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'I'll(' IA~~rislativt! Audit Committee 
of the Hontuna State Legislature: 

Transmitted herewith is the report on the audit of the Crime Control 

Division for the years ended June 30~ 1975 and June 30, 1976. 

'rhe audit was conducted by Anderson, ZurMuehlen and Company, CPA's, 

under a contract between the firm and our office. The comments and 

recommendations contained in this report represent the views of the firm 

and not necessarily the Legislative Auditor. 

The agency's written response to the report recommendations is 

i nt'luded in the bu\!k of the audi.t report. 
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Legislative Auditor 



TABLE OF CONTENTS 

Summary of Rccommc.mdations 

Auditors' Opinion 1 

2 

Audit l"indings and Rt~~~ommcndutions 6 

HaJ or Recommcmdntions 6 

Nanual Rl'cordktH.!ping System 6 

Grant NanagenH.'tlt Do tn 9 

Subgrant~e Accounting R(.!cords 10 

Suhgrontu~ Equipment Inventory 11 

14 

Subgrant R~corJ Exceptions 15 

Uffice Exceptions 15 

15 

16 

F i l'lJ EXt:l.'l't lons 17 

Al'l'lllmting Proclldures and Controls 20 

Aduquatc Documentation 20 

Signatures on Warront Requests 20 

Original Expenditure Support Documentation 20 

Payroll Preparation 21 

Time Control for Payroll Purposes 22 

fixed Asset Inventory 23 

Loaning Equipment to Other Governmental Units 23 

Individuals Control Over Equipment 24 

Board Hembership 25 

Cancellation of Paid Invoices 25 

Subgrant Filing Control 26 



TABLE OF CONTENTS (Cc)ntinucd) 
"'-"'~ ..... ----~"--- -_ ..... 

Implementation of Prior Auditors Recommendations 

Financial Stat~mcnt$ 

Bolance Sheet, June 30, 1976 und 1975 

Statements of Grant Revettue 

Statements of Expenditures onu Obligations 

Statements of r'und Balances 

Notes to Financial Stotements 

Agency Reply 

26 

30 

30 

31 

'32 

'33 



SUMMA!ZY OF .. Rl~.COMMENDA'rIc)NS 

As a separate section in the front of each audit report we include a 
lJ,sting of all rec()mmendations together with a notation as to whether 
the agency t;oncurs or doee not concur ,"ith each recommendation. This 
listing serves as a means of summarizing the recommendations contained 
In the report and the audited agency's reply thereto and also as a ready 
reference to the supporting commct'l.ts. The full reply of the Crime 
Control Division is included in the back of this report. 

The buard's staff make inquiries of the Department 
of Allmlnlst:ratlon to determine how a more effective 
UHl' of ~BAS might be best accomplished. 

Evaluatt~ tho information input to the in-house system 
to ensurt~ tlHlt no massivl~ duplicatl.on of data bases 
r(!sult . 

Ih.'vl!iop a standard procudure und(.~r which subgrantees 
would maIntain their records of grant receipts and 
"·xpEmditurcs. Additionally, the Supervisory Board 
Hhould rt~quirt~ and enforce, primarily through field 
amlils, full reporting of all grant receipts and 
diHhursements on a timely basis. 

Dl'velup a property management control system to be 
imp 11'Illl'.tttl!d by all grantees purchasing equipment. 

'1'hc' Supervisory Board require all grantees to retro
actively t~omplete property records for all equipment 
purchased under subgrants since the organization of 
till' board. 

The Supervisory Board institute un expanded program for 
field staff to ussist the subgt'untees in the imple
fl.\lmtation of un ittVctttory system and that the field 
staff ~l1ork Ul\der th(~ dire{~tion of the internal auditor 
to physically observe equipment purchased by subgrantees 
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in all regions of the state. 14 
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SUMMARY OIl' RECOHNENDATIONS (Continued) ...-..~_. - • ___ ...... --.: __ """""", __ ~ ... c~_~ 

the board's staff design and implement a standardized 
form of subgruntee reporting. Tho implemcmtotion of 
the new format slu')Uld r(~quire thnt subgrantees be 
educated as to what is expected of them and appraised 
as to why th~ information is required. 

The allocation of the $1,309.50 to the t'oripients 
nuwsletter b(l formally apvrovl'u by thQ Supervisory 
Boord. Additionnl1y, it is rCl.!ointnct'Hl('d that tll(;' 
Supervisory Boaru develop t1 definitivG policy with 
regard to budgl~t amendments to tmsurc that .items 
similar to this would require formal approval by 
the Supervisory Board. 

In compliance with the board's stated poliries thQ 
recipient should bl.' notified that he must citlwt 
supply the. board's staff with dCH.'umm'ltation 
supporting hiB expenditures or refut'ld to tIll' bearu 
monies receivcd. 

hjt~~Y __ ~lL~1.: Concur. See puge 47. 

The board's staff review the exceptions for possih1~ 
followup by the appropriate level of staff. 

All copies of the warrant and transfer warrm\t' requests 
should be signed so that responsibility can be fixed and 

15 

16 

17 

19 

t;ontrolled at the board llwel. 20 

The accounting department dupli(~ate pertinent dOf!umen
tation forwarded to the Department of Administration, 
that would not otherwise be retaineu, 

AGencl~: Concur. See page 49. 

Payroll warrants should be rcceiveu, listed and 
distributed by someone other than the payroll 
,clerk. 

Age~.~eply: Concur. See page SO. 
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'~-2 form!> prepared by l~lmtral payroll at the end of each 
Yl~nt' shtluld bl". ruceived) reviewed and distributed by nt, 
officer of the board. 22 

All employee timu cards other than those of officers 
of the board should be reviewed nnd approved by the 
appropriate l~vel of authority prior to submission 
to the payroll clerk. 

,{\J.S._"'<n.l'}'~.BE~lY} Concur. See page 51. 

'rhl~ hoard t s staff should post to the fi:l<cd asset inventory 
log insuring that the period in which the itQm is 
re(~ogt'l.ized fl\r inventory purposes cc.'rrespondQS to the 
period in w'hidl the c:l<panditure is recognized for book 
purposes. 

Emplny~es \'1ho oCGasionnlly become involved in loaning 
l!quipment to other agcmcies should be made aware of 
and be instru~ted to utilize the board's stated 
pr~)cedures. Additionally, 'it is also recommended 
tlUlt tl~ accounting department review the transactions 
i"~lud~d in the checkovt file on a semi-annual basis 
tu Qnsure that it is belng utilized properly. 

lUll) lenH.m.t a policy under which equipment owned by the 
board must be maintained at the board's office when 
nut in use. 

11\itiute correspondm1ce with the office of the Secretary 
of State to alleviate this exception condition. 

'1'0 reduce the chance of duplicate payment all paid 
invoices be 90 marked. 

~~P9l R.eR~: Partiully concur. See POge 54. 

