MINUTES OF THE MEETING

INSTITUTIONS AND CULTURAL EDUCATION SUBCOMMITTEE
50TH LEGISLATIVE SESSION
HOUSE OF REPRESENTATIVES

January 8, 1987

The second meeting was called to order in room 202-A of the
Capitol by Chairman Miller at 8:05 a.m. on January 8, 1987.

ROLL CALL: All members were present as were Keith Wolcott,
Senior Analyst for the Legislative Fiscal Analyst (LFA3),
Alice Omang, Secretary, George Harris of the Governor's
Office of Budget and Program Planning (OBPP) Carroll South,
Director of the Department of Institutions, and various
other representatives of the department.

GENERAL INFORMATION - Tape 2-1:A:020

Vacancy Savings Chairman Miller noted that there was some
concern about vacancy savings and he distributed to the
committee a study on vacancy savings. See exhibit 1.

Representative Gene Donaldson explained to the committee
that for the past few years, vacancy savings have been used
in some rather strange ways as a way to reduce the budget.
He indicated that some states have used a pool for vacancy
savings and draw out from that pool. He outlined some of
the problems that have arisen due to vacancy savings and
requested that this committee take two or three days to
review this study and make some recommendations for the
legislature.

(60)

Representative Miller acknowledged that they would accept
this, but they do have supplementals coming up and they hope
to do the supplementals on Monday of next week and they will
try to use Tuesday, Wednesday and Thursday to look at the
vacancy savings. He distributed a tentative schedule
(exhibit 2) to the committee, but indicated that there will
be a new one soon.

(130)

Keith Wolcott explained the levels in the budget and the
inflation factors.
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(225)

Chairman Miller commented that when they vote as to how they
will fund the agencies, they will always use the LFA budget,
even if they go with the Governor's budget, as this will
facilitate the writing of the appropriation's bill using the
LFA's system.

DEPARTMENT OF INSTITUTIONS:

Director's Office: (270)

Carroll South, Director of the Department of Institutions
introduced Jim Currie, Administrator of the Management
Services Division, who, in turn, introduced Bobbie Dixon,
Administrative Bureau Chief; Gail Briese, who is responsible
for the Management Services Budget; and Scott Simm, who is
responsible for the Director's office budget.

Mr. Carroll South explained that he supervises the whole
department, which includes ten institutions and several
divisions and he detailed some of his duties. He contended
that since 1981, relative to full-time employees in the
central office, there is a net reduction of 35 employees
from the initial 191, which is an 18.6% reduction.

In answer to a question from Senator Haffey, Mr. South .
responded that when the governor cut the budgets by 2% in
fiscal 1987, he spared the institutions as he was probably
convinced that they could not cut any more unless they
wanted to reduce the population. He emphasized that the
state has legal and moral responsibility.

There was an exchange between Representative Menahan and Mr.
-South concerning central office employees and personnel at
the institutions, with Mr. South justifying the employees he
has in the central office.

Tape 2~1-B:075

George Harris, Budget Analyst for the Office of Budget and
Program Planning, explained to the committee the executive
budget (exhibit 3), pages S-191 to S-193. He advised that
the chart shows 169.5 full-time equivalent employees (FTE)
in FY 87 and this drops down to 150.5 on page S-192 and he
pointed out that a lot of those positions are transferred to
the proposed Family Services Department, so they have not
eliminated all of those positions.



Institutions and Cultural Education Subcommittee
January 8, 1987
Page Three

(240)

Keith Wolcott, Senior Analyst for the Office of Legislative
Fiscal Analyst (LFA), distributed to the committee exhibit
4, which is a comparison report and noted that there was a
difference of $196.00 in FY 88 and $213.00 in FY 89 in
personal services and this was caused by a minor difference
in how they calculated vacancy savings. He noted that in
operating expenses, that the executive budget includes $596
less building rent in FY 88 and $563 less rent in FY 89 than
the LFA has in the current level and the LFA also has a
figure of $264 for photocopy equipment that the executive
budget does not include.

Management Services Division (295)

George Harris gave an overview of the executive budget - see
exhibit 5, page S-193 - Management Services Division.

(385)

Jim Currie, Administrator of the Management Services Divi-
sion of the Department of Institutions, indicated that there
is one adjustment that should be made in the debt services
for the computers, as they anticipated that the lease would
be paid off in FY 89 and, in fact, it will be paid off in FY
88. He explained that the amount that should be budgeted in
FY 88 for the computers is $46,816 or $15,600 less than what
is there; and in FY 89, it should be zero, so there is a net
reduction of just over $31,000.

He informed the committee that the division also has funds
plugged into it for grounds maintenance for the Department
of Fish, Wildlife and Parks, which is in the executive
budget, and which is $4,870 and this is not in the LFA
budget.

(400)

Mr. Harrison responded that the 1989 figure 1is $4,425 and
1988 is $4,870. He explained that the Fish, Wildlife and
Parks Department scrapes off the snow, mows the lawn, rakes
the leaves, plants trees and flowers and takes care of the
grounds in the capitol complex.
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(425)

Mr. Wolcott distributed exhibit 6, which is the comparison
report showing the differences between the LFA and the
executive budget.

Jim Gillett, Deputy Legislative Auditor, Finan-
cial/Compliance and Contract Audits, offered exhibit 7,
entitled "Agency Audit" to the committee. He informed the
committee that they believe that it may no longer be neces-
sary or cost-justified to do a free-standing audit of every
individual institution at this point. By doing the audits
as recommended, he stated, there is a reduction in real
dollars and this would provide a better audit program at
less cost.

Tape 2-2:A (000)

There was considerable discussion on how the audits were
done and what they entailed.

(120)

Mr. Wolcott noted that they still have a difference in the
operating expenses of about $6,000 a year and that results
in issues 2, 3 and 4 (See exhibit 6).

There was considerable discussion on these issues.

ADJOURNMENT : (255) There being no further business, the
meeting was adjourned at 9:48 a.m.

g U

REPRESENTATIVE MILLER, Chairman

(2/@(,/' {7 /[ ’im Lemzntd

Alice Omang, Secretary
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September 4, 1986

TO: Legislative Finance Committee

FROM: Keith Wolcott, Senior Fiscal Analyst -
Jim Haubein, Principal Fiscal Analyst c?lo-i»‘»w

SUBJECT: Vacancy Savings Study

The 1985 legislature, through Houée Joint Resolution 43, requested
the Legislative Finance Committee to study v'acan‘cy savings. House Joint
Resolution 43 requires th’é committee to: |

1. Study the use of vacancy savings in setting funding levels for

government agencies.

2. Identify the advantages and disadvantages of using vacancy

savings in the budgeting process. | |

3. Report its findings and recommendations to the 50th Legislature.

VACANCY SAVINGS DEFINITIONS

Vacancy savings' is the difference in dollars between the full cost and
the actual cost of all authorized positions for a budget period. Vacancy
savings is utilized in budgeting to more accurately reflect the amount
needed to support or fund staff. The aggregate amount of vacancy sav-

ings consists of the following factors:
1. Position Savings - The money saved as a result of having a
position open at any time 'during the fiscal year. These savings

occur in two ways:



Position vacancy during the normal time it takes to recruit
a new employee. Also referred to as "natural" vacahcy
_égﬁngs. h

Position vécancy dﬁring' fhe period the position is held open
By rﬁaha’lgeménf to save funds to remain within the .budget.
Also referred to as ‘"foz;éed"'v vacé_ncjf savihgs. -

"Forced" vacancy savings is the intentional creation of

vacancy savings for the express purpose of saving financial

resources, Vacancy savings inay be "forced" in a numbér of
ways for a variety of reason}sf The folldWing illustrates
some of the methods used to ""fo-rce"‘ or create 'vacancy
tsavin;g's:
i Hold bvacant positions open until the required do_llérs
are saved.
ii.‘ Down'grécié a position(s) to-a lower 'gradé.
iii. Volimtary leave without pay to create the necessary
savings.
It is imprsible to determine to what degree vacancy
savings is "forced" within agency budgets because there is
no method of recording forced vacancy savings separately

from natural vacancy savings in state records.

Turnover Savings - Results from filling a vacated position with a

person whose pay is less than the salary of the employee who

terininated .

Negaﬁve Turnover Savings - Results from filling a position with

a person whose pay is higher than the salary of the person who

terminated. This may occur as a result of promotions, hard

recruiting situations, applicant experience, or union bid
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~contracts. A hafd recruiting situation results when there are

few Tor no qualified apblicants for the job classification to -be

- filled. This may aiso occir when the pay level for a particular

job classification in stafe :‘g“'oirérr'imen't" falls below a 'comparable

position outside of state governméﬁt.

" Termination Pay - Separation pay for those employees terrﬁinat—

ing. This separation pay is for:

a. Unused annual leave'paYable at 100 percent of the hourly
wage at the time of termination. =

b. Unused sick leave at 257 percent of the total accxfued pay-

" able at the hourly wage at the time of termiri'ation;

‘Position Upg’radés/Downgrades - Al ﬁpgrades, either agency

- . requested or classification upgrades approved by the pérsonnel

division through the appeal process, during an interim must be
absorbed by the agency. Upgrades increase the cost of au-
thorized positibns. Downgrades increase the amount of vacancy

savings.

HISTORICAL BACKGROUND

Vacancy savings has been applied to agency budgets using various

methods since it was first used statewide in the 1981 biennium. When first

applied statewide, vacancy savings was primarily based on historical expe-

rience program by program. However in the last three bienniums a more

global method has been used by the legislature to apply vacancy savings.

The 1979 legislature applied vacancy savings program by program for

the 1981 biennium with individual rates varying from 0 to 10 percent. The

vacancy savings factors were applied to the agency budgets in the sub-

committees and were ultimately part of the individual appropriations. The
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general exception to the application of vacancy savings was the university
system. The faculty ‘of the university systems did not have a vacancy
7sav1ngs factor a-pplled although non faculty staff d1d

The 1981 legislature apphed vacancy savings for the 1983 biennium by

reducing budgets in the general appropriation bill approx1mately 1 percent.
In addition, the appropriation to the Governor's Office for the pay plan
was 96.5 percent of the amount required to fully fund the pay plan. The
following excerpt from the Office of the Legislative Fiscal Analyst's "Ap-
propriations Report" describes what occurred.

Agency budgets in House Bill 500, the general appropria-
tions act of 1981, contained funds for the base level personal
services . before pay -raises.. .Only about 1 percent vacancy
savings "had been taken out of the personal services
appropriations in House Bill 500. The Ilegislature took a 3
percent vacancy savings as a normal average for the state and
another } percent- which could be accommodated by Governor
Schwinden's 2 percent cutback of state employees. Therefore,
part of the pay plan cost was already funded in House Bill 500.

