2021 audit, the recommendation was determined to be partially implemented 
as HPORS and PERS-DBRP were actuarially sound due to the increasing investment returns during 
the year and the passage of Chapter 472, Laws of 2021, creating the state appropriation to HPORS 
beginning in fiscal year 2022. Additionally, changes in market conditions, resulting in significant 
investment losses, and changes in assumptions from the board’s experience study, the amortization 
period for many plans increased since the prior audit. Table 2 (see page 3) shows the amortization 
periods for each defined benefit retirement plan at June 30, for the last four years.

3	 The discount rate is the assumed long-term rate of return on investments.
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Table 2
Defined Benefit Retirement Plan Amortization Periods

(in years)
System 2019 2020 2021 2022

Public Employees’ 36 35 28 32
Judges’ 0* 0* 0* 0*
Highway Patrol Officers’ 42 39 26 47
Sheriffs’ 21 21 19 33
Game Wardens’ and Peace Officers’ 53 40 35 ∞
Municipal Police Officers’ 18 16 15 24
Firefighters’ United 9 8 6 12
Volunteer Firefighters’ Compensation Act 5 4 1 3

Source:	 Compiled by the Legislative Audit Division from Public Employees’ Retirement Board 
actuarial information.

*Plan was fully funded for the year.

∞Plan contributions do not amortize the unfunded liability.

The June 30, 2022, actuarial valuations indicate the Public Employees’, Highway Patrol Officers’, 
Sheriffs’, and Game Wardens’ and Peace Officers’ defined benefit plans are not actuarially sound. This 
issue is discussed beginning on page 5.

3
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Chapter II – Findings and Recommendation

Certain Defined Benefit Plans Are Not Actuarially Sound

Four defined benefit plans are not actuarially sound based on the June 30, 2022, actuarial 
valuations.

Article VIII, Section 15 of the Montana Constitution, requires defined benefit public retirement 
systems to be funded on an actuarially sound basis. To be actuarially sound, a defined benefit 
retirement system’s contributions and investments must be sufficient to pay the full actuarial cost of the 
plan over a scheduled period of no more than 30 years. The full actuarial cost includes both the normal 
cost of providing benefits as they accrue in the future and the cost of amortizing unfunded liabilities. 
Based on the June 30, 2022, actuarial valuations, four plans are not actuarially sound. The board’s 
valuation reports identify the amount each plan needs as a one-time payment as of January 1, 2023, 
to bring the amortization period within 30 years. Table 3 identifies the amortization period, one-time 
payments, and the last date those four plans were amortized within 30 years.

Table 3
Actuarially Unsound Retirement Plan Detail

Retirement Plan Unfunded Liability 
Amortization Years

One-Time Payment 
Amount

Date Plan Last 
Actuarially Sound

Game Wardens’ and Peace Officers’ 
Retirement System ∞ $46 million June 30, 2008

Highway Patrol Officers’ Retirement 
System 47 $16.6 million June 30, 2021*

Sheriffs’ Retirement System 33 $4.7 million June 30, 2021
Public Employees’ Defined Benefit 
Retirement Plan 32 $52.7 million June 30, 2021*

Source: Compiled by the Legislative Audit Division from Public Employees’ Retirement Board actuarial 
information and prior audit reports.

∞Plan contributions do not amortize the unfunded liability.
*HPORS and PERS amortized in FY21 due to the large investment returns and the new state appropriations for HPORS. 
Prior to FY21, HPORS last amortized as of June 30, 2016, and PERS as of June 30, 2017.

Considering the number of years and one-time payment necessary to bring the plans in line, as well 
as the fact that half the systems overseen by the board are out of compliance, we considered this to 
be material noncompliance, as noted in the report on internal control and compliance starting on 
page B-1.

These four plans remain above the 30-year amortization period primarily due to investment losses and 
changes in actuarial assumptions. However, the actuarial value of the assets is higher than the market 
value due to the allowed smoothing techniques. Amortization periods would be much greater after the 
recent investment losses without these smoothing techniques.