Remind employees that there are reasons for follOWing 
procedures. 

~~~C1~eelx: Concur. See page 54. 
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atoNaL II. 4NOt"~ON 
ChilL lUIiNUtllLtN 

JOUPII CI. LOtHDDnr 
OAftY CAJlL50N 

btN"IS UWHtNcr 

Anclc1"son ZurMuehlcll & CO. NO. I NOMTII I.AST CIIANCt GULCH 

IIAVIO K. JOIIH90N 

cmtTwmo PUULIC ACCOUN'l'AN'l'~ 

HEt.t:NA, MONtANA 59001 

r. .. 'g i 1j 1 iI t 1 v,, Aud It. C,\mmi t t l'~\ 
\If tI\(- Ntlnlana l-)tau' Ll'gil:llatlll.'l· 

\oIl' havl' p;",lIIt!nt,d tin.' iH't'Omp .. mying balatwt' shl!l'tl-l of tho Houtatlu Hoard 

AREA tODI! 40_ 

P. O. DOX 1141 

tl!' Cl'iml' Cnm 1'1,1 ;'tIl \11' ,hUll' '30, 1.97Cl and 1975 and the t'1.11ated stutements 
tlf gl'ilnt 1','Vl'1\ill', t.'x.pendit'Ul'tHl and ohligat:lons and fund bnlnnces for the 
j'l',HH UIl'U l'lHll·t!. Om' mm.millation \>1US mnde in .'tct!ordunce with generully 
iH~('l'Pll'll duditing ~ltandards, atlu, arl~ordingly, included such tests of 
tIlt' llt','IHmt lug rl\\~ordB and such other auditing procedures as we cons'!.!:!", 
l'rl',1 lWl','BH:ll'Y in the e lr(~ums tancl's. 

An l'x.plainl~d itt Note 2 ~)f the Nl)C('S to FinUtHlial Statements, the lic:1:JL'-;;i 
IWl'l'!Hilt'l'}j Administtativo l~Qdorul Funds Available and Award Obligut I!.)'H 
and AI'\'t'tlL'd I';xpenditufl'H, Part-G. As Qxpluined in Note 3 of the Noti~:~ 
til Ftnandal ~tatl'l\llmts, thl' Bonrd OVl\rstutl~S Hatching Recievublcs und 
Admin {}it l'at lVI' t:l'ilt'lt Ih'fH.H·Vc BaltllW0S. Tho Board overstntes these 
!\\IlIHml H tIl ,'(lnl 1'01 ~lUbgl'ant l'('vonue nnd (~xpemlitures and fulfill certai n 

t'I'\h l \'( In~~ rt'quirl'IUI·t1l:A. Thes(' IWQrst:at:enll'X'lts nro not in nccordance with 
)WIW1'illlv ,ll'\'vpll'd ,h'('Oulltittg prit'll'iplt.\s. 

An \·xplaitll'll In NMl' If of thl~ NoteB to Finan~ial Stutements, the Bourd 
l'XPl'lllWH ll'ilVl' 1 adv.ltWl~S. In our opinion this results in an oVerstate
IIwtH of t'xpl'lHlllul'l'!i and an undl'l"statcment of certain reserve balances, 
,wl! i H nlll in ill'cordi.11H'l!. \>1ith AC!tl(>rally accepted accounting princ:tpl~s. 

In 11m' op iul(ln, 11l'1'iluBe of the Qffects l1U the financiul statements of 
t hI' llIat t tot'B ml'ntlnt\l.~u in the pr(>(~t~d i ng paragraphs, the balance sheets 
,hit! tltatl'1ll0nl of funt! balm\cQ~ do not present fairly, in conformity 
toJ[th l'.l'tH'rill1y ih"t'l'pted aCl~olmtit\g prinCiples, the financial postiion 
ill\ll fund halarwen of thl'. Nont:ana Board of Crime Control at June 30, 1976 
,md 19/ f) • 

Ttl our Ilpinilltl, hmlTever, the statements of gt'ant revenue and expenditures 
and obI i!~at.iotHl mm1t:i()n(~d above present fairly the results of operations 
M t.lh' }lllutanil BtHlrd nf Grime Cnntl'ol, except us indicated in Note 4 of 
till' Motl'H to t:in<lnt'inl Statements, fot' the years ended June 30, 1976 and 
tq7~ in t'0nformity with gl'nerally accl'.pted accounting principles applied 
tHI a \'{)\\Bi~H:l'nt basiH. 

If; "'~ .... nf ~iL..- -n:;; 
HI' lena, ~11H1tnua 
(ktobl'r 29, 1976 

M£MllERS OF AMERICAN INSTITUTE OF CERTIFIEO PUBLIC ACCOUNTANTS 
MEMBER OF ASSOCIAT£D REGIONAl. ACCOUNTING FIRMS 
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GENERAl. COHHENl'S REGARDING 'rHE 

MON'fANA BOARD OF CRIMI~ CONTROL 

'l'he Montana Board of Crime Gontrl)l was initially l'stubl :luhed by 

EXQCUtiVl' Order of 111l' Govm:nor 0\\ AUgU:03l'. 2'3, 1968. '1'h{~ EXl't~lItivl' Ol'dl'l' 

nutl itH.'d the hasic fUlH't iun of thl' Board liB fol1(l\.,/B: 

"I'!' IS llmmBV ORIHmlm that the ~flmtlma Lm-l 1':nforl'('IIll'nl 

Planning C!mnmittt.'l' bl' lll'l'l'\dth l'rl'atl!d anu ul'llignatl'd 

aD the Bole State agency to administer fundy, to rreatl' 

plano and to otherwiol' cXl'rrisc the functions required 

und'~r the said Omnibus Crtnw GOlltl'l)l and Sarl' Strl'I.H;S 

Act of 1968." 

Ultimal'cly, under c:xe~utiver(lorganizatiot\, the Hom'd \':<1S Bt at u

torily ereuted in Seetion 82A-120i, R.e.H. 1947: 

"(1) 'fhe.> administratively t'l'eut<>d agent"Y Imo\{I'l aB tlw 

govl'rnor's erimt! control l'OIllIl1:lsshm is herl~by t'reub.'u 

by law as the board of cdml' l'tHltrol, and its funt'tions 

are outlined." 

'fhe Supervisory Board if) compo!1t,>tl of si~teen (16) m(jmhe1"o appointl.tl 

by the Governor. The Supt\rvisorv Hoard I s membN'ship is l"l\prl'fH~ntat1vl' ur 

state and 10t.'<11 law lmf'orCl'mC'llt a~Wtwil!s and units of gl.!fil~ral 10('\11 n()Vt~t'n

ment. The Board's primary role is supervisory in nature since it ()VerBt'l~H 

the development or tIl(! ComprehC'usive Plan and its implementation. 'l'lw 
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t:om\ll'l'hl'lWiVll Plan is apprtlvod l)Y thl! Hoard as are all programs funded 

\oJithln the Plan. 

Till' Htatl' PI annin~ Agl!nc.'y (SPA) is 11 senff of: professional planners 

and l·t'm.·arl..·hl~rs t'l'Hpm\sible tor chi.' development and implementation of 

the Compreht'usivl! Law Enforcemcnt Improvement }lIon as approved by the 

lit'Vl'll\t> Innovat lvl' approadles to law enforcement improvcm~nt and provido 

ft11ltllng lneunt ivm; tlJ carry out t:hese progrllms. 

'I'll(' Board t B 0PI.,lt'utitHlS arc funded by the Federal Government through 

tltl' I.m.: Enfnr(~l'tlll.,lu,t; MH~istam'l' Administration and appropriations by the 

~t ,tle l,f Hontal111. SubgrantG llPI,roved by the Supervisory Board to qUill i-

:l l'tH\t:l'lbhtion or match by the redpilmt. 'rhe maximum subgrant funding 

ratio (·ntablislwd by the 1~C'd~~rtll novcrnment: is~ 

9m~ l~ed(>rlll 

5% State 

=J?! Local 

100% Total 
::=--..:;::::::.:! 

ffhe i.l(~tual funding ratio, (lS approved by the Supervisory Board with. ... 

in tIl(' nforemcntionc:!d limitations t '.mries ft"om subgram. to subgrllnt. 
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The programs funded by the Supervisory Board vary Rrently, depend

ing on stat(~ and local needs and problc!ms. Examples of major areas of 

involvement und at'tion includ~s the er('lltion of n viable law Qllfor('Cm(Hlt 

communications network. Police Departml"!nts and Shuriff's Offices throu~h

out th~ State l'tOW have a ll\Nlern tool which has improved their fuul't ion 

greatly. This tool is the tH~ecssury link bet\<lctm the police officm." on 

the streot and others who provide supporting roles. Prior to the cre-

t.~ ':' ion of the Bouru and its fundIng wpability, enr to car cOllununi('atlon 

or even cur to Departmt\nt base station was quite weak. In stress situ

ations the officer was too oft~n p1acl~d in jeopardy due to his innhi1 ity 

to contuct other units nnd request assistanl~C at' advise on the natun' llf 

the situation. This gnp in communications hus reversed itself to th~ 

point where quality communi(~ations equipment is now available to elt 

least 90% of all law enforcement persontH?l \<lorldug it"1 the criminal 

jus tice Rystem. Further (~xampl(>s of the Board' 8 involvement nre the Lnw 

EnforN~m(\nt Tl..'letype System and the Law Enforcement Academy. At the 

time the Boord beeanw involved, both programs ,,,ere on~going, but they 

were minor progroms or port-time ventures. The Teletype System, offer

ing hnrd copy communieations between police agencies nnd the nationnl 

hook-up to the Crim(l Information Center in \~nshington, D.C.! V.ms quite 

limited in scope until restructured with funding incentives from the 

Bnard. Presently, it covers 011 of tht' major cities and counties of the 

stnto, nnd hus been improved to provide fnster information processing. 

In this rt"!gard, the mojor ochievement was to centraliz~ the coordination 
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of the system in a state agency having the capability of providing 

l~ont inuily in overall development and control. The Law Enforcement 

Aeadpmy was basically a part-time venture, although instruction offered 

was of a quality nature. Again, funding incentives of the Board has 

creall'd a full-time law enforcement training program. The Academy, now 

a unit of State Government, has a full-time profes' iona1 staff, pro

viding t.rnining programs in all fields and components of law enforce-

mt'nt. 

In Hny 1976 we entered into a contract with the Office of" the 

Legislative Auditor under which we would perform financial compliance 

l'xaminat ions of the Hontana Board of Crime Control for the fiscal years 

('ndl'd .TunL' '30, 1976 and 1975. Host of the field \'lOrk was performed at 

tilt' Board's office in Helena. Field work relative to the examination of 

SPl!l'1fil! subArtlntees records was performed at: 

Big Timber Folice Department 

Billings Police Department 

Carbon County Sheriff's Office 

Department of Institutions 

Department of Justice - Prosecutor Training Coordinator 

Hill County Probation Officer 

Hill County Sheriff's Office 

Judith Basin County 
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Lewis & Clark County Group Home 

Missoula Police Department 

Missoula County Sheriff's Office 

Montana Bar Association 

Powell County Attorney 

Sweetgrass County Sheriff's Office 

Yellowstone County Sheriff's Office 

During the course of our examinn~ion, a numher of exceptions in tilt' 

areas of recording transactions, internal accounting control, management 

reporting und effiriency and the accounting rerords of subgrantees were. 

noted. 

AUDIT FINDINGS AND RECOMMENDATIONS 

~Q.liJ~~~C~ND.bTI.9N~! 

As a result of our examination, a number of major rccommlmdut inns 

have been formulatl~d concerning the Board's accounting system, grant 

management data and subgrantees recordkeeping systems, fixed asset 

controls and repo~ts. It is our opinion that the implementation of 

Lhese recommendations will result in increased effi<.~iency and reduee tht' 

possibility of compliance violations. 

~ANUAL .BJ~COJt'plill..EPING_ SYS~till! 

'l'he Board relies on a manual a('t'ounting system for recording tranH

actions. This system, implemented during the formative stages of the 
