MINUTES OF THE MEETING

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

January, 9, 1987

The third meeting of the Institutions and Cultural Education
Subcommittee was called to order in room 202-A of the state
Capitol on January 9, 1987 at 8:03 a.m. by Chairman Miller.

ROLL CALL: All members were present as were Keith Wolcott,
Senior Analyst for the Legislative Fiscal Analyst, (LFA),
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.

DEPARTMENT OF INSTITUTIONS:

EXECUTIVE SESSION: 3-1-A

Director's Office: (130) Keith Wolcott distributed exhibit
1 to the committee and in referring to exhibit 4 in the
meeting of January 8, 1987, he stated that there was no real
difference except in the way they calculated vacancy savings
and in operating expenses, the differences were $596 in FY
1988 and $563 in FY 1989 for building rent. He continued
that there was also some difference in repair and mainte-
nance.

Senator Bengtson moved that the committee ACCEPT the execu-
tive budget on rent, which would be $596 less in 1988 and
$563 less in 1989. The motion CARRIED unanimously.

(210) Mr. Wolcott noted that the second issue has to do
with repair and maintenance costs for photocopy equipment.
He explained that this $264 was Jjust overlooked in the
executive budget.

Senator Bengtson moved that they ACCEPT the OBPP's totals
for personal services of $333,537 in FY 88 and $333,872 in
FY 89. The motion CARRIED unanimously.

Representative Bengtson moved that they ACCEPT the LFA's
numbers of $1,160 in FY 88 and $1,160 in FY 89 for repair
and maintenance. The motion CARRIED unanimously.
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Senator Bengtson moved that the LFA adjust the totals to
reflect those two motions and take the LFA's figures. The
motion CARRIED unanimously.

(290) Mr. Wolcott handed exhibits 2 and 3 to the committee,
stating that there was really no difference in personal
services but there are four issues raised under operating
expense. See exhibit 6 of January 8 meeting. He felt that
the OBPP did not have any concerns in moving the audit fees
to the central office.

Senator Bengtson moved that they move the audit costs to the
central office. The motion CARRIED unanimously.

Senator Bengtson moved that in repair and maintenance, they
ACCEPT the adjustment of $4,870 in FY 88 and $4,425 in FY
89, which should be added to the LFA's figures. The motion
CARRIED unanimously.

Senator Bengtson moved that they ACCEPT the LFA's figures
for supplies and materials and contracted services. The
motion CARRIED unanimously.

Senator Bengtson moved that the totals reflect the previous
motions regarding contracted services, supplies and materi-
als, rent and repair and maintenance. The motion CARRIED
unanimously.

(507) Mr. Wolcott indicated that the executive office has
included $1,050 each year for equipment and the current
level does not include that, which is for the purchase of
three typewriters each year.

Mr. Harris. explained that they had four typewriters there
that are over 13 years old, the rest over 11 years old and
one is over 16 years old and he had it in his heart to allow
this.

Senator Bengtson moved that they allow the $1,050 each year
for equipment and they can do what they like with it. The
motion CARRIED unanimously.

(605) Mr. Wolcott noted under agency program control 9000
on exhibit 2, there is a figure of $62,421 in 1988
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and $15,606 in 1989, and the department has indicated that
they will have that debt service paid off by March of 1988.
Tape 3-1-B.

Senator Bengtson moved that they adjust the numbers on debt
service to record that. The motion CARRIED unanimously.

(005) Mr. Wolcott stated that the last thing was the
consolidation of audit costs within the central office
starting with agency program control 02034 and continuing on
through, He explained that those differences amount to the
charges to the different funding sources out in the institu-
tions for the audit costs.

Senator Bengtson moved that they ACCEPT the totals of the
OBPP for the adjustments for audit costs that have been
removed from the different programs and placed in the
central office. The motion CARRIED unanimously.

Alcohol and Drug Abuse Division: (33)

Mr. Harris (OBPP) informed the committee that Robert Ander-
son, Administrator of the Alcohol and Drug Abuse Division,
has done more than his share to make the department effi-
cient, i.e., in 1981, he had 16 employees in the division;
and in the Governor's budget for 1988, he has 9. He gave an
overview of the program as per exhibit 3, page S-193.

Mr. South gave an explanation of what the program consists
and how it is budgeted.

(86) Chairman Miller distributed to the committee exhibit
3, which shows what each county gets from these funds.

(280) Mr. Wolcott distributed exhibit 5 to the committee,
which explains the taxes that the state levies against
alcohol and shows the Department of Institution's alloca-
tion.

Senator Bengtson asked if it were statutory that they (the
state) fund alcochol treatment and could the counties take
care of it.
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Mr. South replied that they have to look at the costs per
day, and if you look at Galen~s cost per day and try to
treat the same people anywhere else in the state, the cost
would probably be twice as much.

Mr. Anderson clarified that most of the programs out in the
counties are out-patient and their purpose primarily is to
go out and identify people with problems and if they find
that a patient needs in-patient care (28-day residential
stay), then they transfer them to either a private program
if they have the ability to pay or they transfer them to
Galen if they cannot pay, because Galen is the only place in
the state, that if you do not have insurance or you do not
have money, where you can get this kind of treatment.

There was considerable questions and discussion concerning
the alcohol programs and the drug abuse programs.

Tape 3-2-A Mr. Wolcott referred to exhibit 6, pages 9
through 11 from the budget book of the LFA and gave the
committee an overview of it. He also distributed exhibits 7
and 8 to the committee and explained the material to the
committee.

(250) Mr. South suggested that the committee should pick
one of the two revenue estimates and hopefully not be too
optimistic, because the counties will have too great an
expectation and then they could be disappointed.

He also advised that they would like to have the committee
just appropriate the amounts of the federal block grants
that are shown on D-11 without reference as to where it has
to go, so if a year from now they do not allocate it exactly
as Mr. Wolcott has it in his book, the chairman of the
Finance Committee won't beat him over the head with a heavy
book. Mr. Wolcott noted that this could be voted on or
reflected in the minutes.

Mr. South also noted that 55% of the new drug money is to be
allocated by him, they do not have any idea as to what that
will be now and he suggested that they write language in the
appropriation bill that the department can come in for a
budget amendment when the money becomes available,
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There was considerable discussion on this matter and Chair-
man Miller suggested that they go ahead and put it in the
bill. (435)

VACANCY SAVINGS: Tape 3-2-B

Mr. Wolcott gave an overview of vacancy savings, which is
exhibit 9 and continued through page 9.

