MINUTES OF THE MEETING
GENERAL GOVERNMENT AND HIGHWAYS SUBCOMMITTEE
MONTANA STATE
JOINT SUBCOMMITTEE

January 24, 1985

The meeting of the General Government and Highways Subcommittee
was called to order by Chairman Quilici on January 24, 1985
at 8:05 a.m. in Room 437 of the State Capitol.

ROLL CALL: All members were present, Representative Connelly
was late. Also present were Cliff Roessner from the LFA
Office, and Doug Booker and Carolyn Doering from the Govexnor's
Office.

DEPARTMENT OF REVENUE

John LaFaver, Director, went over some information that the
committee had asked fer the previous day. Exhibit No. 1

is the overtime expended in FY 1984. He also discussed
some of the main legal cases the department is currently
dealing with.

Legal Division: John LaFaver discussed the budget worksheet
found on Exhibit No. 2. Travel was the main budget issue,
which he feels is necessary to provide for instate hearings,
court appearances and training.

Investigations: There was discussion on the budget work-
sheet and budget issues found on Exhibit No. 13 (27;A;213).
A main budget issue was for equipment, which they are asking
for funds to replace vehicles and a word processing machine.

Child Support: Exhibit No. 4 is the budget worksheet for
the Child Support. John LaFaver explained the new accounts
receivable system they are planning to put up. Jon M:redith
then went over the experience in Child Support with the
increasing caseload and increase of revenues the bureau

has had. Exhibit No. 5 is a brief introduction to child
support enforcement. Graphs which compare collections to
expenses, Montana cost effectiveness ratio, and Montana
general fund cost effectiveness are found on Exhibit No. 6.

There was discussion on the new accounts receivable system.
The old Bradford system costed too much in manual entry
because the figures were never current. In 1983 the federal
government said they were going to a new restructuring
situation, and they were going to drop the agencies
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participation in the child support program by X percent.

In order to save that money, they kept positions open.
Later they found out that wasn't going to happen, and

they found themselves with an excess of dollars. At that
point, they felt something had to be done with the accounts
receivable. The director indicated they could bid on a

new system. The new system can give daily, exactly how
much anyone owes. (27;A;660)

Exhibit No. 7 explains the budget modification they are
asking for. An additional 13 FTE are being requested for
enforcement activities needed to meet requirements of the
federal legislation.

Chairman Quilici asked that in the event the Federal Gov-
ernment withdraws these funds for the program, will the
State General Fund be expected to pick up the whole amount.
John LaFaver responded to the gquestion (27;B;273).

Exhibit No. 9 is a budget modification for Investigations,
which asks for an additional 2 FTE. Exhibit No. 10 explains
the modification.

Medicaid Fraud: Exhibit No. 11 is the budget worksheet
for Medicaid Fraud. The budget issues involved contracted
services, which asked for funds to hire expert witnesses
and do computer matching.

Exhibit No. 12 is the budget worksheet for the entire Legal
Division.

Liquor Division: Howard Heffelfinger, Administrator,
discussed Exhibit No. 13, which is the Liquor Division budget
presentation. He went over all the graphs included in

the presentation (28;A;37).

Bruce Simon, Representative of District 91 in Billings,
commended Howard and his staff on the job they have done
over the past few years. He doesn't think there is going
to be an increase in sales, and asked the committee to look
at the figures carefully in their deliberations (28;A;127).

EXECUTIVE SESSION

DEPARTMENT OF JUSTICE

Registrar of Motor Vehicles: Senator Gage moved the LFA
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budget for the personal services with 2 percent vacancy
savings for both years. The motion was seconded and PASSED
unanimously. The motion was carried.

Senator Gage moved the LFA budget except for rent on operating
expenses. The rent expenses will come from the Executive
budget. The motion was seconded, and PASSED unanimously.

Senator Keating moved the Executive budget for equipment
in FY 1986 and FY 1987. The motion was seconded, and
PASSED unanimously.

Representative Lory moved approval of the budget modification
for the upgrade of the word processing system, $42,025 in

FY 1986 and $2,914 in FY 1987. The motion was seconded, and
PASSED unanimously.

Senator Gage moved that the budget modification for the
County Coordinator DO NOT PASS, but that $1,232 be put back
into travel for both years in current level. The motion

was seconded, and PASSED unanimously.

Highway Patrol: Exhibits No. 14, 15, and 16 were passed
out to the committee. They are budget modification
revisions of the original redone for the committee.