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Board's existence, can no longer efficiently meet the finanical and 

manag(>ment reporting requirements of the Board. This deficiency is not 

a result of poor administration of the existing system, but rather of 

the tremendous growth in both dollar and program volume experienced by 

the Board during the past several years. The existing system cannot 

generatL~ on a timely basis, information required by project managers and 

subgrant administrators to allow them to critically review their oper

{leions and render objective evaluations necessary for efficient manage

llll'nt:. Symptomatic of the existing system problems is that it takes 3 to 

4 days to post a month's transactions to the general ledger. 

All cash transactions recorded on the books of the Board are also 

fl'eordcd on the State Budgeting and Accounting System (SBAS). Theo

retically, SBAS should be able to replace the existing manual system 

bl'cause it was designed to serve as an integrated accounting/management 

reporting system. Unfortunately, the information input to SBAS by the 

~oard's staff is not presently organized and coded in such a manner that 

comprl~l\l'nsivc reports can be prepared from information within the system. 

As a part of our examination, inquiries were made of other state 

agencies who use SBAS. One agency with grant reporting problems similar 

to those of the Board lias replaced their tnanua1 system with SBAS. 

RECOHHENDATION 

Based upon the results of our examination and of inquiries made of 
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other state agencies with similar reporting problems, it is our opinion 

that a substantial portion of the Board's recordkeeping requirements can 

be fulfilled by SBAS. It is our recommendation that the Board's staff 

make inquiries of the Department of Administration to determine how 11 more 

effective use of SBAS might be best accomplished. We feel that u gn~at 

deal of time and effort will be required to accomplish this transition. 

Even after the transition is completed the Board's staff may still be re

quired to keep supplementary records prepared either manually or with the 

Board's in-house computer capacity to fulfill all reporting requirements. 

The implementation of the SBAS system will have a number of direct 

benefits. 

• The time devoted to recording transactions should be 

reduced greatly, allowing accounting personnel more 

time to deal with subgrantee reporting problems and 

management r~porting requirements. 

• Alleviate the existing duplication of certain infor-

mation contained in the manual system and SBAS. 

· Provide management with the opportunity of generating 

meaningful reports by using the SBAS MK.IV programs. 

• Eliminate the need of reconciling manually prepared 

data with SBAS reports. 

It was beyond the scope of our examination to determine the cost or 
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time requIred to changeover to SBAS. Such trsllsition will encounter a 

number of problems, however, to assist management in carrying out the 

Board's long-term goals and objectives, the transition ~ be made, 

sinee thQ existing system is outdated and cannot efficiently meei' the 

demands placed on it . 

. m~.N:tl!ANA.GEI:<1ENT DATA 

As indicated in the preceding pOint, the Board's accounting system 

does not generate timely information for the efficient administration 

of 8uh!!,l"ttnts. To supplement the accounting system the Board's staff is 

currently using un in-house computer terminal to control awards and cer

tain stutistil~al dnta. To some extent, this system duplicates infor

mation contained in the manual system. The computer system has been 

valuable to nmnagement because it has provided timely reports in a 

usable format. 

!~~9~~!L~BJ!A't!9~~ 

As the Board changes to the SBAS system of accounti~g, they should 

critically evaluate the information input to the in-house system to 

ensure that no massive duplication of data bases result. It was brought 

to our attention that the Board's staff might be able to integrate the 

in-house datu base with the SBAS data base. This possibility should be 

throughly investigated since it would result in a reporting capacity 

limited only by the users imagination. 
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It is imperative that all data input to the in-house system be 

~. doordinated through the financial deportment to ensure an orderly 

transfer of data. 

"~J.LBGRAtg'EE ACCOUNTING RECORDS. 

All Skr15g}"antees have attempted to use existing rec.~ordk<.'l'ping 
,-

systl'mS for reporting to the Boord. Many of the subgrantees do not 

have adequate systems to reconcile receipt and expenditure r0corus to 

the actual reports submitted to the Boord. Generally the recordkeop-

inA system for local governments does not readily p~ovide information 

necessary for Board reporting. Some subgrantees have established 

suppicm(\ntal records to document receipts and expenditures of grant 

funds. Without supplemental recordkeeping the subgrantees usually do 

not have records which dire~tly Rllpport" I?xpenditures reported. In 

the ease of one subgrantee, it was not possible to reconstruct their rt'-

cords to reach agreement with reported expenditures. Through the use 

of a standardized reporting system the Board would receive more re-

liable reporting. In addition a direct audit trail would be estab-

lished to facilitate easier verification of the accuracy of the 

reporting by auditors (either internal or outside contractors). A 

uniform system would result in complete grant expenditure reporting 

and t-lould alleviate a problem of subgrantees not reporting exp~nditurcs 

in excess of grant budgets) thereby resulting in more complete report-

ing to LEAA. 
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Within many of the localities receiving subgrants, there seems to 

hC' confusion as to the personnel responsible for the preparation of. 

reports for submission to the Board. If a Simple, standardized supple

ment(11 system was devised for the general usc by the group it: appears 

certain that the Board would have better control over subgrant expen

ditures and that this procedure would result in a greater degree of 

n~curncy in reporting. 

~.I~£Q~1l'mltDATr(}!i 

Tho Board's staff should develop a standard procedure under which 

suhgrant(!cs would maintPin thei.r records of grant receipts and e:x:pendi

tur(!s. Additionally, the Supervisory Board should require and enforce, 

primar 11 ':! through field audits ~ full reporting of all grant receipts 

and disbursements on a timely basis. 

The implementation of this, recommendation will result in subgrantee 

reports conforming to the Board's reporting requirements and facilitate 

tht' BMrtls processing of these reports. 

Sl!.B}1!~~ll"J~ EgUIPHEliT INVENTORY 

Grunt award letters condition the expenditure of funds for equip .... 

men!: as follows: "Equipment purchased \dth grant funds must be iden

tified und inco-rporated into an in.ventory system". This condition is 

obviously a necessary part of the subgrants in order to satisfy the 
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Federal. Property Guidelines. These ~uidclines (PropL'rty Nanagement 

Standards I Attadunent N of Circular A-l02; ref. H7l00 .1A, Appendix 9, 

Part 5) nrc as follows: 

"5. The grantees I property mnnnget11cnt standards for noncxpL'mJnblt.' 

persontll property shall also include the following pr(wedural 

requirements: 

a) Property records shull be maintained accurately and pro-

vide for: a dcsc.ription of the prl1pcrty; manufac.Lurerlg 

serial number or other identification numb~r; t'l'quisi.tlon 

cinte and cost; source of the property; percentage of 

Fodornl funds used in tho purchase of property; location, 

use, and condition of the property; and ultimate dis-

position data including sales price or the method used to 

determine current fair market value if the grantee rcim-

burses the grantor a~~cncy for its shares. 

b) A physical inventory of property shall be taken and the 

c) 

results reconciled with the property records at least 

once every two years to veri fy the existence, ,'~urr~~l1t 

utilization, and continued need for the property. . . ,., ... 
A contr~l $ystem shall be in effect to insure adequate 

safeguards to prevent loss, damage, or theft to the pro-

perty. Any loss, damage, or theft of nonexpendable pro-

perty shall be investigated and fully documented. 
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d) AdNlunte lnaintcnunt'c procedures shull be implemented to 

keep the property in Rood condition. 

0) Proper sales procedures sholl be established for unneeded 

property which would provide for competition to the extent 

prot.'til'oble und result iu the highest possible return." 

l"i(dd audits of subgi:'antees revealed that the group taken us a whole 

tIOl'S not hnvl~ or maintain a physical inventory system satisfactory to meet 

the requirements set forth for Federal Property. The situation of having 

nn l-wstcm whatsoever \'10S prevalent in all small cities, towns and counties 

t'PVil·Wl'd. Larger ('nt ides gave lip service to hnving on inventory system, 

but there w~re indications that they hod never reconciled records to on 

u('tual physical inventory. It appears that the Board cannot rely upon 

tilQ present accounting systema generally in use by local governments to 

satisfy the requirements set forth in the Federal Property Guidelines. 

It appears that tlw Boord's stnff should take action to develop a re

quirt~d invent()l."Y systmn to be implemented by all recipients purchasing 

equipment with Board funding. It is apparent that this system will gen

erally have to be maintained as a supplemental record to the accounting 

