MINUTES OF THE MEETING

GENERAL GOVERNMENT AND HIGHWAYS SUBCOMMITTEE
50TH LEGISLATIVE SESSION
HOUSE OF REPRESENTATIVES

The meeting of the General Government and Highways
Subcommittee was called to order by Chairman Rehberg
on January 19, 1987 at 8:00 a.m. in Room 132 of the
State Capitol.

ROLL CALL: All members were present except Sen. Stimatz,
who was excused. Also present were Flo Smith, Budget
Analyst, from the Office of Budget & Program Planning
(OBPP) and Pam Joehler, Senior Fiscal Analyst, from the
office of the Legislative Fiscal Analyst. (LFA)

Tape 31A:0.10

DEPARTMENT OF ADMINISTRATION

Flo Smith presented the budget for the OBPP. The four
percent vacancy savings was applied to all positions
within the department except the three State Tax Appeal
Board members. The unfunded pay plan and sixty percent
of the June 1986 Special Session five percent reductions are
reflected in the 88 and 89 budgets. The department
eliminated fourteen positions for an annual savings

of $303,000 and operational costs reductions are $789,000.
In total, this amounts to an annual reduction of $1,092,000.
The budgeting for building rent and grounds maintenance

is consistent with the way it has been handled in other
departments. - The OBPP did not support a networking

system that was installed within the department, referred
to as DISOSS. They felt this was above negotiated agree-
ments with ISD in regard to computer costs. The OBPP

also felt that $550 per personal computer for maintenance
was high. They allowed $250 per computer.

Director's Office - Exhibit No. 1

Ms. Smith continued her presentation. The eight FTE

level remains constant from the 87 biennium. They
requested approximately $304,000 each year of the bi-
ennium, approximately $255,000 is general fund and

$49,000 is proprietary. She told the committee there

was an error on the comparison sheets. The four percent

- vacancy savings was not properly applied and the general
fund is stated incorrectly. The proprietary fund supports
the legal unit attached to the Director's Office. There
is no equipment request.
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Governor Elect - Exhibit No. 2

The request is for $25,000 in general fund for FY 89 and
is required under Section 2152215 of the Codes.

Pam Joehler presented the budget for the LFA. (Exhibit

No. 3) The OBPP recommended three FTE and approximately
$4,000,000 more total funds in the 89 biennium than the

LFA. This is attributable to eight modified recommendations
and other adjustments which add seven FTE and $7,000,000
which is offset by recommendations included in the LFA
analysis which reduced FTE by four and total expenditures

by $3,000,000.

The modified requested by the agency and recommended by -
the OBPP is shown in Table A on page A-199. Trure are
two general fund modifieds, one in the State Tax Appeal .-
Board and the other in the Investment Division.

ids. Joehler said another difference is attributed to the
recommendation by the OBPP of higher operating costs,
totaling approximately $2,900,000. This is composed of
almost $600,000 for higher contracted services, $1,350,000
for higher goods for resale and $960,000 for other operating
costs. In regard to the networking system, the LFA under-
stood- that tae director required each division to have a
personal computer to ke hooked up to DISOSS. The computer
maintenance costs were estimated for personal computers

at $500. The LFA provided a two percent increase in total
expenditures in the 89 biennium for the Director's Office.
Current level adjustments included $2,156 for increased
insurance, computer communication and maintenance contracts.

There are two major differences in the two budgets. The
OBPP included $1,300 for overtime in the 89 biennium and
the LFA did not. The second difference is in the funding
for the legislative members for the Capital Finance Ad-
visory Council. The OBPP included $1,388 each year for
per diem and travel for two legislative members to attend
four meetings each year. The LFA included $390 for travel
each year for two legislative members to attend two meetings
each year. $100 per year should be added to the LFA for
per diem. With this correction, the LFA had $1,796 less
in the 89 biennium. With the OBPP correction on funding,
there was very little difference in the two budgets.

Ms. Joehler took vacancy savings on the legal staff which
.53 supported from the proprietary fund. Ms. Smith had
corrected that.
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Ellen Feaver, Director of the Department of Administra-
tion, gave an overview of the department. (Exhibit No. 4)
She outlined the goals of the department and highlighted
changes or current projects that are cost effective and
time saving. (Exhibit No. 5 shows the General Fund Full
Time Equilvalents within the department; Exhibit No. 6
shows the organizational structure of the department).
Most of the department is funded with proprietary funds.
(Exhibit No. 7 defines proprietary fund).

Two proposed changes within the department are to move

the Tramway Advisory Council to the Department of Commerce
and the proposed consolidation of the Board of Investments
and the Montana Economic Development Board, transferring
the functions to the Department of Commerce. Ms. Feaver.
requested the committee postpone final action on the

Board of Investments as they are now trying to put together
a budget for this combined board for the Department of
Commerce.

The committee discussed the possibility of hearing the
budget for the Department of Administration first in the
future as it reflects on all other agency budgets.

Ms. Feaver addressed the modifications. She said the
largest ones are in ISD for computer processing where

they anticipate additional growth. 1In Central Mailing,
they requested two FTE. Ms. Feaver said the savings in
mailing is realized through volume and agencies considering
withdrawal from Central Mail should look into the cost of
personnel, equipment, etc. She said the larger agencies,
such as the Department of Revenue, help to get the bulk
rate for the smaller agencies. The $50,000 requested by
the Public Employees Retirement System will be used to
rewrite software dealing with their contribution and

. refund systems. System Development requested authority

to hire outside contractors, but not to include it in

their current level. The department also requested addi-
tional spending authority for telephone equipment maintenance
as pass-through. '

In the coming biennium, there will be a change in the
Social Security Program, which is a part of the Public
Employees Retirement System. Beginning in 1987, the local
governments will remit directly to IRS. The proposal
provides funding of the Public Employees Retirement
Program out of interest earned on contributions to the
fund.
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31B:22.30

Ms. Feaver addressed the budget for the Director's Office.
Her biggest concern was the funding for the two legisla-
tors on the Capital Finance Advisory Council. She said
this Council had played an important role in state finance
in the past two years and the funding for two legislators
to attend meetings was very important. She requested

the $200 per diem for four meetings and $694 for travel
costs for each year of the biennium be added to the LFA
recommendaticn.

Centralized Services Division - Exhibit No. 8

Flo Smith presented the budget for the OBPP. The autho-
rized FTE level was 15 for the 87 biennium. ‘A .25 FTE

was transferred to the Personnel Division and a .25 FTE
was eliminated, bringing the total to 14.5 FTE for the 89:
biennium. Audit fees amount to $9,428 in FY 88. One
position, plus operational costs associated with that
position, are supported by the Investment Division through
the proprietary account. There was an error made in
trying to take all of the vacancy savings out of the
general fund rather than the four percent against the

one position funded from the Investment Division. General
fund requested amounts to approximately $418,000 in FY 88
and $409,000 in FY 89. Approximately $30,000 each year
would come from the Investment Division proprietary account.

Pam Joehler presented the budget for the LFA. The
current level provided a one percent decrease in the 89
biennium. The FTE level was reduced .5 to reflect the
agency's reduction through the pay plan shortfall. Audit
costs decreased significantly between bienniums while
other operating cost increases offset the audit savings.

32A:0.13

Karen Munro, Administrator of Central Services Division,
gave a brief overview of the operations and staff. _
(Exhibit No. 9) She addressed the budget differences.
(Exhibit No. 10) She requested reconsideration of
additional photocopying money in FY 89. These costs are
in direct relationship to the legislative session.

There was discussion regarding the job share positions
and the costs relating to full insurance benefits for
these positions. Sen. Keating requested information
be furnished the committee. (Flo Smith will make this
information available to the committee).
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Sen. Gage requested information regarding the grievances
handled by this division in a year.

Chairman Rehberg requested a written job description of
the two positions in the personnel office. (Exhibit No. 11)

Accounting Division - Exhibit No. 12

Flo Smith presented the budget for the OBPP. The FTE
level authorized for the 87 biennium was 12.5. A .25 FTE
was transferred to the Personnel Division. A .25 FTE
accounting clerk position was eliminated. This position’
was used at year end as temporary help. The division
will be implementing offsite printing for approximately
fifteen agencies at an estimated savings of $15,000
annually. The OBPP included an increase in supplies

for agencies doing their own printing. The Department

of Institutions rejected the proposal and requested

the $1,500 be added back to compensate for the difference.
Audit costs for the biennium are included in FY 88.
Equipment amounted to $200. Funding is general fund

in FY 88 amounting to $835,000 and in FY 89, $828,000.

Pam Joehler presented the budget for the LFA. The
current level provided a 3.8 percent decrease in the
8§8-89 biennium. - The agency deleted a .25 FTE. The LFA
also eliminated the ISD SBAS Key verification contract.
Ms. Joehler addressed the budget differences. The OBPP
is $87,500 higher in the biennium, with the majority
being in contracted services. The OBPP recommended

the budget reflect a nine percent annual increase for
microfiche services due to growth. The LFA maintained
this expenditure at the 86 base. The OBPP also recommended
growth in computer processing costs. Again, the LFA
maintained this expenditure, with the exception being
the adjustment identified by ISD of $4,000 a year.
Other than that adjustment, growth was not budgeted in
the LFA. The LFA also continued printing costs at the
86 level while the OBPP increased these costs in FY 88
only to purchase forms.

(26.43)

Kathy Fabiano, Administrator of the Accounting Division,
- gave an overview of the functions of the division.
(Exhibit No. 13) She addressed the budget differences.
(Exhibit No. 14) \ '
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Ms. Fabiano said that every bill creating a new account
increased their costs. Chairman Rehberg requested a
breakdown of the printing costs of the hard copy.

She told the committee that in the past the division
got an inflation factor on the computer processing budget
and never realized that inflation. So, in fact, the
costs decreased and they were able to accommodate the
growth without requesting an increase in their base.
However, in the next biennium, this savings will not

be realized as the ISD anticipated rate reductions

are now built into the budget. (Exhibit No. 15 shows
statistics reflecting the growth in state accounting
activities from FY 84 through FY 86)

The committee recessed at 10:00 a.m.

The committee reconvened at 10:15 a.m.
Sen. Gage was excused to introduce a bill.
The committee discussed the exhibits.

Sen. Gage returned to the meeting.

Ms. Fabiano addressed the modification. The division
requested an additional $25,000 in FY 88. The division
is responsible for the. preparation of a statewide
indirect cost allocation to be used when agencies nego-
tiate an indirect cost rate for federal funds. These
costs are included in their indirect cost plan and
costs incurred to the general fund are recovered.

In the last fiscal year, Montana recovered $410,000
from the federal government and deposited this amount
to the general fund as revenue:. This $25,000 will be
used to hire a firm on a contingency basis and to
prepare the Montana Statewide Cost Allocation Plan for
FY 88. They will charge the $25,000 only if Montana
recovers an additional $25,000 as a result of the re-
vamping of the existing plan. This would be put out
for bid, but the spending authority is necessary in order
tO sign a contract. : \

“Purchasing Division - Exhibit No. 16

Flo Smith presented the budget for the OBPP. This
division was authorized 16.5 FTE for the biennium.
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During FY 86, the division transferred a .25 FTE to the
Architecture and Engineering Division, which was re-
turned in FY 87. 1In FY 87, the division transferred a
full position to Architecture and Engineering. They

have also reduced a .5 FTE as part of the pay plan short-
fall, which brings them to the 15 FTE level. Half of

the division administrator's position is included in

this budget. The other half is in the Property and
Supply Division. The agency requested approximately
$467,000 in general funds for each year of the biennium.

Pam Joehler presented the budget for the LFA. The
budget increased 2.3 percent from the 87 to the 89
biennium. The half-time management analyst position
deleted in FY 87 was continued. The annual increases .-
of approximately $4,000 over the base year were provided
for insurance, computer maintenance costs and computer
charges. Overtime costs and health insurance costs
included in the OBPP budget account for the difference
in the personal services category. The LFA included
$519 less for vacancy savings. The OBPP is higher

in contracted services and supplies as they allowed
increased expenditures for education and training and
increased microfilm services. The LFA left these
expenditures at the 86 level. The OBPP is also higher
in the communication category. : :

(7.11)

Mike Muszkiewicz, Administrator of the Purchasing Division,
gave an overview of the division. (Exhibit No. 17)
He addressed the budget differences. (Exhibit No. 18)

Rep. Quilici questioned the over-expenditure in personal
services due to upgrades. Mr. Muszkiewicz stated the
only upgrade was in the position of a purchasing agent.
There were two downgrades. When he transferred from
another agency, he was at a higher step level and that
accounted for part of that increase.

There was discussion regarding computer purchases,
the delegation of workload to other agencies and

the cost effectiveness 0f rules or statutes that per-
tain to purchasing. Mr. Muszkiewicz stated he felt
the preference legislation cost the state money.
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There was discussion regarding the elimination of mid-
management positions and the problems involved.

