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The m e e t i n g  was c a l l e d  t o  o r d e r  by Chairman Menahan a t  8:30 a.m. 
P r e s e n t  were S e n a t o r  T h i e s s e n  and R e p r e s e n t a t i v e  Wood. Represent -  
a t i v e  Hand was e x c u s e d  and S e n a t o r  Lockrem w a s  a b s e n t .  F i s c a l  
A n a l y s t  JanDee May was a l s o  p r e s e n t .  

The h e a r i n g s  f o r  t h e  day w e r e  Department  of  A d m i n i s t r a t i o n :  
I n v e s t m e n t  D i v i s i o n ,  Board o f  Housing and P e r s o n n e l  D i v i s i o n .  

DEPARTNENT OF ADMINISTRATION 
I n v e s t m e n t  D i v i s i o n -  

J i m  13oweth, F i n a n c e  O f f i c e r ,  s t a t e d  t h a t  t h e  FA h a s  r educed  
t h e i r  FTE by 2 and h a s  a l s o  reduced f u n d s  f o r  s a l a r i e s .  H e  
ment ioned t h a t  l a s t  s e s s i o n  t h e  L e g i s l a t u r e  w a s  c r i t i c a l  of  t h e  
money t h e y  p a i d  o u t  f o r  r e s e a r c h e r s  and a s k e d  them t o  b u i l d  

I i n -house  c a p a b i l i t i e s .  M r .  Howeth s t a t e d  t h a t  l a s t  s e s s i o n  t h e y  

had one  s e c u r i t i e s  a n a l y s t  and c u r r e n t l y  they have  none.  
One o f  t h e  p o s i t i o n s  r e q u e s t e d  i s  f o r  t h e  s e c u r i t i e s  a n a l y s t .  

T h e r e  i s  a  d i f f e r e n c e  i n  s a l a r i e s .  Vacancy s a v i n g s  w e r e  
t a k e n  o u t .  M r .  IIoweth commented t h a t  t h e  c u r r e n t  l e v e l  of 
s a l a r i e s  was n o t  used .  The d i f f e r e n c e  o v e r  the bienn ium i s  
a l m o s t  $20,000.  

They have  r e q u e s t e d  i n  t h e i r  budge t  m o d i f i c a t i o n  t o  p u r c h a s e  a 
computer  s y s t e m  - Moneymax which d o e s  a l l  t h e  a c c o u n t i n g  f o r  
t h e i r  short t e r m  i n v e s t m e n t  pool, c a n  p r o v i d e  t h e  s tates cash  
f l o w  f o r  a  y e a r  and h a s  a sys tem which a l l o w s  t o  t r a d e  s e c u r i t i e s  
a t  a p r o f i t .  

The FA h a s  r educed  w a t t s  usage  by $2,400 a  yea r .  T h i s  i s  a 
d i r e c t  t e l e p h o n e  l i n e  t o  t h e  computer  i n  Chicago.  I n  t h e  a r e a  
o f  t r a v e l ,  t h e  b o a r d  members perdium i s  reduced .  They have  
monthly  b o a r d  m e e t i n g s  which c o s t  a p p r o x i m a t e l y  $10,000 a  y e a r ,  

M r .  Howeth s t a t e d  t h a t  t h e i r  a u d i t  f e e s  have  been  reduced  by 
$ 3 , 5 0 0  a  y e a r .  H e  s a i d  t h a t  t h e  a u d i t s  a r e  se t  by c o n t r a c t  and 
have  been f o r  t h e  l a s t  two y e a r s .  Ey t h e  C o n s t i t u t i o q  t h e  program 
h a s  t o  be a u d i t e d  a n n u a l l y .  