Senator Haffey asked what did the Finance Committee elect
the LFA do in preparing this analysis.

Mr. Wolcott responded that the Finance Committee selected
option F, which is on pages 29 and 30 to recommend to the
full legislature as a route to pursue. He advised that this
was to apply vacancy savings to each agency budget at a rate
of 2.5% to 4% (he thought it was 0% to 4%) and to establish
a pool to receive reversion of any actual vacancy savings in
excess of that budgeted - and he thought that was modified
to have them look at the pool in concept whether it be
pooling at the front end and distributing out to agencies in
need or pooling at the back end, where they revert into the
pool.

ADJOURNMENT : (100)

There being no further business, the meeting was adjourned

at 10:25 a.m.
(T Il

REPRESENTATIVE MILLER, Chairman
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DEPARTMENT OF INSTITUTIONS

EXHIBIT e =
DAT

E‘m—"a:i ;s-193

MANAGEMENT SERVICES DIVISION Actual Budgeted Recommendation
Budget Detail Summary FY 1986 FY 1987 FY 1988 FY 1989
Geo Harnge
Full Time Equivalent Employees 30.00 29.00 28.00 28.00
Personal Services 675,302.42 658,861 678,978 679,654
Operating Expenses 140,686.87 195,885 176,562 143,339
Equipment 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
General Fund 875,932.83 855,954 912,492 839,649
State Special Revenue Fund 42.15 0 819 0
Federal & Other Spec Rev Fund 3.156.09 0 5,700 0
Total Funding Costs $879,131.07 $855,954 $919,011 $839,649
Current 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
division also provides technical assistance to all institutions
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.

Budget Issues

In order to meet necessary budget reductions, the agency
deleted a Trust Officer position and a Financial Investigator

:I:COHOL & DRUG ABUSE DIVISION

positon 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 2 new telephone system accounts for increased
costs in communications.

The Accounting Division of the Department of Administra-
tion has requested the Management Services Division 1o ac-
count for the purchase of its computer mainframe system
under debt services. This system will be paid for in the 1989
biennium.

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 261,584.47 264,748 236,906 257,235
Operating Expenses 106,046.11 95,290 104,838 89,625
Equipment 3,562.22 2,863 3,000 3,000
Local Assistance 1,574,708.00 0 0 0
Grants 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
General Fund 215,200.00 208,612 215,200 215,200
State Special Revenue Fund 1,885,236.51 331,347 342,255 327,371
Federal & Other Spec Rev Fund 1,085,179.29 1,084,251 940,313 940,313

Total Funding Costs $3,185,615.80 $1,624,210 $1,497,768 $1,482,884
Current Level Services 3,185.615.80 1,624,210 1,497,768 1,482,884

Total Service Costs $3,185,615.80 $1,624,210 $1,497,768 $1,482,884

Program Description

Under the authority delegated from the Director and de-
scribed in Title 53, Chapter 24, MCA, the Alcohol and Drug
Abuse Division is responsible to ensure that the appropriate
resources of this State are focused fully and effectively upon
" the problems of chemical dependency and utilized in imple-
menting programs for the control, prevention and treatment
of these problems. The Division’s specific duties include:
Evaluating 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;
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Ensure the greatest utilization%’f“ funds by discouraging
duplication of services and encouraging efficiency of ser-
vices: and cooperating with the Board of Pardons in estab-
lishing and conducting programs to provide treatment for
chemically dependent and intoxicated persons in or on
parole from penal institutions.

Budget Issues

In order to make necessary budget reductions, an Adminis-
trative Officer (1.00 FTE) was eliminated from this pro-
gram. The position was funded from state special revenue
funds and cost $26,000 per year.

The majority of the state community approved programs are
funded by the alcohol earmarked tax and federal block grant

DEPARTMENT OF INSTITUTIONS

funds. The earmarked alcohol tax is tied directly to the
volume of alcoholic beverages sold in the state and is dis-

tributed to the counties based on 85% county populatior@
and 15% county land area in comparison to the total state W

population and area. Federal block grant funds are awarded
to local programs on a competitive contract basis. It is pos-
sible that additional block grant funds will be available.
These additional funds will be presented to the legislature as
official notification is received.

The reduction in state special revenue from FY86 actual
and requested FY88 and FY89 is the amount of alcohol
funds which are statutorily appropriated for the counties.

CORRECTIONS Actual Budgeted Recommendation
Budget Detail Summary FY 1986 FY 1987 FY 1988 FY 1989
Full Time Equivalent Employees 91.50 91.50 75.50 75.50
Personal Services 2,103,007.10 2,037,162 1,859,053 1,859,669
Operating Expenses 1,747,896.67 760,090 1,768,575 1,780.399
Equipment 10,555.80 0 22,000 23,000
Grants 0.00 1,120,000 0 0
Debt Service 2,727.28 0 2.965 1.541
Total Program Costs $3,364,186.85 $3,917,252 $3,652,593 $3,664.609
General Fund 3,860,797.96 3,914,303 3,648.793 3.660.809
State Special Revenue Fund 174.97 250 1,000 1,000
Federal & Other Spec Rev Fund 3,213.92 2.699 2.800 2.800
Total Funding Costs $3,864,186.85 $3,917,252 $3,652,593 $3.664,609
Current Level Services 3.864,186.85 3.917.252 3.652.593 3.664.609
Total Service Costs $3,864,186.85 $3,917,252 $3,652,593 $3,664,609

Program Description

The Corrections Division exists to develop and administer
an integrated corrections program for adults and youths.
Special emphasis is placed upon community supervision
whenever possible and providing individualized treatment
for each offender requiring institutionalization. For those
incarcerated, adequate security must be maintained to pro-
tect the offender and prevent further transgressions against
the public. The program staff provide leadership, direction
and support for both line and staff operations. They assist
in developing a continuum of correctional programs which
place the individual in the least restrictive setting consistent
with good judgment. Specific programs within the Correc-
tions Division include the following:

Pre Release Centers - The Department operated facilities in
Billings and Missoula which provide pre-release alternatives
to prison for male and female offenders. These centers pro-
vide educational and work opportunities while also provid-
ing close supervision of the offenders. The Billings program
houses up to 12 female offenders while the Missoula pro-
gram can accommodate 24 male offenders.