When asked by Sen. Keating why they were funded with
general funds, Mr. Muszkiewicz said they do this as

a service to other agencies to decrease their costs.
It would be difficult to pass those costs on to

these agencies on a fee or percentage basis. Ms.
Feaver stated she believed the purchasing function to
‘be a compliance function and created a fair atmosphere
for vendors. There are some state agencies not using
this service at present.

Chairman Rehberg opened the meeting to the public.
(19.55)

Mr. Terry Wahl, member of the Big Sky Public Purchasing
Association, addressed the committee. (Exhibit No. 19)
The purpose of the association is to support cooperative
governmental purchasing in Montana. He stated they
supported volume purchasing which would yield greater
savings, thereby reducing the cost to everyone. He told
the committee the association conducted a survey of
various city, county and school officials in November
and the response was good to this idea.

Mr. Muszkiewicz said the department would support this
program, but they are not going to advocate it or ask
for a modified to support it.

Mr. Wahl stated those responding to the survey had, for
the most part, indicated they would support a fee. He
felt the state would realize increased savings in
purchasing as a result of the increase in volume from
other governmental sources.

ADJOURNMENT: The meeting adjourned at 11:45 a.m.

DE-- W

Dennis R. Rehberg, Chalr

Attached and made a part of these minutes is Memorandum
from Kathy Fabiano, Administrator, Accounting Division
to Subcommittee members, dated January 21, 1987

" Attached and made a part of these minutes is Statewide
Information System Plans
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DEPARTMENT OF ADMINISTRATION
COMP A= {>ON OF EXECUTIVE BUDGET AND LFA CURRENT LEVEL

FTE - - - - - - Biennium - - - - - -
FY '89 General Fund Total Funds
Executive Budget \ 413.09 $8,115,066 $74,051,451
LFA Current Level 410.09 17,509,699 69,983,278
Executive Over (Under) LFA __3.00 $__605,367 $ 4,068,173

The executive recommends 3.0 FTE and $4,068,173 more total funds for the
Department of Administration in the 1989 biennium than is included in the LFA
current level. This is attributable to 8 -modified recommendations and other
adjustments adding 7.0 FTE and $7 million offset by recommendations which reduced
FTE by 4.0 and the total expenditures by $3 million.

ISSUE 1: MODIFIED REQUESTS

The executive has recommended approval of eight modified requests totaling $3.8
million. The FTE and fiscal requirements of each modified request are summarized
below in Table A. None of these modified requests are included in the LFA current
level.

Table A
Modified Requests Recommended by the Executive
1989 Biennium

FY 89 General Other © - Total

Division ~ FTE _Fund _ Funds Funds
1. Information Services Division

Central Computer Operations 0.0 $ -0- $ 971,000 $ 971,000
2. Information Services Division

System Development 0.0 -0- 250,000 250,000
3. Information Services Division N

Telecommunications 0.0 -0- 815,352 815,352
4. Mail and Management 2.0 -0- 831,898 831,898
5. Investment Division ’ '

Portfolio Managers 2.0 -0- 133,668 133,668
6. Investment Division

Link Deposit Program 0.0 $500,000 -0- 500,000
7. State Tax Appeal Board 0.0 271,084 -0- 271,084
8. Public Employees' Retirement 0.0 - -0- ~ 50,000 50,000
Total Modified Recommendation 4.0 $771,084 $3,051,918 $3,823,002

A-199
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ISSUE 2: EXECUTIVE RECOMMENDS HIGHER OPERATING EXPENSES

The executive has recommended higher operating expenses than LFA current
level in 14 of the department's programs. A total of approximately $2.9 million is
included in the executive recommendation for higher operating expenses. This is
composed of approximately $575,000 for higher contracted services, $1.35 million for
higher goods for resale, and $960,000 for other operating expenses. The current
level budget adjusted base year operating expenses only when the agency could
justify or document the need for increased operating expenses in the 1989 biennium.

ISSUE 3: TRANSFER APPROPRIATION AUTHORITY

LFA current level includes $2.6 million transfer appropriation authority in two
programs, general services and tort claims, which is not included in the executive
recommendation. In order to comply with generally accepted accounting principles,
the department issued a management memo in fiscal 1986 directing agencies to transfer
non-proprietary funds used to support proprietary fund operations into the
proprletary fund so that all expenditures would appear on the accounting system as
coming from the proprietary fund.

In order to comply with this management memo, the general services d1v1510ns
and tort claims division sought and obtained a temporary appropriation ‘through
administrative appropriation authority. The current level budget includes the
transfer authority while the executive budget does not have this transfer authority.

The Budget Analysis attempts to reflect the general operating procedures of the
state as well as the policies of the legislature when presenting its current level
budget. ,

ISSUE 4: EXECUTIVE DELETES SOCIAL SECURITY PROGRAM IN PUBLIC EMPLOY-

EES' RETIREMENT DIVISION
The executive has recommended four FTE and $158,000 be deleted from the
public employees' retirement division in the 1989 biennium as it expects the Social
Security Administration to amend the existing federal/state agreement removing the
responsibility of collecting state and local government social security contributions
from the division.

The current level budget did not remove the FTE as the future of the social

‘security program was uncertain at the time the analysis was compiled. The four FTE

are in LFA current level funded from the investment earnings of the division.

A-200
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DEPARTMENT OF ADMINISTRATION

Actual Appropriated - - Current Level - - 7 Change
Fiscal Fiscal Fiscal Fiscal 1987-89
Budget Item . 1986 - 1987 1988 1989 Biennium
F.T.E. 419.30 414.09 406.09 410.09 (4.00)
Personal Services $10,494,831 $10,790,139 $10,702,433 $10,791,420 1.41
Operating Expenses 18,090,145 20,391,312 18,787,431 19,152,478 (1.41)
Equipment 1,828,450 | 1,944,391 1,336,533 1,126,483 (3¢.72)
Total Operating Costs $30,413,1026 $33,035,842 $30,826,397 $31,070,381 (2.65)
Non-Operating Costs 2,985,177 2,520,780 4,044,546 __ 4,041,954 46.87
Total Expenditures $33,398,603 $35,556,622 $34,870,943 $35,112,335 1.49
Fund Sources
General Fund $ 3,706,889 $ 3,710,456 $ 3,750,838 $ 3,758,861 P 1.25
State Special 843,128 895,448 842,269 843,342 (3.05)
Other 28,848,586 30,950,718 30,277,836 30,510,132 1.65
Total Fund $33,398,603 $35,5656,622 $34,870,943 $35,112,335 1.49

The primary goal of the department is to provide services to state agencies in
the areas of accounting, financial reporting, insurance, communications, data process-
ing, personnel management and labor relations, purchasing, printing, mail and mes-
senger, and records management. :

The department also administers the Long-Range Building Program, State Em-
ployee Group Benefits Program, and various state retirement programs.

Functions attached to the department for administrative purposes include the
Board of Examiners, State Tax Appeals Board, Workers' Compensation Court, Board
of Investments, Public Employees Retirement System,. and Teachers' Retirement
Division. :

The current ievel budget provides an overall 1.5 percent increase in total
expenditures from the 1987 biennium to the 1989 biennium. Overall FTE decreases a
net 4.0 between fiscal 1987 and 1989. Decreases totaling 8.0 FTE appear in
accounting (0.25), architecture and engineering (0.25), information services (1.25),
general services (0.75), purchasing (0.50), centralized services (0.50), investments
(2.5), personnel (1.5), and tort claims (0.50). Offsetting increases appear in
information services (3.0) and personnel (1.0). '

Personal services increase 1.4 percent as the 1989 biennium salaries are based on
the fiscal 1987 pay matrix and fiscal 1986 vacancy savings exceeded budgeted vacancy
savings by approximately $197,000.

A-201
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Non-operating costs include long-term lease purchase costs and accounting entity
; transfers to comply with generally accepted accounting principles. Lease purchase
costs account for $215,866 of the biennial $2,580,543 increase; accounting entity
transfers account for the remainder.

General fund increases 1.25 percent in the current level budget primarily
because the common area allocation funded by general fund in the general services
budget follows legislative intent in the current level budget rather than the actual
expenditure pattern of the department. In fiscal 1986, the agency spent $106,542
less general fund than authorized by the 1985 legislature. General fund also
increases because $25,000 is included in fiscal 1989 for the governor-elect program
required by Section 2-15-221, MCA.

DIRECTOR'S OFFICE

Actual Appropriated - - Current Level - -~ ‘ 7 Change
Fiscal Fiscal Fiscal ‘ Fiscal . 1987-89
Budget Item 1986 _ 1987 19es_ _1989_ Biennium
. - “-.
F.T.E. 8.00 8.00 8.00 8.00 0.00
Personal Service $260,518 $272,705 $276,916 . $276,625 1.8
Operating Expense 23,037 26,965 26,207 27,117 6.6
Equipment ._11,58} i 0 . Sl 1100.0)
Total Expenditures $295,136 $299,670 $303,123 $303,742 L2
Fund Sources
General Fund ' $253,155 $257,695 $254,047 $255,053 (0.3)
Proprietary __ 41,981 41,975 .. 09,076 ..68,689 . 16.4
Total Funds $295,136 $299,670 $303,123 ' $303,742 2.0

The Director's Office supervises and coordinates the activities of the various
divisions within the department and the administratively attached boards and agen-
cies. Services provided by the staff include legal services, management reviews,
assistance in special projects, and assistance to the Board of Examiners.

The current level budget provides a 2 percent increase in total expenditures
from the 1987 biennium to the 1989 biennium. Personal services increase 3.8 percent
as the current level budget reflects the fiscal 1987 salary matrix. Operating expens-
es increase 6.6 percent due to higher expenditures for insurance, computer communi-
cation charges, and computer maintenance costs.

The Director's Office is funded from general fund and from fees charged to
various divisions for legal staff housed in the Director's Office. General fund de-
creases 0.3 percent while the proprietary fund supporting the legal function increases
16.4 percent.
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Fiscal 1986: Compacison of Actual Expenses to the Appropriation

The following table compares fiscal 1986 actual expendltures and funding to
approprlatlonq as aticipated by the 1985 legislature.

Table 1
Comparison of the Appropriation to Actual Expenses - Fiscal 1986

Budget Item Legislature Actual Difference
F.T.E. ' 8.00 8.00 0.00
Personal Service $269,371 $260;518 , $ 8,853
Operating Expense 26,103 23,037 3,066
Equipment 70— 11,581 (11,581

Total Expenditures $295.473 $295.136 $....338,
Funding
General Fund . $253,422 $253,155 $ 2617
Proprietary Funds 42,052 41,981 I

Total Funds $295,474 $295,136 $____338_

Fiscal 1986 actual expenditures were $338 less than authorized by the legislature.
Personal services was $8,853 less than authorized due to 1.0 FTE working three-
fourth time in fiscal 1986. This savings in personal services, together with a
cumulative $3,066 savings in supplies, travel, repair, and other expenses, funded the
purchase of office equipment and a personal computer and related software not re-
quested by the agency nor authorized by the 1985 legislature. :

Current Level Adjustments

The current level budget includes adjustments totaling $2,156 for increases in
insurance costs, computer communication charges, and maintenance contracts.
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Actual Appropriated - - Current Level - - 7 Change

Fiacal Fiscal Fiscal Fiscal 1987-89
Budget Item 1986 1987 1988 1989 Biennium
¥.T.E. 0.00 0.00 0.00 0.00 0.00
Operating Expenses R 39, 20 $25,000 B
Fund Sources |

$25,000

General Fund §

Section 2-15-221, MCA provides that the Department of Administration shall
provide the governor-elect and his necessary staff with suitable office space in the
Capitol Building together with operating expenses for the period between the general
election and the inauguration. The current level budget provides $25,000 in fiscal
1989 for this purpose. y

ACCOUNTING DIVISION

Actual Appropriated - - Current Level - - 7 Change

Fiscal ) Fiscal. . Fiscal Fiscal 1987-89
Budget Item 1986 1987 1988 1989 . Biennium
F.T.E. ’ 12.25 12.25 12.00 12.00 (0.25)}
Personal Service $316,110 $319,516 $323,583 $323,562 1.8
Operating Expense 499,650 489,018 478,141 449,808 (6.1)
Equipment 12,982 —-0- 0= I 1100.0)

Total Expenditures $828,742 $808,534 $801,724 $773,370 _.(3:8)

Fund Sources
General Fund $828,742 $808,534 $801,724 $773,370 (3.8)

The Accounting Division operates the Statewide Budgeting and Accounting Sys-
tem (SBAS) and is responsible for processing and recording the state's financial
transactions. The division also maintains the Property Accountability Management
System which is the state's primary fixed asset accounting system. An annual finan-
cial report of all the state's fmanclal activity is prepared after the close of each fiscal
year by the division.

The current level budget provides a 3.8 percent decrease from the 1987 biennium

to the 1989 biennium. Personal services increases 1.8 percent because the fiscal 1986
appropriation was underspent by $2,970, the fiscal 1987 appropriated amount reflects
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The deadhead fee or the overhead rate could be reduced significantly and still
enable the program to operate at the current level. If the deadhead fee were
reduced to the oxtent of the overcollection, the fee would drop by 95 percent in
fiseal 1988 and b» oliminated in fiscal 1989. 1If the overhead rate were reduced to the
extent of the oveccollection, the rate could be reduced from 17.5 percent in fiscal
1987 to 1.9 percent in fiscal 1988 and 2.1 percent in fiscal 1989.

