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January 16, 1379

8:15 A.M.

Poom 343

State Capitol Building
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Subje2ct:  Business Regulation
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The mzabing was called to order by Chariman Rex Manucl. A1l mombers were present
with the exception of Sen. Stimatz, who was excussd. Also present were Pob
robinson, IFA; Linda Gamble, O2PP; Tam Kotynskim, Great Falls Tribune; Terry

Yurphy, Lobbyist, Mentana Farmmers Organization, and from the Department of Business

Regulation: Isabzlle Pistelak, Dick Disney, Leslie W. Alke, Xent Kleinkopf, Gary
Delano, and Kenneth M. Xelly.

DEPARTCENT OF BUSINESS REGULATICN (273)
Kent Klainkopi introduced the Division Aduinistrators from his department and then
gave a brief overview of the function of each division. Centralized Services
Division is the support function, accounting and clerical area. Weights and Meas-
sures is responsible for the regulation and licensing of measuring devises through-
out the state. The Financial Division is rasgonsible for the enforcement and regu-
lator ©f a good share of the state's financial instituticns. It is the regulator

of all state banks, state chartered savings and loans, state chartered credit Lmion‘

all consurer loan licensees, and all retall installiment sales licensees. It also
has a contingent of field examiners that travel throughout the state. The Milk
Contrcl Diviszion is responsible for the milk industry regulation in the state. T
also have a sizable field crew that travels state-wide, year round. The Consum
Protaction Division is responsible for the entire consumer protection Functions £
the state. It is the lead consumer protection agency for the state. Th
ter the Consurer Protection Act and the Unfair Trade Practices Act. They also reg
late and license the proprietary, post-secondary institutions and vocational-
institutions in the state.

dr. Kleinkopf has worked with the department for the last two years. Tha:
met with gocd reception in past legislatures, because of the fact that they ha
submitted detalled, accurate and honest budgsts. Be is proud to ke here to repra-
sent the department. :

Centralized Services {314)

Th2 baszsic difference in the tw recomendaticon

S W
ups, in operating expenses. Ewecutive has raised
criginal request for phorne adjustment rates. Hoxx
i : i1 ot include money Lor phone hook
tirzn to ke changing telephoass.
e near future.
M3, Plstolzl erprossed conc2wn that rate incrrases in the fubure are ¢oing o =
highar than the 5% allowad by the IFA.  She sightad a Cammunmications Duceant Stucy




Jwwuary 15, 1973
that predicted rate increases of up to 30%.
Tn2 cther major difference was in acoounting fees and payroll services in contract—

services. If the Department of Z\“’rLLnis‘:catiO"l is authorized to charge for these
crvices there would have to be an increase in the LFA reccmmendation.

% 8

Tne division felt that the IFA recormendation of $182 ard $193 for contracted ser—
vices was tco low. This would limit them to less that $200 each vear. The LFA
explained that in Fiscal 19738 they spent $160, and for this reason saw no reason o
increase it to 51,000. The Executive gave the agency $1,000 pius another $1,534

ad $1,698 to pay for pay roll fees and accounting service feez requested by the
Department of Administration.

Weights and Measures (383)

Gery Delano, Administrator of this prcgram had a couple of areas to comrent cn. The
first was travel. During 1978 the department had sore problems replacing employees.
For this reason, the total travel expenses for the vear were lower than what they
would have been, had the department been operating with a full staff., Tha depart
ment requests $3,000 per field man. They would not bz able to }.e:_o thes= men on

the road with the $124,000 recammended by the LFA. .

Another area was equipment. The LFA recomrended the purchase of a new pick up each
year. The department has nine vehicles. Therefore, if tne vehicles were replacs
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on2 each year, by ths time they are replaced they are e years old. 2t $15,0G0
miles a year they are wall over 106,000 miles by the tJr“ thpy are replaced. 1This
makes for heavy:  repair costs.

i o

e Highway Department Facilities. If this were possible it would cut costs for
mam“s*:mCQ greatly. He also felt that they could get better and cheaper repair
work in this way.