5
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Public Employees’ Retirement Board (board) policy requires the board to recommend changes to 
the legislature for defined benefit plans whose amortization period has exceeded 30 years for two 
consecutive valuations, and the board cannot reasonably expect the period to decline without a funding 
increase. As a result of this policy, the board initially drafted changes to the four unsound plans for the 
2023 Legislative Session. However, because legislators also introduced legislation for the four impacted 
plans, the board canceled their drafts. 

The board does not expect these systems to become actuarially sound without funding increases. Some 
additional ways to change the amortization period of the unfunded liability of the defined benefit plans 
include changing the:

	� Contribution rates,
	� Statutory additional contributions,
	� Benefit calculations for new hires,
	� Investment strategy, or
	� One-time infusion of state resources.

As outlined in Table 3, the cost to implement using one-time funding is significant. Employer, 
employee, and statute contributions for these plans are outlined in state law, as are benefit calculations. 
Thus the board cannot make the necessary changes alone.

Recommendation #1

We recommend the Public Employees’ Retirement Board comply with the Montana 
Constitution and state law by working with the Legislature to restore the four 
defined benefit plans to actuarial soundness. 

Implementation of Governmental Accounting Standards

Board staff omitted the 457(b) deferred compensation plans from the initial fiduciary fund 
financial statements submitted for audit.

The Governmental Accounting Standards Board (GASB) issues accounting standards for governmental 
financial reporting, otherwise known as Generally Accepted Accounting Principles. Accounting 
standards are interrelated, with standards issued most recently partially amending prior standards, 
requiring consideration of all issued standards in effect for the financial statement reporting period.

During fiscal year 2022, two new GASB standards became effective. One standard was related to 
457(b) deferred compensation plan reporting. Board staff read the new standard and reviewed the state 
accounting policy issued by the Department of Administration. Board staff, in consultation with the 
board, hired a public accounting firm (consultant) to review their draft financial statements for the 
correct application of new standards prior to submitting them to our office for the audit. The initial 
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draft of the fiduciary fund financial statements provided to our office improperly omitted the 457(b) 
deferred compensation plan. Table 4 summarizes the information missing from the draft financial 
statements which comprises 5.8 percent of the 
board’s total net position.

A subsequent revision incorrectly classified 
the plan as a custodial fund. GASB requires 
457(b) plans that do not meet the definition of a 
retirement plan with assets held in a trust, to be 
classified as an “other employee benefit plan.”

On receipt of the draft financial statements 
our team reached out to board staff regarding 
the omission of the 457(b) plan activity. Staff 
indicated the package provided to the consultant 
included the 457(b) plan based on their analysis 
of new governmental financial reporting 
standards. After the consultant’s review, the 
457(b) plan was removed from the board’s financial statements. Board staff provided the consultant’s 
reasoning for omitting the activity from the financial statements. Board personnel also indicated they 
contacted financial statement preparers in other states and GASB personnel for clarification as part 
of deciding to omit the 457(b) plan from their draft financial statements. After further dialog, board 
personnel indicated another option discussed with their consultant was to report the 457(b) plan 
activity in a separate reporting package, if necessary. The separate reporting package was not submitted 
for audit. 

In response, we researched the 457(b) plan governing statutes, plan documents, and accounting 
standards, and met with board personnel and their consultant. During the meeting, board personnel 
and their consultant agreed the plan is reportable fiduciary activity. The initial revisions to the board’s 
financial statements to include the 457(b) plan classified the plan as a custodial fund. This classification 
was chosen by board staff, with input from their consultant, because the ability of employers and 
employees to discontinue participation was considered to mean contributions were revokable. In 
response, we submitted a technical inquiry to GASB. GASB personnel confirmed 457(b) deferred 
compensation plans held in a trust must be reported as either a pension plan or an “other employee 
benefit plan.” GASB personnel also indicated plan contributions are not considered revokable because 
of the plan’s trust status. When contributions are irrevocable, the plan must be reported within 
the pension and other employee benefit plan fund type. While the 457(b) plan does not meet the 
definition of a pension plan, it does meet the definition of an “other employee benefit plan.” The board’s 
financial statements in this report were subsequently corrected to reflect the required classification and 
presentation.