The general fund impact of the revenue overcollection is approximately $83,850 in
the 1989 biennium.

Option A: Direct the Department of Administration to reduce either the proposed
deadhead fee or overhead rate for the 1989 biennium so that the
expected revenue collection equals the legislatively approved budget.

Option B: Take no action.

TREASURY CENTRAL SERVICES

Actual Appropriated ~ - Current Level - - 7 Change

Fiscal Fiscal " Fiscal Fiscal ~ 1987-89
Budget Item 1986 _ . 1987 _ _ 1988 _1989 Biennium
F.T.E. 164.75 15.00 14.50 ’ 14,50 (0.50)
Personal Service $373,003 $380,133 $386,160 $386,206 2.6
Operating Expense 58,434 74,79 61,918 52,879 (13.8)
Equipment _. 9,638 123 0= _.78- (100.0})
Total Expenditures $441,075 $455,050 $448,078 $439,085 ..o,
Fund Sources
General Fund $413,184 $428,384 $417,114 $408,176 (1.91
Proprietary Funds ..27,891 26,666 .. 30,964 . .30,909 134
Total Funda $441,075 $455,050 $448,078 $439,085 (1.0)

- The Treasury Central Services Division is divided into two functions. The
central services function contains central budget and personnel functions for the
department. The treasury function is the state's central bank. It receives and
disburses funds and monitors the records of accounts for all approved commercial
depositories throughout the state.

The current level budget provides a 1 percent total decrease from the 1987
biennium to the 1989 biennium. FTE was reduced 0.5 in the 1989 biennium to reflect
the agency's reduction for the fiscal 1987 pay plan shortfall.

Personal services increase 2.6 percent from the 1987 biennium to the 1989

biennium due to several factors. Fiscal 1986 expenditures were $6,510 less than
budgeted after vacancy savings and the fiscal 1987 appropriation reflects the $12,175

A-230



DEPARTMENT OF ADMINISTRATION
Page 31

Eliminating this administrative charge from the mail program budget would save
g aPproximately $14,000 of general fund in the 1989 biennium. This savings would come
in the form of lower deadhead rates or a lower administrative overhead rate assessed

~

on all outgoing U.5. mail.

The executive includes this administrative cost in its recommendation; the Legis-
lative Fiscal Analyst excludes this cost.

Option A: Approve the LFA current level budget and direct the agency to pass
- on the cost savings to agencies in the form of either lower deadhead
rates or a lower administrative overhead rate.

Option B: Keep the cost in the mail program hudget but include this reim-
bursement to general services as a revenue in that program, thereby
reducing the rental rate charged to agencies.

Option C: Take no action.

ISSUE 2: REVENUE OVERCOLLECTION

The projected collections from the three revenue sources exceed LFA ‘current
level costs by $142,615 in fiscal 1988 and $155,894 in fiscal 1989. This is based on
the anticipated revenue from "deadhead" fees, overhead rate collections from outgoing
U."7. mail, and the U.S. Postal Service contract compared to the current level budget.
This is detailed in Table 16.

Table 16
Calculation of Excess Revenue in Mail Program
1989 Biennium

FY 87 FY 88 FY 89

Estimated Postage $ 805,222 $ 893,796 $ 992,114
UPS 20,774 20,774 20,774
Total Communications Revenue $ 825,996 $ 914,570 $1,012,888
Overhead (17.5%) 144,549 160,050 177,255
Messenger : 149,352 149,352 149,352
USPS Contract 38,976 38,976 38,976
Total Est. Revenue $1,158,873 $1,262,948  $1,378,471

.LFA Current Level Cost $1,097,894 $1,120,333 $1,222,571
Excess Revenue Over Costs $___60,979 $__142.615 $__155,894

The revenue from the U.S. Postal Service is from a fixed contract so the agency
does not need to collect this from the deadhead fee or overhead rate. However, the
deadhead fee and the overhead rate proposed by the agency collect $298,509 more
revenue in the 1989 biennium than necessary to operate the program. "
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pay plan shortfail. Tre 1989 biennium expenditures reflect 14.5 FTE funded from the
. fiscal 1987 pay matrix. Additionally, the 0.5 FTE reduction between fiscal 1987 au-
thorized and the 1989 biennium produced only a $10,000 savings. Finally, the agency
made a 1.0 FTE into two 0.5 FTE positions, each receiving health insurance benefits.
This added $2,760 to the personal services cost in the 1989 biennium.

Current level operating expenses decrease 13.8 percent from the 1987 biennium
to the 1989 biennium primarily as audit costs will decrease from $36,800 in the 1987
biennium to $9,428 in the 1989 biennium. This $27,372 savings is offset approximately
$6,500 for increased costs for insurance, maintenance contracts, and computer
communication costs. :

, This program is funded from general fund and investment division proprietary
funds. General fund decreases 1.9 percent. The proprietary fund increases 13.4
percent.

Fiscal 1986: Comparison_of Actual Expenses to the Appropriation

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

£

Table 16

Comparison of the Appropriation to Actual Expenses - Fiscal 1986

Budget Item Legislature Actual Difference
F.T.E. . 15.00 14.75 : 0.25
Personal Service $379,513 $373,003 $ 6,510
Operating Expense 85,746 58,434 27,312
Equipment _.2,823 __9,638 _(6,815)

Total Expenditures $468,082 $441,075 $27,007_
Funding
General Fund $440,156 : ~$413, 184 ' $26,972
Proprietary Funds ..21,926 _27,891 .35

______ $441,075 $27,007_

Total Funds $§§§£0§g

Fiscal 1986 expenditures were $27,007 less than the appropriation. Personal
services were $6,510 less than appropriated primarily due to an accounting tech II
position, originally budgeted at 1.0 FTE, being reduced to 0.75 FTE via a program
transfer, and the remaining 0.75 FTE being filled only one-half the time.

Operating expenses were $27,312 less than appropriated with the greatest sav-

ings coming in audit fees. The agency spent only $12,567 of a $36,800 audit appro-
priation. -
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Equipment expenditures exceeded the fiscal 1986 appropriation by $6,815 due to
the agency purchasing a personal computer and related software not specifically
authorized by the legislature.

Current Level Adjustments

The current level budget applies a four percent vacancy savings factor to per-
sonal services for 14.5 FTE. Legislative Auditor fees of $9,428 are included in fiscal
1988 only. Insurance fees paid to the department's tort claims division increase
$3,729 because the vault insurance policy is now paid annually, rather than on a
three-year contract which was last paid in fiscal 1985. Additional fees for computer
charges, totaling $1,560 each year, were added to the current level budget.

BOARD OF INVESTMENTS

Actual Appropriated - - Current Level - - 7 Change

Fiscal '~ Fiscal Fiscal Fiscal - 1987-89
Budget Item . _ 1986 _ ) 1987 1988 1989 Biennium
F.T.E. 19.00 18.50 16.00 16.00 “(2.50)
Personal Service $526,145 $552,477 $522,289 $522,307 (3.2)
Operating Expense 28%,475 217,872 301,530 B 227,363 5.5
Equipment 3,575 __7,200 3,500 __-o- 167.5)
Total Operating Costs $813,195 $777,549 $827,319 $749,670 (0.9)
Non-Operating Costs 71,021 ____-0- 9,190 3,924 86.8

Total Evpenditures $820,216 $777,549 $836,509 $753,59% (0.5)

Fund Sources
Proprietary Funds $820,216 $777,549 $836,509 $753,59% (0.5)

The Board of Investments has the authority to invest state funds in accordance
with Article V1I, Section 13 of the Montana Constitution and Section 17-6-201, MCA.
The investment ataff initiates the investment process for board approval and accounts
for those investments.

The current level budget provides a 0.4 percent decrease from the 1987 biennium
to the 1989 biennium. Full-time equivalent positions decrease by 2.5 FTE. Personal
services decreases 3.2 percent while operating expenditures are budgeted to increase
5.5 percent. The relatively large operating expense increase is due primarily to
fiscal 1988 audit costs being $42,500 higher than the fiscal 1986 audit expenditure.
Equipment expenditures decrease 67.5 percent. Non-operating costs include lease
purchase payments for the board's telephone system and computer equipment. This
program is funded from investment earnings. .
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Actual Appropriated - - Current Level - - 7 Change

Fiscal Fiscal Fiscal Fiscal 1987-89
Budget Item 1986 1987 1988 1989 Biennium
F.T.E. 0.00 0.00 0.00 0.00 0.00
Operating Expenses 80 L $:0: $22,20 et
Fund Sources
General Fund ‘ $-0 80 $25,000

H

(1]
i
(LI}

Section 2-15-221, MCA provides that the Department of Administration shall
provide the governor-elect and his necessary staff with suitable office space in the
Capitol Building together with operating expenses for the period between the general
election and the inauguration. The current level budget provides $25,000 in fiscal
1989 for this purpose. '

ACCOUNTING DIVISION

Actual Appropriated- - - Current Level - - 7 Change
Fiscal Fiscal Fiscal Fiscal 1987-89
Budget Item 1986 1987 1988 1989 Biennium
F.T.E. 12.25 12.25 B 12.00 12.00 (0.25)
Personal Service ) $316,110 $319,516 $323,583 $323,562 1.8
Operating Expense 499,650 489,018 478,141 449,808 (6.1)
Equipment 12,982 . T0- 70 . {100.0)
Total Expenditures $828,742 $808,534 $801,724 $773,370 _.13.8)
Fund Sources
General Fund $828,742 $808,534 $801,724 $773,370 (3.8)

The Accounting Division operates the Statewide Budgeting and Accounting Sys-
tem (SBAS) and is responsible for processing and recording the state's financial
transactions. The division also maintains the Property Accountability Management
System which is the state's primary fixed asset accounting system. An annual finan-
cial report of all the state's financial activity is prepared after the close of each fiscal
year by the division.

The current level budget provides a 3.8 percent decrease from the 1987 biennium

to the 1989 biennium. Personal services increases 1.8 percent because the fiscal 1986
appropriation was underspent by $2,970, the fiscal 1987 appropriated amount reflects
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Fiscal 1986: Comparison of Actual Expenses to the Appropriation

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

Table 1
Comparison of the Appropriation to Actual Expenses - Fiscal 1986

Budget Item Legislature Actual Difference
F.T.E. , 8.00 8.00 ©0.00
Personal Service $269,371 $260,518 $ 8,853
Operating Expense 26,103 23,037 3,066
Equipment -0~ 11,581 (11,581)

Total Expenditures $295,474 $295,136 $....338_
Funding _
General Fund $253,422 $253,155 $ 267
Proprietary Funds . 42,052 _ 41,981 71

Total Funds $295,474 $295,136 $____338

Fiscal 1986 actual expenditures were $338 less than authorized by the legislature.
Personal services was 38,853 less than authorized due to 1.0 FTE working three-
fourth time in fiscal 1986. This savings in personal services, together with a
cumulative $3,066 savings in supplies, travel, repair, and other expenses, funded the
purchase of office equipment and a personal computer and related software not re-
quested by the agency nor authorized by the 1985 legislature.

Current Level Adjustments

_ The current level budget includes adjustments totaling $2,156 for increases in
insurance costs, computer communication charges, and maintenance contracts.
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gether in the same building, the information indicated there were two buildings which
contained sufficient space to accommodate this space requirement.

ISSUE 2: SHOULD THE LEGISLATURE INCLUDE THE VACANT SPACE IN THE

CALCULATION OF RENTAL RATE_ ASSESSED STATE AGENCIES?

Option A: Change the rent calculation methodology to include vacant space in
total square footage for a general fund savings of $142,684.

Option B: Maintain the status quo.

PURCHASING DIVISION -- PURCHASING PROGRAM

Actual Appropriated - - Current Level - - 7 Change

Fiscal Fiscal Fiscal Fiscal 1987-89
Budget Item 1986 ... 1987 _1988_ 1989 Biennium
F.T.E. ‘ 16.25 15.50 15.00 15.00 (0.50)
o
Personal Service $409,059 $356,976 $373,342 $372,902 (2.6)
Operating Expense 83,677 98,980 . 89,127 89,931 (2.0)
Equipment 2,082 B 850 =0~ -0~ 100.0}
Total Expenditures $494,818 . $456,806 $462,469 $462,833 _.123)
Fund Sources
General Fund $494,818 $656,806 $462,469 $462,833 (2.3)

The Purchasing Division includes the Purchasing Bureau and the Property and
Supply Bureau. Fach bureau is presented separately in the Budget Analysis.

The Purchasing Bureau investigates possible sources for products, determines
alternate product possibilities, prepares specifications, and enforces the terms and
conditions outlined in purchase orders issued. The bureau ensures compliance with
purchasing law and rule for agencies with delegated purchasing authority and pro-
vides technical assistance on agency purchases.