Senator Keating moved to reconsider the action on the budget
modification for additional Patrol Officers. The motion
was seconded, and PASSED unanimously.

Representative Lory moved the modification for additional
officers, 7 in FY 1986 and a total of 13 in FY 1987. The
motion was seconded, and PASSED unanimously.

Senator Keating moved for reconsideration of the 55 MPH
Enforcement Squad budget modification. The motion was
seconded, and PASSED unanimously.

Senator Keating moved for approval of the budget modification
for the 55 MPH Enforcement Project, subject to 21 percent
reduction of the bottom line number. The motion was

seconded and PASSED unanimously.

Representative Lory moved the recruit school for the 13
officers. The motion was seconded, and PASSED unanimously.

Senator Keating moved the budget modification for the recruit
school for the 55 MPH project. The motion was seconded,
and PASSED unanimously.
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Law Enforcement Services: Representative Lory moved the LFA
budget plus $2,700 for FY 1986 and FY 1987 for a summer intern.
The motion was seconded, and PASSED unanimously.

ADJOURN: There being no further business before the committee,
the meeting was adjourned at 11:15 a.m.

<::;)éﬂ~C::>S%z¢4/ZZi/1//;f;

QUILICI, Chairman
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A BRIEF INTRODUCTION TO CHILD SUPPORT ENFORCEMENT

The Child Support LEnforcement Program was established in response to the changes
taking place in the AFDC program. AFDC was established in the 1930's to provide
for children who did not lLzve the benefit of support from both parents. Assistance
is available to families In which a responsible parent is dead, absent, disabled,
or in some cases, unemployed.

When the AFDC program was first established, death of the father was the major
basis for eligibility. Currently, over 80 percent of the families receiving AFDC
are eligible because a parent is absent from the home, while over 30 percent of the
children are being born of unmarried parents.

Federal law requires that each state establish a child support enforcement program.
The responsible state government unit is commonly referred to as the IV-D agency.
Each program receives 70 percent of its funding from the federal govermment,  The
state IV-D agency is responsible for locating absent parents, establishing paterni-
ty, establishing child support obligations, and collecting and monitoring child
support payments.

The Montana IV-D and enforcement agency is called the Child Support Enforcement
Program. Located within the Legal and Enforcement Division of the Department of
Revenue, the Child Support Enforcement Program collects support on welfare and
non-welfare cases in Montana, and throughout the United States.

THE PROBLEM OF CHILD SUPPORT

Each year over one million American marriages end in divorce, disrupting the lives
of more than three mil'ion men, women and children. More than 40 percent of Ameri-
can marriages contracted in the 1980's ‘are expected to end in divorce, and by the
1990's only 56 percent of the children in the United States will spend their entire
childhood with both natural parents.

No fault divorce laws have shifted the focus of the legal process from moral ques-
tions of fault and responsibility to economic issues of ability to pay and finan-
cial need. Today fewer husbands and wives fight about who-did-what-to-whom; they
are more likely to argue about the value of marital property, her earning capacity
"and his ability to pay.

When child support is not paid and a feamily falls below the poverty levels, taxpay-
ers become responsible for child support. Without child support, the poverty level
for mother only families rises from 12 percent to 18 percent. We believe that
parents should pay for the support of their children to the extent possible.

In most divorce cases hoth spouses are represented by legal counsel, Unfortunately
the children are almost never represented. - Yet in most all cases, the children
equally with the parents, suffer both economically and financially,

The Child Support Enfercement Amendments of 1984 which were passed by Congress in
the fall are directed toward insuring that all parents with an obligation to sup-~
port live up to that cbligation. The Act provides the enforcement tools necessary
to make the payment of child support an automatic function.

Since 1980, the Montana program has made g¢reat gains in its effort to collect child
support, The following table illustrates the progress made, how that progress
relates to the national average, and how such progress translates into a financial
return for the State of Montana.