The executive concurred that they could fund the state pay
plan as presented in House Eill 840 for non-legislative agencies
and would not present any supplemental appropriation request to
the legislature based on pay plan factors. An additional $1.6
million was appropriated to the Office of Budget and Program
Planning for teaching faculty at the six universities and college
units. This is a contingency appropriation to be disbursed to the
university units only if and to the extent 33 percent vacancy
savings is not realized.

With 1 percent vacancy savings applied to personal service budgets
and the 3.5 percent reduction to the pay plan, the net vacancy savings
factor applied to the 1983 biennium appropfiations is 4.4 percent for fiscal
1982 and 4.3 percent for fiscal 1983 for all agencies except. the university
system who had just the 3.5 percent applied in the pay plan. HHowever,
$1.6 million was appropriated in the pay plan as a contingency for the
university faculty. The vocational-technical centers and community
colleges were funded entirely, including pay raises, within the general

appropriations act with no vacancy savings applied. Table 1 illustrates an
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example of the vacancy savings applied to a regular state c¢mployee using a

single position ‘at grade 12,

Table 1

Calculation of Vacancy Savings Rate for the 1983 Biennium

Year o Grade/Step Salary

1981 Pay Matrix 12/6 " $16,240
1982 Pay Matrix 12/7 _ 18,140
1983 Pay Matrix - 12/8 20,244

————————————— .- - - - Fiscal 1982 - - - - - - -

1982 Pay Matrix =~ $18,140

1981 Pay Matrix 16,240

Pay Matrix Increase $‘1,900 - (18,140 X .035) = $ 1,265

1981 Pay Matrix $16,240 X .99 = 16,078
Total Salary Funded for Fiscal 1982 - $17,343

----------- - - --- - Fiscal 1983 - - - - - - -

1983 Pay Matrix $20,244

1982 Pay Matrix : 16,240

Pay Matrix Increase $ 4,004 - (20,244 X .035) = § 3,296

1981 Pay Matrix $ 16,078
Total Salary Funded Fiscal 1983 $19.374

Comparison of Salary Funded to Pay Plan

Fiscal Salary Pay Percent
Year Funded Matrix Funded
1982 $17,343 $18,140 95.61
1983 19,374 20,244 95.70

Percent

Change

_Pay DPlan Bill
Approp. Bill

Pay Plan Bill
Approp. Bill

Vacancy
Savings
Rate
4.4
4.3

This method of applying vacancy savings on a statewide basis is the

first time the legislature used a global method of applying vacancy sav-

ings. It is -global in the sense that through the pay plan all agencies,



regardless of size or actual experience, who were uncer the statewide pay
plan had the same vacancy savings rate applied.

The 1983 tegislature authorized current level personal services at 100

percent of the approved FTE levels in the General Appropriations Act for
the 1985 biennium. The pay increases were authofized at an average of 4
peréent each year of the biennium but only $9.7 million of pay plan fund-
ing was appropriated for the bien»r_xium_.; The_ balance needed for thé pay
plan hradA to be achie‘ved- through vacancy savings generated by the
agencies. |

The following excerpt ,from the Office of the Legislative Fiscal Ana-
lyst's "Appropriations Report" Aexplains the process used for the 1985

biennium.

Contained within individual agency budgets is the majority
of funds appropriated for personal services costs during the
1985 biennium. House Bill 902 appropriates an additional $9.7
million of general fund to implement the pay schedules contained
in that bill. The Governor's Office has authority to allocate
funds in that appropriation with the provision that no vacancy
savings be required in instructional contract faculty within the
Montana University ‘System.

The appropriations for personal services costs in House Bill
447, the general appropriations bill,. and House Bill 902 are not
sufficient to fully fund all authorized FTE's during the 1985
biennium. Recognizing this problem the legislature incorporated
two types of flexibility in the appropriation bills.

1. House Bill 447 allows agencies to make program transfers up
to 5 percent of the total agency budget unless specifically
prohibited by other language or statutes.

2. House Bill 902 authorizes the transfer of unexpended agen-
cy appropriation balances in the first year of the biennium
to the second year to offset the cost of the pay plan in-
creases.,

In the April 28, 1983 memo, the budget director outlined
his plans for allocating the $9.7 million appropriated to his office
for the purposes of implementing the statewide pay plan. Be-

- cause approximately $3.5 million will be required to fully fund
contracted faculty at the university system units, $6.2 million is
available to be distributed among other state agencies and uni-
versity staff other than faculty. The budget director anticipates
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the need for $600,000 to assist small agencies where vacancy
" savings and other cost cutting measures do not offset the cost of
pay plan Tncreases. The remaining $5.6 million in the appro-
priation has tentatively been allocated by the Governor's budget
director to agenmes based on the budget cuts each experienced
with the reduction in inflation factors for utilities and. for overall
operational expenses of general fund agencies. To reduce pay
plan costs, the budget. director encouraged agencies to hold -
vacant positions open at least four weeks beyond any sick leave
or vacation pay out. :

The 1985 legislature 'applied at least a 4 percent vacancy savings
factor to most state agéncies with more than 20 full—tifne equivalent
employees (FTE) in House Bill 500, the 1987 biennium general appro-
priations bill. The notable exceptions for the 1987 biennium were instruc-~
tional contract faculty of fhe imiversity system and security. guard posi-
tions at the prison which had no vacancy savings applied. Not applying
vacancy savings to the prison security guards is a departure from past
practice. This departure reéults primarily because even though turnover
occurs in prison guards, no vacancy savings is realized. Prison posting of
the on-duty guards re‘quires that all posts are covered. If a vacancy
occurs, a substitute must oécupy that post out of the existing workforce
which usually involves the payment of overtime. Therefore, the vacancy

has to be filled as soon as possible to avoid paying overtime.

SURVEY
To help determine how vacancy savings is used in government and
the advantages and disadvantages of its use, two separate surveys were
conducted. One survey was sent to the other 49 states to determine how
other states deal with vacancy savings. The other survey was sent to 32

agencies within Montana,



OUT-OF-STATE SURVEY

Cf the 49 states surveyed, 34 responded. The out-of-state survey
askéd éach s-tate:‘ ‘ |

1) Do you apply vacancy’_savileg's;”'}

2) if not, describe how &6u :buaéét i)ei'sdnal services;

3) if so, describe the method used to apply vacancy savings; and

4)  list the advantage§ and diSédVahtagéé of Ybixr state's method.
The responses to these questions are diSéﬁssed below.

1. DOES YOUR STATE ACCOUNT FOR VACANCY SAVINGS IN THE
BUDGETING/APPROPRIATION PROCESS?

Do Not Apply > Apply Inconclusive
Arkansas Alaska Idaho
Indiana ~ Arizona Kentucky
Michigan - Florida Nebraska
Missouri Hawaii New York
North Carolina Kansas . Tennessee
North Dakota ' Louisiana

Ohio - Maryland

Oregon A Minnesota

South Dakota Mississippi

West Virginia ' Nevada

Wyoming New Hampshire

lew Jersey
New Mexico
Oklahoma
Rhode Island
South Carolina
Texas
Vermont

Eighteen or 53 percent of the respondents do apply vacancy savings
in the budgeting/appropriation process while 11 or 32 percent do not.
The remaining 5 respondents had inconclusive responses.

2. IF YOUR STATE LOES NOT ACCOUNT FOR VACANCY SAVINGS IN
THE BUDGETING/APPRCPRIATION PROCESS, PLEASE DESCRIBE YOUR
STATE'S PROCESS OF BUDGETING FOR PERSONAL SERVICES.

The 11 states that do not account for vacancy savings in their bud-
geting/appropriations process basically begin their personal services bud-
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reting with a budget base-year using all authorized positions to which a

legislatively defermined increase factor is applied to cover pay increases.

Position additions or deletions to the authorized levels are considered

separately.

(a)

(b)

(c)

Nine of these states then line itekn personal services in the
appropriatiori act with unexpended ‘balances autom‘atié'ally revert-
ing or lapsing at thé énd of the ap'propriat‘ionf'périod.

Indiana, in addition to the above, maintains a contingency fund

for valid problemsnexperienc'ed by the agenci.és.-

Michigan appropriates personal services as part of the total

agency appropriations; thérefc')rev, the actual vacancy saving
realized either becomes part of the reversion or is. used for

other expenditiii'es .

3. PLEASE DESCRIBE THE PROCESS USED TO APPLY THE AFFECT OF
VACANCY SAVINGS IN YOUR BUDGETING/APPPOPRIATION PROCESS.

The responses to-item 3 may be grouped into the four basic cat-

egories:

1)

3)

4)

Vacancy savings is applied based on. historical experience with
adjustments for unusual circumstances;

vacancy savings is applied in increments based on the size of
the agency workforce adjusted for actual experience;

full funding is appropriated for personal services with periodic
reversions of the actual vacancy savings experienced to a central
pool; and

the respondent's methodology was either unclear or the descrip-

tion did not specifically address a policy or process.

Each one of the categorics, 1 through 3, includes a list of advantages and

disadvantages.



Category 1: Historical Experience

There are 12 respondent states; Arizona, Florida, Hawaii, Kansas,
V Louisiaha, Map-y}and, Minnesota, Mississippi, New Jersey, Rhode Island,
Texas, and Vermont, who apply vacancy savings 'u'sinlg a historical analysis
with subjéétive application of adjustments for unusual circumstances. In
four of these states the Governor's  budget office or the agencies are
required to submit budget requests with vacancy savings factors applied.
Theli legislature then will make any adjustments they determine appropriate.
The remaining eight states in this category apply vacancy savings rates to
the agency budgets during the appropriation process using historical
experience. Adjustments to the experienced faptor’s are made - up or down
for unusual circumstances such as classification upgrades, ‘hard to recruit
positions, -high turnover in low salaried positions, or previous vacancy
savings reductions which have caused abnormaliy high vacancies to be
maintained. | |

'The advantages listed by these respondehts are:

1. The‘ dollars saved can be used to fund other priority programs
which might otherwise be unfunded.

2. Salaries are kept more in ‘line with legislative intent.

3. The flexibih’ty' allows the legislature and the state's adminis-
trators to apply both objéctive and subjective criteria on estab-
lishing and adjusting vacancy savings factors.

4. Personal services appropriations are reduced to a level that

" reflects actual costs.