The current level budget results in a 2.3 percent decrease from the 1987
biennium to the 1989 biennium. A 0.5 FTE management analyst deleted by the agency
to address the fiscal 1987 reductions was also deleted from current level in the 1989
biennium. Personal services decrease 2.6 percent and operating expenses decrease 2
percent. The purchasing bureau is funded from the general fund.

Fiscal 1986: Comparison of Actual Expenses to the Appropriation

‘The following table compares fiscal 1986 actual expenditures and funding‘ to
appropnations as antxcxpated by the 1985 legislature
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ISSUE 2:_ . VLI\C;[\:\T'F BI’AL}E

In the 1985 -<ession, the legislature did not include vacant office and warehouse
space in the calculation of the rental rate per square foot assessed each state agency
in the capitol complex. The rate proposed by OBPP also does not include vacant
space in jts calculation. The rationale for this approach is that general services still
has to provide some services to unoccupied space, such as heat; therefore, the cost
of unoccupied space has to be horne by occupied space.

There are two fiscal impacts resulting from this method of calculating the rental
rate. These are discussed in this issue.

The first impact is that the rate per square foot assessed state agencies increas-
es when vacant space is not included. This is a function of the formula: ' Total
Costs : Square Footage = Rate Per Square Foot.

Assuming total costs remain the same, increasing the square footage will reduce
the calculated rate and the total general fund used to fund the estimated costs. Con-
versely, decreasing the square footage will increase the calculated rate and the total
general fund used to fund the estimated costs. The fiscal impact in the 1989
biennium of not including the vacant space in the square footage is shown below in
Table 11. o

Table 11
Rate and General Fund Change Resulting from Vacant Space
Inclusion/Exclusion in Rate Calculation
1989 Biennium*

Vacant Vacant
Space Included Space Excluded
Fiscal 1988 Rate $2.59 $2.79
Fiscal 1989 Rate $2.67 $2.89
General Fund Impact to LFA
Current Level Budget $(142,684 _-0-

*Rate and general fund impact calculated with LFA current level budget.

The second impact is that the department of administration has no incentive to
fill the vacant space because all costs of vacant space are recovered through the rate
assessed state agencies. The cost of this lost incentive appears in higher rent paid
to private owners. ’

For example, in the 1987 biennium Information Services Division moved its data
entry personnel into private space owned by the Teacher's Retirement System. The
rental rate in this space is $7.00 per square foot and the space occupied is 2,285
square feet. The additional cost to the state in the 1989 biennium will be $17,891
using OBPP rates. The department of administration provided information during the
budget development process which indicates there is 25,120 square feet of vacant -
office space within the capitol complex. Although not all this space is grouped to-
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Table 13

Comparison of the Appropriation to Actual Expenses - Fiscal 1986
Budget Item Legislature Actual Difference
F.T.E. 16.50 16.25 0.25
Personal Service $396,736 $409,059 $(12,323)
Operating Expense 112,645 83,677 28,968
Equipment _._..850 2,082 _(1,232)
Total Exp. and Gen. Fund $510,231 $494,818 $_15,413_

The fiscal 1986 expendilures were $15,413 less than the appropriation. Personal
services expenditures were $12,323 more than appropriated, due primarily to position
upgrades. Operating expenditures were $28,968 less than appropriated with the major
cost savings in contracted secretarial services, computer processing and system
development fees, microfilm services, and education and training fees. Supplies and
communication expenses were less than anticipated while travel and repair costs were
higher than expected.

Current Level Adjustments

The current level budget allowed the following major adjustments: (1) $178
each year for increased insurance costs; (2) $1,485 each year for increased
maintenance costs on computer equipment; and (3) $2,400 in fiscal 1988 and $2,640 in
fiscal 1989 for office automation subscription fees, a new fee assessed by the
Information Services Division for agencies which have personal computers. The fee
will be used to support the Information Center in the Information Services Division.

PURCHASING DIVISION -- PROPERTY AND SUPPLY BUREAU

Actual Appropriated - - Current Level - - 7 Change
Fiscal Fiscal Fiscal Fiscal 1987-89
Budget Item 1986 _..1987 1988 _ 1989 _ Biennium
F.T;E. 16.00 16.00 16.00 16.00 0.00
Personal Service $ 343,848 $ 378,202 $ 364,150 $ 364,099 0.9
Operating Expense 2,315,468 2,998,961 2,529,601 2,523,713 ) (4.9)
Equipment __ 85,469 60,000 R =0~ -0~ (100.0)
Total Expenditures $2,744,785 $3,437,163 $2,893,751 $2,887,812 L.16:5)
Fund Sources
Proprietary Funds $2,744,785 $3,437,163 $2,893,751 $2,887,812 (6.5)
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The Property and Supply Bureau provides centralized purchasing and distribu-
tion of office and janitorial supplies for state agencies. The bureau is responsible for
the Surplus Property Program which disposes of property no longer needed by an
agency.

The current level budget provides a 6.5 percent decrease from the 1987 biennium
to the 1989 biennium. Personal services increase 0.9 percent while operating
expenditures are budgeted to decrease 4.9 percent..

The Property and Supply Bureau is funded from proprietary funds.

Fiscal 1986: Comparison of Actual Expenses to the Appropriation

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

Table 14
Comparison of the Appropriation to Actual Expenses - Fiscal 1986

Budget Item Legislature Actual - Difference
F.T.E. 16.00 16.00 0.00
Personal Service $ 361,467 $ 343,848 $ 17,619
Operating Expense 3,145,161 2,315,468 829,693
Equipment _._._42,000 __. 85,469 (43,469)

Total Exp. and Funding $3,548,628 $2.744,785 $803,843_

The fiscal 1986 expenditures were $803,843 less than the appropriation. The
agency expended $17,619 less for personal services than budgeted. This was caused
by two position downgrades and vacancy savings. Operating expenses were $829,693
less than budgeted with the difference occurring primarily in goods for resale. The
agency was budgeted $50,000 in fiscal 1986 to purchase a truck as requested by the
agency because its vehicle was claimed by the agency to be unsafe. The agency
actually expended $85,469 on computer and office equipment. The agency spent
$4,500 to repair its truck and continues to use the vehicle for its operation.

Current Level Adjustments

The current level budget reduces a 1.0 FTE warehouse worker from the original
appropriation of 17.0 FTE as the agency had deleted this position in fiscal 1987 to
compensate for fiscal 1987 reductions.

- Operating expense increases were provided for higher insurance costs, payroll
service fees, utility expenses for heating a building used for surplus sales, and
computer maintenance costs. In addition, the cost of hooking-up one personal
computer to the mainframe in order to utilize the state mainframe network system was
added to base year expenditures. The current level budget allows for 10 percent -
growth in goods for resale. The agency withdrew its request for equipment.

A-226



').

OUTLINE /- /7. J“'j

FY '88-89 BUDGET OVERVIEW

INTRODUCTION

T

IT.

IIT.

Iv.

VI.

VII.

Yission and Goals of the Department
Size of Department
A) Number of Divisions (handout organization chart)
B) Budget
1) Total
2) General Fund
C) FTE's (handout)

D) Comparison with Other Agencies

Comparison of General Funded Activities and Proprietary
Funded Activities (handout)

A) Proprietary Accounts are Demand Sensitive

B) Spending Authority and FTE's Fluctuate as Demand
Changes

C) Spending Authoritv 1is Used Only  if Other Agencies
Demand Service

Reorganization

Cuts

A) Dollars and FTE

B) Office Automation

C) Rate Reductions
ModiZieds

Department Hiqghlights

A) 9-1~1 Program

B) Teleccmmunications Project
C) Executive Budget Typeset
D) Treasury Window

E) Social.Security



The purpcse of my talk is to acquaint the Committee with the
Department and to answer any general questions you might have.
Our divisicn administrators will make presentations on each of
their budgets and they will be prepared to answer specific
questions. Each administration has hapdouts which show the
difference between the Executive and LFA Budgets.a I would like
to discuss the Department’'s mission and goals, and to highlight
the changés madé in the Department éince the Legislature last

met.

Department Goals and Missicn

The Department's primary function is to provide services -to
-
the state's other departments. This function is central to each
of the divisions in the Department. For example: |
Accounting Division operates the state's Statewide Budget-
rrm~as
ing & Accounting system.

Architecture & Engineering Division provides ‘design and
architectural services so that agencies' <capital
construction programé can be implemented.

Centralized Services Division provides treasury services
for state ageﬂcies.

Information Services Division maintains 36 buildings in the
capitol area and also distributes mail to state
agencies.

Tort Claims Division defends state agencies in tort actions
and insures state assets.

Personnel Division assists agencies with labor relations,

training, and pav and bhenefit administration.



Puklication and Graphics provides printing and typesetting
services to state agencies.

Purchasing Division consolidates and groups agencies'
purchases to achieve lowgr per unit costs.

"Teachers' Retirement Division and qulic Employees' Retire-
ment Division administer retirement beﬂefits for our
emplovyees. n-

Investment Division invests-all state funds. o e

The Department's mission is made complex in two respects.

First, most of the services performed by the Department can be
urdertaken at the agency level. For example, although major
purchases are completed through the Purchasing Division, agencies
can make small dollar purchases without the Purchasing Division's
'nvolvement.A Similarlv, although the Information Services
Division operatés the mainframe computer, a good deal of data
processing is unique to a particular agency and does not involve
the Department of Administration. It is often difficult to tell
where these services should be performed. Often economics of
scale dictate that the function be done in the Department of
Administraticn,. Sometimes, agenéies' need dictate that +the
services be done on an agencv by agency basis.

The levartment's role is also made more complex bv virtue

2f the facit *=hat manv of the servicés it provides can also be

prcvided by *he private sector. Departmental services including

ke

tsvesetting and printing, purchasing and warehousing of office
supplies and telecommunications can be provided to state agencies

by the private sector as well. We look to the Legislature each



biennium to provide guidelines which determine the Department's
service role wvis-a-vis other state agencies and the private
sector.

Department Size

As an orientatioﬁ to the Department, it is helpful ¢to
qualify the size of the Department using some different criteria.
1} Di#isions - The Department consists of 14 divisions,
four of which are attached to the Department for
administrative purposes only.
2) Budget - The total departmental budget requested for
'88 and '89 is about 36 million a vear. Of vthat
request, approximatelyvs4 million is for general fﬁ;as.
3} FTEs - The executive budget requests 382 FTE for FY
1988 and 385 FTE for FY 1989. General Fund FTE for
FY '88 is 84.875 and '89 is 84.375.
Director's Office'. . -« . 6.625
Accounting Division . . . . 12.5
Purchasing. . . . . . . . . 17
General Services. . . . . . 2
Centralized Service . . . . 15
Personnel . . . . . . . . . 34.75
State Tax Appeal Board. . . 5.5
This reduction continues a trend of the last few vears. In
P¥ '82, for a2xample, the Department had 136.7 general fund FTE's.

In FY' 83, that figure was reduced to 131.45 FTE's,



In csimmarv, the Department is neither the largest nor the
smallest in state government. When measured by budgetary author-
itv, the Devartment is about 16% the size of Highways, but almost
twice as large as the Department of State Lands. When measured
by FTE's, the Department of Administration is approximately
one-half the size of the Department of Ré&enﬁe, but is four and
one-half tirmes as large as the Department of Agriculture.

General Fund & Proprietarv Funds

I indicated earlier that the Department provides services
to other sta*= agencies. For most of-these services, the Depart-~
ment charges a fee vervy similar to a private business. For
example, when state agencies order a publication printed, the
Department bills the reaquesting agencv. Proprietary activities,
which used te te called revolving funds, comprise the bulk of the
Department's budget -- approximately 88%, As such, the budgeting
nf these aétivities is important to us.

T want to leave the Committee with a few observations about
the Department's proprietary activities vhich I believe will be
nelpiul in yourvbﬁdgetafy review.

First, our proprietary activities are demand sensitive.
The resources required by those activities are determined by the
serwice dJdemands of other custdmer agencies. For example, 1if

agencies' dJemand for data processing services increases, the

D

svending authoritv of the central computer operation will need to
I G B

th

PN

rncrease to meet that demand.
Second, proprietarv accounts do not expend gereral fund

monies. Instead, they bill user agencies and generate revenue



that wav. QYevertheless, it is true that manv of our customers
pay their »ills with general fund monies. We estimate that an
average of 43% of proprietary fund revenue comes from general
fund agencies.

Finally, in budgeting proprietary accounts, you are estab-
lishing spending authority limits for that activit?. You are not
giving that agency cash resources. Instead, they must earn the

money they spend.

Reorganization

| Only one reorganization affecting the Department is being
propdsed this vear. We propose mo?ing the Tramway Inspeq}ion
Program to the Business Requlation Division in the Department of
Ccmmerce.