They c u r r e n t l y  have  10 employees ,  most who are i n  t h e  a c c o u n t i n g  
a r e a .  The I n v e s t m e n t  D i v i s i o n  a c c o u n t s  f o r  a p p r o x i m a t e l y  $10 
b i l l i o n  a  y e a r  i n  c a s h  f low.  
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There  was a  r e d u c t i o n  i n  equipment .  The F A ' S  t o t a l  r e d u c t i o n  
f o r  t h e  b iennium was $82,000 from t h e  a g e n c y ' s  o r i g i n a l  r e q u e s t .  I - 
The FA s t a t e d  t h a t  i n  p e r s o n a l  s e r v i c e s  t h e y  d i d  g o - o f f  c u r r e n t  
l e v e l .  She a l s o  s a i d  t h a t  a budge t  amendment was r e q u e s t e d  by 
the I n v e s t m e n t  Board f o r  a  s u b s t a n t i a l  amount f o r  pay i n c r e a s e s .  
The Budget  O f f i c e  d e n i e d  t h e  i n c r e a s e  i fo r  salaries,  The FA 
d i d  n o t  i n c l u d e  pay i n c r e a s e s .  She s a i d  they d i d  a p p l y  a 3% 
vacancy s a v i n g s  and n o t e d  t h a t  l a s t  y e a r  t h e y  had a l m o s t  a  
19% vacancy s a v i n g s  w i t h i n  t h e  program. A s e c u r i t i e s  a n a l y s t  
and  a  c l e r k  p o s i t i o n  were v a c a n t  100% o f  t h e  t i m e  i n  F i s c a l  1978 
and t h e s e  p o s i t i o n s  were t h e  r e d u c t i o n s  recommended by t h e  FA,  
The Budget O f f i c e  a l s o  recommends t h e s e  r e d u c t i o n s .  

There  w e r e  two o t h e r  p o s i t i o n s  which w e r e  v a c a n t  30% o f  t h e  t i m e  
a n d  t h e s e  two p o s i t i o n s  w e r e  n o t  e l i m i n a t e d  b u t  l e f t  a t  s t a t u s  
quo  w i t h  a 3% vacancy s a v i n g s  a p p l i e d .  

The FA was c o n t a c t e d  by E l l e n  F e a v e r ,  ~ e g i s l a t i v e  A u d i t o r  Deputy, 
and in fo rmed  t h a t  t h e  a u d i t  e x p e n s e s  would b e  g o i n g  up. 
Another  $1,000 w i l l  be  added e a c h  y e a r  t o  t h e  $20,000 recormended.  

I n  t r a v e l ,  t h e  FA i s  recommending $3,500 fo r  b o a r d  members t r a v e l .  
For  equ ipment ,  t h e  F A  f e l t  t h e  equipment  p r o v i d e d  f o r  t h e  p o s i -  
t i o n s  t h a t  w e r e  v a c a n t  c o u l d  be u t i l i z e d  r a t h e r  t h a n  p u r c h a s i n g  
new equ ipment .  

The FA s t a t e d  t h a t  a t  t h e  e n d  o f  F i s c a l  1978,  t h e  agency had a  
$255;000 fund  b a l a n c e  w i t h  e x p e n d i t u r e s  of $304,000. 

The agency  r e q u e s t e d  a budge t  amendment f o r  t a k i n g  on Moneymax 
and some o t h e r  automated  sys tems .  They s t a t e d  t h a t  i n  o r d e r  
t o  fund  t h e s e  a d d i t i o n a l  automated  sys tems  t h e y  would have  t o  
i n c r e a s e  t h e  c h a r g e  from .125% t o  1.59, The F A  q u e s t i o n e d  t h i s  
i n c r e a s e  because t h e y  d i d  have a  m a j o r  fund balance. By i n c r e a s -  
i n g  t h i s  c h a r g e ,  it would b e  t a k i n g  away f r o m  s t a t e  i n v e s t m e n t  
e a r n i n g s .  There  was d i s c u s s i o n  on t h e  c h a r g e  coming from t h e  
S h o r t  T e r m  I n v e s t m e n t  P o o l  t o  fund  Moneymax and  t h e  d e c r e a s i n g  
of i n v e s t m e n t  e a r n i n g s .  