5. Diversion of savings in salaries to other objects of expenditure
.are limited.

The disadvantages listed by the respondents are:

1. Np disadvantages.
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2, With termination pay as an unfunded liability, when budget
entities expericnce a large number of ;‘.erminations or large single
payouts, the entities must then force more vacancy Vsavings to
cover the cost. o

3. An overestimation of vacancy. savings may cause- undue hardship
on the agencies' appropriation. |

4, Vacancy savings .is subject to rb.anipulation by the agencies, the
budget analysts, and the committees to reach desired results.

5. An agency's ability to acc'omblish its goals may be impaired if
their budget is_reduced too much for vaéanéy sﬁavings.

6. Relies heavily on his'(.é-ricalﬂdata which must be reliably accurate
or requires more subjective adjustments. | |

7. The historical vacancy séﬁngs rate mayﬁ not continue thereby
either overappropriating or underappropriating for the personal
service needs of the agencies. |

_Category 2: Incfemental Vacancy Savings

Three of the responding states apply vacancy savings incrementally
based on the size of the workforce, (FTE), and the agencies' actual
vacancy savings experience. These three states are Alaska, New Mexico,
and Oklahoma,

In Alaska, the Governor submits the budget based on standard rates:

E_’I_‘_F__. » Percent
Less than 10 0
11-20 1
21-30 2
31-50 3
4

51 and over

The Alaska legislature, in its review of the budgets, may adjust these
rates up or down based on their review and judgement. New Mexico applies
a similar method; however, using the following criteria: historic rates,

-11-



subjective analysis, and the application of vacancy savings for any year
should not exceed 50 percent of the historic trend for agencies with 10 to
50 employees or 75 percent for larger agencies. -~

For eXam;l:, if an agency employing 40 people experienced a 4
percent vacancy savings in the base budget year, and the historic trend
was also 4 percent, the maximum vacahcy savings that could be applied
would be 2 percent.  For an agency with more than’ 50 em-ployees~ and the:
same rate experience, the maximum vacancy savings that could be applied

is 3 percent.

. W"hiﬂler .Aiask:;:ﬁséé fivé:'F;I::E»'»"ﬁlne;elé ;;);'“Cat‘eg'oﬁié’ 'Vﬁcané’&”éﬁ%rfﬁgé ratés
and -New Mexico' tx'ééé-iwo; Oklahoma only applies vacancy savings to large
agency budgets such as their Department of Corrcctions with nearly 3,500
authorized positions,

The advantages listed by these states ‘are';

1. Vacancy savings rates take into account the difficulty of small
agencies to force savings when they do not have turnover and
need all of their employees.

2. Basing vacancy savings on historical trends, dces not limit the
flexibility to consider unique circumstances in setting the rates.

3. It is easy to explain, compute, and get the agencies to accept.

The disadvantages listed are:

1. Standardized rates based on the number of employees does not
necessarily reflect historical reality.

2. There is no guarantee that the historical trends are an accurate
predictor of future experience.

3. Oklahoma felt their method was too limited in its applicatioh of
applying vacancy savings only to large agencies and not apply-
ing vacancy savings to small agencies who also experience vacan-
cy‘savings.
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Category 3: Periodic Reversion or Distribution Using a Pool

Under this~method authorized bositions are fully funded with some
variation on a central pool to _eit.he,xv_(_allocéte personal services funding
based on actual expefience or collect vacancy savings ,as‘ it occurs. Three
of the responding states, Ngvada', _New Hampshir_e,L'a_nq South Carolina use
some form of pooling to deal with vacancy savings.

Nevada appropriates 100 pe;fc'egpt‘of all position costs to each state
agency before authorized salary inc’peases. State general fund dollars are
appropriated 'at a percentage of the total .required for approved salary
incrcases to a central pool to be distributed on an as needed basis. For
the 1987 biennium, salary increases were appropriated. at 80 percent of the
need‘ resulting in an overall vacancy savings rate of 2.2 percent.

South Carolina allocates employee compensation on a quarterly basis

and only for actual réquirem‘erits in’addifion»fo what other vacancy savings
rates that may be applied.

New Hampshire uses a somewhat different approach. Personal services

are divided into three categories; permanent employees, temporary
emplovees, and additional federally funde>d positions. Permanent personnel
are appropriated by FTE and salary for each ageﬁcy at 100 percent. Any
excesses or shortages in personal service .appropriations are adjusted
through a salary adjustment fund. Transfers, other than those from the
salary adjustment fund, can be made into, (but not out-of), permanent
personnel. Temporary personnel are line-itemed in the operating budgets.
These positions are restricted only by the dollar amount appropriated or
available within the agency budget for transfer to fund temporary
personnel positions for periods not exceeding one year. Additional
federally funded positions from new or expanded grants are authorized by
the Legislative Fiscal Committee for periods not exceeding the grant
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period.

The following are excerpts from New IHampshire statutes providing

for quarterly reversions of the vacancy savings generated and making the

funds available £er transfer to agencies where it is deemed necessary.

99:4 SALARY ADJUSTMENT FUND Whereas the appropriations for personal services in

state departments and institutions include an annual. increment for each position,
and whereas upon occasion dde to vacancies and personnel turnover, salaries,
increment Increases and longevity as provided by the appropriations are not
needed for said positions, each -quarter the_ department of administration -and
" control shall transfer said amount from the departmental or institutional appro-
priation to a special account to be known as.the salary adjustment fund.. This
fund shall lapse at the end of each fiscal year and revert to the appropriate
fund. Under no circumstances will this. fund be used for temporary positions or
new positions. Upon the certification of the director of personnel, subject to
the approval of governor and council, the salary adjustment fund shall be avail-
able for transfer to departmeqts and institutions in amounts that are deemed
necessary to comply with RSA 98,

9:17-c EMPLOYEE BENEFIT ADJUSTMENT ACCOUNT Whereas the appropriations for employ-

ee benefits in state departments and institutions may upon occasion not be total-
ly needed for each position due to vacancies and personnel turnover, .the depart-
ment of administration services shall transfer said amount quarterly from the
departmental or institutional appropriations to a special account to:be known as
the employee benefit adjustment account. This fund shall lapse at the end of each
fiscal year and revert to the appropriate fund, Upon the certification of the
commissioner of administrative services, subject to the approval of governor and
council, the employee benefit account shall be available for transfer to depart-
ments and institutions In amounts that are deemed necessary to pay the state's
required prcportionate share of any legally authorized employee benefit, Notwith-
standing the provisions of RSA 9:16 and 9:17 , no transfer shall be made from any
appropriation for employee Lenefits to any other appropriation for any other use
or purpose except as provided in this section,

These states list the advantages of pooling vacancy savings as:

1'

0

-

It is unnecessary to compute a savings figure for each budget.
Distribution to agencies from the pcol is done near the end of

the fiscal year when actual data is known.

1

RSA 98 is New Hampshire's statue covering personnel compensation,

(pay matrices). . .

2

RSA 9:16 and 9:17 are statutes outlining New Hampshire's limits on
transfers and appropriations.
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’i‘he cost of legislatively approved pay raises is controlled to the
level 'Uf actual cost only.

The salary dollar pool is controlled centrally, not in the
agencies, |

Therle have been substantial reversions to the general fund from

the pooled appropriations.

When applied without exemptions, it is "nondiscriminatory" in

that all agencies share the burden or responsibility for savings

_equally.

Quarterly reviews and adjustments to the salary adjustment fund

facilitate flexibility and cash flow.

Procedures for new federally funded personnel allow the state to

take advantage of neW federal grants while maintaining control of
personnel positions.

Provisions in the biennial budgets (sece below) provide for the
elimination of vvacantv permanent personnel positions which is an
additional means of controlling expenditures.

406:12 Personal Services Limitation (Chapter 406:i2 (115)

I. Other provisions of law notwithstanding, the total number
of permanent classified positions for any department or agency for
the biennium ending June 30, 1987, shall be limited to the number of
full-time and permanent classified positions authorized as of June
30, 1985, reduced according to paragraph II, plus such new positions
as are authorized by the general court,

II. The total number of positions authorized shall be reduced
by the number of positions.which have been vacant for the entire
period of the 60 days immediately preceding:

(a) June 30, 1985, for all agencies and departments except as

provided in subparagraph (b); or

(b) May 31, 1985, for instructional personnel at the technical
institute and the vocatiocnal-technical colleges,

. TI1. For the purposes of this section, the term '"vacant' shall
not include the position of any person on approved leave, paid or
unpaid.
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IV. The executive head of the department or agency shall
determine which positions shall be filled within the limitations of
the appropriations for the department or agency, and the personnel
classifications as authorized in this act, and the numerical timita-
tionsimposed by this section.

V. With resbect to agencies having an authorized complement
of 5 permanent classified positions or less, the authorized number
of positions shall not be reduced under this section. . The pro-
visions of this section shall not apply to the veterans' home, or to
the New Hampshire hospital.. o S e

The disadvantages as listed in these three states are:
1.  The potential danger of not appropriating sufficient funds to the
pool. |

It potentially penalizés those agencies that are "lean and mean,"

[
.

and their staffing requirements are minimally met.

Category 4: No Specific Policy

There are five i'e'spondent states who either do not have a specific
statewide policy or whose response was unclear or not specifically de-

scribed. They are, thefefore, unuseable for the purposes of this report.

IN-STATE SURVEY

The second survey conducted was of 32 agencies within lMontana's
system. This survey was used primarily to corroborate the historical
background presented earlier in this report and to seek ideas and com-
ments on the current use of vacancy savings and alternative methods if
the system were to change. Of the 32 surveys seﬁt out, all but two were
returned.

In order to obtain a cross section of agehcy opinion on the usec of
budgeting vacancy savings the following questions were made a par"c of the

survey:
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1. WHAT DO YQOU PERCEIVE AS THE OVERALI EFFECT OF VACANCY
SAVINGS AS APPLIED TO YOUR BUDGET? DOQES IT HAVE ADVANTAGES?
DOES IT HAVE DISADVANTAGES?

Of the 30 respondents, only four cited any advantages while one, who

had no vacancy savings applied, cited no vacancy savings applied provided

flexibility. The advantages listed are:

(a)

(b)

(c)

Vacancy savings provides a budget balanciné; mechanism during
legislative sessions. (It was not clear from this response if this
is only for the legislature or if the agencies can‘alsoiuse this.)
Properly applied vacancy saﬁngs allows -e}cpect_ed_ services to be
delivered without -excess appropriat—ifms being méde.rv

Vacancy savings can serve as a source to fund thg pay plan.

While there was limited response on advantages there was an abun-

dance of responses citing the disadvantages of applying vacancy savings to

the budgets. The following are consolidated disadvantages as cited by the

agencies:

(a)

(b)

(¢)

(d)

(e)

The application of vacancy savings reduces flexibility and makes
it difficult to accomplish agency goals.