The goal of this program (safety inspection and regulation
of ski 1lifts) parallels one of the goals of the Department of
Commerce - business regqulation. The budget £for this program has
been included in the Department of Commerce and will be coh—
sidered by Representative Swift's Natural Resources Committee.
Cuts

The Department has participated in the Governor's three
across-the—-tcard cuts this biennium, absorbing the unfunded pay
plan for FY '87 without any additional funding. These cuts
resulted in a $418,626 reduction in ceneral funds as well as
approximately $2.1 million in proprietary fund spending authoritv
reductions.

‘Fourteen FTE's have been reduced from the Derartment's bhase
as a result of these cuts. We were able to achieve these re-
ductions by eliminating vacant positions, transferring employees

-6 -



within <h=s Department and in some cases, working reduced hours.
In each case, I have reviewed the cuts proposed by the divisions
to assure that essential services would continue.

At the same time that we have reduced jobs in the Depart-
ment, I have stressed office automation as a means of increasing
employee productivity. Personal compuﬁers are becoming as
essential as the telephone to the workplace. Advantages include
reduced keving of documents as workers learn to compose on their
PC's. And "telephone tag" is reduced.

Manv of the Department's proprietarv rates were reduced
during the cﬁrrent biennium partially to offset the impacts of

e
these across-the-board budget cuts. For example:

- although the Ceneral Services Division was authorized
$3.10/sg. ft. maintenance fee in FY '87, we are only
charging $2.92. Services have been reduced, however. We
are no longer previding the services agencies once expectead
for free;

- teleccmmunications rates were reduced 4 - 7%;

- computer proqessing rates decreased over 9% in FY '87. For
the first time, we are projéctinq a negative inflation rate
for computer ?rocessing for a coming biennium;

- UnfZcr*unatelv, not all rates decreased. The insurance
prerriums the Department bills to other state agencies were

not reduced this bienrnium. Aand ve are recommending a 25

e

increezse in rates Ior the coming biennium.



Modifieds

Let me briefly outline the modifieds proposed in +the
Executive Budget:

ISD - additional cgrowth in the use of the central computer
necessitates expenditures designed to in;rease the capacity of
the existing hardware. We are requesting'ébout $560,000 per vear
for this growth. We project 18% growth in mainframe processing
’this coming biennium. The week of January 4 was the busiest ever
for the mainframe.

Central Mail - We have requested two FTE and approximately
$400,000 in proprietary spending authoritv each vear to assume
mail responsibilities for some ageﬁcies. Central Mail is a cost
effective program and as agehcies have looked at ways of saving
monev, they ha?e turned to Central Mail. This modified "pays for
itself”™ and should be approved.

PFRD -~ We are proposing a ore time $50,000 expenditure in
PERD to rewrite contributions and refund software for PERS. The
rewrite will allow more timely information £for the 26,000 active
rember accoﬁnts tracked on the system and it will cut the time
necessary to process refunds of terminating members' éontriw
buticns frém 30 days to 15 days.

Syst=n Development - Similarly to last biennium, we are
reguesting 3$125,500 in prop:ietary spending authoritv for con-
tracting Zor svstems development work. We have found this to be
a successful zpproach this biennium and we ask vou to continue
it. Rather than hiring staff for workload peaks, we have cecn-

tracted with programmers for the work.

o



Telechone Equipment Maintenance. We are requesting approx-
imately $400,000 each year to centralize the costs of telephone
equipment maintenance. These costs are being incurred now by
agencies. Approval of this modified will allow us to aggregate
equipment maintenance and save money by_purchasing one mainte-
nance contract instead of several. :

Decartment Highlights

I want to leave the committee with a brief status report on
some of the projects in the Department that you will probably be
interested in.

- Last session this Committee authorized the Department to
épend £200,000 to hire a consultant to recommend impgove—
ments to the state's telephone network. Representative
Cuilici chaired the Telecommunications Advisorv Committee
which oversaw that project. I am happy to report back to
this Committee that that investment will allow us to save
$291,000 during the coming biennium for telephone
services, This project will result in at least $6
millicn of savings during the next ten years at the same
time that higher gquality voice and data circuits are
provided to agencies.

- The 9-1-1 program authorized by the last sessién is
proceeding smoothly. For the first time, vour Jaruarv
phone bill will reflect the 25 cent fee which subpports
the progfam. A program manaqger has becen hired, an
advisory council created and rules written. We are aware

of several communities already working on their plans.



- The Treasury window in the Mitchell Building is no longer
ocren for employees' personal business. The cumulative
12% cuts prompted a revieW' of the necessitv for this
service. »Closing the window allowed a. 1/4 FTE reductién
in the Treasury Bureau.

- Beginning January 1, Congress dete;mined that all politi-
cal subdivisions would remit social security payments
directlv to the federal government. Until now, political
subdivisions sent their payments to the state and the
state forwarded thoée pavments (approkimately v$llO
millich per year) to the Internal Revenue Service. _Our
budget will reflect a phase out of this program. wé are
also providing training seminars at five locations around
the state to assist cities, counties and school districts
with the transition.

- You may have noticed that the Executive Budget looked
different this year. The budget was typeset before being
printed. The result is a shorter, more readable document
at less cost. I believe more state agencies will be
taking advantage of this sérvice in the future.

Crne final note, in comparing the LF2 and OBPP‘budgets, we
nave discovered that the cost of capitol grounds maintenance has
reen budgeted under different line items. LFA has this cost
unéer "rent inflation" and OBPP has it wunder ‘"repairs and
maintenance." Similiarly, the General Services maintenance fee

is budgeted in "rent inflation" by the LFA and under "rent" by



OBPP, The figqures agree and I do not anticipate a problem.

However, 1if the Committee decides to reduce the inflation

factors, I ask that these costs be treated separately.

Accounting Division Budget Modification

We will be asking the committee to consider a request for one
budget modification that was submitted to the Governor's Office
too late to be included in the Executive Budget book. If funded,
‘this modification to the Accounting Division's budget will allow
us to contract with an outside consulting firm on a contingent
fee basis for help in preparing the State's Indirect Cost
Allocation Plan. The cost allocation plan is used by agencié€:
in their negotiations with the Federal government and allows the
General Fund to recover some of the costs it incurs solely
because of federally funded programs. By hiring an outside firm
experienced in preparing indirect cost plans we can increase the
General Fund's recoveries of these costs, and by hiring them on
a contingent fee basis we can guarantee this increase in General
Fund recoveries will more than cover the cost of their services.
Kathy Fabiano will provide more information about this
modification request in her presentation of the Accounting
Division's budget.
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"TTIAT IS A PROPRTETARY FiND"

A proprietarv fund 1is a term used to describe an accounting entitv in govern-
mental operations which charges intergovernmental or intra-governmental users
for services or products.

With recent accounting pronouncements, the, term ''revolving fund" has become
obsolete. The new terminology incorporates general business references and
titles these operations as proprietarvy funds,

Proprietarvy funds are divided into two groups, enterprise funds and internal
service funds.

Enterprise funds represent governmental business operations which, for a fee,
provide services to the general public. The Department of Administration ounly
has one enterprise fund which is the State Employee Group Benefit Program.

Internal service funds represent governmental business operatiouns which, again
for a fee, provide sarvices or products to other internal governmental units.
Examples include Central Stores, Information Services, and Publications &
Graphics. '

. ¥
As a proprietarv fund, opararions are conducted in a manner similar to a
private business concern:

1. A person desires to purchasé the product or service offeraed by the
business entity.

2. The business entity incurs costs to provide the service and charges
the person an amount of money to recover the cost of services.

3. Costs ‘of the business operations can be identified as fixad, vari-
ahle, and semi-variable.

A) Fixed costs are defined as those costs which will be incurred
if not one dollar of reverue is generated and tend to remain
constant throughout a budgetary period. Fxamples of fixed
costs 'include depreciation and insurance.

2) Variable costs are defined as rhose costs which go up or dowm
35 demand for services 1increase and decrease. Fxamples of
variable costs include inventory. supplies, repairs and mainte-
nance,

) Semi-variable cests have alements of hoth fixed aad variahle
costs and many expenses such as utilities, salaries, and
pensinns avre =2vamples. The fixed portion of these exnpences
aquate to the minimum cost.needed t5 operate at minimum level.
The variable portion occurs when volume increases. An example
of semi=variable cost calculation is:

Production of ona unit of service, the minimum level of
operation, requires one square foct of space. The cost of one
‘square foot of space is a fixed cost. To rise above the



X

minimum level and produce two units of service, the enterprise
needs another square foot of snmace. The additional cost of one
square foot is variable, or as production rises onver the state
ninimum so do costs.

The basic difference between a governmental enterprise and private enterprise
occurs onlv in the budgetary arena. All other aspects, such as accounting,
cash flow, depreciation, debt service, profitability and financial viability,
are the same.

An enterprise opevation is dynamic 1in that 1t must continually recvcle its
financial resources into further production of services or products. FHistor-
icallv, proprietary accounts have been budgeted and appropriated in an amount
expected to meet the demands for their products or services. Occasionallvy,
however, demand is greater or not as much as was originally anticipated. If
demand falls short, expenditure also fall short of the appropriation, If
demand exceeds expectations, expenditures typically exceed the appropriation.
Recognizing this relationship hetween demand and expenditures, statute allows
for budget amendments for prc-rietarv accounts.

The following divisions have proprietaryv funds: ’ o

- Publications & Graphics
- Information Services (2 funds)
1} Central data processing
2) Telecommunications
-~ General Services (2 funds).
1) Rent and Maintenance
2) Mail and Distribution
- Purchasing (2 funds)
1) Central Stores -
?) Surplus Property '
- Investments
- Personnel! /3 funds)
1Y Training
7Y Group Jenefit Prozram
3) Group Renefit Claims
-~ Insurance & Legal (8 funds related to insurance liabilities)

ARC/T06
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CENTRAL SERVICES DIVISION

DEPARTMENT OF ADMINISTRATION

The Central Services Division has a total staff of 14.95
employees. The division performs three main functiorns:
central services, treasury, and persaormel.

First, the centralized services function provides accounting
and budgeting services for all divisions of the department.
Briefly, these services include:

- Monitor, amalyze and coordinate preparation of the
department’s biernnmium budget, and fiscal notes.

- Liaison with the Office of Budget arnd Program Plamming,
Legislative Fiscal Analyst, and Legislative Auditor

on financial decisicns and operating policies relating
tao the department.

- Paymernt of claims for general furnd divisions, Prep-— .
aration of dept?’s payroll and insurance.

- Responsibility far recording all fixed assets of the
dept. on the state’s accounting systen.

The Central Service's function is staffed by 5.5 employees.
The second furnction is the treasury bureauw. This is the statel's
central barnk and is the custodian of all monies and securities

of the state. The bureau’s main objectives are:

- To receive and accounmt for all money deposited by state
agencies,

- Redeem all state warrants presented for payment by the
state’'s corncentration bank.

- Custcdian for securities and certain deposits held in
trust. '

- Coordinate collateral and bord redemptionm activities
for the state.

- Monitor the records of aceounts for all appraved
financial depositories throughout the state.

The bureau is staffed by 7 employees.

1



third furction of the divieion is responsipilaty for the
nonl functions of §he desartment.  Thiw unit provides «
A0ty S Nireet profensionsl Services $0 Kanagers and swployews
. divinions and "attachpd to“ aqnn«&nﬁ in the Dept., Theww
‘ﬂur Xcu- th¢10¢.l : T

- Davwlaptng d.p‘rlnontal porscornel policies,

= Provide a-ututane.'ond consultation during recrulteaent
anid selection.

- Rasistance in dtﬂﬁfﬂllhﬂ and grisvence procedures.

~ Consultation with swployees and wanagurs on various
pwrecnngl natters,

o Thoe puresonrel office is staffed with 2 FTE.
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BUDGET DIFFERENCES
SALARIES
OBPP recommendation includes health‘insurance for all FTE. LFA

recommendation is short by $690 a year.

CONTRACTED SERVICES

OBPP recommendation includes $567 in '89 only to handle increased
costs of photocopies for the 1legislative session. The LFA
recommendation does not include this cost.

SUPPLIES

OBPP recommendaticon reflects $600 reduction made to comply with
executive budget cuts. The LFA recommendation does not make this
reduction.

'CSerDiff.KM
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' QUESTIONS AND ANSWERS RELATED TO THE
DEPARTIENT OF ADMINISTRATION CENTRALIZED SERVICES DIVISION
PERSONNEL OFFICE

Q: Why does the department need a personnel office?

A: The Department of Administration (DOA) maintains a 2 FTE payroll/
personnel office in the Centralized Services Division. Its primary
purposes are to insure the timely processing of payroll for the DOA and
the Governor's Office, and to minimize 1legal 1liability stemming from
failure to follow federal and state laws, rules and regulations.
Wrongful discharge cases, for example, can easily cost $100,000 or more
if improperly handled. The office also provides personnel services to
the Office of the Governor. In all, the office coordinates activities
under seven different union agreements, and nine other separate sets of
personnel rules used by the DOA, the Governor's Office and the "attached
to" agencies the office serves.

Q: What is the relationship of DOA personnel to the State Personnel
Division?