The Corrections Division also contracts with non-profit cor-
porations for pre-release services for male and female
offenders. Centers are currently operational in Billings,
Butte and Great Falls.

Women'’s Correctional Facilities - The Warm Springs facility
provides for 40 female offenders.

Probation and Parole - The program staff supervise and
counsel aduit felons upon leaving prison and adults sen-
tenced to probation. '

Budget Issues

Three clerical positions were reduced from this budget. The
3.00 FTE cost $50,500.

13.00 FTE and the corresponding personal services costs
have been reduced from this budget and placed in the pro-
posed Department of Family Services. This accounts for the
decline of FTE from 91.50 to 75.50 from the 1987 bien-
nium to the proposed 1989 biennium budget. A 4% vacancy
savings factor is recommended for this division.

There are over $25,000 in operational base adjustments to
cover unfunded pay increases and budget reductions. The
grants shown in FY87 are for the contracted pre-release cen-
ters. These amounts will be shown in contracted services
when FY87 actual expenditures are recorded.

The proposed Department of Family Services contains the
operational expenses for the youth After-care Program and
the Youth Evaluation Program. The budgets for FY88 and
FY89 reflect a transfer of $275,000 each year to the Depart-
ment of Family Services for these operational expenses.

- Because of the increased prison population and the addi-

tional bed spacc available in the Great Falls, Billings, and
Butte contracted pre-release centers, a current level adjust-
ment is recommended in this program to house an addition-
al twenty inmates. This would increase the bed capacity
from 25 at each of these centers to 30 in Great Falls, 35 in

-y
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. Gallatin 77,048 11,082 88,130 76,949 8,484 85,433 2,6°
™ Garfield 10,056 1,447 11,503 10,047 1,108 11,155 34
Clacier 22,906 3,295 26,201 22,877 2,522 25,399 80
- Golden Valley 3,660 526 4,186 3,653 403 4,056 13
& Granite 7,421 1,066 8,487 7,403 816 8,219 26
HiN 35,368 5,087 40,455 35,323 3,895 39,218 1,23
- Jefferson 14,651 2,107 16,758 14,630 1,613 16,243 51
ws Judith Basin 7,557 1,087 8,644 7,550 832 8,382 2€
Lake 34,863 5,014 39,877 34,817 3,839 38,656 1,22
ewis & Clark 78,909 11,350 90,259 78,802 8,689 87,491 2,7¢
. iberty 6,303 907 7,210 6,295 694 6,989 2:
~ Lincoln 36,252 5,214 41,466 36,204 3,992 40,196 1,27
Madison 8,833 1,271 10,104 8,825 973 9,798 3¢
McCone 15,010 2,159 17,169 14,988 1,653 16,641 S:
& Meagher 7,495 1,078 8,573 7,483 825 8,308 2t
Mineral 8,246 1,186 9,432 8,231 907 9,138 2¢
Missoula 133,627 19,221 152,848 133,454 14,715 148,169 4,6
ww Musselshell 10,601 1,525 12,126 10,590 1,168 11,758 3
Park 25,817 3,7 29,531 25,783 2,843 28,626 9C
Petroleum 3,804 547 4,351 3,800 419 4,219 :
- Phillips 17,611 2,533 20,145 17,585 1,939 19,524 <
Pondera 14,126 2,032 16,158 14,112 1,556 15,668 h¢
Powder River 9,633 1,385 11,018 9,621 1,061 10,682 z
Powell 15,639 2,250 17,889 15,619 1,722 17,341 5
" prairie 5,933 854 6,787 5,929 654 6,583 2
Ravalld 42,154 6,064 48,218 42,101 4,642 86,743 1,8
Richland 24,213 3,483 27,696 254,186 2,667 26,853 8
we Roosevelt 21,694 3,120 24,814 21,664 2,389 24,053 7
Rosebud 25,035 3,601 28,636 25,003 2,757 27,760 8
Sanders 19,277 2,773 22,050 19,255 2,123 21,378 6
ﬁ Sheridan 11,968 1,722 13,690 11,953 1,318 13,271 4
Silver Bow 65,995 9,493 75,488 65,910 7,267 73,177 2,3
Stillwater 12,440 1,789 14,229 12,428 1,370 13,798 )
, Sweetgrass 8,461 1,217 9,678 8,453 932 9,385 2
®  Teton 14,775 2,126 16,901 14,757 1,627 16,384 s
| ﬁ_’,'oole 12,635 1,817 14,452 12,615 1,3 14,006 Ll
" “Treasure 3,270 471 3,741 3,266 360 3,626 1
- Valley 25,529 3,672 29,201 25,498 2,811 28,309 €
Wheatland 6,323 7 909 7,232 - 6,315 --- - 696 7,011 :
Wibaux ' 3,959 570 4,529 3,954 . h36 4,390 1
o Yellowstone 188,179 27,067 215,246 187,930 20,721 208,651 o
TOTAL 1,574,708 226,505 1,801,213 1,572,671 173,403 1,746,074 55,1



CAHIBIT. .

B4. ALCOHOL REVENUE

The taxation of alcoholic beverages in the state of Montana consists
of: 1) a liquor excise tax, 2) a license tax on liquor, 3) a beer tax, and
4) a table wine tax. The Department of Revenue is authorized in Title 16
Chapter 1 to charge, receive,and collect taxes on the sale of alcoholic
beverages. The following describes each tax and its distribution.

1) LIQUOR EXCISE TAX The Department is authorized to collect a 16
percent tax on the retail selling price of all liquor sold and delivered in
the state for any company who has sold more than 200,000 proof gallons of
liquor nationwide in the calendar year preceding imposition of this tax.
The Department is authorized to levy a tax of 13.8 percent of the retail
selling price of all liquor sold and delivered in the state by a company who
has sold no more than 200,000 proof gallons of liquor nationwide. The
revenue from the excise tax is deposited in the general fund.

2) LICENSE TAX ON LIQUOR The Department is authorized to col-
lect, in addition to the excise tax, a license tax of 10 percent of the retail
selling price on all liquor sold and delivered in the state for all companies
who have sales in excess of 200,000 proof gallons nationwide in the calen-
dar year preceding imposition of this tax. The tax for companies with less
than 200,000 proof gallons per year nationwide is 8.6 percent of the retail
selling price.