Positions ' left vacant to meet budgeted vacancy savings are
subject to elimination.

When vacauncy savings cannot be produced from personal service
budgets then operating or equipment budgets must be used
which has the affect of reducing overall budgets.

Applied to federally funded programs, wvacancy savings reduces
federal financial participation and/or may reduce federally funded
jobs in Montana.

Forcing vacancy savings does not allow overlap in filling po-

sitions so the incumbent can train their replacement.
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(f)

(g)

In small agencies, the application of wvacancy savings in excess
of actual experience persistently erodes the base budget.

In p.mgrams deiiverirtg serviees direcbtly to the public or where
workloads are alreadv backlogged forced vacandy savings hurts

services and the 1mage of state government

The above responses were not entlrely unexpected S0 a compamon

question was 1ncluded in the survey 1mmed1ate1y after the above questlon

2. HOW WOULD YOUR AGENCY LIKE TQ HAVE VACANCY SAVINGS
HANDLED BY THE LEGISLATURE? ‘ ’

The responses to this question can be consolidated into the nine

categories listed below.

(a)
(b)

(c)

(d)

(e)

()

Do not apply racancy savings to the budgets. -

Apply vacancy savings based on actual experience. Suggestions
for an approbriate‘ historical base ranged from using the previ-
ous three years experience to the previous five years ‘of actual
experience,

Appropriate personal services at 100 percent and line item per-
sonal services in the appropriations act. With no allowable
transfers into or out-of personal sex'vices, any balances remain-
ing at fiscal year-end would retrert to the appropriate funds.
There were suggestions to also line-item the FTE levels in‘the
appropriations act.

If the legislature is required to mnke cuts do not use vacancy
savings, instead identify spemflc program cuts to be made.

Do not apply vacancy savings to non-gencral fund programs
and/or small programs.

Apply vacancy savings rates based on the size of the personal

services budget. Example provided:
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Personal Services Budget Vacancy Savings Rate

Tess than $500,000 0.5%
$ 500,000 - $1,000,000 1.0%
$1,000,000 - $2,000,000 2.0%
$2,000,000 - $3,000,000 . 3.0%
$3,000,000 and up 4 0% and up

(g) Appropriate a statew1de vacancy savmgs amount to a central pool
managed by The Office of Budget and Program Planning.
Agencies could then apply to the pool through some justification
process for aid if they cannot meet the vacancy savings applied
to their budget.

(h). Appropriate 100 percent of the personal services budget required
to fund all authorized positions. Then establish a central pool
to which unused personal service appropriations are refunded
each pay period. - The pool could then be used in the manner
set out in option (g) above for agencies who encounter problems
in their personal services budg‘et The pool balance would
revert at. year- -end.

(i) When positions are left vacant to force vacancy oavmgs, do not
subsequently delete those positions.,

SUMMARY OF SURVEYS

Many of the agency responses parallel those from other states. The
data from these surveys will be used in the analysis section later in this
report.

The out-of-state survey shows that the states who do not apply
vacancy savings in the budgeting/appropﬁations procesé, line item person-
al services within the appropriation and the appropriation balance due to
vacancy savings, revert. Therefore, each of these states must appropri-
ate more for personal services and limit overall budget flexibility in the
agencies by using a line item pe.rsonal services appropriation.

The statés that do apply vécancy savings in the budget-
ing/appropriations process basical_ly use one of two methods; 1) after
calculating vacancy savings using either a historical basis or an incre-
mental basis, the personal services appropriation has been decreased for

vacancy savings; or 2) personal services funds are distributed to agencies
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from a central pool based on actual need or vacancy savings is reverted to
a central pool as it is incurred.
The comman advaniag{e's‘li"sted for applying vacancy savings were:
1. ~The.dollars saved by applyjn.g ‘vacancy §avings can be used to
fﬁnd other p_x'iozfity px"ogl-'éms‘or re-dtmé. _the‘ overall revcnue
;‘équireq to fund government. - | - |

2. Tl{e ‘apélication of ~ vacancy savings reduceé personal services

ép};}opriétions to a l.t.a\‘mI that reflects actual costs.

3. The application of vacancy "savir'lg‘s limits the diversion of sav-

ings in salaries to other objects of expenditure.

The common disadvantageé of applying vacancy savings were:

1. 'An__,overestimation of vacancy savings may cause undue“ hardship

on an agency's appropriation.

2. Vacancy savings is subject to manipulation by the a;gencies, the

budget analysts, énd the committees to reach desired results.

3. Vacancy savings may impair an agency's ability or flexibility to

laccoml.alish ite goal-s if their bbudget is reduced too much.

The results of the in-state survey generally echoes the fesponses of
the out of state survey. It seems clear, hcwever, from the in-state
survey that the agenciesrwould prefef that:

1. Vacancy savings not be applied to their budgets in the appfo-—

priations process, or

2. if the application-of vacancy savings in the appropriaticns is not

eliminated, then a different methed should be used to applv vacancy

savings.

ANALYSIS

The earlier sections of this report have: 1) defined vacancy savings,

2) reviewed historically how Montana has applied vacancy savings, 3)
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"?i‘l.iii:s_rated methods used by other statee ~concerning the application of

vacancy savmgs, and 4) summarized responses by state agencies to a

SN

questionnaire concerning the application, effect and method of applymg

vacancy savings. This analy51s will prov1de some perspectlve to the

meaning of vacancy savmgs m the state budget and define some of the

——— Tl rdada
Xy (R EN -3~}

problems encounterea when calculatmg, pr01ect1ng, and applying vacancy

savmgs. T T

TOTY AL o

BUDGET IMPACT OF VACANCY SAVINGS

The 1987 biennium application of vacancy savings reduced overall
appropriation levels by épproxiﬁ]ately"$21.7 million for'the biennium, $11
million of g'eneral fund and $10.7 million- of other funds. Article VIII,
.section 9 of the Montana Constitution requires that éppropriation by the
Legislature shall not excee;i anticipated revenue. Therefore, had the
legislature nct applied vacancy savings, $11.Q million of ‘\additien.a_! general
fund revenues or brogram reductions wculd have been needed to balance
vthe budget.
| Table 2 shows tile dOltl{iIf_‘ emc_unts cf vacancy savings calculated using
percentages ranging from 2 to 5 percent as well as the appropriated level
of vacancy savings for ﬂthe _1987 bienn_ium. A comparison between the
vacency savings calculated at 4 percent of the total personal services and
the appropriated fiscal 1987 vacancy savings, shows ‘the approp'riated is
$9 million lower than the 4 percent that was recommended in the executive
budget for the 1987 biennium. This difference results from not applying
vacancy savings to university contract faculty, Vo-Tech centers, prison
security guards, and agencies with fewer than 20 FTE. Had the
legislature apphed a 4 percent vacancy savings factor to the un1ver31ty
faculty, an additional $6.6 million of general fund would have been saved

in the 1987 biennium.
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Table 2
Comparison of Vacancy Savings Rates

“Fiscal 1986 ~ " “Fiscal 1987 ~~ ° ' Total

Total Personal Servides -~=-$§376.104°188 ~ $390 3713 302" "Lk‘)‘és,sss,wo

-------- ity —_;;- VacanCy Savmgs

A toudd o .
2.0 Percent R #:7 % 884“\,,,5,. 7,807,436 .. .. 15,331,310
2.8 Percent (Appropmated) “10 ,692,360_ -;.,I‘Q 991,179.... . ,- 21,683,534
3.0 Percent s el 11,285,826. . w'lf,-,71-1.1139 -':, 22,996,965
4.0 Percent -~ 15,047,767 . . = . 15,614,852 .. 30,662,619
5.0 P .

ercent ' TUT 718,809,709 19 513 565 38,.;..8 274

CALCULATION OF VACANCY SAVINGS .~ . ... ... s oo

u . = R SO St

] Alth;ough, Mon’ggma's Statewide Budgeting . and Aceountmg :System,
(SBAS) and Payroll, Personnel,,and Posmon Control sttem, (PPP) pro- .
vide a trqrgendoggﬁ{gxpgpr{tv ~of detailed. information, neither system

currently provides a consistent, comprehenswe accountlnp‘ -of: vacancy

ea . - e - B LR i

Lavings. .
The attributes requlred to calcuxate' vacancy savmgrs bv prograrﬁ aré
1) the total amount requu'ed to pay for all Iegu,latlvely authomzed
FTE including duthorlzed pay increases, |
2) the total dollar amount of vacancy savings applied to thc-‘ total
personal services budget,
" 3) the actualAcost oi‘ péx;sonal services by object of expenditure,
4) the cost of grade changés in authorized positions, and
5)  the cost of unauthorized poéitibns filled.
The Statewide Budgeting and Accounting System, (SBAS) has the
capabilities to provide a consistent comprehensive and accurate accounting

of attributes 1, 2, and 3 above., However, current operational procedures

do not mandate that agencies use the c‘apahilities offered by SBAS
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particularly in allocatmg attributes 1 and 2 above by program For an

example of the problems of operatmnal plan control and budget allocatlons )

on SBAS see the attached" Operatlon‘al‘r—'laﬂ Control rep“o'i'"f presented to

e e e

the Leg'lslatwe l‘mance Commlttee irf ‘Jandary. 198‘6,.,_._._,;_—__,,

fina A d i e oy

The Payroll Perso‘i’mel an’d' Posmon_EQntml System,g (PPP) also has

the capabilities to- provfde““an‘j_accountmg of"""attributes B ”'2 4, and 5.

