
MINUTES OF THE MEETING 
GE~ERAL GOVERNMENT AND HIGHWAYS SUBCOMMITTEE 

50TH LEGISLATIVE SESSION 
HOUSE OF REPRESENTATIVES 

The meeting of the General Government and Highways Sub­
committee was called to order by Chairman Rehberg on 
January 27, 1987 at 8:00 a.m. in Room 132 of the State 
Capitol. 

ROLL CALL: All committee members were present. Also 
present were Flo Smith, Budget Analyst from the Office 
of Budget & Program Planning and Pam Joehler, Senior 
Fiscal Analyst from the Office of the Legislative Fiscal 
Analyst. (LFA) 

49A:0.00 

House Bill 248 

Rep. Bruce Simon, House District No. 91, Billings, intro­
duced HB 248. (Exhibit No.1) The substance of the bill 
is on page 4. The purpose is to recover money for the 
general fund not currently being recovered. 

Chairman Rehberg called for proponents. 

PROPONENTS 

Kathy Fabiano, Administrator of the Accounting Division of 
the Department of Administration, supported the bill. The 
purpose is to allow the general fund to recover the cost 
of providing Central Services to certain earmarked accounts, 
specifically state special revenue accounts that keep their 
own investment earnings. (Exhibit No.2) In the past few 
years, there have been more and more earmarked accounts 
getting authority to keep their interest earnings. In 
1986, there were fourteen state special revenue accounts 
receiving investment earnings totaling $5,500,000. Under 
the proposed legislation, programs funded from interest 
earning earmarked accounts would be required to reimburse 
the general fund for their share of Centralized Service 
costs. The Department of Administration, using the prior 
year's statewide cost allocation plan, would determine the 
amount those agencies should pay to the general fund. 

The Board of Investments currently deducts investment 
earnings from agencies for their own administrative ex­
penses. Under this legislation, the Board of Investments, 
using the amount provided by the division, would also deduct 
for the cost of the Centralized Services before they credit 
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interest earning state special revenue accounts with the 
investment earnings. Those deductions would then be cred­
ited to the general fund by the Board of Investments. 

Chairman Rehberg called for opponents. 

There were no opponents. 

Rep. Simon closed. As indicated by the fiscal note, the 
amount recovered would be approximately $50,000. He urged 
the committee's support for this bill. 

The hearing closed on HB 248. 

House Bill 180 

Rep. Harry Fritz, House District 56, Missoula County, intro­
duced HB 180. (Exhibit No.3) The bill attempts to provide 
very limited and carefully circumscribed exceptions to the 
current state bidding procedures and office stores policy. 
One exception deals with sealed bids. If a purchasing agent 
can buy an office supply item cheaper locally, he may do so, 
after the sealed bid is opened. The second exception re­
lates to office supplies bid out on central contracts for 
large amounts of several items. It is a question of saving 
money and how much. 

Chairman Rehberg called for proponents. 

There were no proponents. 

Chairman Rehberg called for opponents. 

Opponents 

Mike Muszkiewicz, Administrator of the Purchasing Division of 
the Department of Administration, opposed the bill. with 
the amendment, it becomes clear this bill applies only to 
office supplies. Mr. Muszkiewicz said it opens the door to 
office supply dealers who have an interest, particularly in 
the Helena area, in selling to the state. It is making an 
exception to purchasing law which has been in effect since 
1984 for one commodity, office supplies. 

Sen. Stimatz was excused to introduce a bill. 

Mr. Muszkiewicz continued. The fiscal note described a small 
savings in the first year. This savings would decline in the 
second year as suppliers would no longer be interested in 
submitting a bid. The low bid becomes the price to beat. 



General Government and Highways Subcommittee 
January 27, 1987 
Page 3 

Those who were responsive and bid, suffer; those coming in at 
the last minute are the winners. The qualify of the product 
is no longer assured. Once competition declines, the cost 
to the state will increase. State preference will be diffi­
cult to apply. He said the bill decentralizes states pur­
chases in term of office supplies. 

(22.45) 

There were questions from the committee to Mr. Muszkiewicz 
and Rep. Fritz. 

49B:3.00 

The university system cannot invite bids on their own. They 
must go through Central Stores. There are current price lists 
furnished by Central Stores. The store at the University of 
Montana in Missoula was cited as having items offered for 
sale at a higher price than local vendors. After discussion, 
this was determined to be a problem in updating the inventory 
by the store itself. 

Rep. Fritz closed. He said he was just trying to buy some 
items at a cheaper cost and save the state some money. 

(14.00) 

The committee addressed the three bills presented for this 
consideration. 

House Bill 20 

EXECUTIVE ACTION 

Sen. Gage moved HB 20 DO PASS. 

A voice vote was taken and the motion PASSED, with Chairman 
Rehberg voting no. 

House Bill 248 

EXECUTIVE ACTION 

Sen. Gage moved HB 248 DO PASS. 

A voice vote was taken and the motion PASSED unanimously. 
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House Bill 180 

EXECUTIVE ACTION 

Sen. Keating moved HB 180 DO NOT PASS. 

There was discussion regarding the problems in the University 
System. 

A voice vote was taken and the motion PASSED, with Rep. Quilici 
voting no. 

Sen. Stimatz returned to the meeting. 