A: The relationship of the personnel office to the State Personnel

Division is the same as the relationship between the central Accounting

Division and agency accountants, the OBPP and agency budget officers, and .

the central office and plant management of most large private firms. The

State Personnel Division advises agency personnel officers, Coordinates

statewide policy and collective bargaining but does not become directly
w involved in day-to-day personnel matters nor does it process payroll.

Q: 1Is the DOA personnel office over-staffed?

A: The DOA personnel office is one of the more efficient in state
government providing a wider range of services with fewer FTE. The
personnel office serves 193.4 FTE per staff member compared with
Highway's ratio of 105; Labor's, 132; Institution's, 42.5; Justice's,
74.7; DNRC's, 135; Montana State Hospital's, 78; Land's, 146; and
Revenue's, 186. (data as of 9/86)

Q: What are the duties of the personnel office?

A: Administers seven collective bargaining agreements, including
representing DOA management at negotiations, coordinating management's
response to grievances, investigating alleged violations, and
recommending appropriate corrective action.

- Processes bi-weekly payroll and insurance forms for 400 DOA employees
and 65 Governor's Office employees; resolves employee's insurance 'and
benefits problems; ensures compliance with the insurance related
requirements of the federal Consolidated Omnibus Budget Reconciliation
Act (COBRA) of 1986. Coordinates sick leave fund transactions.



- Assists managers in the non-organized divisions with day-to-day
wenployee problems that occur in their work units. Handles five - six
disciplinary actions/informal grievances per month. Each action requires
from four hours to several days of work to independently investigate the
alleged violation and ensuring proper procedures are followed to avoid
charges of discrimination, wrongful discharge, or unfair labor practices.
(Since the establishment of the personnel office, the DOA has never been
successfully challenged on a discipline action taken by management).

- Coordinates reduction-in-force actions between divisions to- av01d legal
challenges or labor contract violations.

- Designs or reviews all selection procedures used in the DOA, including
the vacancy announcements, oral interview gquestions, performance tests,
and application screening plans; participates as a selection board member
in approximately 50 of the approximately 150 competitive hiring
procedures that occur in the DOA in an average year. Conducts recruitment
for vacant positions; coordinates responses to requests for information
from applicants, screens applications for completeness, qualifications,
and preference eligibility.

- Reviews personnel actions for compliance with wage and hour, veteran's
preference, immigration, discrimination and various state personnel laws,
as well as compliance with rules promulgated by the federal government
and the state personnel division; develop department policies and
procedures to ensure effective and lawful implementation of the same.

- Monitors department position control system and personal services
expenditures, develops budget by position projections.

Q: Why does the DOA do payroll and personnel for the Governor's Office?

A: An agreement was entered into beginning in FY85 when the Governor's
Office eliminated two accounting tech positions. The DOA assumed the
payroll and associated personnel responsibilities from the Governor's
Office in exchange for $1000 per year in operating expenses. No FTE were
added or transferred to the DOA. The Governor's Office payroll/personnel
responsibilities were assumed by the 2 FTE in the DOA personnel office.
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- - STATE OF MONTANA
DEPARTMENT OF ADMINISTRATION
PERSONNEL DIVISION
- POSITION
DESCRIPTION

- T PART 1: To be completed by employee or supervisor**¥*

5 o Title Class Code Grade Pos. #

1. Classification Current: L=

Proposed: Personnel o '
| Specialist /eeC57 /2 /a3
- .
Department Division
2. Agency Administration Treasury/Central Services-
- Bureau Section _ Unit
e . Address City Bldg. & St. " Rm. No. Bus. Telephone
Helena Mitchell - 107 444-4612
L 4. Prepared by: X Employee Name of Employee: _Barb Kain

Supervisor/Management

5. Activity, function, product or service of the office or work unit.

The Central Services Division directs and coordinates the functions
‘ of divisions engaged in providing central services to state govern-
™ ment, as well as for administrative purposes, including Office of the
Governor.
6. Duties and Resconsibilities of Position: _ 3
‘ Provide technical assistance and advice to administrators, super-
i visors, employees, and the public, in areas relating to personnel.
I. Recruitment and Selection =
- | i 25
A. Determine most effective method/scope of recruitment
. advertising and make recommendation to hiring authority.
L © B. Review of vacancy announcements, newspaper advertisements,
' application supplements for compllance with agency policy
i and good personnel practice.
-

C. Act as liaison with Job Service Offices around state to



»»

II.

answer questions related to job duties, qualifications and
application procedures.

Receive application materials on behalf of hiring authority.

D.

: Review applications for preference eligibility and complete-
‘ness; may screen for qualifications.

E. Represents department at Job Fairs or other specific
recruitment outreach efforts to promote potential applicants
information regarding opportunities and procedures.

F. Analyze applicant characteristics using P/P/P system to
determine need to modify recruitment technics.

G. Counsel applicanfs looking for employment in the department
and state government regarding opportunities and procedures.

H. Enters applicant information into P/P/P system.

I. Assist supervisors in developing and administering selection
devices, participates as interview panelist as requested.

. Classification/Pay Exceptions/Position Control 15%

A. Counsel administrators, supervisors, or employees regarding
classification training assignments and pay exczaption
procedures.

B. Conduct classification audits/reviews and makes recom-
mendations on actions to Director and Personnel Division
under classification delegation authority.

C. Complete and process Position Detail forms, including
calculating budget adjustments. ‘

D. Develop and maintain logging, and reporting system for
classification actions.

E. Yonitor position control and make corrections.

F. Acts as liaison with the Personnel Division and Budget
Office regarding Position Control.

G. Prepare statistical reports for Personnel Officer.

H. Completes P/P/P budget documents to set up Personal Services

budget.



V

CIII.

Iv.

VI.

Training 10%

¥

Q

Monitor training needs for the Department by analyzing
training needs assessment forms.

B. Assist in development and administration of annual depart-
mental training plan.

C. Provide information regarding trainingbresources; inform
department of training opportunities.

D. Arrange, develop and/or conduct training classes as identi-
fied 1in needs assessment.

E. Enrolls employees in training courses by contacting spon-
soring organization. :

F. Input information into P/P/P training system. -

Affirmative Action/Equal Employment Opportunity- 3%

A. Provide information to hiring officials and inform them of
AA commitments; encourage hiring of women, minorities and
the handicapped. :

B. Reviews and updates, as necessary, the department's Affirma-
tive Action plan under general direction of Personnel
Officer. -

Payroll , 5%

A. Administer delegation of payroll processing by divisions;
provide training to divisions on payroll procedures and
changes to procedures. ;

B. Acts as liaison with Central Payroll.

cC. Keep payroll personnel informed of changes and problems by
updating departmental payroll manual. '

D. Certify payroll documents.

Benefits ' ' , 23
Provide information regarding benefits to administrators,
employees and payroll personnel.

B.

Keep payroll personnel informed of changes in benefits.



VII.

IX.

XI.

XII.

cC. Processes unemployment of Worker's Compensation Claims and
employee reports.

Performance Appraisal 5%

A. Monitor compliance with department performance appraisal

policy regarding annual P.A.'s and informing agencies of

late performance appraisals.

B. Provide consultation regarding the writing of performance
appraisal tasks and standards.

Record Keeping : 2%

. A. Develop and implement department record keeping/filing and

retention policy and procedures.

B. Ensure compliance with laws related to employee‘confi-
dentiality and the public's right to know.

[

Committee Service o : 3%

A. Represent the department or the Personnel Office by partic-
ipating deliberations of the following committees: Person-
nel Policy Network, ACCW, Training Network, and Incentive
Awards Committee. Serve on AD Hoc committees as assigned
by Personnel Office.

B. Support Department Incentive Awards Committee by distribu-
ting suggestions to appropriate divisions for review and
comment.,

Policy Administration. _ 15%

Advises departmental managers and employees on state and
departmental policies in the areas of compensatory time and
overtime leave administration, employee record keeping, pay
exceptions, training assignments, salary administration,
performance appraisal, education and training policies,
recruitment and selection, and alternate work schedules.
Monitors compliance with policies and advises affected
persons as to necessary corrective actions.

Participates in collective bargaining negotiations for smaller
units as a representative of Personnel Office/Director's Office.

Assists managers/supervisors in the investigation and resolution
of grievances.

».



XIII. Writes articles for department newsletter, edits weekly legisla- -

tive review during legislative session. Serves as source for
information related to legislative activity.

XIV. Assist Personnel Officer in preparing surveys of employee
opinions on various topics, such as smoking, performance apprais-
al. ‘

7. Supervision Exercised: List the position number and title of positions
directly supervised.
Position No. Title Position No.- Title
None
8. Equipment or Machinery Used: 1Indicate the percent of total work time.
Type -3 Type 3
Cannon CP 1000 Calculator 1%
Copv Machine 2%
Micro Fiche Reader 1%
Telephcne 10%
IBM PC XT/3270 Terminal 10%
9. Personal Contacts:
PROFESSIONAL - to provide information, to make arrangements, to gather
information, to advise. DAILY
MANAGEMENT - to provide information, to make arrangements, to gather
information to advise. DAILY _
CLERICAL - to provide information, to gather information,
to advise. DAILY , .
OTHER PERSONNEL OFFICERS - to provide information, to gather informa-
tion, to make arrangements, to advise.
WEEKLY
OTHER PAYROLL CLERKS IN OTHER DEPARTMENTS - to give assistance.
MONTHLY
PRIVATE BUSINESS - to provide information, to make arrangements, to
gather information. WEEKLY
10. Decisions and Commitments: Scope and Effect
Decisions are made interpreting personnel procedures and policies to
administrators, supervisors, employees, and the public, by examining
the facts surrounding the situation, weighing possible solutions and
determining the appropriate action to be taken

Improper decision making could cause personnel conflicts, strife and

- poor public relations. Legal actions, commonly up to 100's of

-



thousands oI dollars, could occur if improper information was given.
Have to be ccmpletely familiar with all policies and procedures of the
department and statewide for questions asked on personnel, payroll and

contracts.

11.

To the best of my knowledge, ]

the duties & responsibilities Employee - -
described herein are accurate Signature: é;%%5/4442a[[;
and complete. - Date: AR~ 2 L2

* % %

12.

PART II: To be completed by supervisor ***

Immediate Supervisor: Name: Title:

13.

Additional Comments or Incorrect Items:

i
i

14.

Supervision Received . o

Works under general guidance and direction for technical responsibil-
ities; general supervision for professional duties, such as classifica-
tion, performance appraisal standard writing, policy administration,
with Personnel Officer checking final work.

Determines work methods and procedures for many areas of responsi—‘*ﬂ
bility; provides effective input into programs, policies and proc-
edures developed with or by Personnel Officer; implements policies and
procedures for departmental personnel functions. Refers directly to
State and departmental Policy/Procedure manuals, P/P/P manual, statutes
(M.C.A.'s) to provide interpretation.

15.

Knowledges, Skills and Abilities

Working knowledge of the principles, practices, and technigues of
personnel management, with emphasis in recruitment and selection,
policy interpretation and application, affirmative action and equal
employment opportunity, classification and compensation administration,
payroll and benefits administration, performance appraisal, computer-
ized personn=l data systems. o

]
i

s

Which of the above can be used to distinguish superior performance?

Knowledge of public personnel practices and Montana Employment Law;
ability to apply theory, policies and principles to departmental
personnel matters; to perform research and analysis; to establish and
maintain effective working relationships with employees, division
supervisors and administrators, the director's office, the Personnel
Division and the Job Service; to communicate effectively orally and in
writing. '

- l@gw



»

16. Education and Experience
A combination of education, experience and training equivalent to a
bachelor's degree in Personnel Administration, Business Administration,
Public Administration or a closely related field, and one year of
experience in personnel administration. h

17. Physical Demands and Working Conditions
High pressure situation with strict timelines; much simultaneous
processing: requests for information; carrying out personnel pro-
cedures; solving immediate problems; irregular work hours caused by
training schedules, negotiations.