as with- SBAS, current operatlonal procedures do not mandate that agencies

. o B i

use the capabilities offered"by- the PPP system In addltlon there is no

e _,_._.,..._...u, _.”M_, -

ties to SBAS and 1s kept updatedm: :‘“

ACCURATE AND CONSI@TENT INFORMATION

Inconswtent recordmg of actual expendltures can- have considerable
impact in projecting future vacancy savmgs rates. One such 1ncons1stency
was discovered when rev1ew1ng the results of the 1n state survey. It was

discovered that not all state agenmes ‘are’ recordmg termmatmg vacation

pay the same way. The followmg example 1llustrates the inconsistent

recording of terminating pay4and points out an area in which the state's
accounting records are inconsistent.
Example: Two employees give two week notification to their employer
of their intent to terminate on the same day. Assume both employces
have 90 hours of accrued vacation leave credits and 150 days of sick
leave credits on that day.
Scenario 1: The employer agrees to allow one employee to take two
weeks (80 hours) of vacation and extend the effectivell,'d"ate of termination

another two weeks. Therefore, when the employee leaves, he is kept on
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the payroll for the two additional weeks as vacation and then paid the
balance of his vacation credits (ten hours) plus his additional vacation
accruec (4.‘6‘2 -hours)_ »f_or the two, weeks and. 25 perCent;of his sick leave‘
credlts in awlump sum. The agency, An turn codes._the extended two

weeks of the termmatmg_ _employee's. salany to ‘vacation pay; on. SBAS and ]

the lump sum- payments to: gergunagmaxg an ,_gmm@1g~vacat1on

<~in—-’ai
P N e I

Scenario 2: The other enployee. term;nates w1t'h h"Q(IL,hourq vacation

*.;_‘.'..;,e_ - o i T i S LT
o« oL I T s T

time, SBAS reflects con51derably dxfferent flgu*restfor terminatlng vacation

pay. The employee in Scenarlo - would reﬂect ternunating vacation for

only ten hours plus t‘me 4 62 hours accrued durmg his two week vacation

period while the employee in< Scenario'Z réf]ectétermiﬁatihQ vacation for 90

hours. The followmg tanle comparcs the dlffcrence based on grade 12,

step 6 employees. -:‘1{;,}".5.;‘_5:_.':.'-'-"\"'"
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Table 3
Comparison’ ‘of Termmatlng Vacation Pay For Scenar1o 1 and 2

e Sick, 5, .:‘__. 2 - opmansc  derm
) Hourly ~ Vacation ' Leave Vacation Term. Vac. Sick
Scenario .~ _Rate _ _ Hours . Hours __Pay ... Pay .. -£25% - Total
1. 2 Week Vacation  $9.346. .80 . =0- .. §742.68 ....§ .<0- _.§ -0-- 5 747.68
1. Lump Sum T 9.346 14.62 153.69 136. 64 359.10 495,74
Total 1 T Cou62  153.69  §747.68 s'iéé'ek $359.10 $1243.42
2. Lump Sum  $9.346  __ 90 150 § -0-_ 641.1u $350.48 $1191.62
Difference : 4,62 3.69  $747.68 (s7oa 50) s 8.62 $ 51.80

P 3 SRS LR

Although ‘the total dollar effect of Scenarlo 1 over Sccnarlo 2 is only
$51.80, there is a s1gmf1cant d1fference, $704 50 or 42 percent in the
amount reflected in the state s accountmg records for termmatmg vacation

pay. Since termlnatlon pay is not approprlated any termmauon pay

decreases the avallable appropr1at10n after wvacancy savmgs is applied.
The extent that 1nd1v1dual agcnc1es afe inconsistent could have
considerahle impact oh determining the amount of actual terminating
vacation pay and thus the vacancy savings calculations. Since the state
accounting records are in.consis'tent. the effect of termination pay on

vacancy savmgs cannot be accurately calculated

TERMINATION PAY -

.Table 4 shows the statewide actual amount paid for terminating sick
pay and vacation pay for fiscal years 1981 through 1985 as recorded in
SBAS. There was a considerable increase shown in SBAS between fiscal
1982 and 1983. Since fiscal 1983, termination pay recorded in SBAS has

averaged about $2.4 million a year.
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Table &
Statewide Terminating Sick Pay.and Vacation Pay-

1981 1982 1983 1984 1985
Term. Sick Leave $ 701,196 5 500,793 § 668,827  § 872,265  $1,000,17
Term. Vacation Pay. . - 1,085,012 =~n_L,075,995'~~ 1,663,163+ T15475,16673 52 1,467,127 = -
Total |, c$14786068 $1,576,788 CH$2301,970°7 SAMTAL S §,4761005

— - Loy L 30EIIANS s ol 52
Note: These figures do not include benefits

. P - o AN e BT P el
R~ SN DoAY LR T e A e O

In both flsca] 1984 and 1985 termlnatlon pay, an unbudgeted expendl—

- e RASSEE P

ture, accounted for approx1mately 0 7 percent of the total pcrsonal ser-

- 3 Lt - O T £ SIS S NRE AT - U SO S

vices budgets Therefore, when a vacancy savings rate of 4 percent is
applied the actual vacancy savmg' rate 1s 4 7 percent because oi not

i DEESTS:

budg‘etmg termmatlon pay

FOOLING = .

Some - states,: as: reﬂected in our survey, -have estabhbhed ‘a central
poo'l that an .agency'may' turn to for help when faced wit_h a large )
termination pay out. A good example of how a pool would have saved an
agency budget was when the new state auditor assumed office in Januaxv
1985. Six individuals terminated with a combined leave_accruél of $73,1514,
or 5.6 percent of their fiscal 1985 personal services budget. The state
auditors office ultimately received .5 $26,029 general fund supplemental with
the balance of the accrual being paid out of the fiscal 1985 general fund
appropriation which already included a vacancy savings factor of approxi-
mately 3.5 percent. The termination ‘pay plus the vacancy savings
amounts to 9.1 percent of the personal services budget with 7.1 percent
being absorbed by the fiscal 1985 appropriation and the balance through

the supplemental appropriation.



Small agencies are particularly- vulnerable to termination pay, ‘espe-

cially when the ter nunatlon occurs. w1th1n the last month ~of the fiscal year.

In the f1rst year of the b1enn1um 1f the approprlatlon 1is insufficieut to_pay. .

the termination costs the agency may seek a supplemental. However,
should a termination occur in the last month ot...the second year. oi;wthe
biennium and the agency appropriation is insufficient, the agency simply
cannot meet ite: obligation. Section 17-8-202, paragraph (2) of the Montana

Codes Annotated prohxblts the Department of Admlnlqtratlon from charg‘mg

. O

any approprlatlon unless the balance of the approprlatlon is avmlable and 7

JRPURRUE S — —- [P - m———— - m—

adequate. If no approprlatlon 1s avallable for the payment of a c1a1m “the

departrment shall audit it and if 1t 1s a vahd <,1a1m, t‘ransmlt_lt to the _
Governor for _presentatlon to the leg‘xslature. The terrninating employee
has the right, ac'eordlng to Sect1on 39-3—30.),_p,_aragraphs (1) and (2),
MCA, to receive ;all unpajd wages within three days unless he would
otherwise receive the_ wages on the next regular payday for the pay period
“during which he terrninated. These two laws obviously create a delima for
a manager who is unfortunate enough to have an employee terminate in the
last month of the secend ycar of the bienniurh and insufficient
appropriation available to pay the termination costs.

A statewide pool for such contingencies 1is an alternative to

supplementals, special appropriations, and varying vacancy savings

rates by agency.

SUMMARY
It is clear that vacancy savings exists within state government.
Montana's legislature not only recognizes this fact, but has moved since
the 1979 legislature, to use vacancy savings as an important budgeting

tool. This is evidenced by the move from individual agency vacancy
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savings allocations by subcommittees in the 1979 legislative session to the
application of "across the board" vacancy savings in the 1985 legislative

session. Montana is among’ the majority states who recognize and deal with
vacancy savings in the budgetmg/appropmatlons process. Althougrh the

e -

methods of applymg vacancy savmg's ‘vary from state to state, the

it TR

underlying purpose for domg so ls common to all That IS, to recogmze

-~ et
¥ e g3 1

the existence ‘of vacancy sav‘ing‘s”and to account for and manag‘e its efl‘ect

e ey iy m B . e s, 4 -
B YA S e Rl L MFTY o B O =

on government resources

- - Tt

"The leglslature is aware of ‘some problems that result from the apph—

cation of vacancy savxngs.' Thls is cv1denced by the passage of House

Joint Resolution 43. The m-state survey responses 1ndlcated that agenc1es

ST

would prefer ‘that no vacancy savmgs be apphed or that a dlfferent method
be developed for apphcatlon in the budgetmg process.. However, as shown"
in the analys15, the problems surroundmg' vacancy savlngs are not l1m1ted
to the leglslature's application of vacancy savings to agency budgets. The
state's accounting systems‘ have capabilities beyond current operational
mandates. If utilized fully, these systems could provide the information -
necessary t_ov track and project vacancy savings. Also pointed out, are
inconsistencies in recording information in SBAS which further compound
the problems of accurately analyzing and projecting vacancy savings. The
following issues and options may not end the debate surrounding the
application of vacancy savings, however, action by the legislature on these
issues will provide a clear direction for the future application of vacarcy
savings.
ISSUES

Issue 1: Should vacancy savings continue to be applied in the budget-
ing/appropriation process?

Option A: Continue to apply vacancy savings in the budgeting/uppro-
priation process.
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Option B: Do not apply vacancy savings in the budgeting/appropri-

- ations process.

Issue 2: If vacancy savings is to bc-applied, what method should be used

‘to apply vacancy savings in the appropriation process? ==
Option A: Line item personal services and FTE lévels in’ the appro-
priation and require a reversion of the unexpended balances. This

reversion -could be made at the end of each pay period, monthly,

P o TR PO RETE B e =

quarterly; or at the end of ‘the fiscal year.
‘Option B: ‘Apply ‘vacancy savings to each agéncy‘l”)ﬁ“c'lg"ét:'-bzz‘iged on
historic experience with adjustments for unusual circumstances.

Option C: Apply vacancy savings to each agehcy budget based on an
incremental riethod which scales tﬁew‘x;acancy savings rate to the
number of FTE in éach:" aéehcy. Under this method smaller agencies
would. have less vacancy savinés applied than”la.ré'er agérqlciesi
Optioh D: Apply %'r‘acancy savings to each agency budget based on
the global method as in the current biennium. ‘

Option E: Adopt a method similar to the one used in New Hampshire,
where personal services are fully funded within the appropriations act
for all authorized FTE. Establish a central pool to which all vacancy
savings realized would revert each pay period. Establish procedures
to enable agencies with valid perébnal services problems to apply to
the central pool for relief. The balance remaining in the pool at year
end would revert to the appropriate fund. |

Cption F: Apply vacancy sévings to each agency budget at a rate of
2.5 percent to 4 percent and establish a ‘pool to receive reversion of

any actual vacancy savings in excess of that budgeted. Allow

agencies with wvalid personal service problems, (large termination
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payouts, less than anticipated vacancy savings, etec.,) to apply to for
relief from funds in the pool. All or part of the balance remaining in

the pool could revert to the appropriate fund at fiscal year-end.

Issue 3: Should a pool be established for termination pay?
Option A: Establish a central pooi to pay terminating sick leave and
vacation pay.

Option B: Take no action.