sysl~ms presently functioning within local government entities. 

!\~19HHE~DATIQNS 

1. That the Board's stoff develop a property management control 

system to be implemented by all grantees purchasing equipment. 

-13-



2. That the Supervisory Board require all grantees to retroo~tiv01y 

complete property records for all equipment purchased under sub

grants since the organization of the Board. 

3. That th~ Supervisory Board institutc an expanded program for 

field staff to assist the sub~rantQes in the implementation of 

an inventory system and that th(~ field staff work unu(~r thl' 

direction of the internal auditor to physically observl' l'qulp

ment purchased by subgrantces in all rc~ions of the Statt.'. 

§..U_B~9R~NT~E~J~EPQRJS 

During our examination we performed field audits of the reportH of 

a numbp.r of subgrantocs. It bet~ame apparent that chcr(' was a ltll'l< of 

standardization ill the. mOl'lllCr in which suhgrantcl's managed grant fUl'Hls 

at the local level. This int"onsistC'ncy in management by the rl'C ipil'llt.S 

carries through to the reports that the various subgrantcta p~epare for 

the Bourd. Additionally, the timplin(>ss of the subgrantees reporting of 

expenditures to the Board is not well controlled. In some cases the data 

reported to the Board appeared to be haphazardly prepared by the sub

grantee and reportl.'d to the Boord at the subgrantee's convenience. 

'1'he Board is required by the LEAA to file certain reports ,·lith that 

agency on u quarterly busls. Includ('d t-1ithin the information requi r(>d is 

the amount of expenditures made by tlw subgrantees during the report ing 

period. As long as untimely and inconsistent data is submitted tu the 
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HtHlrd by nuugruntcea the Board's staff will have a difficult time 

l'l'ntlpring mt.'lluingtul reports to the l..EM. 

1 t is rl'l~onuncndl'd that the Board's staft dosign and implement a 

Htnndardhed form of suugrantl'l~ reporting. The implementation of the 

new furmat should t'(~quir(\ that subgrantces be educated as to what is 

I'Xpl'(~tl'd of tlwm and appraised as to why the information is required. 

It in our t)piniol1 that thl\ implt'mentation t)t such 0 program will protect 

thl' subgr':HHees, sit1l!l' complim'lcQ errors which might trigger grant re-

During uur cxamtmH:i<')t\ of subgrant records (11: office and field 

lu~'ati(llw il number of exceptions were noted. 

In uctober 1975 the Supervisory Board approved a grant to the Montano 

Criminal Defense Lawyers Association to hold a seminar for defense 01:1:01'-

1\eys. The seminar was m.:m:ded $13, 125~ After the seminar was held the rc-

~ipicnt Indi~ated that $1,309.50 of the grant had not been sp~nt. Officers 

of the Board approved the rocipients application to spend this balance 

nn the recipients quarterly newsletter. In this particular case the 

-15-



(1l1t'St ion ari~ws aE! to wlwtlwr or not tIll' aut\wrizlllion to slwnd ttw 

$] ,:309. SO wns merely a budget: amt'udnwut or l'upt'Qsl.mtc..Hl an mqHmt.11t \11'1,.' 

for :1 dHfcrcnt purpo~ll'. Ii the exp(~lUlit:urQ was rot' a difft'l'l'nt (HIl''''' 

Pl)SC; Supe.'rvisory noard apprt.wul should have bQQt1 obtaitwd as all 

subgrants in exct~SS of $1,000 ruquit"(· fl)rmal B{)aru approvul. 

1t is rl'{'onmumdlHl thnt th(· al10rat ion of tlw $1, '309. SO tll tIll' 

recipients newsletter b~ formally approved by th~ Sup~rv!gory Huard. 

dufinitive policy with regard to budget: aml'ndmc'l).t8 to ('nHUrp that it limB 

simi1(lr to this would r(~quit'e formnl npprlwal by tIll' Supervisory IhHrrd. 

'1'he Supt'rvisory Board approv(~d a grant to send a SU(H"emp Court 

Justh~l' ttl U sl'minut', The JustiN' \·ms issued {\ warrant, attlmdud tIw 

seminar and ref:utldud unused grant monies. frh~ l~oartP s utaH elo9l'd Ilut 

tlw Bubsl'quent file ,,,ithout receiving invoicus supporti11g I: hI..' j llufwn 

mcpm\(1itures. Two ~x~~eption (~onuit ions were pl".!sent in this t:runt • 

• 'the Bonrd I s staff closed out the file without 

• '£lw judge did not supply the Boord with iuvoit!e8 

as requireu by the subgrant applicat.ion, 
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HECON~t)~NDj\:l:,l}).t~" 

In ~lmlplionce with the Boord's Rtoted policies the rocipicnt 

Bl\lHlltl btl not Hied that h(.l. must: (.I.itht~t' supply the Board '!:l staff with 

do('u\11l'nt alion tmPPlltting his nxpendituros or refund to tho Board 

TIlt' Board t n QXiBting X'llview pt'Ol'llUUrCS should have pointed out this 

~'X~'l'Pt inn. All f illlB arc t'(~vicwod by Standards prior to issuant~o of tho 

final t'l't't tfh'ation. It i~ suggosted that manugement:. rc.view proccdurc.s 

t.J it h t ht>lil' t'.mp 1 0Y('.l'6 to insure they Utlllerstand the importunce of their 

t'l'\' 1 ~I\I[ rutH't. hm. 

F [ E,tJI. )·~~t:,W:Ig,~~~> 

tht' t\)Uowing QXt'QPtions were observed during our examination of the 

l4uhgl'.mtt'os rl)cords. 'rh(.l.Sl~ items have already been turnnd over to th~ 

B,'ard'B Ataff for resolution. 

1. In one c.~ount.y, nt') single offici111 would aSsume the responsibil

ity for preparing the expenditurt.~ report submitt<:.u to the Boat'd. 

In this ease there was no reconciliation between county expen-

diture detail Ut'\.d the report submitted to the Board. 

2. A sheriff's department processed a claim for payment or eqUip

ment purchased before delivery of the equipment. An expendi

ture report was filed indicating the gtOant wns completed when 

in fnct, almost two thirds of the equipment had not been re-
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{'('ivcd. As of the audit date, tt.;o months after tho. authorized 

completion date, the equipment had not been delivered to the 

depnrtt'lwnt. 

3. A state ag{'lH:~y purchased n '1'(HlI? Input system Undl\r Board fund

ing, hllWl'Vl'r, only a portion of tiw Aystem was pur('has<.'u until'!' 

an HBCe gi"ant nud tht, remainder WilS funded by thl' A~wm'y. T t 

would appear that the entire expenditure should have been 

involved in the grant in order to incroase the amounts r~

ported to t1~AA for the local match. In our opinion, tIll' 

system purchased could only function taken as a whol0 and 

therefore the entire purchase should have baen reported show

ing the Agency share as mntt'lling funds. 

II. Documentation 1n one grant involving a consultants 8ervi('l~s 

was weak. The grantees records did not provide any docu

mentation supporting percentage of completion or acceptance 

of performnnce.> whit~h \.;ould be neeessary for payment autho

rization. 

'this grant!.~c was .1180 drawing dot.;n th"ir <HITard, even though 

they twre aware.> that the entire grant ·.:ould not be expended. 

In fact, they were encouraged by !>lBGe staff to draw the re

maining mmrd balance, apparently because the timeframe for 

obligation of the Part C monies was to expire at June 30, 1976. 

5. One County Sheriff department was very weak in compliance with 

Board requirements. Of four grants reViewed, three were in 
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violation of established policies including the inventory 

system deficiency. 

a) One grant was a clear case of after the fact funding. 

None of the equipment was ordered or received during the 

grant duration. 

b) One grant involved 1973 funds which were obligated at 

June 30, 1975, but were riot expended prior to September 

30, 1975. Also, the calculated refund returned to the 

Board was in error. 

e) The third grant was not cbmpleted during the grant dur

ation. The invoice date on the equipment purchased was 

75 days after the duration expiration and payment was 141 

days after the duration expiration. 

6. One grant was not followed up by staff for compliance with 

reporting requirements. The expenditure period ended August 

31, 1975 and as of September 1976 the HBCC had not received an 

expenditure report. Our audit revealed that the Board is dUB 

a refund. 

RE..90t-lMENDA'rlilli 

WI:' reconunend that ehe Board's staff review the exceptions for 

possit,lc rollowup by the appropriate level of staff. 
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A number of t!xcl'ptlo11 ('onditions fl.'lnling to tht' support of' l'X-

pendltures were noted during the course of our t!xamination. These 

exceptions centered around the fact that certain original support docu-

mentation is transferred to the Deportment of Administration along with 

the warrant request. Because of these exception conditions, we were 

rl~qu:i.red to int're(lSe the scope of our examination in certain areas. 

Copies of the warrant and transfer requests maintained at the 

Boord's office arc not signed by the approving officer. Only the orig-

ina1 request which is forwarded to the Deportment of Administration is 

signed. The original \,,<1rrant rC!quest is separated from the (~opics prior 

to being signed. 

It is our opinion that all copies of the warrant and transfer war-

rant requests should be signed so that responsibility can be fixed and 

controlled at the Board level. The implemclUtation of this procedure 

will provide for more complete documentation of transactions. 

Q!~IGlNAL EXPENDITU~ __ SUPPORT DOCUMENTATION 

In certain instances documentation supporting expenditures is for-
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wnrd(·d to tlw Department of Administration without retaining n copy for 

tht· Board's fill'. We encountered one instance where receipt of office 

stlppl il~s was vC't'ificd by the receptionist on the vendors original invoice, 

pl·r tlw Board's stated policy. That invoicl::! was forwarded to the Depart-

mt'ut of Administration and was not available at the Board's office for our 

i nSI)('(~t: ion. The duplieate invoices did not bear evidence of receipt. 

Th0 preponderance of the support files maintained by the Board's 

staff contain adequate documentation to ensure that all the support files 