Mr. Delano repeatad Mr. Robinson's suggestion that these vehicles be services at

For per diem, each man on the road is allowed $18 a day for rcom and $10 a day for
meals.

Finance (480)

There is a wids variation between the recommendation of the IFA and the Executive.
The LFA recomrends they keep a full staff of 19 full time examiners. They could
not do the job adeguately with a cut of 3 FTEs recamanded by the Executive.
Federal agencies are cutting back in their services, and this department must fill
the gap. They cannot d this with three less examiners.

The division felt they could live with the LFA recammendation except for the travel.
They soent more in fiscal 1978 q?m $85,000, even though thev had saveral vacancies
on thelir stafd. There is no way they cin Lake a roduction in travel and ocr-;ozm
the job alasquately.

Anothor error in the LEA Dudget is nothing for eguipmaont.

At this point, Mo, Alke introduoced a bill he had drawn up wnlch raisses e eanina-



Pajge 3
January 1672

=

would produce about $40,000 in revenue. Should
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1t 2lso include lanows Bvce 10 incrsasa
fees to credit unions, savings and loans and consumer loans licensees it would pro-

duce aporox. $64,000 for general fund rovenuz. This should be nore than adequate
o fund the 2 F'UJS *'ﬁe Executive reammendsd cutting. 243 $9,007 to $19,000 for
travel and 2llcw $12,000 to §15,000 for emwipment ani they would be satisfied.

Mo 2lke was esked to explain the request for 515,000 for training in ele::tronic
daza processing procedures.  Training would be dons as a joint ELEOI‘" bekbaean
Washington, Idaho and Montana. Training would be for one week in electronic daka
processing, carputer applications and auditing principals. The department stated
there was no altemative avzilable to reduce oosts. By providing training for 3
states at one time the cost is reduced over SO%.

w2s asked who benefited most from this service, the banks or the ccnsumers. The
department felt that it was nec—essar;; for consumer protection.

Exarination fees rsturnzd to the genszral fund PD}"I’O"{.U'EI?“-' half the cost of the pro-
gran. With just banks alone they return 64-65%. In other states the

cher the average is
closer to 80 or 903%. The devariment feels +”:t it is pass;w?e to return a greator

arcunt to the general 'und without overtas xing for their sexrvices.

Because Mpntena is so largs, examination effective time is much less than that in

Boy la expressed concern that raising fees would o*xly pass th2 additional q
on the consurer. -

This cepartrent has a difficult time keeping employ.2s, once they bacome trained
thay becone more attractive to the banks. The department can have up to a 50%

turn over rate in cne year. A special provisicn has been mads to Give these em-
plovees a chance to move up as much as two steps a vear, whereas in other depari-
ments they can only move one step a year. 7Thls has helped to make scwa progress.

In 1978 money retumed to the general fund included: $233,938% fram esiamination
fees, $194,162 Ifran hanls, $g,Ol6 in savings and lecans, $1,150 in specials, $23,261

in credit wnions, and $13,499 from consunsr loan canpanies, This makes a total of
$233,989.

The department receives no credit for the noney retwmad t,o the general fund. The
department 1s asking for the legislative authority to return more to the general
fund. This would make

@ 1t easier to appropriate their budget. The budget is about
double what the depariment is bringing in.

M1k Control (793)

=3 ko g.,.ly b an earnarkad azcount.
LCTI\ m- indizoy., e »y are alloead |
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Mow the division has lost those two vacant FTE £ is impossiple for the division
to perform this function without these two FIEs. Just the fact that there is a

progrim is doing some good.  Bub, 1t is important that they test tho same milk that

tests @0 they can put thoedr valus on it.  In conclusion, =)
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the job they are mandated o o, they n2ed the o Fiks and the monoy
L
th them,

Mr. ¥elly then turned to @-._nctul services. He stated that the lawyer in hi
1S10 a

divisicn is so overvhelred he has had to hire outsids counsel. He did rnot believe
that the avount of money allow:d by the LFA was adaquate for contractual services.
The other area is travel. The divisicn has four auvditors that travel $6% of the
time. The division has nothing for then to & in the office. The job is in the
field. This makes for a whole lot of travel. Travel to thlS division is most
important.