L)

Issue 4: If vacancy savings is applied, should there be a way to accu-

rately identify ‘and track the vacancy savings that corresponds to the

method of application?
Option A: Require the Office of Budget and Program Planning and
the Department of Administration to develop specific vacancy savings
recording procedures on the Sta;evdde Budgeting and Accounting
System, (SBAS) and 'fhe Payroll, Personnel, and Position Control
System, (PPP) which correspond with approved operational plans.
These specific procedures should include: the five information

elements defined in the analysis section on page 22.

Option B: Take no action.

KW2:vss
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STATE OF MONTANA

Offwz of ths . £sgu[atw; Fiscal o%za[yat

STATE CAPITOL
HELENA. MONTANA 59620
- 408/444-2988
JUDY RIPPINGALE
LEGISLATIVE FISCAL ANALYST
January 8, 1986
TO: “ Leg'lslative Finance Committee

FROM: Jim Haubein é G{A,QWQ.M_.

Principal Analyst
SUBJECT: ‘Operational Plan Control

INTRODUCTION
Thig ‘report examines the state's budgeting controls and procedures
which are to insure vth>at 'expenditures are made in accordance with ap-

proved operational plans as required in House Bill 500.

| BACKGROUND

Articrle VIII,» Section 12 of the Montana Constitution requires the leg-
islature to insure strict accountability in law of all funds spent by the
state. Three sections of the law to control state spending and restrict it
to the legislatively abpropn’ated levels are relevant to fiscal control brob-
lems in this report.

Section 7 of House Bill 500 requires spending to be in accordance to
approved operational plans. Section 7 reads as follows:

Section 7. Operating budgets. Expenditures may' be made
only in accordance with operating budgets approved by the ap-
proving authority. The respective appropriations are contingent
upon approval of the operating budget by July 1 of each fiscal
year. Each operating budget shall include expenditures for each
agency program detailed at least by personal services, operating
expenses, equipment, benefits and claims, transfers, and local
assistance. However, if any agency allocates its appropriations
to the second expenditure level in the state accounting system,
separate operation plans need not be submitted to the approving
authority. -



Section 8 of House Bill 500 allows program transfers within an agen—

- cy, but these—transfers must be for justiﬁable reasons and are limxted to 5
percent of the total agency budget. Section 8 reads as follows:

Section 8. Program transfers. The approving authority
' may approve agency requests for program transfers, within each
fiscal year, not to exceed 5% of the total agency budget unless
such a transfer is specifically prohibited by this act or by stat-
ute. A request for a transfer accompanied by a justification ex-
plaining the reason for the transfer must be submitted by the
requesting agency to the approving authority and the Legislative
Fiscal Analyst. Upon approval of the transfer, the approving
authority shall inform the fiscal analyst of the approved transfer
and the justification for the transfer.

Sections 17-7-401 to 17-7-405, MCA, allow the executive to approve a
budget amendment if certain criteria and procedures -are met. Section
17-7-404(4), MCA, which requires the legislative fiscal analyst to review
each budget amendmeht. reads as follows: ;

(4) The legislative fiscal analyst shall review each
proposed budget amendment that has been certified by the ap-
proving authority for compliance with statutory budget amend-
ment requirements and standards and shall present a written re-

. port of this review to the legislative finance committee. Within

10 days after the meeting of the legislative finance committee

that considered the budget amendment, the legislative fiscal ana-
lyst shall submit the committee's report to the approvmg authori-

ty.
PROBLEM
The problem which led to this report was our need to evaluate the
programmatic impact of changes being made on the operational plan/budget
amendment form (B212). An example of the B212 form is shown in Illus-

fration 1.



, Illustration 1
Copy of Operational Plan/Budget Amendment Form B212
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The B212 form is reviewed to determine if the operational plans are in
compliance with legislative action, to monitor the agency program transfers
as allowed in House Bill 500, and to review budget amendments as required
by Section 17-7-404(4), MCA. During these reviews, the analysts have
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noted that the current and revised columns of the B212 are frequently not'@

completed. —An example of this is shown in Illustration 2.

o Iustration 2
~ Department of Fish, Wildlife and Parks B212 - Program Transfer #29
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Illustration 2 shows the Dcpurtment of Fish, Wildlife and Parks' pro-
gram transfer request of $3,695. The analyst is not able to tell from this “
form the allocation of the current or revised spending authority.

4



To determine the current spending level, the analyst can: (1) find
the original approved operational Aplan and adjust it for all B212's pro-
cessed‘to date; or (2) look‘iip"the budget allocation in the Statewide Bud-
geting and Accounting System (SBAS). " With the current level authorized
spending level allocation determined, the analyst should: theoretically be
able to add the new change to the present current level and obtain the
revised authorized allocation of the spending authority. However, when
attempting to determine the current spending levei for- the B212 in Illus-
tration 2, the two methods did not result in the same answer. As neither_
the agenéy vor the budget office (the approving'authority) has indicated its
representation 6f the current level spending authority on the B212, the
analyst is unable to determine the final result of the B212 change.

Table 1 illustrates how the answers varied between the approved op-
erational plan method and‘ the operational plan allocation in the Statewide
Budgeting and Accounting System (SBAS). The approved operational
plan, vhzich is requir;ed by House Bill 500 and ties to the legislative appro-
priations, is brought up to date by adjusting it for all approved B212's,
The example in Table 1 is for the Department of Fish, Wildlife and Parks

centralized services program as was Illustration 2.

Table 1
Department of Fish, Wildlife and Parks - Centralized Services
Comparison of Approved Operational Plan to SBAS

. ) Initial Program Op. Plan Differences
Object of Approved Transfer Changes Revised December  SBAS versus
Expenditure Op. Plan Doc #29 Doc #92 Op. Plan SBAS Op. Plan
Personal Svs., §1,034,477 $15,000 $16,524 $1,066,001 $1,092,934 § (26,933)
Operating Exp. 2,078,460 (11,305)  (16,524) 2,050,631 2,213,134 (162,503)
Equipment ' 546,936 -0- -0~ 546,936 532,500 14,436
Fed. Grants 40,000 -0~ -0~ 40,000 «0- 40,000
Transfers 235,000 -0- =0~ 235,000 100,000 135,000

Total S3io3h1873 $ 3,695 § -0- $3,938,568 $3,938,568 § -0-




Note the revised approved operational plan budget allocations do not
equal- the ‘ope-rational budget allocations in SBAS even though the totals
transfer categories to personal services and operating expense categories.

"SBAS was ‘deésigried to be a budgeting system as well as an -accounting
system. If the budget alloéatiop_s do not tie to the approved operational
plans, then the capabilities of SBAS are not being utilized. SBAS. the of-
ficial state accounting systém, is utilized by program managers to monitor
their program expenditures as compared to ‘thei,r budgets. It is also the
.permanent state financial record used as a base for budgets analysis and
financial reports.

It is important that SBAS reflect the approved operational plans, as:
(1) there is not always a readily available record of the appfoved opera-
tional plan available, eve.nf to managers who deal directly with the fiscal
operations of an agency; (2) program managers are relying on SBAS re-
cords to monitor prog:ram expenditures; and (3) SBAS is the ohly perma-
nent record of budget allocations.

To further illustrate the problem in determining the "real" operational
plan and to show that significant dollar amounts and policy questions are
also involved, Table 2 was prepared. This table shows the operational
plan differertceé for the Department of 'Highways' Construction Program as
they appear in the difference source documents for the month of Novem-

ber.



_ v Table 2 ‘ _
“Department of Highways' Construction Program
Comparison of Operational Plans-November 1985

CRUSU Oper. Plan Dept. of Highways
. 'Novegnberr ) . ' lghange_ DOH Budget Status

" SBAS T Doc # 15 ' ~ Report November

FIE 77 S LI ) 177 S T 650.40

Personal Services L $ 17,759,276 . $ 16,558,740 $ 17,759,276
Operating Expenses 192,405,912 193,367,189 '192,405,912
Equipment ) . 217,976 ’ . 217,976 217,976
Total §210.383‘1610 i §2£IIA3I905 o B -3210'383316“

Table 2 shows that there i; $1.2 miui§n more allocated to the pérsonal
services budgets in SBAS and the department's‘int_érnal budget status re-
port than was appréwr.ed by the approving 'authér'ii:&- as showh on- the de-
partment's operational plan change in November. These Adﬁitidnal funds
were allocated by the department from operating expense~to_'personal ser-
vices without going through the approving authority. This unapproved al-
location to personal servi2es was cdiscovered by our office when answering
a legislative request about vacant positions in the highway department.
During this review, the highway department represented that the internal
budget allocation, equivalent to SBAS, was the spending plan being pur-
sued by the department, not the approved operational plan.

Moving the $1.2 million from operating expenses to personal services
involved policy decisions of importance to the legislature. Some implica-
tion‘s of these policy decisions are:

1. Although no more FTE are being added to the highway depart-
ment, tl';e department budgeted $1.2 millioh more in personal services than
it requested and received from the legislature. This increase is due to

hiring staff at higher salaries. Despite the higher personal services bud-



get, 8 percent of positions in the program are vacant in fiscal 1986 to
date. T , ‘ A
2. The budget on SBAS establishes aAhigher 6n-g‘oihg personal ser-
vices base, even if not all employées are retained, Those who are may be
at a higher level than _representgd ‘to and funded by.the legislature, and
3. The increased personal services was budgeted by removing con-
" tractor payments for actual road construction costs. This éhange reduces
the amount of pubifc services (specifically roads) provided by the depart-
ment. To maintain its construction program in the future, the department
may réquest vadditional spending authority in contracted services from the
1987 legislature. Thus, both the personal services and contracted services

components of the expenditure base may be increased from legislative in-

tent.

CONCLUSION

The law clearly states that expenditures may only be made in accor-
dance with approved operating bixdg‘ets. Operational plan forms are not
always complete and thus there is sometimes no current record of the ap-
proved operational pl‘an. The program allocations .recorded in SBAS do not
always conform to the approved operating budgets. In some cases, there
is agency representation that the appfoved operating budget does not meet
its intended expenditure plan. This lack of control on the approved oper-
ational plan and the underutilization of SBAS capabilities makes it extreme-
ly difficult to ensure the law is being met. It also becomes time consumihg
to review these records when trying to sort out fiscal problems. And the
only peﬁnanent state record of budget allocations does not necessarily rep-
resent the approved operational plan which makes research into prior

- years' records unreliable.



Issue 1.

ISSUES

Should the official state SBAS records tie to the approved

operational budgets which are reqmred in House Bill 500"

Optlon A,

Op.tion B.

Issue 2.

rent spendmg' levels, increases and decreases, and rewsed spendmg levels

Recommend that the budget office ensure that the operating
budgets in SBAS are the same as the approved operating

budgets.