The proceeds of the license tax are kept in a separate account from
the excise tax. Thirty percent of these revenues are appropriated
statutorily to the Department for allocation to the counties according to the
amount of liquor purchased in each county which are in turn allocated to
the incorporated cities and towns in the county based on the amount of
liquor sold in each city or town. Four and one-half percent of the total
license tax proceeds are allocated to the counties based on the amount of
liquor sold in the county and are retained by the county. The remainder,
65.5 percent, is deposited in the state special revenue account to the
credit of the Department of Institutions for the treatment, rehabilitation,
and prevention of alcoholism. The legislature may appropriate a portion of
the license tax proceeds to support alcohol programs with 85 percent of
the remainder to be distributed to the counties based on the proportion of
the county's population to the state's population. The remaining 15 percent
is distributed to the counties based on the county's land area to the
state's land area. These funds may only be used for purposes pertaining
to the problems of alcoholism.

3) BEER TAX A tax of $3 per barrel is imposed for every 31 gallon
barrel of beer brewed or sold in the state. These funds are statutorily
appropriated to the department for distribution to incorporated cities and
towns based on population. There is an additional tax of $1.30 per
barrel. One dollar of this tax is deposited to the credit of the Department
of Institutions for the treatment, rehabilitation, and prevention of
alcoholism. The remaining 30 cents of this additional tax is deposited to
the general fund. :
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4) TABLE WINE TAX A tax of 27 cents per liter is imposed on table
wine imported by any distributor or the Department. Sixteen cents of the
tax is deposited to the general fund, 8.34 cents is deposited to the state
special revenue account to the credit of the Department of Institutions for
the treatment, rehabilitation, and prevention of alcoholism, and one and
one-third cents each is statutorily appropriated to the counties and cities
and towns based on population.

DEPARTMENT OF INSTITUTIONS ALLOCATION

The allocation of the alcohol funds available to the Department of

Institutions for treatment, rehabilitation, and prevention of alcoholism
occurs as shown in table 1 below.

Table 1
Alcohol Earmarked Revenue and Expenditures and County Distribution
Fiscal Fiscal Fiscal
1986 1988 1989
Revenues
65.5 % Liquor License Tax $2,387,928 $2,486,380 $2,546,640
Beer Tax 727,022 683,000 683,000
Wine Tax 454,744 558,000 558,000
Galen Reimbursement 180,138 200,448 202,056
Change-Fund Balance (33,552) -0- -0-
Total Revenues $3,716,280 $3,927,828 $3,989,696
Expenses
ADAD Admin $ 310,528 $ 368,701 $ 353,761
Galen 1,595,609 1,687,657 1,694,394
Forensic Lab 129,556 143,835 143,232
Counselors 104,879 137,940 139,102
Total State Expense $2,141,572 $2,338,133 $2,330,489
County Distribution $1,514,108  $1,589,695  $1.659.207
Total County Distribution
Alcohol Earmarked $1,574,708 $1,589,695 $1,659,207
Federal Block Grant 226,504 156,854 156,854
Total $1,801,212 $1,746,549 $1,816,061
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The license tax, beer tax, and wine tax are combined with insurance
and third party reimbursement from patients at the Alcohol Treatment
Center at the Galen campus of Montana State Hospital to form a pool of
funds with which to fund various alcohol related programs. These funds
are estimated to total $3,927,828 in fiscal 1988 and $3,989,696 in fiscal
1989. Before the funds can be distributed to the counties using the
"85/15" allocation, certain program expenses are appropriated. The admin-
istrative costs of $368,701 in fiscal 1988 and $353,761 in fiscal 1989
associated with the Alcohol and Drug Abuse Division central office are
funded using the alcohol funds. Alcohol counselors at the Department's
mens' correctional facilities costing $137,940 in fiscal 1988 and $139,102 in
fiscal 1989 are also funded with these alcohol funds. The largest single
expense is the inpatient alcohol treatment center at Galen which is
estimated at $1,687,657 in fiscal 1988 and $1,694,394 in fiscal 1989. The
Forensic Lab in Missoula receives Approximately $143,000 of these funds
each year of the biennium. The balance of the alcohol funds are then
distributed to the counties using the "85/15" formula in Section 53-24-206,
MCA.

During the last two bienniums the available alcohol funds have been
insufficient to maintain the county distribution at current level, therefore,
carryover funds from the federal Alcohol, Drug Abuse and Mental Health
Services (ADMS) block grant have been used to maintain current level
services. As shown in the table, available county distribution funds de-
cline even when combined with available federal funds in fiscal 1988 but
increase in fiscal 1989.

KW1:bn:ar.
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ALCOHOL AND DRUG ABUSE DIVISION

Actual Appropriated - - Current Level -~ - 7 Change
Fiscal Fiscal Fiscal Fiscal 1987-89
Budget Item 1986 ... 1987 1988 1989 Biennium
F.T.E. 10.00 10.00 10.00 10.00 0.00
/
Personal Service $ 261,586 $ 264,748 $ 282,111 $ 282,431 7.3
Operating Expense 106,047 95,290 106,079 90,819 (2.2)
Equipment _ 3,563 _.._ 2,863 ___3,000 3,000 (6.6}
Total Operating Costs $ 371,196 $ 392,901 $ 391,190 $ 376,250 4.5
Non-Operating Costs 1,239,715 1,261,309 1,294,565 1,294,565 1.5
Total Expendi tures $1,610,911 $1,624,210 $1,685,755 $1,670,815 3.8
Fund Sources
General Fund $ 215,200 $ 208,612 $ 215,200 $ 215,200 1.6
State Special 310,530 331,347 368,701 353,761 12.6
Federal Revenuc 1,085,181 1,084,251 1,101,854 1,101,854 1.6
Total Funds $1,610,911 $1,624,210 £1,685,755 $1,670,815 3.8

The Alcohol and Drug Abuse Division's (ADAD) role is to administer chemical
dependency programs and distribute state funds to certified community programs. The
division approves treatment facilities and programs, certifies and establishes
standards for chemical dependency counselors, plans and provides training for
approved programs, and prepares a long-term state chemical dependency plan.
Funding for the division consists of general fund for drug contracts, 42.63 percent of
the federal Alecohol, Drug Abuse, and Mental Health Services Block Grant, and state
liquor tax.