At this point, Terry Marphy, lobbvist, stated t1‘1at the dairys are asking o pay
more for this servica. The state is telling them they cannot do thlb. It is an

important service with long term goals. It basically reassures the dairy producers
that they are getting paid for the milk that they are proéucmg. Z&n indepandent
test o

needs to be taken from time to time to compare with the tests run by the dairy
plant. This makes sure that the milk is not lcosing value after it leaves tho farm.
It i

t is a good way to keep the industry honast. In conclusion, he madz the requast
that the subcommittee put these two FIE back into the budget.

It had l“e:* suggested that the division canbine services with another agency. They
haven't explored this real w=ll, but it doesn't appear that since this is a full-
tire job LhaL it can be handled in this way.

-

Rep. Hurwitz stated in reference to Mr. Murphiy's statement, in the long run the
dairies will not pay this expense, the oonsuters will.

The department did rot feel that they would be eble to utilize a legal pool that
may be established in the attomey general's office. The milk miustr;f requires a
certain expertise not posessad by most lawyzars. They felt that in the long run
this would slow down the agency.-

The entire dspartment has two full time attorneys. One who represents the Financial,
Weights and Measures, Milk Control, and Centralized Services. The othar atiornay
represents the Consumer Protection Division.

The department has raquested another full time atworn=y, butb they were turned dowm
in “xla roIaest.

The trond in the dairy busin2ss has been a steady dacline in dasiries. Twenty years
ago, t‘mm were 644 grade A producers and 64 plants. Today there are 13 piants

and 2en 2 dairy farrms. The milk supply in tha state is very
rRRrg Sales cre going up and production is going up but, is still rot kesping
pao: che demand
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is the reason for the regqulation. The fauoner has o control over the price,
paos what he can get.  The farmer musc have sowe vroteckion.  This heles &9 po

tect the small, indeperdent businessman ajainst out-of-staite campetiticd.

-

acc’ed to the LFA roomendation for travel. In 1973, the
nsumer Protection Aot and cave the department 3 FIEs to
do the ich. At the -feser.t time th2 division is 411 ceerating with 3 FISs. The
znar 3 are enforcing the Unfair Practices 2ct, and the Pruprietary School Act. The
worziosd today has increased around 231%.

Tne department has also been required to take over the Auto Dealers 2ck, with no
ac‘d'tional unding. This has amounted to gbout $7,000 a year. They inherited a

fimotion but were given no money or pecple to provide the servica.

BOD Pobinson presented the division with the possibility of taking monzys out of
exrmarked revenue and placing it in the general fund, asked for the division's
rezztion.  Tns axly concern was 1if the lejlslam‘:e vere to o this, what would hap—

oen o the carrent fundin Tnere would be nothing wrong with putting this roney in
the geasral fund, 1f the leglslature funds them properly.

Something should be done about the way this projran is handled. The Attorney
Genzral currently has a provosal dealing with anti-trust enforcament, putting his
office in charge of this function. The Consumer Protection Division dcos nobt have

ne FTEs to perform this function. _ '

Tis proposal would have to be introduced before the 18th day, possibly as an amend-
ment, and include language saying the money would go to the gezneral fund. The
mecers agread to discuss this further at a later date. l

Tre Governor has stated that thu Qonsumer Protection Division is to b2 the lead
consumer proted ction for the state , '
Tnere was no further business, the meeting was adjourned at 11:00 A.M. until tovor-
row at 2:00 A.M. {
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