M r .  Lewis s t a t e d  t h a t  t h e  FA recommendation for  1980-81 was 
a round  $15,000 less t h a n  was a c t u a l l y  expended i n  1978 and t h i s  
d i d  n o t  i n c l u d e  t h e  implementa t ion  of J4oneymax f o r  a n  e x t r a  
$37,000 a y e a r .  

There  was d i s c u s s i o n  on t h e  r e d u c t i o n s  of t h e  FA.  M r .  Lewis 
s t a t e d  t h a t  t h e  r e d u c t i o n s  b r o u g h t  t h e  b u d g e t  below what  it 
a c t u a l l y  c o s t  t o  o p e r a t e  i n  1978. The e x p e n d i t u r e s  f o r  1978 
were $304,000 and z 2 d i n g  t h e  c o s t  f o r  Moneymax t o  t h i s  f i g u r e  
would b r i n g  t h e  ano,nt  up t o  $341,000.  

The F A  s t a t e d  t h a t  i n  1978 t h e  program s p e n t  $ 1 1 8 , 3 9 1  i n  c o n t r a c t  
s e r v i c e s  and  t h e i r  r e q u e s t  i s  o n l y  $77,000 and $83,000.  The FA 1 
s a i d  t h i s  would b e  t h e  major  d i f f e r e n c e ,  t h e  $31,000 n o t  r e q u e s t e d  
a g a i n  which c o u l d  have  been a  one t i m e  e x p e n d i t u r e .  
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Chairman Menahan s u g g e s t e d  t h a t  M r .  Howeth o r  M r .  Lewis g e t  
t o g e t h e r  w i t h  t h e  F A  and go o v e r  t h e  d i f f e r e n c e  i n  c o n t r a c t e d  
s e r v i c e s  and t h e  amount needed f o r  Moneymax and  t h e - w a t t s  l i n e .  

There  was d i s c u s s i o n  on t h e  in-house  c a p a b i l i t i e s  which M r .  
Howeth f e l t  was needed w i t h i n  t h e  I n v e s t m e n t  D i v i s i o n .  

The b i l l  which  a l l o w s  t h e  a u t h o r i t y  f o r  t h e  I n v e s t m e n t  Board 
t o  s e t  s a l a r i e s  was d i s c u s s e d .  M r .  Lewis s t a t e d  t h e  b i l l  
would a l l o w  t h e  f l e x i b i l i t y  t o  f i l l  p o s i t i o n s  w i t h  t o p  q u a l i t y  
p e o p l e  and t o  compete w i t h  t h e  open market .  M r .  Howeth commented 
t h e y  have  t r a i n e d  p o s i t i o n s  f o r  s e v e r a l  y e a r s  and then have l o s t  
them t o  o u t s i d e  b u s i n e s s e s  b e c a u s e  o f  t h e  pay.  

Board o f  Housing 

M r .  Lewis s t a t e d  i f  t h e  b i l l  b e f o r e  t h e  L e g i s l a t u r e  p a s s e s  t h e  
Board o f  ~ o u s i n g  w i l l  need a d d i t i o n a l  p e o p l e  b e c a u s e  o f  t h e  
i n c r e a s e  i n  volume, H e  a l s o  s t a t e d  t h e  program i s  funded e n t i r e l y  
from t h e  a s s e s s m e n t s  on bond p r o c e e d s  on t h e  program a n d  h a s  no  
g e n e r a l  fund  money. 

L y l e  O l s o n ,  A d m i n i s t r a t o r ,  reviewed t h e  f u n c t i o n s  o f  t h e  Board 
and h i s  r e s p o n s i b i l i t i e s .  

M r .  Olson commented t h e  d i f f e r e n c e  between t h e  b u d g e t s  was t h e i r  
r e q u e s t  f o r  a  m u l t i f a m i l y  man i n  1 9 8 0  and a c l e r k  i n  1 9 8 1  t o  
a s s i s t  w i t h  o f f i c e  d u t i e s .  

