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I.
PROGRAM OBJECTIVES:
To provide funds for the benefit of city or town fire department relief associations (fire department pension funds); and police pension funds.  For those cities and towns that do not maintain a police pension fund, funds are made available for police department employee training, for equipment and personnel relating to substance abuse enforcement, or to purchase pensions for police department employees.

II.
PROGRAM PROCEDURES:

The State Auditor's Office issues a warrant to the treasurer of every third-class city or town that has a fire department relief association which is entitled by law to receive payments.  The payment is in an amount equal to 1 ½ mills of the total taxable value of the city or town.  The minimum payment is $100.  

The State Auditor's Office also issues a warrant to each city and town that has a police department and is not a participant in the municipal police officers' retirement system (MPORS).  This payment is in the same amount as the above payment for the fire department relief association. 

Both payments are paid out of the premium taxes on insurance risks specified in MCA 19-18-512 that are collected by the State Auditor.

III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:
1.
Payments to Fire Department Relief Associations (FDRAs)
(
After the end of each fiscal year, the State Auditor shall issue and deliver a warrant to the treasurer of each city or town that has a fire department relief association (FDRA) entitled by law to receive payments. The warrant must be for the use and benefit of the association.  (MCA 19-18-501 & 512)

√
The warrant must be for an amount equal to 1 1/2 mills of the total taxable value of the city or town, with a minimum payment of $100.  (MCA 19-18-512)
√
The warrant must be deposited in the FDRA fund - BARS Agency Fund #7120, and remitted to the association if the association maintains its own funds separately from the city or town treasury.  If the city or town treasurer has been elected ex officio treasurer of the association, the warrant must be deposited in BARS Trust Fund #7002. (MCA 19-18-105 & 106; 19-18-202)
√
The FDRA fund may not be used for any purpose other than investment, and the payment of the following:

(1)
a service pension to a member who, by reason of service, has become entitled to a service pension;

(2)
a pension to a member who has become permanently maimed or disabled;

(3)
a benefit or allowance to a member who has suffered a permanent disabling injury;

(4)
a benefit or allowance to a member who has contracted a permanent disabling sickness;

(5)
a benefit, not exceeding $750, to defray the funeral expenses of a member;

(6)
benefits to the surviving spouse, child, or children of a deceased member;

(7)
premiums on a blanket policy of insurance covering the members of the fire department and providing for payment of compensation in case of the death of or injury to any such member;

(8)
the return of employee contributions.

(MCA 19-18-203)

(
The secretary and treasurer of the FDRA shall annually, within 6 months after the close of the fiscal year, prepare an annual financial report for the preceding fiscal year and file report copies with the association, the State Auditor, and the Department of Administration (Local Government Services).  The State Auditor may not make the insurance premium tax apportionment payment to the city or town until the report is filed.  (MCA 19-18-205 & 2-7-503)  (NOTE:  If the city or town does not have an active FDRA (i.e., no longer maintains a fire department and has no eligible retirees), it may not receive a payment from the State Auditor.)
III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:
Suggested Audit Procedures for Requirement #1, above:
(
Verify that an insurance premium tax payment was deposited to the city or town FDRA fund, and remitted to the association if the association maintains its own funds separately from the city or town treasury.  If no payment is recorded, determine whether an annual financial report was filed with the State Auditor.
(
Determine the taxable value of the city or town, and determine the value of 1 ½ mills.  Verify that the amount recorded in the FDRA fund reasonably agrees to this calculation.  If the calculation results in an amount less than $100, verify that $100 was received and recorded in the fund.

(
If the city or town treasurer is ex officio treasurer of the association, review disbursements from the FDRA fund to verify that all were for allowable purposes as set forth in MCA 19-18-203, above.
(
If the city or town treasurer is ex officio treasurer of the association, review the annual financial report remitted to the State Auditor.  Verify that the balances and activities reported agree to records of the city or town.

2.
Payments to Police Departments
(
If a third-class city or town has a police department and does NOT participate in the State Municipal Police Officers' Retirement System (MPORS), it is entitled to receive an annual insurance premium tax payment in the same amount as the payment received for its fire department relief association (see Requirement #1, above).  (MCA 19-19-305)
√
To determine whether the city or town is a member of the municipal police officers' retirement system (MPORS), go to http://mpera.mt.gov/annualReports.shtml  .  Select the annual financial report for the applicable fiscal year - the final pages of the Statistical Section contain a listing of the employer members of the various retirement systems.  As of June 30, 2012, there were 31 local governments participating in MPORS.  Those local governments that do not participate in MPORS should receive this insurance premium tax apportionment.
√
The warrant must be for an amount equal to 1 1/2 mills of the total taxable value of the city or town, with a minimum payment of $100.  (MCA 19-18-512)

III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:
Suggested Audit Procedure for Requirement #2, above:
(
Determine the taxable value of the city or town, and calculate the value of 1 ½ mills.  Verify that the amount recorded in either the police pension or police reserve training fund** reasonably agrees to this calculation.  If the calculation results in an amount less than $100, verify that $100 was received and recorded in the fund.  (**See below for discussions of using this payment for police pension or police training purposes.)