v(lntain nl1 information required to adequately verify expenditures. It 

is pr()pos~d that the Accounting Department duplicate pertinent documen-

tat ion forwarded to the Department of Administration, that would not 

otherwise be retained. 

PAYROLL PREPARATION 
",-<;...--,,- ....., .... ,--=--~-""' 

Payroll preparation and personnel record maintenance functions are 

performed by one payroll clerk. The payrolls prepared by this clerk are 

reviewed by the accounting supervisor and approved by an officer of the 

Board. After the pnyroll wnrrants have been prepared by Central Payroll 

tht'y art' returned to the pnyr011 clerk who distributes them. Unclaimed 

warrants nrc maintained by this same clerk. Additionally, the payroll 

clerk rt:'eeives and distributes the employees W-2 forms at the end of the 

year. 
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l<ECOMMEND~ 

Because of the relatively small number of employees of the Board 

and the checks involved in the payroll preparation system, th<.>fact that 

the payroll functions are concentrated in one individual is not con-

sidGred a major weakness, per se. 

We feel that internal accounting controls surrounding payrolls 

would be significantl~r strengthened if the following two procedures wcr(~ 

implemented~ 

A. Payroll warrants prepared by Central Payroll should not 

be returned to the payroll clerk. These warrants should 

be received, listed and distributed by someone other than 

the payroll clerk. This procedure would str~nRthcn 

controls surrounding payroll and present no hardship to 

the Board in its :implementation. 

B. W-2 forms prepared by Central Payroll at the end of each 

year should be received, reviewE~d and distributed by an 

officer of the Board. 

J'INE CONTROL FOR PAYROLL PURPOSES 

IndividUals submit weekly time. cards to the payroll clerk for hours 

~ worked during tRe. preceding week. These time cards are signed by the 

employee but nat by an approving supervisor. 
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ill~Q9kLMJiN]H\TlQ.N.. 

It is our rccommcndotion that 011 employee time cards other thon 

those of officers of the Board should be reviewed and approved by the 

appropriate level of authority prior to submission to the payroll clerk. 

Tht' implementation of this procedure should ensure that hours claimed 

by employees do in fact represent hours worked. 

Il!t~Q_i\~_~EI 1NVENTO_RY 

The fixed nsset inve.ntory maintalmad by the Board's staff did not 

reconcile to the general ledger at June 30, 1976 and 1975. This exception 

I.!xisted because the period of posting to the fixed asset inventory control 

log did not necessarily correspond to the period the expenditure wos re

cognizud un thl.l books. As a part of out' examination we reconciled the 

fixud aSRet inventory to the general ledger expenditures. 

RI~g~~m.t'mt\1I<lli 

In the future the Boord's staff should post to the fixed asset in-

ventory log insuring that the. period in which the item is recognized for 

inventory purposes corresponds to the period in which the expenditure is 

recognized for book purposes. 

LQ.NiD'ls!' J~gU!p~mN.:r~'t.9_ O1'HF.R C:OVl~l\ill'.!f~'1~~l ... _ Uti 1 TS 

Ouring our testing of the fixed asset inventory mOilitained by the 

Board, we were unable to locate a ~novie projector or any documentation 
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He to its disposition. It was SUbscqlH .. 't1t1y detl'rmint~d that the pro

jector had been loaned out to another law enforcement agency and we 

examined the projector upon its return to the Board. 

l'h!.? 8oa-rd' s staff has stated procedures relative to the loaning of 

equipment to other agencies of government. It consists of Q checkout 

sheet siAned by the borrower and maintained by the Board's r~ceptfonist. 

I t was noted that this system was last utilized in 1974. 'Rernusc ()f thin 

deviation from stated procedure, we expanded our scope in the testinA of 

the fixed asset inventory. No further exceptions relating to borrowed 

equipment were encountered. 

~ECQ!,fr1END.AJION 

Those Boord employees who occasionally become involved in loaning 

equipment to other agendes shoul.d be made aware of and b(> instructed to 

utilize the Board's stated procedures. Additionally, it is also rerom

lnended that the accounting department review the transactions included 

in the ch~ckout file on a semi-annual basis to ensurs that it is being 

utHized properly. It is our opinion that the implementation of these 

procedures will better safeguard the assets of the Board. 

HlDIVIDUALS CONTROL OVER EQUIPMENT 

During our testing of the fixed asset inventory maintained by the 

Board, \"8 were unable to locate a pair of binoculars. It was determined 
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r~----_____________ ~ _________ _ 

that an employee hat! them in his po\:isession. The employee brought the 

hirtoeulora in and their eXistence was 'Verified. 

The Board's stnff should implement a policy under which equipment 

l)wltQd by the Board must be maintained at the Board I s office when not in 

USl'. '1'h0 institution of this policy would make equipment more available 

for 1It'11 iztltion by other employees and agencies and provide the accounting 

department with criteria for determining an exception condition should 

thll ass~t not be available for utilizution. 

As a part of our examination, we confirmed the Supervisory Board's 

mpmh0rship with the Secretary of State. The list confirmed by the 

Rl~l·cd.ll·yts office differed from that provided us by the Board. It was 

det0rmined that the listing maintained by the Secretary of State's office 

was out of date. 

The Hoard's staff should initiate correspondence with the office of 

the Secretary of Stute to alleviate this exception condition. 

CANCELLATION (IF PArD INVOICES --_. ------- - ... - '" .. _--
Copies of paid invoices mUintnined by the Board's staff are stapled 
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,~------------,----------------------~----~-

\. 

\ 

to the Wllrrmtt c1.tim. '1'h080 paid invoices bear no evidence ()f Ntnt'ella-

tion. 

'1'0 reduc~ the chance of duplicate payment! it is recommt'ndl~cl that 

all paid invoices be so marked. 

The Board's staff has a stated policy under which the user is to 

sign out all subgrunt doeumentat ion rt.'llllwed from the Acc()untin~ 1)('\lOtrl-

Illtmt's files. During the course of our examinatioI1, 'oJ(' notit'cu st'V0ral 

instances where this procedure had been abused. Documents were not in 

the files nor had they been cher,ked (JUt. 

Nanagement should remind employees that there are reasons for 

following pro(!edurcs. In this particular case, time was wasted search-

ing for files rather than going dir(~ctly to the user. All files 80ughL 

were eventually located. 

As a part of our examination y we reviewed th~ recommendations pro-

posed in the audit: reports prepared by the Law Enforcement Assistan("c 

Administration at June 30, 1974 and Anderson ZurHuehlen & Co. at June 
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30, 1972. 13ns(>.u upon the results of this l:cview and discussions with 

varLOUR officers of the Boord, it is our conclusion that the Bourd has 

implemmlteu or n\:lwt'wisc acted on u11 major recommundationa contained in 

the pril)!' uud its. Several points relatitl.g to specific subgrants are 

stll1 olnm, but the npproprinte nction hus bec.n initiated. One pOint 

ClmN~rnil1g th(~ alloen-tiot\ of administrative costs to grunts is still 

bclng tt'viewed by T.EAA. A summary of major recOlnmendutions made by 

prinr audits und the Board's actions follow: 

COMHENT ---
· 'rhe thH1. rd 's by-laws be amended to · Accomplished 

mQ(>t ~ertuin Federal requirements. 

• 'i'hat tht' Board formally delegute • Accomplished 

rQrtnin responsibilities and func-

tions within the SPA. 

· That the Supervisory Board Chair~ • The Chairman und his secretary 

man and his secretary be termiM resigned. No compensation refund 

nuted (lnd chat a refund of com- was deemed appropriate. 

pensution, as deemed appropriate, 

he obtained. 

· That the Board negotiate a • Accomplished 

setClemQnt with the State Marit 

System for SFA employees. 
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REc.:OH~mNI>A'rION 
.... oll' __ .~. _____ ...... ~'"""'""'~"",,II! 

• That the Board allocate more · l~e reviewed the tr~M rl'SpOnSl~ t:o 

t iuw to th(~ preparat :f,on 0 r tlw the 1976 Plnnning/nudget. 'rhl' 

Comprehensive PIon. reply wns gcnerally luudltnry in-

dicBting that the planning wns well 

organized and prcsentud. 

• That the Board institute pro- · Accomplished 

cedures that guarantee a timely 

review of subgrant applications. 

• That the Boord rl."duee fUl'\(lit\~~ • Accomplished 

ratios on continuin~ projerts. 

• '1'h3t I:lw Board institute a • Accomplished 

checklist to insure technical 

~ampliance of subgrantee reports. 

· Thtlt the Board adopt a w::ittcm • Accomplished 

policy witll regard to the pur-

chase of fixed assets. 

• Actun! expenditures by subgrant- • Accomplished 

CDS should be supported by invoires. 

• That tho Board hire a field • Accomplished 

auditor to review subgrancees 

records. 

• Exception conditions relating to • Appropriate action initiated. 

specific Bubgrants. 
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JtE,q~2tltlKNMl'I.9Jl. 

• Thnt th~ Bontd develop n plnl1. 

for the cquHnblc distribution of 

administrative costs for sub

grant s whl'1:t' the: Board is the 

tN~iph\t\t • 

cO}'Thm.tt.T 

Q9HHEN'l;, 

. The Banrd developed and imple

mented G plan. This plan was not 

approved by LEAA. The Board is 

developing another plnn to meet 

all specifications required by 

Lf.~AA. 

We wish to express our appreciation to the Supervisory Board and 

its staff for the cooperation and assistance we received while con