18. To the best of my knowledge, Supervisor's
the statements are accurate Signature
and complete. " Date:

* % %

PART III: Approval ***

Administrative Review and Approval: Agency option except number 3

; Comment: Additional comments attached

- Sidnature:%fi%téxv/ ;ﬁ?%Z/cﬁQ Title A7ufﬂ¢wx,éioé Date A2{237§%"

a Comment: , ____Additional comments attached
Signature Title Date

- Comment: Additional comments attached

Signatugiiii}/77-7¢v///// Title /%Q/jﬁféZ;/L\H Date /;3/%5?4%;/



STATE OF MONTANA S 3
DEPARTMENT OF ADNINISTRATION
PERSONNEL DIVISION

POSITION
. DESCRIPTICN

*** PART l: To be completed by employee or supervisor***

=
‘

Title Class Code Grade Pos.#
1. Classification Current:
Personnel
Proposed: Officer II - 166064 15 12007 .
Department Division
2. Agency Administration Centralized Services
Bureau Section Unit, -
3. Address City Bldg. & St. Rm. No. Bus. Telepnone %
Helena Mitchell Bldg. '
4. Prepared bv: __ Employee Name of Employee 7
___ Supervisor/Management -
5. Activitv, function, product or service of the office or work unit.
- . ‘ ﬁ
Work unit is responsible for the proper administration of all person-
nel related matters within the Department. The work unit represents
the Director on matters relating. to personnel administration with @
other agencies of state government, Department employees and/or their
representatives.
6. Duties and Rasponsibilities of Position: 3

Advises and trains department managers and supervisors on personnel
managemant and supervisory practices. Advises ‘department managers
on oroblem areas in personnel and employee relations including
Disciplinary, Actions, Selection, Grievance Handling, ClaSSlthJtlQ“
and Pav, ?2romotion, Performance Appraisal, Discrimination and Sexual
flarassmanc, afifiirmative action, training and collective bargainin
Provides programs, guidance and training to prevent personnel and
Management problems. Administers establlsned personnel policies and
svstems, modifying where necessary. Designs and implements farsonnel
YDCLWS or policy for specific areas wiiere none exists Ccreatlng a
tuliy cperational Personnel function within the Department oI Admin-
istration which will include all personnel functions as listed below:

r"Ur

Ui

h

b
‘

1. Recruitment - Supervises recruitment for agency vacancies;

estanllishes recruitment policy and program to meet EEO r;gulre—‘%

C")



ments and attract qualified applicants; plans for manpower needs
nd davelops special recruitment plans for hard to fill posi-
th 3.
. 1@
Selection - Recommends appropriate selection devices and prac-

tices such as structured interviews, application supplements or
performance tests; trains managers and supervisors on proper
selection techniques; prepares selection criteria in consultation
with managers; may rate applicants and make necessary selection
decisions or do preliminary screening for minimum qualifications
or best qualified.

EEQO - Reviews agency staffing and operations to determine areas
of non-compliance; identifies affirmative action steps and
assists in their implementation; interprets EEO rules and
advises management of EEO related problems; conducts investiga-
tions into discrimination complaints to determine validity and
recommends coursz of action; appraises managers and employees of
the rights and responsibilities in EEO matters; prepares depart-
ment responses to EEO complaints or charges.

-
Collective Bargaining - Assists department managers with admin=
istration of contracts and advises them on interpretation of
contracts; identifies problem areas and prepares plans for
contract negotiations; represents the department in negotiations,
grievance proceedings, unfair labor practice hearings and
elections; may prepare departments' case in grievance hearings or
arbitrations; is liaison with State Labor Relation Bureau.

/0

Grievance Handling - Designs and implements an internal griev-
ance procedure ror the Devartment that complies with acceoted
grievance processes, existing labor contracts and state personnel

‘policies; assists in the resolution of grievances at the earliest

possible stage; advises management on grievance handling;
assists in preparation for hearings; counsels employees on their
grievance privileges and alternatives.

5)
“

Classification - Advises and trains department managers on tn
application of classification methodology; monitors the classifi-
cation of department positions; oversees the preparation of job
descriptions and classification requests; makes efiactive
reccomendations to establish the classification of new posi.ion
or adjust existing positions; initiates reviews of position
classifications; represents the Department in classification
appeal hearings.

Organizational -Development - Works with Department managers £0
determine what starfing patterns would best utilize emplovees

skills in reaching program objectives while establishing career
ladders for employee development and retention using techniques
such as job design and redesign.

/0

Trainina/Staff Development - Analyzes training needs of Devart-
ment stalf 1n conference with Department managers, and determninesey




the most effective means to meet those needs including the use

of internal department resources for on-the-job training, skills

practice and self-study. A

/6

9. Performance Appraisal - Implements and maintains department
pertformance appraisal system; conduct training for supervisors
and employees on how to use the performance appraisal system;
assist in preparation of performance standards, objectives and
work plans; counsel employees on performance problems and advise
managers of techniques for motivating and improving performance
and handling performance problems.

e«
-

10. Salary Administration - Resolve salary administration questions
and initiate agency action to obtain exceptions to pay plan
rules when special circumstances arise.

. /0
11. Personnel Policy and Procedure - Coordinate department review of

proposed statewide policies; represent the Department to the
State Personnel Division and initiate action; rewrite policy
content and obtain State Personnel Division approval on statewide
policies which are modified to better meet Department of Admini-

%

i,

i

5

=

]

stration's needs. Interpret policies and resolve.related
questions
7. Supervision Exercised: List the position number and title of positions %
directly supervised.
Position No. Title . Position No. Title ;
Personnel Specialist; Gr. 12 -
%
.. .. g
Full supervision over above position including hiring, training, %
work assignments and performance appralsal.
8. Equipment or Machinery Used: Indicate the percent of total work time.
Tvpe . 2 Type 3
9. Personal Contacrts:

Emplovees of all levels daily to explain policy, investigate policy
violations, train general public to respond to questions, complaints,
conduct interviews, management.

Labor representative to negotiate labor contracts, attorneys to
respond to grievance, serve on grievance panels, respond to complaints,
explain actions. }

e



10. Decisions znd Commitments: Scope and Effect

. ‘ . ) -’
Errors 1a judgment could have the direct effect of Unfair Labor
Practice charges, employee grievances, classification appeals, wrongful
discharge 2actions, etc., the Department being unable to ClaSSlLY and
fill positions in a timely manner, and errors in judgment in addition
could produce the indirect effects of loss of morale for department
staff and adverse effects on employee/management relations.

Wrongful discharge/good faith lawsuits costing tens to hundrzds of
thousands of dollars could result from bad advice given on disciplinary
actions.

11. To the best of my knowledge,

the duties & responsibilities Employee
described herein are accurate Signature:
and complete. Date:

**x DART II: To be comvletea by subervisor **%* ¥

7/

_ Y , .-
12. Immediate Suvervisor: Name:AEZ%LU~L/;%ZZ&ﬂ/HD Title: é?ﬂ/nﬂl4un2?42214

13. Additional Comments or Incorrect Items:

14. Supervision Received

Many work assignments result from situations that arise during the
daily operation of the department. In addition the incumbent 1is
expected to decide what personnel policies need to be designed and
implemented within the department but would undertake such design and
implementation only with the concurrence of the department director,
the department's policies "and procedures, the MOM and existing union
contracts.

15. Knowledges, Skiils and abilities
1. Thorougn xnowledge or personnel management and administraticn and
the abilitv o apply this knowledge to develop and maintain effective
personnel practices.

2. Ability to advise and persuade management on personnel matters.

3. Strong inter-personal skills including the abllltV to communicate
effectively orally and in writing.

4. Working knowledge of supervision techniques.

Strong knowledge of Personnel management and administration
together with persuasive ability. ~



w16. Education and Experience
Subject should possess Bachelor's degree in Public or Business Admini-
stration with emphasis on Personnel Administration and four vyears
progressively responsible experience in Personnel Administration.

17. Physical Demands and Working Conditions

18. To the best of my knowledée, Supervisor's
the statements are accurate Signature ;%MZU4¢/7ZZQ4U7O
and complete. Date: S s /s

*** DPART IIT: Approval ***

Administrative Review and Aporoval: Agency option except number 3

Comment: ____Additional comments attached
;Signature: Title _ Date .
Comment: : _ ) ____ Additional comments attached
Sicrature v Title - Date

VComment: \) ‘ k Additional comments attached

Signature

o Jf//////?/ Title ;’,//Q_f,%b‘l/ﬁ(/& L/Aé/m Date [;?;? 3'%/
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)

e

DEPARTMENT OF ADMINISTRATION, ACCOUNTING DIVISION

BUDGET SUBCOMMITTEE HEARINGS
January 19, 1987

I. Overview of division's operations

A. Operate and maintain SBAS and PAMS
-system is used by all state agencies and universities
-100% General Funded

B. Divided into three units

1.

Daily operations—- 4FTE

-receive, log in all accounting documents from
agencies, ¢to ISD for keypunching

~parform all balancing and reconciling of

the system, correct transactions errors, file all
documents '

-receive daily and month-end reports from 1SD and
distribute back to agencies

SBAS Support Unit- 3 FTE ¥

—identify problems with the systems

-work with ISD system programmers to correct the
problems and make improvements to the system

-coordinate all procedures necessary to claose the old
fiscal year and open the new year

Financial Reporting Unit- 3 FTE

-write state accounting policies

-prepare the state annual finarncial report and
supplemental schedules

-prepare the Statewide Indirect Cost Allocation Plan

All units ‘

-provide assistance to agencies on requaest

~involved in presenting a series of classes through
PDC on SBAS and state accounting policy

I1. Budget issues

A. Contracted Services

1.

g £ W

*

Volume growth of 3% a vyear
ISD rate restructuring
Remote Printing

Continuous transmittals
SBAS maintenance

B. Communications

1.

Postage and mailing

III. Budget Modification



EXFHG!T-~~—inii?‘—‘
DATE._ [~/ F=F7

ACCOUNTING DIVISION HB.

BUDGET DIFFERENCES

CONTRACTED SERVICES

The following adjustments need to be ‘made to the LFA
recommendation: ‘ _

FY 88 FY 89
SBAS, PAMS, & ICC Growth . $38,068 $54,257
Off-site printing of SBAS reports -16,083 -16,083
ISD Rate Restructuring 5,455 22,000
Continuous Transmittals for RJE , 2,640
SBAS Maintenance ; - 5,920
Net of other miscellaneous differences 821 139
Total $30,901 $54,393
Growth - The Accounting Division pays the Information Services

Division for the keypunching and processing of agencies'
accounting transactions, printing of all SBAS and PAMS reports,
and the storage of all state accounting documents. The
Accounting Division's expenses for these services increase
approximately 5% each year because the number of agency
accounting transactions submitted and the number of management
reports printed are continually increasing.

Off-site printing - There are several state agencies, including
all the university units, that have the capability to print their
own SBAS and PAMS reports.

ISD rates - ISD's restructuring of their rates will increase the
Accounting Divisions's costs by $10,250 in FY 88 and by $22,000
in FY 89. The LFA funded $4,795 of the FY 88 increase and $0 of
the FY 89 increase.

Continuous transmittals - The division's last purchase of these

forms was in FY 85, thus the expense is not in our base. The
forms are purchased in bulk to keep the unit cost as low as
possible. The forms provide the name and address for mailing

state warrants, where the authorizing agency uses Remote Job
Entry (RJE). :

SBAS maintenance - The Accounting Division contracts with the
Information Systems Division for system programming services
necessary to correct problems and make improvements in the
state's accounting system. :



COMMUNICATIONS

Postage and Mailing - The LFA budget for Postage and Mailing is
the division's average charges for FY 84 and FY 85. In FY 84 and
FY 85, only UPS and bus charges were coded to Postage and
Mailing. All other first class mail charges were coded to
Messenger Service. This was corrected in FY 86. Therefore, in
order to compare the division's expenses for mailing during the

last three fiscal 'years, the two categories must be added
together, as follows:

FY 84 FY 85 FY 86

Postage and Mail $2,710 $2,192 $4,943
Messenger 4,762 4,742 1,890
Totals $§7,472 $6,934 $6,833

AcctDiff.KM



EXHIBIT /5/ -
DATE__-/F-F 7
HG

VARIOWUS STATISTICS SHOWING
" THE .GROWTH IN STATE ACCOUNTING ACTIVITIES
) FROM FISCAL YEAR 1984 THROUGH 1986

FYg84
Keypunched Transactions 1,952,869
' Percentage increase from
the orior year
Responsibilty Center Reports 27,329
Percentage increase from
~ the prior year
Repcrting Certer Reports 15,074

Percentage increase from
the prior year

Nongereral fund revenues
(in thousands, excludes
universities? $1,269,057
Percertage imcrease from
the prior year

F¥Y83 F¥Y8&

2,067,095 2,190,683

o

5.84 S.9%
31,364 34,384
14.8% 9.6%
19,121 22,539
26.8% 20.2%

$1,420,907  $1,477,322

12.0% 4.0%
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PURCHASING DIVISION

Department of Administrétion

State af Mantana

PURPQOSE:

To ensure fair, broad-based competition on State purchases.
To save money far the State through purchasing practices and
disposition of surplus property.

DORGANIZATION:
The Purchasing Division has 31 FTE, organized intg. . two
Bureaus:
« Purchasing Buré;u>——wGené};i Fﬁnd; oversees all
supply and service purchases not received centrally.

.+ Property and Supply Bureau =-- praprietary fund;
purchases, warehouses and distributes all centrally
received supplies; accounts for and disposes of
surplus property.

METHOD:

Competitive bids or proposals are obtained for all
purchases. Cammon use items are "controlled" and purchased
only by the Purchasing Division to get the best value by:

- combining agency needs to take advantage of the
State’s purchasing volume;

standardizing specifications to consolidate the
State’s requirements;

providing for central receiving of saome items to
reduce costs.