"OLLECTIONS

fotal Distributions
Non-AFDC

AFDC to Recipient
\FDC Net Retained
‘ederal Share

State Share

Jounty Share

“XPENSES

'otal Program Costs
Federal Share
State Sharce

County Share

FIVE YEAR CHIID SUPPORT ANALYSIS

FYy 1980 Fy 1981 Fy 1982

1,500,037 1,579,820 1,652,965

685,118 658,744 524,102
814,919 921,076 1,128,863
516,075 592,069 735,072
223,205 255,956 306,208

75,639 73,051 87,583

1,037,550 1,150,059 1,067,986

778,162 862,544 800,990
220,599 240,102 229,159
38,739 47,413 37,837

‘ontana Cost Effective Ratio

itate Level
‘ounty Level

incentives to Montana
"aid fram Federal Share

‘'ost Effective Ratio
for General Fund

1.01 1.07 1.34
1.95 1.54 2.32
13,627 113,908 142,526
1.07 1.54 1.96

FY 1983

2,351,067
615,516
7,513
1,728,038
1,129,085
465,276

133,677

1,152,138
817,811
291,434

42,893

1.60
3.12

229,680

2.38

FY 1984

2,973,795
697,581
5,367
2,270,849
1,467,259
623,480

180,110 |

1,326,284
928,400 -
358,896

38,988

1.74
4'62

251,357

2.44

seginning October 1, 1985 the incenﬁive payment rate will change fram 12% on AFDC collections

mly to a maximm of 10%

‘or further information:
'rogram, P. O, Box 5955,

on both AFDC and Non-AFDC.

Contact Bill Harrington or Dennis Shober, Child Support Enforcement
Helena, MT 59604. Phone (406) 444-4614.
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Exiuimr #7
WECTRNS

Child Support Enforcement 86-87 Modification

1. In 2ugust 1984, ER 4325 or the "Child Support Entorcement

Amendments of 1984" was passed by Congress. The bill:

a) mandates program activityv in child and spousal sup-
port ar=zas reqgardless of public assistance receipt

b) pushes the responsibility for interstate enforcesment
on to the Child Support Enforcement FPrcogram (CSEP)

¢} requires the use of several new and hopefully more

cost effective tools:

(1) mandatory wage assignments for in- and out-of-
state obligors

(2) state tax offsets for in- and ocut-of-state
applicants

(2) federal tax offsets fcr all applicants who have
a Mcntana order or where the custodial parent
is receiving assistance in Montana

(4) expedited process to establish support orders

for in- and out-~of-state orders.

2. These requirements will result 1n & substantial caseload
increase for the Montana CSEP. Fstimates are based on cur-
rent caseload figures, apparent increased use of a more
effective and efficient collection system and experiences of
other states. Three specific areas will require increased

staffing &réd a fourth will require additional funding only:

a) the NAFDC caseload will increase by 200% due to
mandatory publicity programs and the use of federal

tay offset for all families receiving IVD assistance



b)

<)

a)

the suprport payments unit will ke required to handle
some 83,000 payments per year as compared to 29,C00
currently

a new interstate unit will be recuired to provide
cut-of-stare wage assignment, state tax offset,
federal tax offset, expadited support order estab-
lishment and more rapid hearing procedure services
expedited process and more effective enfcrcement
tools mean greater use of the administrative pro-
cess. Additional contracted hearings- officer

expense will thersfore be incurrad.

3. For your further infcrmation, a line itemed budget breakdcwn

1s attached.



1000
1100
1101

1100
1400

1401
1402
1403
1404
1410

1400
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2000
2100
2102
2110
2135

2100

2200
2225
2236
2241

2200

2300
2301
2302
2304
2309
2314
2316

2300

2400
2407
2408

2400

SUPPLIMENTAL BUDGET FY 86, 87
CHILD SUPPCRT ENFORCEMENT PROGRAM

To Comply with

FEDERAL "CHILD SUPPORT ENFORCEMENT AMENDMENTS 1984"

PERSCNNEL SERVICES
Salaries
Reqular (13 FTEs)

Total
Employee Benefits

FICA @ .067

Retirement @ .064170

Insurance @ 100 x 1 yr x 13 FTEs
Workers Ccmp. @ .008

State Unemployment Tax @ .005

Erployee Benefits Tctal

Personal Services Total

OPERATING EXPENSES

Contracted Services

Consulting & Professional Services
Printing

Education & Training

Contracted Services Total

Supplies and Materials

Books & Reference Materials
Office Supplies/Central Stores
Office Supplies/Non-state Proc.