One m i s u n d e r s t a n d i n g  was i n  t h e  o p e r a t i o n  e x p e n s e s .  M r .  Olson 
s t a t e d  t h e  t r u s t e e s  f e e s  a r e  an  ongoing o p e r a t i o n .  They p a i d  
$20,000 t o  t h e  t r u s t e e s  l a s t  y e a r .  The t r u s t e e  h a n d l e s  a l l  t h e  
money f o r  t h e  Board. When t h e  Board wan t s  o p e r a t i n g  f u n d s  t h e y  
s e n d  a  c e r t i f i c a t e  s i g n e d  by M r .  Olson t o  t h e  t r u s t e e  who i n  t u r n  
t r a n s f e r s  t h e  money t o  t h e  t r e a s u r e r  and t h e  t r e a s u r e r  pays  t h e  
b i l l s  f o r  t h e  Board. 

M r .  Olson asked the committee t o  a p p r o p r i a t e  t o  t h e m  t h e  $ 2 1 6 , 4 9 8  
and  $252,102 t h e y  have  r e q u e s t e d .  

Under c o n t r a c t e d  s e r v i c e s ,  M r .  Olson b r o u g h t  o u t  a  $4,500 i n s u r -  
a n c e  i t e m  which h e  s t a t e d  they  c o u l d  work i n t o  t h e  budge t .  H e  
a l s o  commented an  a t t o r n e y  i n  o r d e r  t o  g i v e  bond o p i n i o n s  h a s  t o  
be i n s u r e d .  

M r .  Ea ton s t a t e d  t h e  Budget O f f i c e  h a s  recommended 4 FTE and 
c u r r e n t  l e v e l  o f  o p e r a t i o n .  H e  s a i d  t h e  FA has a l s o  r e c o ~ m e n d e d  
4 FTE b u t  t h e  4 FTE i n c l u d e s  t h e  modi f i ed  level if t h e  new b i l l  
p a s s e s  a l l o w i n g  $300,000,000 a d d i t i o n a l  bond ing  a u t h o r i t y .  
M r .  Ea ton  commented t h e  FA recommendation a l l o w s  f o r  2 a t  c u r r e n t  
l e v e l  and 2 a d d i t i o n a l  a t  t h e  modi f i ed  l e v e l .  The Budget O f f i c e ' s  
recommendation d o e s  n o t  i n c l u d e  t h e  p a s s a g e  of t h e  $300,000,000 
bonding a u t h o r i t y  and recommends a n  a d d i t i o n a l  2 FTE if t h e  b i l l  
p a s s e s .  

Ynder c u r r e n t  l e v e l ,  t h e  FA i s  under  t h e  Budget O f f i c e  by $18,000.  
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The FA explained that $4,600 in personal services is related 
to other compensation paid to the board members. The FA kept 
her recommendation at current level for personal services. 

4 
The $8,000 brought through in budget amendments was subtracted 
to show current level. The remaining difference of $3,000 
was central payroll and SBAS. The Budget Office recommends 
$2,500 more than requested by the agency. 

In response to Mr. Eaton's statement, the FA stated that the 
Budget Office recommended $100,000 in modification and the FA 
recommended $159,000. The addition of 2 people would amount 
to approximately $50,000. 

Personnel Division 

Bill Cosnell, Administrator, cemented on the consolidation of 
the Merit System within the Personnel ~ivision. Mr. Gosnell 
also commented an some of the other major changes and happenings 
in the Division since the last session. He stated they have 
asswted the responsibility of the administering of the 
state health insurance plan from the Insurance and Legal Division. 
Mr. Gosnell stated the functions of the Division have greatly 
expanded since the last session. 

Mr. Gosnell stated that since he has been with the Personnel 
Division, he has reduced the staffing by 9 FTE. The CETA 
positions were reduced from 10 to 4 positions and the regular 

4 
positions are currently at 38. 