While board personnel followed all internal control processes, differing interpretations of applicable 
accounting standards, the board’s responsibility for the plan, and the plan’s trust status appear to be 
the reason for the omission and subsequent fund type misclassification. In addition, board personnel 
indicated the technical inquiry we submitted to GASB was more thorough, resulting in a more precise 

Table 4
Summary of Omitted 457(b) Deferred 

Compensation Activity
Fiscal Year 2022

Financial Statement Total Line Amount
(in millions)

Assets $567.6 
Liabilities $     1.1 
Net Position – Restricted for Benefits $566.5 
Additions $     55 
Deductions $     43 

Source:	 Compiled by the Legislative Audit Division 
from Public Employees’ Retirement Board 
financial statements.

7
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response. When submitting technical inquiries, it is important to provide all relevant information, such 
as the circumstances prompting the inquiry, guidance considered, initial conclusions and other possible 
interpretations. While board personnel did not pursue a separate reporting package for the 457(b) plan 
for fiscal year 2022 to avoid further delays in the audit process, they continued to advocate for separate 
reporting. In response, we further reviewed GASB standards specific to reporting fiduciary activity. 
The board is a component unit, which means it is a separate legal entity for which the State of Montana 
is financially accountable. Component units are required to include all their financial activity in one 
set of financial statements. The board only administers fiduciary activity at this time which is required 
to be reported through a statement of fiduciary net position and statement of changes in fiduciary net 
position.

Recommendation #2

We recommend the Public Employees’ Retirement Board:

A.	 Submit detailed technical inquiries to the Governmental Accounting Standards 
Board, and

B.	 Prepare financial statements in accordance with Generally Accepted Accounting 
Principles.
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Independent Auditor’s Report

The Legislative Audit Committee
of the Montana State Legislature:

Report on the Audit of Financial Statements

Opinion
We have audited the financial statements of the Public Employees’ Retirement Board (board), a 
component unit of the State of Montana, which are comprised of the Statement of Fiduciary Net 
Position–Pension (And Other Employee Benefit) Trust Funds as of June 30, 2022, the related 
Statement of Changes in Fiduciary Net Position–Pension (And Other Employee Benefit) Trust Funds 
for the fiscal year then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Public Employees’ Retirement Board as of June 30, 2022, and the changes in 
net position for the fiscal year then ended in conformity with accounting principles generally accepted 
in the United States of America.

Basis for Opinion
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America (GAAS) and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities under 
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 
Statements section of our report. We are required to be independent of the board and to meet our other 
ethical responsibilities, in accordance with relevant ethical requirements relating to our audits. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Emphasis of Matter
As discussed in Note A1, the board adopted Governmental Accounting Standards Board Statement 
No. 97–Certain Component Unit Criteria, and Accounting and Financial Reporting for Internal Revenue 
Code Section 457 Deferred Compensation Plans. As a result, the 457(b) deferred compensation plan 
is now reported as an other employee benefit plan. Our opinion is not modified with respect to this 
matter.

Responsibilities of Management for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for 
the design, implementation, and maintenance of internal controls relevant to the preparation and fair 
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presentation of the financial statements that are free from material misstatement, whether due to fraud 
or error.

In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about the board’s ability to continue 
as a going concern for twelve months beyond the financial statement date, including any currently 
known information that may raise substantial doubt shortly thereafter. 

Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance 
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government 
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting 
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud 
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal 
control. Misstatements are considered material if there is a substantial likelihood that, individually or 
in the aggregate, they would influence the judgment made by a reasonable user based on the financial 
statements. 

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
	� Exercise professional judgment and maintain professional skepticism throughout the audit.
	� Identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error, and design and perform audit procedures responsive to those risks. 
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statements.

	� Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the board’s internal control. Accordingly, no such opinion is 
expressed. 

	� Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements.