Take no action.

Should the B212 forms be fully completed showing the cur-

which tie to the approved operational plan"

Option A .

Option B.
Issue 3.

in House Bill

Recommend that the budget office. direct state agencies to

. fully complete the B212 forms.

Take no action,

Does the committee wish to clarify the boiler plate language

500, Section 7 and require that the budget allocations in

SBAS tie to the approved operational plan?

Option A.

Option 2.

Amend Section 7 to read as Follows:

Section 7. Operating budgets.
Expenditures may be made only in accordance
with operating budgets approved by the approv-
ing authority. The respective appropriations are
contingent upon approval of the operating budget
by July 1 of each fiscal year. Each operating
budget shall include expenditures for each agency
program detailed at least by personal services,
operating expenses, equipment, benefits and
claims, transfers, and local assistance. Howevers;
H--any--egency--allocates-its--appropriations--to-the
seeond--expenditure—level-in-the--state--acecounting
system,—-separate--operation--plans--need--not--be
submitted-to-the-epproving-authority. These ap-
proved operating budgets will be recorded in
SBAS and can only be amended by the approving

authority.

Do not amend the general appropriation act boiler plate lan-

guage.
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DEPARTMENT OF INSTITUTIONS

These programs provide agricultural loans to low income

rural Montanans, collect and publish statistics relating to the
production and marketing of crops and livestock, assist pro-
" ducers and industries in finding means to market their prod-
ucts, provide peer counseling, financial consulting and
mediation services, and provide beginning farmers loans.

Budget Issues

The Budget reflects a decrease of .70 FTE from FY86 to
FY87. However, the program requests an increase of .97
FTE in FY88 and in FY89 from the FY86 level.

The recommended budget for FY89 includes an increase of
$6,437 for costs associated with attendance at the National
Association of State Departments of Agriculture Trade
Show. and with hosting the National Association of Market-
ing Officials Conference. ’

The work study contracts are requested to increase $1,500
in FY88 and $3,900 in FY89 from FY86 level. This
increase is due to the large workload associated with rural
development portfolio loans.

The recommended budget requests that language be
included in the appropriations bill to allow agriculture loan
_authority in the amount of $197,294 for the biennium.

Modification Requests

Agricultural Assistance - This program would fund the con-
tinuation of the Agricultural Assistance Program, established
at the June 1986 Special Session. General Fund is utilized
to add 3.00 FTE and program expenses.

FY88 = $292.697 FY89 = $292,597

ETATIER K

DAT

DEPARTMENT OF INSTITUTIONS

The Department of Institutions consists of the Director’s

" Office, four divisions in the Central Office, and the various
institutions located throughout the state. The Director’s pro-
gram, the Management Services Division, the Alcohol and
Drug Abuse Division, the Corrections Division, and the
Mental Health and Residential Services Division are all
headquartered in Helena and are presented separately in this
budget recommendation.

The Executive Budget recommends continuation of the lan-
guage in the General Appropriations Act adopted by the
49th Legislature which authorizes program transfers in
excess of 5% between the various agencies within the Cor-
rections Division and the Mental Health Division. The
department has experienced the challenge of trying to oper-
ate the institutions effectively in spite of rising average daily
populations. The ability to transfer funds has proven
invaluable in these efforts.

Increases in average daily population have been experienced
primarily by the agencies included within the Corrections
Division. The Executive Budget includes current level ad-
justments for the costs associated with providing essential
services to the increased population. The following table
shows a five-year trend of populations at these facilities. It
also includes the budgeted population for FY87 and the pro-
jected populations for the 1989 biennium. The only increase
in the Mental Health Division was in the Montana Vet-
erans’ Home due to the opening on a new wing of the facil-
ity in the latter part of FY84.

DEPARTMENT OF INSTITUTIONS
YEARLY AVERAGE DAILY POPULATION TRENDS

FY87 BUDGETED AND

AGENCY/PROGRAM FIVE YEAR TREND FY88-FY389
RECOMMENDED

. FYg&7 FYS§8 FY89
CORRECTIONS DIV FY8§2 FY8§3 FY84 FY85 FY86 BUD. .REC. REC.
MT.STATE PRISON 698 744 740 802 907 800 968 990
PINE HILLS SCHOOL 91 99 88 99 120 88 130 130
MOUNTAIN VIEW SCH. 34 36 39 48 56 45 70 70
WOMEN'S CORR. CENTER 2 20 17 25 30 25 40 40
SWAN RIVER FOR. CAMP 50 52 49 47 51 49 51 51
. FY87 FY88 FY89
MENTAL HEALTH DIV. FY82 FYS§3 FYg4 FY85 FY86 BUD. REC. REC.
MT.VETERAN'S HOME 114 116 118 126 125 136 125 125
EASTMONT HUM.SERVS. 53 51 54 53 53 55 53 53
CENTER FOR AGED 186 181 176 175 171 171 171 171
MT.DEVELOPMENTAL CTR 218 223 202 203 202 204 202 202
MT. STATE HOSPITAL 558 687 574 501 473 493 473 473

Because of the increases of population, the department has
had little or no flexibility within their operational budgets to
cover unfunded pay plan or budget reductions. Conse-
quently, the department had to meet most of these fiscal
constraints in the personal sevices area - either by holding
positions vacant for longer periods or by eliminating posi-

tions. Higher worker compensation rates have further com-
pounded the problem. Therefore, many of the current level
budget requests show increased personal services cost in the
1989 biennium, even though fewer positions are actually
recommended. :
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DEPARTMENT OF INSTITUTIONS

Agency Description

The Department of Institutions is provided for in section
2-15 2301, MCA. Section 53-1-201 defines its pufpose:

“The department of institutions shall utilize at maximum
efficiency the resources of state government in a coordinated
effort to restore the physically or mentally disabled, to reha-
bilitate the violators of laws, to sustain the vigor and dignity -
.of the aged, to train children of limited mental capacity to
their best potential, to rededicate the resources of the state
to the productive independence of its now dependent citi-
zens. and to coordinate and apply the principles of modern
institutional administration to the institutions of the state.”

In carrying out these purposes, the department staff seek to
provide care and treatment services of a quality that will
guarantee the rights of residents, comply with state and fed-
eral standards, and when possible, return residents of the
institutions to a normal life in the community. The objec-
tives are to improve the coordination of services provided
by institutions thréugh the development of new manage-
ment techniques and to make management information
readily available to the institutions.

The following institutions are in the department: Montana
Developmental Center, Center for the Aged, Eastmont
Human Services Center, Montana State Prison, Swan River

Forest Camp, Montana Veterans’ Home, Montana State .

Hospital and the Women’s Correctional Center.

DIRECTOR Actual Budgeted Recommendation
Budget Detail Summary FY 1986 FY 1987 FY 1988 FY 1989
Full Time Equivalent Employees 10.00 10.00 9.00 9.00
Personal Services 339,722.21 525,722 333,537 333,872
Operating Expenses 41,292.02 37,396 42,473 42,997
Equipment 766.20 0 0 0
Total Program Costs $381,780.43 $563,118 $376,010 $376,869
General Fund 381.780.43 563.118 376,010 376,869
Total Funding Costs $381,780.43 $563,118 $376,010 $376,869
Current Level Services 381,780.43 563,118 376,010 376,869
Total Service Costs $381,780.43 $563,118 . $376,010 $376,869

Pregram Description

The Director’s Program staff are responsible for the effec-
tive management and planning of the programs of the
department’s four divisions (Alcchol and Drug Abuse Divi-
sion, Corrections Division, Management Services Division,
and Mental Health and Residential Services Division) and
their respective institutions, They also provide administra-
tive support for the Board of Pardons, as well as legai, per-
sonnel and labor relations support services for the central
office and the institutions.

Budget Issues

The 49th Legislature authorized an Auditor III position in
the director’s program to review all departmental fiscal con-
tracts, policies, reimbursements, information systems and
revolving operations. Tliis position was not filled throughout
the biennium because of difficult fiscal conditions. This
position has been deleted in an effort to meet necessary

‘budget reductions within the director’s office. The cost of

this position would have been $24,074 in FY88 and $24.,041
in FY§9.

A 4% vacancy savings factor has been applied to this pro-
gram. There are no modified requests proposed in the dircc-
tor’s office.

N

Agency Summary Actual Budgeted , Recommendation
. Budget Detail Summary FY 1986 FY 1987 FY 1988 FY 1989
. «

Full Time Equivalent Employees 170.50 169.50 150.50 150.50
Personal Services 4,041,994.37 4,129,706 3,856.807 3,860,974
Operating Expenses 3,132,464.33 1,981,348 3,285,107 3,269,879
Equipment 16,081.56 4,753 29,268 28,510
Local Assistance 1,574,708.00 0 0 0
Grants 6,452,725.06 7,576,027 6,175,202 6,175,202
Debt Service 65,938.72 0 65.386 17,147

Total Agency Costs $15,283,912.04 $13,691,834 $13,411,770 $13,351,712
General Fund 10,960,489.01 11,038,111 10,883,707 10,845,052
State Special Revenue Fund 1,885,453.63 331,597 344074 328,371 -
Federal & Other Spec Rev Fund 2.437.969.40 2.322.126 2.183.989 2,178,289

Total Funding Costs $15,283,912.04 $13,691,834 $13,411,770 $13,351,712
Current Level Services 15,283.912.04 13.691.834 13.411,770 13.351,712

Total Service Costs $15,283,912.04 $13,691,834 $13,411,770 $13,351,712



EXHIBIT.
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- DEPARTMENT OF INSTITUTIONS--DIRECTOR'S OFFICE

PERSONAL SERVICES 1988 1989
Executive FTE 9.00 9.00
LFA Current Level FTE 9.00 9.00
Difference 0.00 0.00
Executive $333,537 $333,872
LFA Current Level 333,733 334,085
Difference $( 196) $( 213)
-------- Personal Services Issues - - - - - =~ = = = = = - - - -

1. N/A

2. Committee Issues
Committee Action

OPERATING EXPENSES 988 989
Executive $42,473 $42,997
LFA Current Level 43,360 43,968
Difference $( 887) $C 911)

B
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DEPARTMENT OF INSTITUTIONS

Budgeted

Agency' Summary Actual , Recommendation
. Budget Detail Summary FY 1986 FY 1987 FY 1988 FY 1989 -

Full Time Equivalent Employees 170.50 169.50 150.50 150.50 ‘
Personal Services © 4,041,994.37 4,129.706 3,856.807 3,860,974 _‘
Operating Expcnses ’ 3,132,464.33 1,981,348 3,285,107 3,269,879
Equipment e 16,081.56 4,753 ©29,268 28,510
‘Local Assistance 1,574,708.00 _ ] -0 0
Grants 6,452,725.06 7,576,027 6,175,202 6,175,202
Debt Service L . ‘ 65.938.72 Qo i 65,386 17,147

" Total Agency Costs - $15,283,912.04 ' $13,691,834 .:-v$13,411,770 $13,351,712
General Fund -~ .~ T - 10,960,489.01 “11,038,111 710,883,707 10,845,052
State Special Revenue Fund 1,885,453.63 331,597~ Y7 344,074 328,371 -
Federal & Other Spec Rev Fund 2.437.969.40 2.322.126 2,183.989 2,178,289
--=Total Funding Costs $15,283,912.04 - $13,691,834 $13,411,770 ) $13,351,712
C_urrent Level Services ~ ., _15,283.912.04 13,691,834 13.411,770 - - 13,351,712

Total Service Costs " $15,283,912.04 $13,691,834 $13,411,770 $13,351,712

Agency Description

The Department of Institutions is provided for in section
"~ 2-15 2301, MCA. Section 53-1-201 defines its purpose:

“The department of institutions shall utilize at maximum
efficiency the resources of state government in a coordinated
effort to restore the physically or mentally disabled, to reha-
bilitate the violators of laws, to sustain the vigor and dignity -
.of the aged, to train children of limited mental capacity to
their best potential, to rededicate the resources of the state
to the productive independence of its now dependent citi-
zens, and to coordinate and apply the principles of modern
institutional administration to the institutions of the state.”