Supplies & Materials Total

Communications

Local Service & Equipment
Long Distance Service
Postage & Mailing
Advertising

Telephone STS Usage
Telephone Cne-time Charces

Communications Total
Travel

In-state Meals
In-state Lodging

Travel Total

FY 86

$181,252.00

$181,152.00

FY 87

$181,252.00

$181,152.00

12,143.88
11,630.94
15,600.00
1,450.02
906.26

41,731.10

$222,983.10

12,143.88
11,630.94
15,600.00
1,450.02
906.26

41,731.10

$222,983.10

25,000.00
2,000.00
1,500.00

28,500.00

360.00
2,000.00
400.00

2,700.00

€,530.23
2,000.00
4,000.00
2,500.00
7,663.00

500.00

23,193.23
250.00
250.00

500.00

25,000.00
2,000.00
1,500.00

28,500.00

300.00
2,000.00
400.00

2,700.00

6,530.23
2,000.00
4,000.00
2,500.00
7,€663.00

500.60

23,193.23
250.00
250.00

500.00



2500
2527

8]
(1}
(]
(o]

2700
2704
2750

2700

2800
2809

2800
2000

3000
3112

3000

* Estimates are made with FY 1984

Rent
D/A Buildings

Rent Total

Repair & Maintenance
Office Equipment
Maintenance Contracts

Repair & Maintenance Total

Other Expenses
Registration Fees for Training Centract

Other Expenses Total
Operating Expenses Total

EQUIPMENT
Office Equipment

Equipment Total

TOTAL

General Fund

7,521.32
7,521.32

500.00
1,278.00

1,778.00

1,300.00
1,300.00

$65,462.54

37,558.00

37,558.00

$326,033.00

97,809.90

7,521.32
7,521.32

500.00
1,278.00

1,778.00

1,300.00
1,300.00

$65,462.00

-0-

o=

$288,475.00

86,542.50

figures and do not account for inflation.



MODIFICATION COST EFFECTIVENESS STUDY

A. Introduction

The Child Support Enforcement Amendments of 1984 provide sweeping
changes to the Child Support Enforcement Program. Paramount among
these changes is the federal mandate requiring states to advertise
services not only to AFDC-associated families but to all families
needing assistance in securing support obligation payments from the
absent parent. This requirement will have a profound impact on case
load and the support staff needed to implement the program under the
expanded coverage. Program administrators estimate that 13 additional
FTE will be needed to meet the increased case load. This results in
increased administrative costs of $326,033 in fiscal 1986 and $288,475
in fiscal 1987. Of these amounts $97,809 in fiscal 1986 and $86,543

in fiscal 1987 of state general fund is required to meet the federal
matching rate.

The following analysis explores the benefits that arise as a conse-
quence of dimplementing the program and whether these benefits result
in a favorable benefit/cost ratio. BRenefits are expected to arise in
two areas: in AFDC/Medicaid avoidance, and in increased incentive
payments.,

B. Benefits from AFDC/Medicaid Savings

The analysis of savings that arise from AFDC avoidance 1s based on
figures provided by the Legal and Enforcement Division. It is esti-
mated that the division will mail 137 applications for non-AFDC (NAF-
DC), IV-D services after advertising is fully effective. Of these, 68
per month, or roughly 50%, will be returned and become cases. This
results in 816 new cases per year.

According to the U.S. Census survey, in 1978 387 of women without
child support received public assistance,compared to only 137 of the
women who had some child support income. Given these figures, in the
absence of any child support 38% (310) of the cases would be receiving
public assistance, whereas only 13% (106) of the cases would be
receiving public assistance if child support was secured in all cases.
This results in 204 cases not going on AFDC rolls that otherwise would

in the absence of child support. The estimated savings that arise
from this are as follows:

- AFDC -
Number of Cases: 2 204
Annual Ave., AFDC Payment: (305.97 x 12) - § 3,671.64
Total Annual Saving: $749,014.56
General Fund Savings (approx. 30%): $224,704.37

1
"The Economic Consequences of Divorce: Child Suppcrt and the Femini-

ation of Poverty'", NOW Legal Defense and Education Fund, 1982, pg. 9.
Statistical Report, State Fiscal Year 1984, Montana Department of
Social and Rehabilitation Services, pg. 4.




- MEDICAID -

Number of Cases: 3 204
Annual Ave, AFDC-Associated Medicaid Payment:~(250.72x12) $ 3,008.64
Total Annual Savings: $613,762.56

General Fund Savings (approx. 347%): $208,679.27

C. Benefits from Increased Incentive Payments

The proposed rules for implementing the Child Support Enforcement
Amendments of 1984 provide for incentive payments to the states. In
previous years these incentives applied to amounts collected on behalf
of AFDC families only. The new rules would provide for incentives
based on amounts collected on behalf of non-AFDC families as well.