Personal services increase 7.3 percent due to vacancy savings in fiscal 1986 and
cuts from Special Session ITI. Operating expenses decrease 2.2 percent as one time
charges of $421 for moving telephone equipment are removed from the base, payroll
service fees are reduced $743 and the division's share of the building rent decreases
$1,733. Expenses in the other expense category have been reduced $795 to fiscal
1986 authorized level.

The general fund increases 1.6 percent into the 1989 biennium after the
Governor's 2 percent cut of $4,392 in fiscal 1986 and the 5 percent cut of $10,980
from Special Session IIT in fiscal 1987. State special alcohol funds increase 12.6
percent as federal funds used in the administration of the division decrease. The
federal block grant funds increase 1.6 percent as all the carry over funds are
exhausted in the 1987 biennium, but are replaced with one-time grants for drug
programs in the 1989 biennium.
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Fiscal 1986: Comparison of Actual Expenses to the Appropriation

The following table compares fiscal 1986 actual expenditures and funding to*
allocations as anticipated by the 1985 legislature.

Table 4
Comparison of Actual Expenses to Appropriated Expenses

Budget Item Legislature Actual Difference
F.T.E 10.00 10.00 0.00
Personal Service $ 277,318 $ 261,586 $15,732
Operating Expense 116,988 106,047 10,941
Equipment 3,000 3,563 (. 563)
Total Operating Costs $ 397,306 $ 371,196 $26,110
Non Operating Costs

State Sources 215,200 215,200 -0-

Federal Sources 1,052,710 1,024,515 28,195 _

Total Non Operating Costs 1,267,910 _1,239,715 _28,195_

Total Operating Expense $1,665,216 $1,610,911 $54,305_
Funding
General Fund $ 215,200 $ 215,200 $ -0-
State Special 334,235 310,530 23,705
Federal 1,115,781 1,085,181 30,600

Total Funding $1,665,216 $1,610,911 $54,305_

The division realized $15,732 in personal service savings in addition to $11,240
of budgeted vacancy savings. An administrative officer IV and a project evaluator
were vacant two and one-half months, an administrative officer II was wvacant four
months and the receptionist position was vacant in June 1986.

Operating costs were $10,941 less than authorized due to contracted Department
of Administration data processing systems development costs that were budgeted but
not expended. The division spent $3,563 on equipment which is $563 more than was
authorized.

The non-operating costs were $28,195 less than authorized. The general fund
portion which supports grants to community drug abuse programs was fully expended
after the Governor's 2 percent cut of $4,392. The grants from federal sources,
ADMS block grant, were $28,195 less than authorized.
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Current Level Adjustments

Audit fees of $15,600 are included in fiscal 1988 to allow the division to contract
for independent audits of community programs receiving federal block grant funds.
Insurance costs increase $457 based on quotes from the Tort Claims Division of the
Department of Administration. Honorariums have been increased a total of $125 for
seven regular advisory council meetings per year. In-state travel has been increased
$1,332 to allow travel required to conduct evaluations when fully staffed. Payroll
service fees have been decreased $743 based on the State Auditor's quote while the
division's share of building rent decreases $1,733. Expenses in the other expense
category have been reduced $795 to the fiscal 1986 authorized level.

Equipment includes $3,000 in each fiscal year to purchase alcochol and drug
treatment and prevention films to add to the film library. This will add six films
each year to the library. Treatment programs as well as schools, churches, civic
organizations, and the general public have access to these films.

As Table 5 shows, the non-operating expenses are comprised of three programs:
the distribution of liquor tax earmarked for counties, the general fund portion of the
discretionary drug grants to state approved programs, and the federal block grant
portion of both alcohol and drug discretionary grants, as well as federal block grant
used for the liquor tax shortfall.

Table 5
Alcohol and Drug Abuse Non-Operating Costs
———————— Fiscal 1988 - - - -~ = - - - - - - -~~~ -Fiscal 1989 - - - - - - = -
General Block General Block
Grants _Fund_ Alcohol __Grant Total _ Fund  Alcohol Grant Total
County Payments $ -0- $1,589,695 $ 156,85¢ $1,746,549 $ -0- $1,659,207 $ 156,854 $1,816,061
Discretionary -0~ -0- 392,126 392,126 -0- -0- 392,126 392,126
Non-Discretionary -0- ~-0- 124,500 124,500 -0- -0~ 124,500 124,500
Drug Programs 215,200 -0~ 405,885 621,085 215,200 _ -0- 405,885 _ 621,085
Total $215,200 $1,589,695 $1,079,365 $2,884,260 $215,200 %$1,659,207 $1,079,365 $2,953,772

Only two programs, the general fund portion of the discretionary drug grants
and the federal block grant funds, are reflected in the main table and comparison
table. The liquor tax earmarked for counties is appropriated in statute, Section
53-24-206, MCA. The table below shows the estimated funds available to fund alcohol
and drug programs in the state with general funds, federal block grant funds and
the alcohol earmarked pass through funds.

D-11
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Table 6
Alcohol and Drug Abuse Division Non-Operating Expenses
‘ Fiscal Fiscal Fiscal % Change
Program 1986 _ 1988 1989 FY86-FY88
Drug Program $ 621,085 $ 745,585 $ 745,585 20.0
Alcobol Program 2,193,338 2,138,675 2,208,187 2.5
Total Program Costs 32,814,423 32,881,260  $2,953,172 2.5
Funding
General Fund $ 215,200 $ 215,200 $ 215,200 0.0
Alcohol Tax 1,574,708 1,589,695 1,659,207 1.0
Block Grant 1,024,515 _1,079,365 1,079,365 5.4
Total Program Funding  $2,814,423  $2,884,260  $2,953,772 2.5

The drug program increases 20 percent from fiscal 1986 to fiscal 1988 as a result
of a one-time grant of $249,000 from the federal government for drug treatment. Only
$124,500 is included each year of the 1989 biennium since the program has two years
to spend the money. These funds were appropriated by congress in separate legisla-
tion from the block grant but are to be distributed through the block grant to the
states. The general fund in the drug program remains at the fiscal 19356 expended
level of $215,200 through the biennium as does the regular block grant funds of
$405,885.