ducting our examination. Additionally, we wish to complement the Board 

for itB positive attitude in denling with certain problems that arose • 
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l~lNANCIAL STA'rENENTS 



C'Hlh 111 'l'reasury 
II;(' t.inl1 ... Oe11('r111 Itu11d 
At't1011 ... Part C 
MtiOll - Part E 
nisI.' t't~tionat'y 
Admillist1:ativc 

BOARD Ol!' CRIME CON'rROL 
BAt.ANCE SmmTS 

June 30 t 1976 ond 1975 

Ft'dt'ral I·'unda Available (Nota' 2) 
A{' tl~m ... Purt C 
Mtilltl .... Part E 
I>i H\'l'l~t fonary 
.111von'il r.~ 
Administt'ativl~ 

~~at't.·hing Rt' ecivablt.:ls (NOt:l~ 3) 
Fbwd AtHH11:S (Notl~ 1) 

A\·mrd Ob1i~WtiIH1S ,md AN'rUl~d Expenditures (Nott' 2) 
Al'tit\u - General l~und 
Melon - Put:t: G 
Mtim\ - Purt l~ 
1> i fW n' tiona 1.''1 
.JuvcnHc Ae c lon 

Grunt: ... Rl\servc nnd Pund BnlancM 
At- t ion - (;m1cral l~und 
Action - Purt C 
At~tit)n - P~lrt E 
.luvl!uilc 
Administrative (Notos 3 nnd 4) 

l~ixl~d Asset Fund 

2;,O!~9,204 
498,000 
670,120 
335,000 
287,193 

'-3:8'3"9"--:517' 
,_t~---. ... ~ ... _};,_~ .. "",* .... 

62,909 
< ""'"_'~_~.' 2..52 
., ,_l..f-~,.~!!i 

$4 270 322 :=.,~~-:~-.... -,~~"! 

98,256 
942,734 
402,466 
280,635 

n 5q§.~s~Jl9.. 
J .. !.2~~Q,A.t! 

,,=--~S*,p5.? 

$t. 270 322 .~~::::;..~ 

19J2 

$ 158,9/+3 
'~, 640 

17,982 
1,006 

,,~~_ J1Q.,.f.51 
291 824 ~~.~,~_ .. __ -L ........... , 

2,l,tQ,300 
339,000 
566,461 

582 .558 
.. _"""t:,u- .... O"".,...~."""""""7" 

'3 898 n9 !I;Z._~ ... ~~ 

l~0,181 
56 873 __ ... ~~k~..!-~ 

~>=_~ ?].~Q.S.A 

$ 57) '314 
1,779,109 

162,513 
567,467 -

:,,?~I6,£ill 

58,27 /, 
694,639 
194;470 

-11-§..,,.5,1~ 
1 663 921 

a:-=rv".) ... - ~""--w) .• ~" 

The Not~s to Financial Statements are an integral part of these statements. 
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Genernl Fund Ac.tions 
l'art C Action 
Corrc~tions, Purt E 
Discret iona r:L(~s 
.Juvcnill' 
Support und Plunnlnn 

BOARD OF CRIME CONTROL 
S'l'ATEMEN'rS Ol~ GRANT REVENUE 

Years Ended June 30, 1976 and 1975 

197~~. 

$ 75,300 
1,548,000 

264,000 
561,654 
31,0,000 

. _ .}.L:.:Lt.8.1q 

.~2I?. 

$ 100,000 
1,790,000 

192,000 
1,07,651 

The Notes to Financial Statements are an integral part of these statements. 
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BOARD OF CRIME CONTROL 
STATEHENTS OIl' EXPENDITURES AND OBLIGATIONS 

Years Ended June 30, 1976 and 1975 

lill. 
Expenditures 

General Fund Action $ 85,274 
Pnrt C Action 1,285,265 
Corrections, Part E 54,664 
Discretionnries 561,654 
Juvt."nilc 59,365 
Support and Planning (Note l~) 1,133,531 
F tXNI Assets _~E3. 

3,188,536 

I.L'ss Ov(.'rmatch and Re,funds 
GL'nernl Fund Action 49,957 
Pnrt C Action 38,ll18 
Correction, Part E 9,059 
Support and Planning 10,320 

__ 107,754 

$3,080,782 

ill1 
$ 121,382 

2,260,978 
263,639 
'107,655 

963,318 
_2,2,927 

4,039,959 

59,730 
326 

.?,728 
65,78ll, 

$~~ 91ll~17~ 

The Notes to Financial Statements are an integral part of these statements. 
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BOARD OF CRIME CONTROL 
STATEMENTS OF FUND BALANCES 

Yenrs Ended June 30, 1976 nnd 1975 

Bnlancc) June 30, 1974 

Appropriations ami grants 

Less: Expenditures ond obligations, 
net of overmatch 

Less: Refunded LEAl\. 

Balance, June 30, 1975 

Appropriations and grants 

Less: Expenditures and ()bligotions~ 
lwt of overmatch 

Less: RGfunded I.EAA 

Balance, June 30, 1976 

GENERAL , FtiNrr~~ 
AC'fI"9li 

$ 80,112 

100,000 

121,382 

4~~ 

58,274 

75, ~~OO 

35,318 

----~ 

$ 98,256 
=..=;::-=~=.:~.:! 

PAR'!' C 
~cfrQ.1i 

$1,152,765 

1,790.) 000 

2,201,248 

46 878 
.-.-.-!.,.--.~ 

69ll,639 

1, 5l~8, 000 

1,246,847 

._._J3,05~. 

$ 942,734 
~=.=:.:~..::.==:! 

- --"'~-

PAWl' E 
A(T'ff6'N' 
."-"",",--.,.~~,,..'.-

S 
" 268,032 

192,000 

263,31'3 

.. ~~_._~..!..?.'I.9. 

19l1,470 

2M,OOO 

'+5,605 

"u, .• u .... l Ou,).~ 9 

,?':.::'JO.2:!,,~?:6. 

The Notes to Financial Stat~ments are an integral part of these statements. 

--...-.... 
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DESCRETIONARIES ~NILE .-...-- - -
$ $ 

407,655 

1.07,655 

<-~, ____ ,_.L"', __ "" 

561,654 340,000 

561,654 59,365 

... "" . ...,.» .... ""'''~--''* 

$ $ 280,635 
;:~~~-:.,:::..~.:. ... ~'"!: 

FIXED 
ADMINISTRATIVE TOTAL ASSETS 

$ 901f,219 $2,405,128 $ 33,946 

792,895 3,282,550 

980,576 3,974,174 22,927 

-~-
~9,583 

716,538 1,663,921 56,873 

921,835 3,710,789 

1,131,993 3,080,782 8,782 

63,457 

$ 506,380 $2,230,471 $ 65.655 
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NOTE 1. 

NOTE 2. 

NOTE 3. 

MON'l'ANA BOARD OF CRIME CONTROL 
NOTES TO FINANCIAL STATEMENTS 

June 30, 1976 and 1975 

S~ll1ARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. The Montana Board of Cr ime Control uses a modified iH'ci"ual 
method of accounting to record transactions. Under this 
syst('m grunt revenues and expenditurcs un' rccorded in till' 
period in which they ure determinable. 

B. Fixed assets are recorded at cost. No depreCiation exp~ns~ 
or reserve for accumuluted depreciation is reported in tho 
accompanying financial statements. 

C. Program supplies are expensed ,.,.,hen purc.hased. The Board 
does not maintain supply.inventory records. 

D. The Board does not aecrue vacation and sil~k It' llV0 bl'nef 1 t H 

earned by employees. 

FEDERAL FUNDS AVAILABLE 

The Board's method of recording Federal Funds Available and Award 
Obligations and Accrued Expenditures result in an overstatemt'nt 
of both. Monies that the Board has awarded itself for the ailinin
istration of certain qualifying projeets, reported as Fed~ral 
Funds Available-Administrative, are also included in Pederal Funds 
Available - Part C. A similar duplication occurs when the Board 
obligates the funds to itself and then to a specific project. AM 
a result of recording transactions in this manner, Federal Funds 
Available-Administrative and Award Obligations and Accrued Explm
ditures, Action - Part C are overstated by $68,833 and $89,1'36 
at June 30, 1976 and 1975, respectively. 

HATCHING RECEIVABLES 

The Board's method of recording State matc.hing funds results in 
the overstatement of Hatching Receivables and the Administrative 
Grant Reserve Balance. 'rhe Hatching Receivables and Administrn
tive Grant Reserve Balance are overstated by $62,909 and $lIO, 181 
at June 30, 1976 and 1975, respectively. 
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MONTANA BOARD OF CRIME CONTROL 
NOTES TO FINANCIAL STATEHENTS (CONT'D) 

June 30, 1976 and 1975 

NOTE II. 'rRAVEL ADVANCES 

NOTE 5. 

NOTE 6. 

It is the Board's pol;ry to record travel advances as a grant 
expenditure :I.n the period paid. At the end of a grant period 
the balance is transferred to a successor grant. As a result 
of this proecdure, Administrative Fund Balances are understated 
by $7,000 and $6,500 at June 30, 1976 and 1975, respectively 
and Support and Planning expenditures are overstated by $500 
and $1,100 for the years then ~nded. 

COHNI'l'MENTS 

The Board's minimum future lease obligations at June 30, 1976 
were: 

GRANT AWARDS 

1977 
1978 
1979 

$ 48,240 
48,240 
36,180 

~$132, 660 

During the two year reporting period ending June 30, 1976 the 
Board received the following grants from the Law Enforcement 
Assistance Administration. 

Grant Number 

73-P-08-0004 
75-DF-08-0005 
7S-DF-08-0009 
7S-DF-08-0013 
7S-DF-08-0021 
75-ED-08-0003 
75-ED-08-0004 
75-S8-08-0002 
75-TA-08-0001 
75-JF-08-0030 

Oate of Award Amount 

June 30, 1975 $ 21,000 
Harch 5, 1975 49,660 
Harch 5, 1975 163,000 
April 2, 1975 19,404 
June 30, 1975 17,435 
June 30, 1975 90,882 
June 30, 1975 230,274 
June 30, 1975 137,858 
June 30, 1975 7,625 
August 29, 1975 200,000 
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MONTANA BOARD OF CRIME CONTROL 
NOTES TO FINANCIAL STATEMENTS (CONT'D) 

June 30, 1976 and 1975 

NOTE 6. GRANT AWARDS (CONT'D) 

76-DF-08-0012 
76-DF-08-0016 
76-DF-08-0021 
76-DF-08-0022 
76" ED"08-0003 
76-ED-08-0008 
76-JS-08-0002 
76-TA-99-6020 
76-NT-99-0004 
75-A-530 
7S-E-530 
76-JF-08-0030 
76-TA-08-0010 
76-PF-08-0030(S-1) 
76-PF-08-0030 
7 5-P-5 30 (S-1) 
75-P-530 
76-AF-08-0030(S-1) 
76-AJ..'-08-0030 
76-EF-08-0030(S-1) 
76-EF-08-00~n 
76-TA-08-0002(S-1) 
76-TA-08-0002 
76-DF-08-0027 

January 2, 1976 
January 8, 1976 
April 26, 1976 
,Junc 3, 1976 
November 14, 1975 
Junl~ 3, 1976 
August 29, 1975 
Ot!Lub~r 7, 1976 
July 28, 1975 
Na rt~ h 5, 1975 
Narch 5, 1975 
June 29, 1976 
June 29, 1976 
September 11, 1975 
,July 18, 1975 
January 30, 1975 
July 15, 197/, 
June> 21, 1976 
January 8, 1976 
June 21, 1976 
January 6, 1976 
June 21, 1976 
February 11, 1976 
Junl' 24, 1976 

Amount: --...... ....".. __ ._, 

203,800 
142,000 
1,0, 000 

151, (M8 
140,985 

65,121 
15,000 
17, %0 
10,000 

1,627,000 
192,000 
200,000 
18,900 
28~,OOO 
8'3,000 

266,000 
W3,OOO 
16,000 

1.,390,000 
100,000 
1()4,000 

2,500 
7,500 

57,846 
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AGENCY REPLY 



BOARD OF CRIME CONTROL 
133(; HEI.ENA AVENUE 

HELENA, MONTANA 59601 
iEL.EPHONE No 449-3604 

November 30, 1976 

Mr. Morris L. Brusett 
LcqislativG Auditor 
Office of the Legislative Auditor 
State Capitol 
Helena, Montana 59601 

Dear Mr. Brusett: 

IN REPL.V REFER TO 

~.~; \ ;. r I 

Enclosed is our response to the just completed audit 
of this agency. The response format is in compliance with 
your instructions. 

I feel that the audit team was thorough and impartial 
in its audit activities and that their findings are fair and 
constructive in intent. 

Thank you for the cooperation of your staff with this 
agency, the contract auditors and the federal auditors moni
toring tho audit. 

MAL/dmb 

gnclosurc 

Sincerely, 

BOARD OF CRIME CONTROL 

!U 
Mike A. Lavin 
:\dministrator 
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LEGISLATIVE AUDIT~SPONS~ 

RECOMMENDATION (page 7) 