Under the o0ld rules child support was used to reimburse government for
AFDC payments. States were allowed a 12 percent incentive payment.
That 1is, the federal share of the reimbursement was reduced by 12
percent of the total collection with the incentive payment deposited
in the state general fund account. Under the new rules states will te
alloved a minimum incentive payment of 6 percent of total AFDC plus
non-AFDC, collections. The following calculations show the increase
to the general fund that would have occurred under the new rules given
the projected 1increase in case load and assuming the average collec-
tion for the additional NAFDC cases equal to the average collection
for the actual cases in federal fiscal year 1984. (Under these rules
the state is allowed an incentive payment equal to the 1larger of 80

percent of the payment under the old rules or the payment under the
new rules.)

01d Rules:
Total AFDC Collections (FFY1984): $2,319,922
x 12 percent 278,391

x 80 percent = Total Incentive Payment $ 222,713

New Rules:

Total AFDC Collections: $2,319,922

Total NAFDC Collections: 602,829
Additional NAFDC Collections -

816 cases x $145.00 x 12 mo. 1,419,840

Total Collections €4,342,591

x .06

Minimum Incentive Payment 260,555

Incentive Payment Under 01d Rules 222,713

Increase To General Fund § 37,842

3
Ibid, pg. 12.



As the above analysis indicates the incentive pavment calculated above
under the new rules represents a minimum incentive payment. The actu-
al payment may be much larger than that indicated for several reasons.
First, the opercentage applied to total collections is allowed to
increase to a maximum of 10 percent as the ratio of total collections
to total administrative costs grows. Second, the portion of the
incentive payment paid to a state for a fiscal year in recognition of
its non-AFDC collections is limited to the percentage of the portion
of the incentive payment paid for that fiscal vear in recognition of
its AFDC collections. In fiscal years 1986 and 1987 that percentage
is 100 percent but grows to 105 percent in TFFY1988; 110 percent in
FFY1989; and 115 percent in fiscal years 1990 and beyond. Third, in
instances of interstate collections both the responding state and the
receiving state will receive credit for collections made in interstate

cases, Before, only the responding state received the incentive pay-
ment.

D. Benefit/Cost Ratio

The above analysis indicates the potential for increased benefits
arising from activities mandated by the Child Support Enforcement

Amendments of 1984. The annual general fund savings are estimated to
be:

AFDC Avoidance $224,704
Medicaid Avoidance 208,679
Increased Incentive Payments 37,842

Total Benefits $§471,225

Given that the increased general fund share of the total additional
administrative costs are $97,809 in fiscal 1986, these benefits pro-
vide a benefit/cost ratio of approximately 4.8,
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Exhudis # 10
i/;' ¥

Investications Program 86-87 Modificaticns

Additional field investigative staff member

This request 1is based cn the program's burgecning workload.
The rapidly growing workload is partially demonstrated by the
number of welfare fraud case referrals; 2410 new cases were
received in FYR4 compared tc 258 in FY82 or approximately a
70% increase. This referral rate increase is projected to
continue due to more extensive use of computer matching in
public assistance cases. License investigation requests have
increased freom 540 in 1977 to 710 in FY 1984, This is
approximately a 31% increase. However, manpower levels have
decreased during the same time period frem 7 FTE in 1977 tc €
FTE in 1984, It should also be noted that there were 9 full
time liquor inspectors in 19273. Application requests now
generally involve Ltusiness entities such as corporations or
partnerships which require more complex investigations.
These workload increases combined with a higher demand for
more complex liquor related investigations (including felony
sale without a license and extended electronic surveillance
cases relating to alleged department emplcyee theft) illus-
trate the program's critical manpower shortage.

The new position would be located in Miles City. The program
has a bistory of meintaining an office in southeastern
Montana; however severzl vears ago this position was lost
through reorganizaticn. Our Glasgow investigator currently
services this area. In FY 1984 the investigator traveled in
excess of 19,000 miles or approximately 345 hours to provide
needed services. Approximately £3,600 in salary was expended
during the travel; however the total ccst to the state would

have to include productive investigative time lost, welfare



fraud restitutions 1lost, gas and vehicle maintenance and
additiounal per diem costs for a total of $12,584. The place-
ment of a position in Miles City would reduce by at least

balf the travel required by both the Glasgow and Billings

offices.
Annual Cost Estimates Funding: Liguor Revolving
FY 86 FY 87 " FY 86 Fy 87
Fersonnel Services $23,133 $23,143 £42,265 $31,480
Cperating Expenses 8,182 8,337
Equipment 10,95¢C -0-
£42,265 £31,480

2. Clericzl support staff for Investigations Program

The aaditicn of cne clerical FTE to the Investigations Pro-
gram is essential 1f the program is to maintain the current
level of services. There are presently only twc such posi-
tions to suppert a professional staff of 11. The increase in
recipient welfare fraud and liquor licensing investigations
comes at & vaime of increasing demand for investigative ser-
vices in other criminal aspects of liquor control and welfare
fraud. These more complex investigations require detailed
transcription of surveillance informaticn and extensive
report typing. In addition the department is under a statu-
tory 30-day limitation for completion of alcohol beverage
licerse 1investigations. We are currently exceeding this
limit 1in some cases. Increasing demards will result in an
inability to complete license application processing within
the statutory time limirct.