The alcohol program increases 2.5 percent from fiscal 1986 to fiscal 1988. The
alcohol tax increases 1.0 percent from fiscal 1986 to fiscal 1988 while federal block
grant discretionary funds remain the same. The federal block grant funds that have
been used to supplement the declining alcohol tax funds have decreased from $226,504
in fiscal 1986 to $156,854 available for this purpose in fiscal 1988 and fiscal 1989.
Although the division's discretionary grant funds remain at the fiscal 1986 level the
total amount available for distribution to the counties in fiscal 1988 decreases $54,663
then increases $69,412 in fiscal 1989 to $1,816,061 as shown below in Table 7. Table
7 also shows the fiscal 1986 actual alcohol earmarked revenues and expenditures and
the anticipated fiscal 1988 and 1989 revenue and expenditures.
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Table 7

Alcohol Earmarked Revenue and Expenditures and County Distribution

Revenues

Expenses
ADAD Admin
Galen
Forensic Lab
Counselors

Total State Expense

Remaining for County Distrib.

Aleohiol Earmarked
Federal Block Graut

Total County Distribution

Fiscal
1986

$3,716,280

$ 310,528
1,595,609
129,556
105,879

$2,141,572

226,504

Fiscal
/1988

$3,927,828

$ 368,701
1,687,657
143,835

$2,338,133

$1,589,695

156,854

Fiscal
1989

$3,989,696

$ 353,761
1,694,394
143,232

139,102

$2,330,489
$1,659,207

$1,659,207
156,854

The Department uses the earmarked revenues to fund a portion of ADAD admin-
istration, the Alcohol Treatment Program at Montana State Hospital, DUI tests at the
forensic lab in Missoula, and alcohol counselors for Pine Hills, the prison, and Swan
River Forest Camp. The balance is distributed to the counties using the 85/15

formula defined in Section 53-24-206, MCA.

The 85 percent is allocated according to

the county's population in proportion to the state population and 15 percent is
allocated based on the county's land area in proportion to the state total land area.
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CORRECTIONS DIVISION

Actual Appropriated ~ - Current Level - -~ 7 Change
Fiscal Fiscal Fiscal Fiscal 1987-89
Budget Item 1986 1987 1988 1989 Biennium
F.T.E. 91.50 91.50 88.50 88.50 (3.00)
Personal Service $2,103,010 $2,037,162 $2,150,919 $2,151,584 3.9
Operating Expense 1,767,906 1,880,090 1,804,514 1,820,318 (0.1)
Fquipment __ 10,556 _.81,967 34,608 -0- 162.6)
Total Operating Costs $3,861,472 $3,999,219 $3,990,041 $3,971,902 1.3
Non-Operating Costs 2,727 7o __...2,965 B $ 142 ¥ 65.2
Total Expenditures $3,864,199 $3,999,219 $3,997,006 $3,973,443 1.3
Fund Sources
General Fund $3,860,810 $3,996,270 $3,989,206 $3,969,643 1.3
State Special 175 250 1,000 1,000 370.6
Federal Revenue _ 3,214 25699 2,800 - 2,800 (5.3}
Total Funds $3,864,199 $3,999,21 $3,993,006 $3,973,443 1.3

The Corrections Division Administration provides coordination, supervision, and
support to the correctional programs of the state. These programs include Montana
State Prison, Swan River Forest Camp, Pine Hills School, Mountain View School,
Women's Correctional Facility, pre-release centers in Billings, Missoula, Great Falls,
and Butte, Juvenile Aftercare, Parole and Probation and the Corrections Medical
Program.

The main table above includes the Administration Program, Community
Corrections Program and Men's Pre-release Program. The Women's Corrections and
Corrections Medical Program are discussed separately later in this section.

A 1.0 FTE word processor operator and 2.0 FTE administrative clerk II's in the
Administration Program have been deleted after the program used these positions to
meet the budget cuts required by Special Session III. Operating expenses remain at
the same overall level for the 1989 biennium that they were for the 1987 biennium.
Equipment is at a level that is 62.6 percent less than in the 1987 biennium.

The Corrections Division is almost entirely funded with general fund which
increases 1.3 percent from the 1987 biennium to the 1989 biennium. The other funds
in the division include $1,000 each year for donations and $2,800 each year for
interest and income.

Fiscal 1986: Comparison of Actual Expenses to the Appropriation

The following  table compares fiscal 1986 actual expenditures and funding to
allocations as anticipated by the 1985 legislature.

D-14
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EXHIBIT

DATE_Z

09-Jan-87 ALCOHOL, DRUG ABUSE AND MENTAL HEALTH BLOCK GRANT

ANNUAL GRANT AWARD $2,153,000
ONE-TIME FYB7 6% $51,000
DRUG TREATMENT GRANT $249,000
Fiscal

ADAD (42.63%)

Fiscal Fiscal Fiscal Fiscal Fiscal
REVENUE 1984 1985 1986 1987 1988 1989
Unexpended Balance Carry Forward $695,004 $544,211 $332,093 $187,227 $52,341 $161,541
State Fiscal Year Block Grant $906,527 $917,824 $917,824 $917,824 $917,824 $917,824
One-time 6% adm grant $21,741
One-time drug treatment (adad only) $249,000
Total Block Grant Available $1,601,531 $1,462,035 $1,249,917 $1,105,051 $1,240,906 $1,079,365
EXPENDITURES
Operating $53,552 $36,788 $38,175 $0 $0 $0
Non-Operating $1,003,768 $1,093,154 $1,024,515 $1,052,710 $1,079,365 $1,079,365
Total! Expenditures $1,057,320 $1,129,942 %$1,062,690 $1,052,710 $1,079,365 %$1,079,365
Unexpended Balance to Carry Forward $544,211 $332,093 $187,227 $52,341 $161,541 $0
ANNUAL GRANT AWARD $2,153,000 MENTAL HEALTH (57.37%)
ONE-TIME FYB7 6% $51,000
DRUG TREATMENT GRANT $249,000
Fiscal Fiscal Fiscal Fiscal Fiscal Fisca)
REVENUE 1984 1985 1986 1987 1988 1989
Unexpended Balance Carry Forward $640,452 Mbom.qam, $114,017 $2,772 $2,772 $16,016
State Fiscal Year Block Grant $1,219,973 $1,235,176 $1,235,176 $1,235,176 $1,235,176 $1,235,176
One-time 6% adm grant $29,259
One-time drug treatment (adad only)
Total! Block Grant Available $1,860,425 $1,643,922 $1,349,193 $1,237,948 $1,267,207 $1,251,192
EXPENDITURES
Operating $179,133 $198,573 $0 $0 $0 $0
Non-Operating $1,272,546 $1,331,332 $1,346,421 $1,235,176 $1,251,191 $1,251,192
Total Expenditures $1,451,679 $1,529,905 $1,346,421 $1,235,176 $1,251,191 $1,251,192
Unexpended Balance to Carry Forward $408,746 $114,017 $2,772 $2,772 $16,016 $0