Based upon the results of our examination and of inquiries 

made of other state agencies with similar reporting problems, 

it is our opinion that a substantial portion of the Board's 

recordkeeping requirements can be fulfilled by SBAS. It is 

our recommendation that the Board's staff make inquiries of: 

the Department of Administration to determine how a more 

effective use of SBAS might be best accomplished. We feel 

that a great deal of time and effort will be required to accomp

lish this transition. Even after the transition is completed 

the Board's staff may still be required to keep supplementary 

records prepared either manually or with the Board's in-house 

computer capacity to fulfill all reporting requirements. 

RESPONSE -
The Board is in general agreement with the above recom

mendation. 

CORRECTIVE ACTION -- , . 
Shortly after SBAS was implemented, the Board of Crime 

Control conferred with Management Syste.ms to obtain information 

with which to make a transfer from a manual accounting system 

to a computerized systom. The majority of the recommendations 

made by Management Systems were adopted by the Board. At this 

time, the Board utilizes SBAS to an extent where it satif)fies 
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all ~tate accounting requirements. The manual system to which 

the audit refers, hal; been main'tained to accommodate FI~deral 

reporting/accounting requirements. Though the Board did 

attempt to adapt its manual system to SBAS in total, the re~ 

sults for Federal accountability were not satisfactory~ 

Currently, the financial section of the Board has plans 

to expand its use of the SBAS System in certain areas of 

Federal accounting requirements. One segment of the Board's 

accounting needs is not suitable to the SBAS System, as it 

accumulates expenditure data from subgrant recipients and in

corporates expellditures of local funds (county, city, etc.) 

into the overall reporting spectrum. 

In light of the recommendations made in the audit, the 

Board will meet with other State agencies which are apt to 

encounter similar accounting requirements and investigate these 

agencios' use of SBAS~ The Board has conferred with Management 

Systems to determine whether a full transfer to SBAS is possible. 

A plan for implementation is in the process of being developed. 

As predicted in the audit, such a transition will be time

consuming and will require considerable effort. Whatever can 

be accomplished in this area will not alleviate the need for 

manual controls and periodical reconciliations between state 

and Federal transactions. 
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RECOMMENDATION (page 9) 

As the Board changes to the SBAS System of accounting, 

they should critically evaluate the information input to the 

in-house system to ensure ,that no massive duplication of data 

bases result. It was brought to our attention that the Board's 

staff might be able to integrate the in-house data base with 

the SBAS data basco This possibility should be thoroughly 

investigated, since it would result in a reporting capacity 

limited only by tho users imagination. 

RESPONSE 

The Board is in general agreement with the above recom

mendation. 

£Q~ECTIVE ACT;Q~ 

The Board began design and implementation of an in-house 

system July 1, 1975. This system is not limited to the account

ing area, but will also serve to provide management information 

for such things as date of grant expiration, reporting status, 

total project costs, and purpose of expenditure. 

In order to obtain a complete picture of Board activity, 

it was necessary to collect data retroactively to incorporate 

all subgrant awards granted by the Board. This, along with 

the programming, has been an onerous task, and though it is 

nearly at a current status, it is still in process. 

Steps have been taken to avoid duplication with the SBAS 
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System, though in a fow arOilS it will be necessary to enter 

the same data into oeleh system. Tho Board will tnke necessary 

precautions to ascertain thnt such duplication is kept to a 

minimum. 

RECOMMENDAT!ON (page ll) _. _* _ . ."......__ I 

The Board's staff should develop a standard procedure 

under which subgrantees would maintain their l'oaords of grant 

rcceipts and expenditures. Additionally, the Supervisory 

Board should require and enforce, primarily through field 

audits, full reporting of all grant receipts and disbursements 

Okl 0. timely basis,. 

The Board is in general agreement with the above recom

mendation. 

CORRECTIVE ACTION 
w ... _" _" ." 

Since inception of the program and with the aid of the 

Department of Community Affairs (Local Government Services 

Division), we have tried to implement a standard procedure 

for local units of government to handle subgrant programs, 

however, local units for the most part are reluctant to main

tain. accounting records in any WE1Y that deviates from their 

long established practices. 

Effective with all subgrants awarded after September 1, 
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1976, the Board staff implemented new subgrant reporting and 

fund disbursement procedures. Funds are reimbursed to the 

subgrantee contingent upon receipt of properly executed 

financial reports. 

The financial reports required from local units of govern

ment are d~signed to provide the Board of Crime Control with 

proof of expenditure for single expenditure type subgrants 

and for projects of long duration and multiple expenditures, a 

financial summary report supported by detailea cash disburse

ments journal and cash receipts journal is required. As stated 

earlier, these reports must be properly executed before payment 

can be made. 

Preliminary observations indicate that this system is work

ing as planned, and will give the Board staff a direct audit 

trail and eliminate the problem of accountability and record 

construction. 

RECOMMENDATIONS (page 13) 

(1) That the Board develop a property management control 

system to be implemented by all grantees purchasing eqUipment. 

(2) That the Board require all grantees to retroactively 

complete property records for all equipment purchased under 

subgrants since the organization of the Board. 

(3) That the Board insitute an expanded program for field 

staff to assist the subgrantees in the implementation of an 
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inventory system and that the field staff work under the direc

tion of the internal auditor to physically observe equipment 

purchased by subgrantees in all regions of the state. 

RESPONSE 

The Board is in general agreement with the above recom

mendations. 

CORRECTIVE ACTION 

The Board staff has implemented an automated Management 

Information System and one of the components of this system is 

a detail listing of all equipment purchased with subgrant 

funds. We are in the process of entering historic data, and 

all current information is entered as the subgrant enters the 

system. In the near future, we will be able to generate list

ings of all equipment purchased by a department for any local 

unit of government. It is our intention to produce this list

ing as soon as possible, and have our field staff use it to 

assist local units in establishing an inventory control system, 

and as a guide for physically verifying the existence, condi

tion, use, etu., of equipment. 

RECOMMENDATION (page 15) 

It is recommended that the Board's staff design and imple

ment a standardized form of subgrantee reporting. The imple

mentation of the new format should require that subgrantees 

be educated as to what is expected of them and appraised as to 
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why the information is required. It is our opinion that the 

implementation of such a program will protect the subgrantees, 

since compliance errors which might trigger grant refunds 

would be eliminated. 

RESPONSE 

The Board is in agreement with the above recommendation. 

CORRECTIVE ACTION 

The Board's staff has designed new subgrantee reporting 

forms and all subgrants awarded after September 1, 1976 are re

quired to use these forms. The field staff were involved in 

the design and have been working with the subgrantees on proper 

use of the forms. In our opinion the detail required on the 

new reporting forms is the key to correct expenditure reporting. 

As ~~a are now on a reimbursement basis for the release of 

funds, we feel that the money is enough incentive for the 

majority of subgrantees to report on a timely basis. In those 

instances where this is not true, our management information 

system is capable of periodically generating a listing of all 

subgrants that are delinquent in reporting. 

RECOMMENDATION (page 16) 

It is recommended 'that the allocation of the $1,309.50 to 

the recipients newsletter be formally approved by the Super

visory Board. Additionally, it is recommended that the Super

visory Board develop a definitive policy with regard to budget 
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amendments to ensure that items similar to this would require 

formal approval by the Supervisory Board. 

RESPONSE 

The Board disagrees with the finding to the extent that the 

budget amendment was clearly within our administrative authority. 

Subgrants are awarded to recipients based on their statement of 

needs, goals and objectives. The basic objective of this sub

grant was the dissemination of trial information among defense 

attorneys. 

While the costs of the specific publication were not spelled 

out in the budget, the program narrative stated that "excess 

funds will be utilized to underwrite the costs of a publication 

for criminal defense lawyers to keep them up to date on current 