The need for additional clerical help is further demonstrated

by the 2325 hours of overtime worked bv clerical staff in



FY84, the lack of kackup staff to keep work f{lowing in the
case of vacaticns or sick leave, and the use of three part-
time individuals to maintain the current level of services.
fince the new position would be utilized in both the liquor
ana welfare fraud areas, the cost would be shared by both

programs, thus reducing the amcunt of state fundes needed.

Cost ¢f adding one Grade 7 clerical staff member +to the

present Helena support staff.

Annual Cost Estimates

2Annual Cost Estimates

€10,350.00

FY 86 FY 87 FY 86 FY_87
Perscnnel Services £15,136 £15,143 Liguor ERevolving
Operating Expenses 5,454 5,587 $£13,020.CC
Eguipment 5,450 I

S26,040 €20,70C0 Ceneral Fund

$ €,510.CC $ 5,175.00
Federal Fund
$6,510.C0 ¢ 5,175.00

Totals

$26,040.00 $20,700.00
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LIQUOR DIVISION BUDGET PRESENTATION
TO APPROPRIATIONS SUBCOMMITTEE

January 24, 1985



In 1979 the Legislature initiated & mnew "open-ended", or non-
appropriated budget for the Liquor Division in recognition of its

status as an enterprise operation,

For the 1985 biennium, the appropriations language specifiad that the
Division attempt to return thirteen percent of net sales as profit to
the general fund, and that operational expenses be limited to fifteen
percent of net sales. Net liquor sales were defined as gross sales
less discounts and taxes. Operational expenses, for purposes of the
appropriations language, were defined as excluding product cost,
freight and allocable expenses to other Divisions and the Licensing

Bureau.

As stated in a letter from Chairman Quilici to Director Ellen Feaver
dated April 8, 1983, both profit amount and expense limitation were to

be understood as "objectives to be sought rather than legal mandates."

In the case of the expense limitation for Fiscal Year 1984, the Divi-
sion was well within the stated objective. With the exclusions per-
mitced by the appropriations bill, operational expenses of $6,004,065
amounted to 14.3 percent of net sales of $41,844,509; significantly
under the authorized maximum of 15 percent. With regard to profit,
the Division's net profit of $5,408,943 in Fiscal Year 1984 amounted
to 12,93 percent of net sales of $41,844,509, Thus, the Division was

.07 percent or $%$30,843 short of the profit objective of 13 percent.



The primary reason for the slight profit shortfall was declining
sales. It should be noted that the Division had requested a lower net
profit objective and higher expense limitation last session. However,
in deciding upon the current objectives Chairman Quilici d1ndicated
that the subcommittee had relied upon recommendations of the Legisla-
tive Fiscal Analyst in concluding that "the economy should improve
during the biennium and chat the Division's sales should revive

accordingly."

For reasons entirely unrelated to the economy, sales of beverage alco-
hol, particularly distilled spirits, have declined and continue to do
so. Such reductions have been consistent with national trends. Cal-
endar year 1983 saw the fifth consecutive vear of declining adult per
capita liquor consumption mnationally, representing a 12.5 percent
reduction from the peak year of 1974, 1In 1983, Americans consumed 1.5
percent less distilled spirits than in 1982, and in 1982 consumption
fell 2.7 percent from 1981, Fxhibit A indicates overall sales
declines for Montana over the past three fiscal years. As indicated
by the Exhibit, from TFiscal Year 1982 to Fiscal Year 1984 overall
sales fell by 3.9 percent., For the first half of the current fiscal
year, gross dollar sales are dowa by 8.6 percent. Thus, even though
Montana's declines have been less than those nationwide, the state
appears to be catching wup rapidly with the national average. Such
reductions are generally attributed to changing social moras which are
increasingly bringing about more moderation in consumption of beverage

alcohol. There in so evidence to suggest that such mores, and



consequent sales and cousumption declines, are apt to be changing in

the foreseeable future.