In carrying out these purposes, the department staff seek to
provide care and treatment services of a quality that will
guarantee the rights of residents, comply with state and fed-
eral standards, and when possible, return residents of the
institutions to a normal life in the community. The objec-
tives -are to improve the coordination of services provided
by institutions thréugh the development of new manage-
ment techniques and to make management information
readily available to the institutions.

The following institutions are in the department: Montana
Developmental Center, Center for the Aged, Eastmont
Human Services Center, Montana State Prison, Swan River
Forest Camp, Montana Veterans’ Home, Montana State
Hospital and the Women’s Correctional Center.

DIRECTOR

Actual Budgeted Recommendation

Budget Detail Summary FY 1986 FY 1987 FY 1988 FY 1989
Full Time Equivalent Employees 10.00 10.00 9.00 9.00
Personal Services 339,722.21 525,722 333,537 333,872
Operating Expenses 41,292.02 37,396 42,473 - 42,997
Equipment ~766.20 0 0 0
Total Program Costs $381,780.43 $563,118 $376,010 $376,869
General Fund -4 381.780.43 563.118 376,010 376,869
- Total Funding Costs $381,780.43 $563,118 $376,010 $376,869
Current Level Services 381,780.43 563.118 376,010 N 376,869
,To(al Service Costs $381,780.43 $563,118 $376,010 $376,869

- A

Program Descnptlon

The Dlrectors Program staff are responsnble for the effec-
tive management and planning of the programs of the
department’s four divisions (Alcohol and Drug Abuse Divi-
sion, Corrections Division, Management Services Division,
and Mental Health and Residential Services Division) and
their respective institutions. They also provide administra-
tive support for the Board of Pardons, as well as legai, per-
sonnel and labor relations support services for the central
office and the institutions.

Budget Issues

The 49th Legislature authonzed an Audxtor I posmon in
the director’s program to review all departmental fiscal con-
tracts, policies, reimbursements, information systems and
revolving operations. Tliis position was not filled throughout
the biennium because of difficult fiscal conditions. This
position has been deleted in an effort to meet necessary

.budget reductions” within the director’s office. The cost of

this position would have been $24, 074 in FY88 and $24,041
in FY89.

A 4% vacancy savings factor has been applied to this pro-
gram. There are no modified requests proposed in the direc-
tor’s office.

-
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. AANAGEMENT SERVICES DIVISION Actual Budgeted Recommendation

®.dget Detail Summary . : FY 1986 FY 1987 FY 1988 FY 1989
% . .

. .

. Al Time Equivalent Employees - 30.00 29.00 28.00 28.00
Personal Services 675,302.42 658,861 . 678,978 679,654
Nperating Expenses 140,686.87 - 195,885 176,562 143,339

. iquipment 721.14 " 1,208 1,050 1,050

@Debt Service 62,420.64 -0 62,421 15,606

Total Program Costs $879,131.07 $855,954 $919,011 . $839,649

. Jeneral Fund ' 875,932.83 855,954 912,492 839,649

¢ tate Special Revenue Fund ' 42.15 0 - 819 0

ederal & Other Spec Rev Fund 3,156.09 0 5,700 0
Total Funding Costs $879,131.07 $855,954 $919,011 $839,649
%h':urrent Level Services 879,131.07 855.954 919,011 839,649
Total Service Costs $879,131.07 $855,954 $919,011 " .$839,649

¢ Program Description

&The staff of the Management Services Division is responsi-
~ ble for the department’s budgeting and accounting services,
- reimbursement services and data processing services. The
i division aiso provides technical assistance to all institutions
L.in budgeting, accounting, and other management areas. The
- division bills and collect the various types of revenue gener-
" ated by the department, to include Medicaid, Medicare,
. Insurance, private and VA. In addition, the division oper-
.ates its own computer main frame, with remote locations at
- all institutions and P&P offices.

poéiton from their base budget. These 2.00 FTE are not
requested in the 1989 biennium. The combined annual costs
of these positions is $46,955.

Additional audit and insurance costs have increased the con-
tracted services portion of this budget. The associated costs
of installing a new telephone system accounts for increased
costs in communications.

The Accounting Division of the Department of Administra-

- tion has requested the Management Services Division to ac-

count for the purchase of its computer mainframe system

under debt services. This system will be paid for in the 1989

! Budget Issues biennium. .
Mrder to meet necessary budget reductions, the agency
“.fleted a Trust Officer position and a Financial Investigator
fALCOHOL & DRUG ABUSE DIVISION Actual Budgeted Recommendation
udget Detail Summary FY 1986 FY 1987 - FY 1988 FY 1989
‘gn Time Equivalent Employees 10.00 10.00 9.00 9.00
‘ trsonal Services 261,584.47 264,748 256,906 257,235
Y Perating Expenses 106,046.11 95,290 104,838 89,625
Quipment L . 3,562.22 2,863 3,000 3,000
0cal Assistance 1,574,708.00 -0 0 - 0 e 00
L 1,239,715.00° 1,261,309 1,133,024 — 1,133,024
- Total Program Costs $3,185,615.80 $1,624,210 $1,497,768 $1,482,884
¥eneral Fund 215,200.00 208,612 215,200 215,200
e Special Revenue Fund 1,885,236.51 331,347 342,255 327,371
eral & Other Spec Rev Fund 1,085,179.29 1,084,251 940,313 940,313
i Total Funding Costs $3,185,615.80 $1,624,210 $1,497,768 - $1,482,884
ent Level Services "3,185,615.80 1,624,210 1,497.768 " 1,482.884
‘T.otal Service Costs $3,185,615.80 $1,624,210 . $1,497,768 $1,482,884

.°F the authority delegated from the Director and de-
B, d in Title 53, Chapter 24, MCA, the Alcohol and Drug
‘Ourc tision is responsible to ensure that the appropriate
£ r ¢s of this State are focused fully and effectively upon
gn Toblems of chemical dependency and utilized in imple-
2 '"8 programs for the control, prevention and treatment
€€ problems. The Division’s specific duties include:

I L .
Yaling and approving chemical dependency treatment

and education programs; Preparing long-term Comprehen-
sive Chemical Dependency State Plans and Updates;
Reviewing and approving County Chemical Dependency
Plans; Distributing State and federal funds in accordance
with 53-24-206 MCA; Establishing standards for the certifi-
cation of chemical dependency counselors and educators;
provide for the training of program personnel delivering ser-
vices to chemical dependent persons; Establishing criteria
for the development of new chemical dependency programs; -

G



1. The Executive budget includes $596 less building rent in fiscal 1988
and $563 less rent in fiscal 1989 than in the LFA current level.

2. The executive budget does not include increased photocopy equipment
maintenance costs for the Director's office that is included in the LFA
current level costing $264 each year of the biennium.

3. Committee Issues

Committee Action




EXHIBIT

DAT

DEPARTMENT OF INSTITUTIONS--MANAGEMENT SERVICES DIVISION

PERSONAL SERVICES 198 1989
Executive FTE 28.00 28.00
LFA Current Level FTE 28.00 28.00
Difference 0.00 0.00
Executive $678,978 $679,654
LFA Current Level 679,317 680,057
Difference $( 339) $( 403)
-------- Personal Services Issues - - - - - - - - = - - - - - -

1. N/A

2. Committee Issues
Committee Action

OPERATING EXPENSES 1988 1989
Executive $176,562 $143,339
LFA Current Level 295,954 137,861
Difference $(119,392) $¢ 5,478F

L



1. The LFA current level includes $126,000 of audit costs in fiscal 1988
than the Executive budget as a result of a request by the Legislative
Auditor to consolidate all the institutions' audit fees in the central office.

2. The Executive budget includes $4,814 in fiscal 1988 and $4,369 in
fiscal 1989 more for repair and maintenance than the LFA current level.

3. The Executive includes approximately $1,030 more each year in
contrated services than the LFA and $1,435 more each year for supplies
and materials.

4. The executive budget includes building rent at $1,471 less in fiscal
1988 and $1,301 less in fiscal 1989 than the LFA current level.

2. Committee Issues

Committee Action

EQUIPMENT 1988 1989
Executive $1,050 $1,050
LFA Current Level -0- -0-
Difference $1,050 $1,050

--------------- Equipment Issues - - - - - - - - - - - - -

1. The Executive includes $1,050 each year for equipment that is not
included in the LFA current level.

2. Committee Issues




Committee Action
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/Wa/ INSTITUTIONS

&wx 0 BIENNIUM APPROPRIATIONS
= d ) 1985-87 Recommended
wa Agency Audit - Approp 1988-89 Audit
Amount Appropriation
Institutions $35,000 $168,000
-MT Development Center 20,000 -0O-
,.“ -Center for the Aged 10,000 -0-
~ -Eastmont 10,000 -0-
-Mountain View 10,000 -O-
-Board of Pardons 2,520 -0-
-Pine Hills / 13,000 -0O-
-State Prison 24,750 -0-
-Swan River Youth - 8,000 -0-
-Veterans' Home 8,000 , -O-
-State Hospital 29,400 -0-
-Youth Treatment 10,000 -0O-
$180,670 $168,000