3.
Payments To Cities/Towns With A Police Pension Fund
(
The insurance premium tax apportionment moneys received for police retirement must be deposited in the city or town police pension fund (BARS Fund #7001).  (MCA 19-19-305)

√
A police pension fund may not be used for any purpose other than to make payments to members of the police department on the retired list and to make authorized investments.  (MCA 19-19-202)
√
On or before April 1 of each year, the board of trustees of the local police pension fund shall report certain information to the State Auditor.  If the information indicates the need for a supplement to certain pensions, the State Auditor will calculate and pay the supplemental amount, at the same time as and in addition to the payment to be made by the state auditor under 19-19-305 (MCA 19-19-506)

√
When a city or town no longer employs a police officer eligible to receive benefits paid from the police pension fund and when there are no retired police officers or beneficiaries eligible to receive benefits from the fund, the city or town shall dissolve the fund and pay to the state auditor an amount proportional to the prior contributions made by the State Auditor under 19-19-305.  Any remaining money in the fund must be transferred to the city or town general fund to be used for any authorized city or town purpose.  (MCA 19-19-202)

III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:
Suggested Audit Procedures for Requirement #3, above:
(
Verify that an insurance premium tax payment was deposited to the police pension fund, in the proper amount (See Requirement #2, above).

(
Determine whether there are police officers or retired officers or beneficiaries eligible to receive benefits from the fund.  If there are not, an audit recommendation should be made to close the fund as required by State law.

(
Review disbursements from the police pension fund to verify that all were for allowable purposes as set forth in MCA 19-19-202, above.

(
Review the annual financial report remitted to the State Auditor.  Verify that the balances and activities reported agree to records of the city or town.   If the report indicates that the State Auditor made a supplemental pension payment per MCA 19-19-506, verify that this supplemental payment was deposited to the police pension fund.
4.
Payments To Cities/Towns Without A Police Pension Fund

(
The insurance premium tax apportionment moneys received for police retirement must be spent for
1.
police department employee training,
2.
for equipment and personnel relating to substance abuse enforcement, or
3.
to purchase pensions for employees of its police department.
(MCA 7-32-4120)

√
The city or town should deposit the premium tax apportionment moneys to the Police Reserve Training Fund, BARS Fund #2810.  (Note:  It may also deposit these moneys to another fund, such as the general fund, although separate accountability should be maintained in some form.)

√
On or before April 1 of each year, the city or town shall report to the State Auditor as to the expenditures of all funds received pursuant to 19-19-305.  (MCA 7-32-4120(3))

√
Consolidated City/County Law Enforcement:  Cities or towns that have consolidated their police departments with county law enforcement offices may not use these funds to pay the county for their share of the consolidated law enforcement expense unless those funds are used exclusively for pensions and/or training.  (AGO #117, Vol. 37 (1978))

III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:
4.
Payments To Cities/Towns Without A Police Pension Fund - continued

√
Payments from the State Auditor may not be used for a pension trust plan for police officers who are also members of the Public Employees’ Retirement System.  (AGO #92, Vol. 42 (1988))

Suggested Audit Procedures for Requirement #4, above:
(
Verify that an insurance premium tax payment was deposited to the police reserve training fund or other fund, in the proper amount (See Requirement #2, above).

(
Review disbursements from the police reserve training fund to verify that all were for allowable purposes as set forth in MCA 7-32-4120, or as discussed in the AGO’s, above.

(
If insurance premium tax apportionment funds received for police training purposes are not specifically identified (i.e., deposited to general fund), determine that total expenditures from that fund for police department employee training, for equipment and personnel relating to substance abuse enforcement, or for the purchase of pensions for employees of its police department are at least equal to the amount received that year from insurance premium tax apportionment funds.  If not, determine that the city or town has identified or earmarked any remaining balance for those allowable purposes and has a system to ensure that the funds will be used for allowable purposes in future years.
(
Review the annual financial report remitted to the State Auditor.  Verify that the balances and activities reported agree to records of the city or town.
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