DEPARTMENT OF ADMINISTRATION

PURCHASING DIVISION

2

|
PURCHASING PROPERTY & SUPPLY
BUREAU BUREAU

Centralized purchasing

« Purchasing delegation

Vendor listing

- Preference application

Technical assistance

Central Staores
State surplus

Federal surplus




PURCHASING BUREAU

ROLE:

The Purchasing Bureau’s role was simply described in a
recent news article: agencies tell the Bureau what they
need, the Bureau finds the best buy, the agencies pay the
bill. ' ‘

The Purchasing Bureau specializes in '"shopping"” for the
State.

STAFF :

The Purchasing Bureau currently employs seven (7) purchasing
agents and six (&) clerical staff. One-half of ¢ the
administrator’s salary and expenses are also allocated to
the Bureau. Within Fy 87 a management analyst and

receptionist were laid off in order to meet budget cuts and
vacancy savings requirements. In addition, all purchasing
agents and the administrator are on reduced hours.

VOLUME: ;
~Over $80 million worth of goods and services are procured
annually through activities of the Purchasing Bureau.

Over 4800 items grouped into 72 different commodity
categories are assigned to each of the six purchasing
agents.

Over S5.300 businesses (1800 from Montana) have filed with
the Bureau to bid for the State’s purchasing transactions.

PROCEDURES:

‘Given the amount of State business and competition
for that business, standard procedures are necessary to
ensure the highest level of public confidence in the
fairmess of each transaction. The price of this confidence
is the occasional criticism of being cumbersome or
inflexible.



Each major purchase involves four steps:

»+ A requisition which originates at the user agency and
specifies what is needed.

» An invitation for bids (IFB) sent to a sufficient
number of venders to ensure competitive offers.

- A bid opening'and contract award to the lowest
responsible bidder who meets the specifications

required in the IFB.

- Delivery of the goods or services purchased and

payment by the user agency. £
DELEGATION:
During this last biennium a program of controlled

decentralized purchasing became fully implemented. Rather
than make all purchases, no matter how small or unique to an
agency, the Purchasing Bureau now delegates some purchasing
authority. A requesting agency which demonstrates that it
can exercise this authority within existing laws and rules
can enter a delegation agreement with the Bureau. -

The typical delegated purchasing limit -is $2000, although
two agencies have limits up to $23,000 (Legislative Council
and the University of Montana).

Some of the effects of delegation include:
- Purchasing Bureau processing requisitions mainly of
larger dollar amounts, smaller purchases being made
by agencies. :

reduced processing time on agency requisitions;

- need for compliance "audits" of agencies with
delegated authority;

- some increases in purchasing staff at the agency
level. ‘ '
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PURCHASING DIVISION HB

BUDGET DIFFERENCES

PERSONAL SERVICES

Salaries

OBPP recommendation reflects carry forward of current level
for overtime costs to process the purchasing requests from
agencies. LFA recommendation excludes these costs of $920 a
year.

Health Insurance

LFA recommendation does not include enough health insurance
for current level FTE. Shortfall is $690 a year.

CONTRACTED SERVICES

OBPP reccmmendation includes $460 a year to adjust for training
credits issued to the division for «classes taught by the
Purchasing staff. The credits had reduced the base year expenses
for education and training. These credits are not an ongoing
occurrence. LFA recommendation does not include this cost.

OBPP recommendation provides for additional $953 a year to
microfilm vendor records as required by. statute. The base year
does not reflect a normal year's acthlty LFA recommendation
does not include this cost.

OBPP recommendatlon reflects current level of $3,182 a year for
Photocopy Pool Services. LFA recommendation includes these costs

under the category of Supplies. Per state accounting policy,
this expense should be under Contracted Services.

SUPPLIES

See éxplan tion above relating to Photocopy Pool Services in
Contracted 3ervices.

COMMUNICATIONS

OBPP recommendation provides increased costs of postage and
mailing for bid invitations and purchase orders to vendors. LFA
recommendation does not include these costs. Difference 1is
$2,277 a year.



TRAVEL

OBPP recormendation provides increases for in-state travel. This
travel is for on-site visitations to state agencies for training
in purchasing procedures and compliance audits of delegated
purchasing authority. LFA recommendation does not include these
costs. Difference is $684 a year. : '

RENT

OBPP recommendation has new square footage rates. LFA
recommendation includes these costs under rent-inflation. Dollar
amounts are similar.

REPAIR AND MAINTENANCE

OBPP recommendation includes grounds maintenance. LFA
recommendation includes this cost under rent-inflation. Dollar
amounts are similar.

LFA recommendation reflects actual maintenance costs for compﬁter

equipment. OBPP recommendation is at a reduced level.
Difference is $1,485 a year.

PurDif £f.KM
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SUBJECT: Cooperative Governmental Purchasing in Montana; a fact sheet

PREPARED BY:

- CONTACT PERSON:

POSITION:

BENEFITS:

SURVEY RESULTS:

-Big Sky Public Purchasing, Montana Chaptér of the National

Institute of Governmental Purchasing (N.I.G.P.).

Mr. Terry Wahl

tegislative Committee Chairperson
406/721-5700 (ext. 282)

Missoula, Montana

Big Sky Public Purchasing, an independent Montana organiza-
tion of purchasing professionals, endorses implementation of
cooperative .governmental purchasing in Montana as described
under the Montana Codes Annotated {MCA) Title 18-4-401
through 407 (attached). B
Big Sky Public Purchasing recognizes the Montana Department
of Administration as the governmental entity legally author-
ized to sponsor, conduct or administer a statewide coopera-
tive purchasing program and, therefore, requests that
spending authority be made available to the Montana Depart-
ment of Administration to implement a cooperative program
under Title 18 authority.

Actual dollars are not requested; funding will be estab-
lished under a proprietary account and only spending
authority will be necessary for a cooperative purchasing
program to become operational statewide.

| The Great Falls Public School System's School Lunch Program

realized an 18% savings through participation-in the
Fall '86 160 School Cooperative (0.P.I.) Division of Food
Service Food Bid.

Great Falls' School Food Services states: "Our participa-
tion in the Co-operative Bid has been an important factor in
controlling our food costs."

Passage of Initiative 105 and Montana's current economic
conditions mandate that all levels of government find
similar ways of controlling costs.

Cooperative governmental purchasing will control costs
through (1) volume discounts realized by effectively harness-.
ing statewide buying power, and (2) by providing an option

to all levels of government for centralized purchase of
universally used commodities, thus eliminating duplication

of efforts.

. During November 1986, Big Sky Public Purchasing conducted an

independent survey of Montana's school districts, cities and
counties to determine to what extent cooperative govern-



mental purchasing would be used across the state.
Ninety-five percent of the surveys returned expressed
interest in at least one aspect of cooperative purchasing as
defined under Title 18. Specifically, they are:

Central Stores; 32 positive responses.

Requisition Time Schedule; 19 positive responses.

State term contracts; 12 positive responses.

Purchasing in general;rlo positive responses.

FISCAL NOTES: The Department of Administration's Purchasing Division will
prepare a projected budget of needs associated with
implementation of a cooperative purchasing program if
requested to do so by the legislature.

DFL:ml1:1/cc



DEPARTMENT OF ADMINISTRATION

ACCOUNTING DIVISION

TED SCHWINDEN, _GOVERNOR ROOM 255, MITCHELL BUILDING

) ——SIATE OF NONTANA

(406) 444-3092

HELENA, MONTANA 59620-0102

MEMORANDUM

TO:

FROM:

DATE:

Highways and Ceneral Goverrnment Committee Members
and Secretary

Kathy Fabiano, Administrator7k77
Accounting Division

January 21, 1987

Attached is the additional information requested by the committee during
the Department of Administration's Accounting Division budget hearings. -
The attachments include -

1.

cc:

A comparison of the number of transaction lines input to SBAS
during FY84 through FY86, by agency;

A comparison of the number of responsibility and reporting center
pages printed during FY84 through FY86, by agency;

The Accounting Division's budget request for FY88 and FY89 to
accommodate SBAS growth since FY86; and

A copy of the letter to the Governor describing the division's
modified request for $25,000 in FY88 and the Governor's response.

Karen Munro, Administrator
Central Services Division
Department of Administration

Flo Smith
Office of Budget and Program Planning

Pam Johler
Legislative Fiscal Analyst's Office

Attachments (5)

" AN EQUAL OPPORTUNITY EMPLOYER"
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DEPARTMENT OF ADMINISTRATION, ACCOUNTING DIVISION
Budget Request for SBAS Growth Since Base Year FY86
Fiscal Years 1988 and 1989

Processing and Report Printing
Microfiche Copies ' ‘
Keypunching of Transactions

Total Budget Request for Growth

FY88 FY89
$ 13,818  § 16,729
2,509 3,946
21,741 33,582
§$ 38,068  § 54,257



e | — SIATE OF MONIANA

(406) 444-2032 HELENA, MONTANA 59620

DEPARTMENT OF ADMINISTRATION
DIRECTOR'S OFFICE

TED SCHWINDEN, GOVERNOR MITCHE

LL BUILDING

January 8, 1987

The Honorable Ted Schwinden
Governor, State of Montana
State Capitol

Helena, MT 59620

Dear Governor Schwinden:

The Department of Administration is responsible for preparing the
Statewide Cost Allocation Plan (SWCAP). The plan is used by State
agencies to negotiate an indirect cost rate for their federally funde
programs. Costs recovered through SWCAP are deposited in the General
Fund. Montana recovered about $410,000 in General Fund indirect cost
from the Federal government in Fiscal Year 1986 and, if allowed to ad
a modified request to our budget for next biennium, we may be able to
increase the amount that would otherwise be recovered in Fiscal Year

1988 by as much as 50 to 1007%. We would be asking for an additional

$25,000 in spending authority.

A representative of the Federal government was here in November to
negotiate Montana's SWCAP for Fiscal Year 1987 and questioned several
of the costs currently charged to federal programs through SWCAP and
our internal service type operations. We were at a disadvantage
during those negotiations because we have no staff with expertise in

‘this area. Fortunately, a consulting firm, hired by the Information

Services Division on another matter but very experienced in indirect
cost plans, was here at the time and assisted us in reducing the
amount of questioned costs from more than $1 million down to $7,000.

Evidently this firm saw enough of our indirect cost plan during those
negotiations to conclude that it needs some work because they later
presented us a prcposal to prepare our 1988 SWCAP at, in effect, no
cost to the state., They are so sure they can increase Montana's
indirect cost recoveries that they are willing to sign a service
contract on a contingent fee basis. They will guarantee to increase
CGeneral Fund revenues from indirect cost recoveries by at least the
amount of their fee, which will not exceed $25,000, or we pay them :
nothing., To get some idea of what we might realize in added General
Fund revenues, we contacted three other states that use this firm.
These three states said their cost recoveries have increased as much
as 50 to 100%. Of ccurse we would have to request pronosals from
other firms willing to do the work on the same contingent fee basis,
shogld there' be any.

ay AL QOPPORTUMNITY EMPLOYER
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The Honorable Ted Schwinden
January 8, 1987
Page Two

I regret we were not aware these services were available before our
budget for next year was submitted to your office, but because the
General Fund stands to gain as much as $400,000 and can lose nothing
from this proposal, we can't afford to wait another two years to
request the funding. I would like your concurrence to our submitting
this modified request for $25,000 to our budget subcommittee.

Sincerely,
Yo j
%L/

Ellen Feaver
Director

EF/kf



State of Montana
Office of the Goucrnor
elena, Montana 39620

- 40G6-444-3111 ?}‘ .5..: C :’,.‘ g ‘“j E D

TED SCHWINDEN ‘ : FINN % e Gl
GOVERNOR : JRN 1 5 KLY

DEFT. OF ADIMNISTRATION
DIRECTORS OFFiCE

January 15, 1987 |

Ms. Ellen Feaver, Director -
Department of Administration

Sam W. Mitchell Building

Helena, MT 59620

Dear Ellen:

Given that the proposal to improve the state's indirect cost plan
promises to substantially increase revenues without any financial risks,
it makes good sense to me to ask the legislature for the necessary
$25,000 fee. | have a hunch the possibility of up to a 1600% return on
the initial investment will be as appealing to legislators as it is to me.

D SCHWINDEN

Governor’



DEPARTMENT OF ADMINISTRATION
DIRECTOR'S OFFICE

. \g\ ‘ \‘ -7 S3CHWINDEN, GOVERNOR ' MITCHELL BUILDING
& —— SIATE CF MONTANA
‘ 138) 444 2032 . HELENA, MONTANA 53620
DATE: January 9, 1987
TO: Representative Rehberg, Chairman

General Government and Highways
Appropriations Joint Subcommittee

\f

FROM: Ellen Feaver, Director
’ Department of Administra

SUBJECT: Statewide Information System Plans N
For your information and reference, the Department of Adminstra-
tion is pleased to provide you and your subcommittee with copies
of A Report on Statewide Information System Plans for Fiscal
Years 1988 & 1989.

Mike Trevor, Administrator of Information Services Division can
be reached at 444-2700, if you wish to discuss any issue pertain-
ing to state information systems or obtain additional copies of
the report.

AN FQUAL QPPORTUNITY EMPLOYER
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