	� Conclude whether, in our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the board’s ability to continue as a going concern 
for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control-
related matters that we identified during the audit.
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Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the following 
required supplementary information be presented to supplement the basic financial statements:

	� Management’s Discussion & Analysis 
	� Schedule of Changes of Multiple-Employers Plans Net Pension Liability/(Asset)
	� Schedule of Changes in Single Employer Plans Net Pension Liability/(Asset) 
	� Schedule of Net Pension Liability/(Asset) for Multiple-Employer Plans
	� Schedule of Net Pension Liability/(Asset) for Single-Employer Plans
	� Schedule of Employer and Non-Employer (State) Contributions for Cost-Sharing Multiple-

Employer Plans
	� Schedule of Employer Contributions for Single-Employer Plans
	� Schedule of Investment Returns for Multiple-Employer Plans
	� Schedule of Investment Returns for Single-Employer Plans
	� Schedule of Total OPEB (Healthcare) Liability and Related Ratios, Last Ten Fiscal Years
	� Related notes

Such information is the responsibility of management and, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to be an 
essential part of the financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United 
States of America, which consists of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the 
basic financial statements. We do not express an opinion or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance.

Supplementary Information
Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a 
whole. The following supplementary information is presented for purposes of additional analysis and is 
not a required part of the financial statements:

	� Schedule of Administrative Expenses
	� Schedule of Investment Expenses
	� Detail of Fiduciary Net Position (PERS-DBRP and PERS-DBEd)
	� Detail of Changes in Fiduciary Net Position (PERS-DBRP and PERS-DBEd)
	� Detail of Fiduciary Net Position (PERS-DCRP, PERS-DCEd)
	� Detail of Changes in Fiduciary Net Position (PERS-DCRP, PERS-DCEd)
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Such information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the financial statements. The information 
has been subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the information is fairly stated in all material 
respects in relation to the financial statements as a whole. 

Report on Other Legal and Regulatory Requirements

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated January 4, 
2023, on our consideration of the board’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the board’s internal 
control over financial reporting and compliance. 

Respectfully submitted,

/s/ Cindy Jorgenson

Cindy Jorgenson, CPA
Deputy Legislative Auditor
Helena, MT

January 4, 2023
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Report on Internal Control and Compliance





Report on Internal Control Over Financial Reporting 
and on Compliance and Other Matters Based on an Audit 
of Financial Statements Performed in Accordance With 

Government Auditing Standards  

The Legislative Audit Committee
of the Montana State Legislature:

We have audited, in accordance with the auditing standards generally accepted in the United States 
of America and the standards applicable to the financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of the Public 
Employees’ Retirement Board (board), a component unit of the State of Montana, as of and for the year 
ended June 30, 2022, and the related notes to the financial statements, which collectively comprise the 
board’s basic financial statements, and have issued our report thereon dated January 4, 2023. 

Internal Control Over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the board’s internal 
control over financial reporting as a basis for designing audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinions on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the board’s internal control. Accordingly, we do 
not express an opinion on the effectiveness of the board’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 

Our consideration of internal controls was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify 
any deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. 
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the board’s financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect 
on the financial statements. However, providing an opinion on compliance with those provisions was 
not an objective of our audit, and accordingly, we do not express such an opinion. The results of our 
tests disclosed instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. The identified instances of noncompliance are described below: 

The board administers eight defined benefit retirement systems. The Montana Constitution and state 
law require these retirement systems to be actuarially sound, meaning the retirement system must 
amortize in 30 years or less. The actuarial valuation as of June 30, 2022, indicates the following four 
systems are not actuarially sound:

	� Game Wardens’ and Peace Officers’ Retirement System does not amortize.
	� Highway Patrol Officers’ Retirement System amortizes in 47 years.
	� Public Employees’ Defined Benefit Retirement System amortizes in 32 years.
	� Sheriffs’ Retirement System amortizes in 33 years.

Montana Public Employees’ Retirement Board’s Response to Findings 
The board’s response to the findings identified in our audit are described on page C-1 of this report. 
The board’s response was not subjected to the auditing procedures applied in the audit of the financial 
statements and, accordingly, we express no opinion on it. 

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
board’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the board’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

Respectfully submitted,

/s/ Cindy Jorgenson

Cindy Jorgenson, CPA
Deputy Legislative Auditor
Helena, MT

January 4, 2023
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