However, in spite of lower sales the Division succeedad in improving
its financial condition from the prior year by reducing costs and
generally enhancing efficlencies as indicated in the attached exhib-
its. Exhibit B indicates operational expense decreases during Fiscal
Year 1984, In part, such reductions permitted the net profit increase
demonstrated 1in Exhibit C which occurred in spite of declining sales.
Exhibit D displays the inventory reductions undertaken by the Division
over the past three fiscal years. Such reductions have yielded an
additional $3,605,376 to the general fund over the period in question.
Exhibit E demoustrates the Division's efforts over the past seven
fiscal years to coavert small, marginally profitable stores to agency
status, The latter are more profitable to the Division, and still
permit rural Montanans to have the convenlence of state outlets.
Exhibits F and G contain ple-graphs indicating breakdown of expenses
and gross sales dollar disbursement, respectively. Exhibit H demon-
strates historical sales, expense, and tax trends over the past four-

teen years.

As indicated by information contained din the =xhibits, the Liquor
Division has used the flexibility and discretion afforded by open-
ended funding to improve its operations in spite of otherwise diffi-
cult market conditions. For that reason, the Division again requests

such a budget for the 1986-87 biennium. The condition sought for such



fuading 4s a 15 percent limitation upon operational expenses, using
the same criteria as was imposed for the current biennium. Although
declining sales will continue to adversely impact operations, and
would otherwise have necessitated a request to increase the limit, a
federal excise tax increase will take effect on October 1, 1985 which
will result in raising sales receipts by approximately eight percent.
This, 1in turn, will compensate for lower sales and should permit the

Division to remain under the 15 percent expense ceiling.

Given an expense limit, snd the Legislature's continued monitoring of
Division operations, a profit requirement becomes superflucus. With a
continuing, concerted effort to keep expenses as low as possible, the
highest attainable profit will naturally follow. The only other fac~-
tor influencing profit will be sales. With numerous 1nfluences
presently affecting beverage alcohol sales, it i1s difficult to project
future sales with accuracy. Therefore the Division requests that 1Iits
performance under open-ended funding be judged according to an expense

limitation without a stated profit requirement.
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EXHIBIT A

FY 1982-84
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OPERATIONAL EXPENSES IN MILLIONS

OPERATIONAL EXPENSE DECREARSE
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EXHIBIT B

FY 1983-84
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7,289,

6,840,571
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NET PROFIT

EXHIBIT C

NET PROFIT INCREASE

FY 1983-84

5,408,943
5010,213
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1983 1984
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INVENTARY COST IN MILLIGNS
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EXHIBIT D

INVENTARY REDUCTIONS

FY 1982-84
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EXHIBIT F

STATEMENT OF EXPENSES

FOR FISCAL YEAR 1584

BREAK /SHORT (1.7%)

RENT (112‘?} e
T N

R&flEan¢8V1if AN ™

A \. ‘\l

UTILITIES (2.5%) ,ﬁ ™ ',I | \
ATION (1.9%) - :
COMMUNICATION (1.5%) hf:n._ﬁ__ |

'7 3 e, \
OTHER EXP (1.7%) __::Hﬁ H SALARIES (47.2%)

o~

/

CONTRACT SERY [14.0%) 7 /

'-,.‘ / .‘/,:’{(' " &
- . *\\x{,: | xx/f!
LEGAL EMF E ,._ ,. - _

/
-
T

N

SUF } ,______ \__ﬂ_.-"'"
BENEF!TS (10.5%) TRAVEL (0.5%)
SALARIES $3,169,895
BENEFITS 706,174
SUPPLIES 58,985
LEGAL ENFORCEMENT EXP. 241,418
CONTRACTED SERVICES 938,370
TRAVEL 30,827
RENT 755,926
COMMUNICATIONS 97,960
BREAKAGE /SHORTAGE /
BAD CHECKS 114,964
UTILITIES 170,624
RESEARCH AND INFORMATION
EXP. 324,155
OTHER EXPENSES 231,273
TOTAL $6,840,571

OTHER EXPENSES INCLUDE:

DEPRECIATION $117,682
REPAIRS 57,062
AUDIT COSTS 21,908

OTHER EXPENSES 34,621



EXHIBIT G

GROZ=% SALES DOLLAR DISBURSEMENT

FCR FISCAL TYEAR 1584

DISCOUNT (1.6%)

e-”d—_"\
"_,-P'-H
f'.
o rd
PROFIT/TAX (30.7%) N
/ \
{
/
/
_?
___fff."( ]
T /
w*“’"‘ / / COST OF GOODS (54.5%)
’\, /
N .,/ /
EXPENSES (13.2%) ™ f;’ /
~
‘-'.____hhq-'
GROSS SALES . $53,213,722
DISCOUNTS 849,679
COST OF GOODS 28,323,560
EXPENSES 6,840,571