DEPARTMENT OF INSTITUTIONS - ALCOHOL AND DRUG ABUSE DIVISION

PERSONAL SERVICES

Executive FTE

LFA Current Level FTE

Difference

Executive
LFA Current Level

Difference

-------- Personal Services Issues

282,431

1. The Executive budget deletes a 1.0 FTE administrative officer position
that remains in the LFA current level costing $26,166 in fiscal 1988

and $26,130 in fiscal 1989.

2. Committee Issues

Committee Action

OPERATING EXPENSES

Executive
LFA Current Level

Difference

1988

$104,838

106,079



- - - - - - e - - - Operating Expenses Issues - - - - - - - - - -
1. The primary difference in operating costs results from $1,364 more
- travel in each year of the biennium included in the LFA current level
than in the Executive Budget.

2. Committee Issues

Committee Action

EQUIPMENT 1988 1989
Executive $3,000 $3,000
LFA Current Level 3,000 3,000
Difference $_-0-_ $_-0-_

1. N/A

2. Committee Issues

Committee Action




GRANTS

Executive

LFA Current Level

Difference

1988 989
$1,133,024 $1,133,024
1,294,565 1,294,565
$_(161,541 $_(161,541)

1. . The Executive budget is $161,541 under the LFA current level each
year of the biennium. This difference results from: 1) an additional
one-time grant of $21,741; 2) a one-time federal grant of $249,000;
and 3) an unexpended balance carry forward of previous federal
grant awards of $52,341 at the end of fiscal 1987.

table)

2. Committee Issues

(See attached

Committee Action

FUNDING

General Fund
"Alcohol
Federal SSI
Federal Block

Total

------ 1988 - - - - -
Executive LFA
$ 215,200 $ 215,200
342,255 368,701
22,489 22,489
917,824 1,079,365
$1,497,768 $1,685,755

Executive

$ 215,200
327,371
22,489

917,824

$1.482,884

$ 215,200
353,761
22,489

1,079,365



--------------- Funding Issues - - - - - - - - - - - - -

1. As explained in the issue under grants above, the Executive budget
includes less federal block grant than LFA current level.

2. Committee Issues

Committee Action

KW1:kj:adad.
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STATE CAPITOL
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JUDY RIPPINGALE -
LEGISLATIVE FISCAL ANALYST

September 4, 1986

TO: Legislative Finance Committee
FROM: Keith Wolcott, Senior Fiscal Analyst -
Jim Haubein, Principal Fiscal Analys crlo.,zbw

SUBJECT: Vacancy Savings Study

The 1985 legislature, through House Joint Resolution 43, requested
the Legislative Finance Committee to study vacancy savings. Housé Joint
Resolution 43 requires fhé committee to:
1. Study the use of vacancy savings in setting funding levels for
o é‘overnment 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 thé difference in dollars between the full cost and
the actual cost of all authorized positions for abbudget period. Vacancy
savings is utilized in budgeting to more accurately reflect the amount
needed to support or fund sfaff. 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

v occur in two ways:



_ a”; Position vacancy during the normal time it takes to recruit

a new employee. Also referred to as "natural" Vacahcy

"_s'_g_vings.

b. Position vacancy during the period the pdsiti&n is held open
by management fo save funds to remain within the budget.
“Also referred to as "forced" vacancy saﬁ'ngs.'

" ‘nForced" vacané& 'séifings"'i‘s thé intentional creation of
'vacancy savings for the express purpose of saving financial
resources. Vacancy savings may be "forced"b in a number of
ways for a variety of reasons. - The folloWing""Vi‘lliistfates
some of the methods used to "force" or create vacancy
savings: T
i, Hold vacant positions open until the required dollars

* are saved.

i, Dowxl'g;réde a position(s) to a lo'wér-'grade.'
iii. Volﬁntary 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

terminated.

Negat'ive‘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 hard recruiting situation results when there are

few "or no qualified applicants for the job classification to be

filled. This may also occur when the pay level for a particular

job classification in state government falls below a comparable

position outside of state government.

Termination Pay’ - Separation pay for those employees terminat-

ing. "This separation pay is fdr:~

a. Unused annual leave pa’yable at 100 percent of the hourly
wage at the time of termination.

b. Unused sick leave at 25 percent of the total accrued pay-
able at the hourly wage at the time of termination.

Position Upgrades/Downgrades - All upgrades, either agency

requested or classification upgrades approved by the personnel

~ division through the appeal process, during an interim must be

abhsorbed by the agency. Upgrades increase the cost of au-
thorized positions. 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

S

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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gunvral exception to the spplicativn of vevsncy sevings wueis the wniversity
system, The feaulty of the university wystems did not huve u vacancy
suvings fuctor spplivd although noen-fsculty stuff did.

The 1982 legislature wpplivd vesency savings for the 1083 bvivunium by

regducing budgets 10 the genersl appropristion bl sppruxtiately 1 percent.
In wddition, the appropriation te the Uovernor's Office for the psy plan
wus 9.9 percent of the wrwunt required to fully tund the puy plen, The
(oliowing excerpt from the Office of the Leygislative Fiscal Anuyut's "Ap-
propetations Hepurt” describes what ocourred.