The FA has recommended that 4 more positions be reduced. One 
of these positions is a job analyst. Mr, Gosnel stated 2 posi- 
tions were vacant at the time of the FA budget preparation. 
Through the Governor, one position was left to be filled and 
the other was frozen. The one position is presently filled. 
The FA has recommended 3 more Merit System reductions based on 
automated enhancements. Mr. Gosnell commented rather than 
cutting current positions if he had more time he would be able 
to eliminate the positions himself over the next couple of 
years. 

In operating, last year the program spent $21,600 for supplies 
and materials and $21,300 for communications. The FA is recom- 
mending $19,400 for supplies and materials for 1980 and $20,000 
for 1951. In communications, she is recommending $20,000 for 
1980 and $21,000 for 1981. 

Mr. Gosnell stated the FA recommendations are actually less 
than what was spent in 1978. He commented that he is trying 
for central control over the supplies and materials. - - 

Mr. Gosnell stated with the move of the Merit System Bureau into 
the Mitchell ~uilding, the applicants increased by 10% a month. 
Ile commented on the reductions within these two areas that his 
business is paper and telephone communications and the reductions 
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would l i m i t  what  t h e y  c o u l d  do. 

I One major  a r e a  o f  concern  t o  M r .  G o s n e l l  was i n  c o n t r a c t e d  
s e r v i c e s .  The P e r s o n n e l  r e c o r d  system i s  e x p e c t e d  fo  be up 
and  o p e r a t i n g  w i t h i n  t h i s  f i s c a l  y e a r .  The p o s i t i o n  c o n t r o l  
a s p e c t  which  h a s  been hand led  t h r o u g h  t h e  Budget O f f i c e  i s  
g o i n g  t o  b e  moved t o  t h e  P e r s o n n e l  D i v i s i o n .  L a s t  y e a r  t o  
r u n  t h e  p o s i t i o n  c o n t r o l  it c o s t  t h e  s t a t e  $16,675.  The FA h a s  
recommended t h i s  f i g u r e  p l u s  6 %  i n f l a t i o n  i n c r e a s e .  M r .  G o s n e l l  
s t a t e d  t h a t  f i g u r e s  t o  d a t e  th rough  December have  a l r e a d y  r e a c h e d  
$14,000.  They have  r e q u e s t e d  $24,000 f o r  t h e  sys tem.  M r .  G o s n e l l  
commented t h a t  one  r e a s o n  t h e  c o s t  was low l a s t  y e a r  w a s  it was 
n o t  r u n  f o r  p a r t  o f  t h e  t i m e .  

The FA r e d u c e d  3 Merit System p o s i t i o n s  and  reduced  g e n e r a l  fund  
d o l l a r s .  M r .  G o s n e l l  p o i n t e d  o u t  t h a t  by r e d u c i n g  g e n e r a l  fund 
it i s  l e a v i n g  Merit System f u n d s  t o  u s e  w i t h i n  t h e  P e r s o n n e l  
D i v i s i o n  which i s  a g a i n s t  t h e  agreement  and c o u l d  p o s s i b l y  be 
i l l e g a l ,  

~ r ' .  G o s n e l l  commented t h e  c o s t  o f  t h e  d e s i g n  f o r  t h e  p o s i t i o n  
c o n t r o l  s y s t e m  would be  $50,000 and $8,000 f o r  computer  t e s t i n g .  
These amounts  w e r e  n o t  r e q u e s t e d  o r  budge ted  f o r .  R e p r e s e n t a t i v e  
Bardanouve responded  t o  t h e  $58,000 t h a t  if w e l l  s p e n t  would 
i n i t i a t e  s a v i n g s  t h r o u g h o u t  s t a t e  government.  

There  w a s  d i s c u s s i o n  on a p p l i c a n t s  l o o k i n g  f o r  j o b s  w i t h  s t a t e  
government .  