developments in the law." The subgrantee subsequently asked to 

expend excess funds for that purpose and permission was granted. 

CORRECTIVE ACTION 

The subgrant in questiun was taken to the Supervisory Board 

on October 28, 1976. The Supervisory Board determined that the 

budget amendment was proper and they formally approved the 

administrative action. 

With regard to future budget amendments, the Board staff is 

preparing criteria for the approval of budget amendments and 

this will be presented to the Supervisory Board at the next 

regularly scheduled meeting. 

-46-



RECOMMENDATION (page 17) 

In compliance with the Board's stated policies, the r.e

cipient should be notified that he must either supply the 

Board's staff with documentation supporting his expenditures 

or refund to the Board monies received. 

The Board's existing review procedures should have pointed 

out this exception. All files are reviewed by Standards prior 

to issuance of the final certification. It is suggested that 

management review procedures with these employees to insure 

they understand the importance of their review function. 

RESPONSE 

The Board is in general agreement with the above recom

mendations. 

CORRECTIVE ACTION 

The applicant agency has been requested to submit support

ing documentation on the grant in question. 

Management has apprised appropriate staff of the above 

recommendation and has reviewed procedures for processing of 

grants leading to final certification; thus, insuring they 

understand the importance of the review function. 

RECOMMENDATION (page 19) 

We recommend that the Board's staff review the exceptions 

for possible follow-up by the appropriate level of staff. 
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RESPONSE 

The Board is in agreement with the recommendation. 

CORRECTIVE ACTION 

All eXceptions are being reviewed by the Bureau of Grant 

Administration. Review and appropriate follow-up will be 

completed within 30 days of this response. 

RECOMMENDATION (page 20) 

It is our opinion that all copies of the warrant and trans

fer warrant requests should be signed so that responsibility can 

be fixed and controlled at the Board level. The implementation 

of this procedure will provide for more complete documentation 

of transactions. 

RESPONSE 

The Board does not agree with the above recommendation. 

As the original copy of warrant requests is on file at the 

Department of Administration, the Board feels that the require

ment for availability of proper signatures has been met. To 

determine whether or not the proper signatures have been used 

can be reviewed at the Department of Administration upon request. 

A request for warrant transfer will not be processed by that 

department if an improper signature appears on the request. To 

maintain signed copies at the Board level appears to facilitate 

audit only, and would increase the time necessary for completion 

of payment process. 
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RECOMMENDATION (page 21) 

The preponderance of the support files maintained by the 

Board's staff contain adequate documentation to ensure that all 

the support files contain all information required to adequately 

verify expenditures. It is proposed that the Accounting Depart

ment dUplicate pertinent documentation forwarded to the Depart

ment of Administration, that would not otherwise be retained. 

RESPONSE 

The Board is in general agreement with the above recom

mendation. 

CORRECTIVE ACTION 

The Board does duplicate pertient documentation forwarded 

to the Department of Administration. Only items for which the 

Department of Administration does not require copies have no 

documentation in the Board's file, e •. g., payment of rental con

tracts and insurance. Any file without proper documentation 

would be the result of human error, not standard procedure. 

RECOMMENDATION (page 22) 

Because of the relatively small number of employees of the 

Board and the checks involved in the payroll preparation system, 

the fact that the payroll functions are concentrated in one 

individual is not considered a major weakness, per see 

We feel that internal accounting controls surrounding pay

rolls would be significantly strengthened if the following pro-
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cedures were implemented: 

A. Payroll warrants prepared by Central Payroll should 

not be returned to the payroll clerk. These warrants should 

be received, listed and distributed by someone other than the 

payroll clerk. This procedure would strengthen controls sur

rounding payroll and present no hardship to the Board in its 

implementation. 

B. W-2 forms prepared by Central Payroll at the end of 

euch year should be received, reviewed and distributed by an 

officer of the Board. 

RESPONSE 

The Board is in general agreement with the above recom

mendations. 

CORRECTIVE ACTION 

A. The Finance Officer will receive, list and distribute 

the payroll warrants. 

B. The W-2 forms will be distributed by the Administrator. 

RECOMMENDATION (page 23) 

It is our recommendation that all employee time cards 

other 'than those of officers of the Board should be reviewed 

and approved by the appropriate level of authority prior to 

submission to the payroll clerk. The implementation of this 

procedure should ensure that hours claimed by employees do in 

fact represent hours worked. 
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RESPONSE 

The Board is in general agreement with this recommendation. 

CORRECTIVE ACTION 

A line for supervisory approval has been added to the cur

rent time and attendance forms. The staff has been apprised of 

the change in procedure by means of a general office memo. 

RECOMMENDATION (page 23) 

In the future thcl Board's staff should post to the fixed 

asset inventory log insuring that the period in which the item 

is recognized for inventory purposes corresponds to the period 

in which the expenditure is recognized for book purposes. 

RESPONSE 

The Board is in general agreement with the above recom

mendation. 

CORRECTIVE ACTION 

Efforts will be made in the future to integrate the grant 

activity when the master inventory is updated and pay particu

lar attention to calenderic entry of information. 

~~COMMENDATION (page 24) 

Those Board employees who occasionally become involved in 

loaning equipment to other agencies should be made aware of and 

be instructed to utilize the Board's stated procedures, Addi-
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t:ionally, it is also recommended that the accounting department 

review the transactions included in the checkout file on a 

semi-annual basis to ensure that it is being utilized properly. 

It is our opinion that the implementation of these procedures 

will better safeguard the assets of the Board. 

~ESPONSE 

Tho Board is in general agreement with the above recommendation. 

CORRECTIVE ACTION 

A general memo has been disbursed throughout the staff 

acquainting individuals with the check-out inventory. Responsi

bility for maintenance of the check-out inventory has been 

assigned to the Administrative Aide. The fiscal depar't:ment 

will conduct a semi-annual performance check to ensure that 

the equipment on loan is being properly accounted for. 

RECOMMENDATION (page 25) 

The Board's staff should implement a policy under which 

equipment owned by the Board must be maintained at the Board's 

office when not in use. The institution of this policy would 

make equipment more available for utilization by other employees 

and agencies and provide the accounting department with criteria 

for determining an exception condition should the asset not be 

available for utilization. 
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RESPONSE 

The Board is in general ngreement with this recommendation. 

9.0RRECTIVE ACTION 

A Management Memo hus been directed to all employees 

advising thorn of this policy. Tho substantive component of the 

Memo (Policy) is as follows: 

"All equipment owned by the Board shall be maintained at 

the Board's office, or satellite offices, at all times, unless 

removed for purposes directly related to the operations of the 

SPA.. At no time shall eqUipment be removed for personal 

reu.80ns • II 

RE~9MMENDATIO~ (page 25) 

The Board's staff should initiate correspondence with the 

office of the Secretary of State to alleviate this exception 

condition. 

!lESPONSm, 

The Board is in agreement with the above reoommendation. 

CORRECTIVE ACTION ..... __ '*'=ttree ..... ~ 

The office of the Secretary of State has been contacted 

and tho error has been corrected. 

To reduce the chance of duplicate payment, it is recommended 

that all paid invoices be so marked~ 
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RESPONSE 

The Board is in partial agreement with the above recom

mendation. 

CORRECTIVE ACTION 

As the Department of Administration will accept nothing 

but original invoices and the Board maintains a copy only, this 

seems to be an unnecessary precaution. However, in the future, 

the Board will mark paid on all invoices where more than one 

original coVy has been presented. 

RECOMMENDATION (page 26) 

Management should remind employees that there are reasons 

for following procedures. In this particular case, time was 

wasted searching for files rather than going directly to the 

user. All files sought were eventually located. 

RESPONSE 

The Board is in general agreement with this recommendation. 

CORRECTIVE ACTION 

At the time of the audit, arrangements were in process to 

assign responsibility of the files to one individual. That 

assignment has been made and the system implemented. 
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