Agutiuy budguts {n House BIl} 500, the gunurel spproprie-
tons ect of 1981, contulned funds for thy bhuse level personsl
survices bafore pay redees, Ouly asbout 1 poreent vaecsicy
suvinge had been taken out of the personel eurvicss
appropriutions in House Bili 230, The leglelature twk « 3
purcent vucsncy savings ss o normal aversgo for the stutu und
anothur § percent which cuuld be sccomumoedeted by Governor
dchwinden's 1 puicont cutbeck of stete employves. Thurlore,
part of the pay plan cost wea alrvady funded in House Bill 500,

The wxucutive cuncurred that they could fund the stute pay
plan us pravented n House BIl 840 fur non-leglelative aguncivs
and would not present any supplenentel sppropristion requost tu
the Juglslature busad on pey plen fuctors, An wdditionsl $1.6
nillllun wus approprlated 1o the Offtce of Budprot and Progrn
Planning for teactnng faculty at the slx unfvarsities and colleygu
undtn, This v u contingency appropriution o by disbhuraed to the
amvarsity unite only If and o the extent 30 pepcent vecaney
avings s not rualaod,

With ) parcent vacancy savibgs applied te pursonal service budrets
caa b S percant reduction to the pay plan, the nel vacane, savingn
Pt npplicd 1o the 1933 bleanium wppropeiutione be 4.4 percent for el
ivns wast 4.0 purcent ter flocal 1983 fur wll aguncles excopt the university
systoor who had just the 3.5 percent upplied In the pay plawi. However,
oo midlbon was appropristed in the pay plan as a4 continguncy for the
watvernity  tuculty., The voeationul technical  conters  and  connaunity
culligos weree fundoed antleely, Including pay rulsvn. within the Kenerel

sppropriatione wet with no vacancy savings spplivd, Table 1 tHuastratus un
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example of the vacancy savings applied to a regular state ¢mployee using a

single position at grade 12.

Table 1

Calculation of Vacancy Savings Rate for the 1983 Biennium

Year

1981 Pay Matrix
1982 Pay NMatrix
1983 Pay Matrix

- em em wm em w8 wma s an e e = w= wm ew e e

1982 Pay Matrix
1981 Pay Matrix

Pay Matrix Increase
1981 Pay Matrix

Grade/Step Salary
12/6 "$16,240
12/7 18,140
12/8 20,244

$18,140

16,240

$ 1,900 - (18,140 X .035)

Fiscal 1982

$16,240 X .99 =

Total Salary Funded for Fiscal 1982 °

-$20,244
16,240

1983 Pay Matrix
1982 Pay Matrix

Pay Matrix Increase

1981 Pay Matrix

Total Salary Funded Fiscal 1983

$ 4,004 - (20,244 X .035)

$

Fiscal 1983

i

Percent

Change

. Pay Plan Bill
"Approp. Bill

Pay Plan Bill
Approp. Bill

Comparison of Salary Funded to Pay Plan

Fiscal Salary
Year Funded
1982 $17,343
1983 19,374

Pay
Matrix

$18,140

20,244

Percent
Funded

95.61
95.70

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

The 1983 legislature 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' authorized at an average of 4
peréent each year of the biennium .but oniy $9.7 million of‘pay 'plan fund-
ing was appropz_'iated. for the biennium. .T’he balance needed for thé pay
plan had to Be achleved »ﬂilrc;ug'h _v:a:é.ancy‘vsavi'ng‘s bgﬂ'enerated by the
agencies. - -

The following exce_zrp’t from the Office of the Legislative Fiscal Ana-
lyst's "Appropﬁatioﬁs Report" explaix.1s -the proces.sb ﬁsed 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 langnuage 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,

Ini 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

. _6_



the need for $600,000 to assist small agencies where wvacancy

" savings and other cost cutting measures do not offset the cost of
pay plan Increases. The remaining $5.6 million in the appro-
priation has tentatively been allocated by the Governor's budget
director to agencies 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

factox: to most state agencies with more than. 20 full-time 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
oceurs in prison guards, no vacancy savings is realized. Prison posting of
the on-duty guards requires that all posts are covered, If a vacancy
occurs, a substitute must occupy 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 sﬁrvey was sent to 32

agencies within Montana.



OUT-OF-STATE SURVEY

Cf the 49 states surveyed, 34 responded. The out-of-state survey ’
asked each state:

1) Do you apply vacancy’ saviﬁgsi

2) if not, describe how you budget personal services;

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

4) list the advantages and disadvantages of your state's method.
The responses to these q“uestion‘s are discﬁssed below.

1. DOES YOUR STATE ACCOUNT FOR VACANC& SAVINGS IN THE
BUDGFTING/APPROPRIATION PROCESS" |

Do Not Apply Apply Inconclusive
Arkansas Alaska Idaho
Indiana ’ - * Arizona -7 Kentucky
Michigan E Florida Nebraska
Missouri - Hawaii - - New York
North Carolina Kansas Tennessee
North Dakota o Louisiana

Ohio Maryland

Oregon _ 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 DOES NOT ACCOUNT FOR VACANCY SAVINGS IN
THE BUDGETING/APPROPRIATION PROCESS, PLEASE DESCRILE YUUR
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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geting with a budget base-year using all authorized pocitions to which a

legislatively deéfermined 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 item "personal ‘services in the
'appropriation act with unexpended béianceé autbfnéii(;ally revert-
ing or lapsing at the end of the- éppropriati-on periokd. o
Indiana, in addition to the above, maintains a contingency fund
for valid problerhs experiencéd by the agencies. - |
Michigan appx'opriates personal serviées as p‘a-rt of ;che total
lagency appropridtions; th:erefore, ‘the actual. vacéncy saving
realized either becomes part of the‘ reversion or is used for

other expenditures.

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

The responses to: item 3 mayAbe 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-—b

tion did not specifically address a policy or process.

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

disadvantages.



Category 1: Historical Experience

There are 12 respondent states; Arizona, Florida, Hawaii, Kansas,
Louisiana, Mapsland, Minnesota, Mississippi, New Jersey, Rhode Island,
Texas, and Vermont, who apply vacancy savings _usin.g a historical analysis
with ‘subjec,;tive 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.
The'legislature thén will make any adjustments they determine appropriate.
The reméining eight states in this category apply vacancy savings rates to
the agency budgets during the appropriation process using historical
experience. Adjustments to the experienced factors 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 abnormally high vacancies to be
maintained. |

The advantages listed by these respondehts are:

1. The dollars 'éaved 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 flexibility. allows the legislature and the state's adminis-
tratofs tc apply both objéctive and subjective criteria on estab-
lishing and adjusting vacancy savings factors.

4. Personal services apprbpriations 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. No disadvantages.
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