The FA responded  t o  t h e  p r e s e n t a t i o n .  I n  FTE, 4 p o s i t i o n s  were 
d e l e t e d ,  o n e  of  which  w a s  a c l a s s i f i c a t i o n  o f f i c e r .  The FA 
s t a t e d  a t  t h e  t i m e  M r .  G o s n e l l  s t a t e d  t h e  d u t i e s  had been  
d i s b u r s e d  t o  o t h e r  s t a f f  members and t h i s  was t h e  r e a s o n  f o r  
t h i s  c u t .  For  t h e  3 Merit System e l i m i n a t i o n s ,  t h e  F A  s t a t e d  
M r .  G o s n e l l  had s t a t e d  h e  would l i k e  t o  r e d u c e  up t o  5 p o s i t i o n s .  
The p rob lem i s  t h e  t i m e  i n v o l v e d  f o r  t h e  r e d u c t i o n s .  

The FA commented t h a t  t h e  o n l y  r e d u c t i o n  w i t h i n  t h e  c o n t r a c t e d  
s e r v i c e s  w a s  a p o s i t i o n  c o n t r o l  document; e v e r y t h i n g  else 
was g i v e n  as r e q u e s t e d .  The F A  s t a t e d  t h e  computer  d i v i s i o n  had 
t o l d  h e r  a number of t i m e s  t h e  c o s t  fo r  r u n n i n g  t h e  p o s i t i o n  
c o n t r o l  document - $16,000 f o r  26  r u n s .  The F A  s a i d  s h e  d i d  n o t  
u n d e r s t a n d  why t h e  c o s t  has sky r o c k e t e d  $10,000 when a c c o r d i n g  
t o  Mike T r e v o r ,  Computer S e r v i c e s  D i v i s i o n ,  t h e  c o s t s  s h o u l d  
d e c r e a s e  i n  1981. 

The FA s t a t e d  t h e r e  was a 9 %  d e c r e a s e  o f  FTE i n  t h e  program n o t  
i n c l u d i n g  t h e  Merit System p o s i t i o n s .  The major  r e a s o n  f o r  
r e d u c t i o n s  i n  t h e  s u p p l i e s  and m a t e r i a l s  w a s  b e c a u s e  o f  t h e  
d e c r e a s e  i n  FTE. 

Under c o m u n i c a t i c n s ,  t h e  F A  e i t h e r  a l l o w e d  i n f l a t i o n a r y  i n c r e a s e s  
from what  was spent or  what  was r e q u e s t e d .  The F A  commented t h a t  
some programs r e q u e s t e d  less t h a n  what  was a c t u a l l y  s p e n t .  She 
s t a t e d  t h i s  would be a r e a s o n  f o r  t h e  r e d u c t i o n s .  The FA 
s t a t e d  t h a t  i n  communicat ions,  it  was a  v o l u n t a r y  d e c r e a s e .  The 
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r e q u e s t  was less t h a n  what  was a c t u a l l y  s p e n t ,  

~ r .  G o s n e l l  s t a t e d  t h e y  would l i k e  t o  have t h e  Budget O f f i c e ' s  
r e c o r n e n d a t i o n  i n  t h e  a r e a  o f  s u p p l i e s  and  m a t e r i a l s  a n d  c o m u n i -  
c a t i o n s .  

~ e p a i r s  and main tenance ,  t h e  FA went w i t h  what  was a c t u a l l y  s p e n t .  
F o r  equipment  r e n t a l ,  t h e y  would need $1,400 and $1,600 f o r  opera-  
t i n g  f o r  1980 and 1981. They a r e  r e q u e s t i n g  $3,400 for e a c h  y e a r  
o v e r  t h e  b i e n n i ~ n .  M r .  G o s n e l l  r e sponded  t h a t  b e c a u s e  of e l i m i n -  
a t i n g  a MagCard s y s t e m  t h e y  have  no problem w i t h  t h e  F A  recommenda- 
t i o n  f o r  equipment  r e n t a l .  

The m e e t i n g  was a d j o u r n e d  a t  1 1 : O O  a.m. 

R e s p e c t f u l l y  s u b m i t t e d .  

W i l l i a m  Menahan, Chairman 