PROFIT AND TAX INCOME 15,928,477

COST OF GOODS FIGURE INCLUDES INBOUND AND OUTBOUND FREIGHT.
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BUDGET MODIFICATION 113}4185;

Department of Justice Program: Highway Patrol Division - 13
1986-87 Biennium Executive Page Number: 156

TITLE: ADDITIONAL HIGHWAY PATROL OFFICERS

REQUEST: The Department requests highway earmarked funds to
support 13 new Highway Patrol ©officers (FY 86 - 7 FTE,
FY 87 - 13 FTE).

JUSTIFICATION: The additional officers are needed to provide 24
hour coverage in high accident metropolitan areas, to continue to
provide coverage in some rural areas and to address growing
problems created by increased traffic and vehicle miles traveled
in Montana. The Patrol tentatively plans to locate the officers
as follows: 1 traffic officer in Sanders County, 10 traffic
officers in the Billings area, 1 safety education officer in
billings to cover the eastern third of the State, and 1 safety
education officer in Missoula to cover the western third of the
State. Demand for patrol coverage in populated areas will force a
major reallocation of personnel to equalize workload.

*FISCAL DATA: FY 1986 FY 1987
r. T. E.'s 7.0 13.0
Personal Services $131,415 $278,499
Operating Expenses:

Contracted Services 1,645 1,714
Supplies & Materials 29,832 43,312
Communications 744 1,677
Travel 8,512 18,070
Rent
Utilities
Repair & Maintenance 4,033 8,559
Other Expenses 4,700 5,100
Subtotal 49,466 78,432
Equipment 113,372 104,886
Total Request $294,253 $461,817
Funding:
General Fund 162,838 183,318
Other Funds 131,415 278,499

Total Funds $294,253 $461,817

*Figures for personal services and most operating expenses
reflect a 21% decrease since patrol officers will be at recruit
school for eleven weeks prior to being sworn in.
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Exhdox 1S
NESIEE
BUDGET MODIFICATION
Department of Justice Program: Highway Patrol Division - 13

1986-87 Biennium Executive Page Number: 157
TITLE: RECRUIT SCHOOL-~-55 MPH ENFORCEMENT PROJECT

TEQUEST: The Department requests funds to provide training for 4
new patrol officers for the 55 MPH enforcement program.

JUSTIFICATION: The four officers for the 55 MPH Enforcement
Project will be federally funded, however, funds for training the
officers are not included in the federal grant. The Highway
Patrol will train the officers in an 1l-week school held at the
Law Enforcement Academy. Officers are not sworn or assigned until
they have successfully completed recruit school training.

FISCAL DATA: FY 1986
F., T, E.'s .85
Personal Services $14,232

Operating Expenses:

Contracted Services 3,256

Supplies & Materials 332

Communications

Travel 2,048

Rent

Utilities

Repair & Maintenance 188

Other Expenses

Subtotal 5,824

Equipment
Total Request $20,056
Funding:

General Fund 20,056

Other Funds
Total Funds $20,056
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BUDGET MODIFICATION

Department of Justice Program: Highway Patrol Division - 13
1986-87 Biennium Executive Page Number: 157

TITLE: RECRUIT SCHOOL--13 ADDITIONAL PATROL OFFICERS

REQUEST: The Department requests funds to provide training for 13
new patrol officers.

JUSTIFICATION: The 13 officers include 7 officers in FY 86, and 6
officers in FY 87. The Highway Patrol will train the officers in
an ll-week school held at the Law Enforcement Academy. Officers
are not sworn or assigned until they have successfully completed
recruit school training.

FISCAL DATA: FY 1986 FY 1987
F. T. E.'s 1.48 1.3
Personal Services $24,906 $21,651
Operating Expenses:

Contracted Services 5,698 4,886
Supplies & Materials 581 468
Communications
Travel 3,584 3,240
Rent
Utilities
Repair & Maintenance 329 520
Other Expenses
Subtotal 10,192 9,114
Equipment
Total Request $35,098 $30,765

Funding:
General Fund 35,098 30,765
Other Funds

Total Funds $35,098 $30,76

S
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