50A:2.30 

DEPARTMENT OF ADMINISTRATION 

State Tax Appeal Board 

Pam Joehler, LFA, explained the three percent increase to the 
general fund was due primarly to an increase in operating ex­
penses. For the most part, the LFA current level maintained 
contracted services as experienced in FY 86. The majority 
of the contracted services relate to secretarial services 
associated with the County Tax Appeal Boards. The major 
difference between the two budgets is the LFA continued the 
County Board per diem expense at the current level and the 
OBPP reduced this by $3,400 per year. The LFA applied four 
percent vacancy savings to the State Tax Appeal Board members 
and the OBPP did not. 

EXECUTIVE ACTION 

Sen. Keating moved the committee adopt the OBPP budget. 

There was discussion regarding vacancy savings and the $3,400 
per diem. 

Rep. Quilici amended Sen. Keating's motion to add $3,465 
in personal services to comply with the LFA figure of $53,055. 

Rep. Quilici withdrew his amendmen~. 

Sen. Keating withdrew his motion. 
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EXECUTIVE ACTION 

Rep. Poulsen moved the committee adopt the LFA budget with 
adjustments. 

A voice vote was taken and the motion PASSED, with Sen. 
Keating voting no. 

Rep. Quilici addressed the request by the agency for the modi­
fied to complete the appraisals and appeals. 

(21.45) 

Publications and Graphics Division - Purchasing and Printing 
Coord. 

EXECUTIVE ACTION 

Sen. Keating moved the committee adopt the LFA budget with 
adjustments. 

Pam Joehler, LFA, said there would have to be some adjust­
ments made in the rent category. 

Sen. Keating amended his motion to include $1,734 for rent 
inFY 88 and $1,800 in FY 89. 

A voice vote was taken and the motion PASSED unanimously. 

There was discussion regarding Goods for Resale. Don Breiby, 
Administrator of the division, said without this spending 
authority, the division would still bid the product and 
issue the purchase order, but the agency's name would be 
on it and the division would be out of it. 

The OBPP budget reflects a twelve-month period and the LFA 
budget reflects a nine-month period. 

EXECUTIVE ACTION 

Sen. Keating moved $549,300 be added to the LFA budget in Goods 
for Resale. 

A voice vote was taken and the motion PASSED unanimously. 
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EXECCTIVE ACTION 

Sen. Gage moved the committee increase health insurance by 
$690 per year for the one half-time FTE. 

A voice vote was taken and the motion PASSED, with Sen. 
Keating voting no. 

EXECUTIVE ACTION 

Rep. Poulsen moved the committee eliminate the $2,487 in FY 88 
and $1,115 in FY 89 for equipment. 

A voice vote was taken and the motion PASSED unanimously. 

50B:0.26 

Publications and Graphics Division - Operations 

EXECUTIVE ACTION 

Sen. Gage moved the committee adopt the LFA budget with ad­
justments. 

A voice vote was taken and the motion PASSED unanimously. 

Pam Joehler said she had included repair and maintenance costs 
not requested by the agency and there could be a reduction 
of $5,468 each year in that category. 

EXECUTIVE ACTION 

Sen. Gage moved the committee decrease repair and maintenance 
by $5,468 each year. 

A voice vote was taken and the motion PASSED unanimously. 

Rep. Quilici addressed the $25,800 in equipment shown in 
both the LFA and the OBPP budgets for FY 88. Flo Smith from 
the OBPP listed the equipment: 

Plate maker ------ $13,000 - replacement 
Folder ----------- $ 5,000 - replacement 
Collator --------- $ 7,000 - replacement 
2 Map file cabinets 800 - new purchase 

Pam Joehler, LFA, addressed the differences in personal services. 
The additional temporary staff do not receive health benefits. 
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They only receive Workers' Comp and unemployment. She forgot 
to make this adjustment in the LFA budget. She did include 
excessive health and other benefits in FY 89 and excessive 
overtime benefits. This amounts to $13,868 in FY 89. There 
was also $3,000 less in overtime in FY 89 than recommended 
by the OBPP. 

EXECUTIVE ACTION 

Rep. Quilici moved the committee delete the $13,868 in FY 89 
and add back in the $3,000 in FY 89 for overtime. 

A voice vote was taken and the motion PASSED unanimously. 

EXECUTIVE ACTION 

Sen. Gage moved the committee increase the rent by $1,456 
in FY 88 and $1,556 in FY 89. 

A voice vote was taken and the motion PASSED unanimously. 

EXECUTIVE ACTION 

Rep. Poulsen moved the committee allow the $800 to purchase 
a map file and remove the plate maker, folder and collator. 

Mr. Breiby said the division could make the existing plate 
maker last a couple years. He further stated there could be 
some problems if the collator was not replaced. There is a 
twenty-four hour service contract on it during the Legislature 
to keep it up and running and this is very expensive. 

A voice vote was taken and the motion DID NOT PASS, with Sen. 
Keating, Sen. Stimatz and Sen. Gage voting no. 

EXECUTIVE ACTION 

Sen. Keating moved to segregate. 

A voice vote was taken and the motion PASSED unanimously. 

EXECUTIVE ACTION 

Sen. Keating moved the committee delete the amount of $13,000 
for the plate maker. 

A voice vote was taken and the motion PASSED unanimously. 
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EXECUTIVE ACTION 

Rep. Quilici moved the committee grant the $7,000 for the 
collator. 

A voice vote was taken and the motion PASSED, with Rep. 
Poulsen voting no. 

EXECUTIVE ACTION 

Rep. Poulsen moved the committee grant the $800 for the two 
map file cabinets. 

A voice vote was taken and the motion PASSED, with Chairman 
Rehberg voting no. 

EXECUTIVE ACTION 

Rep. Quilici moved the committee delete $5,000 for the folder. 

A voice vote was taken and the motion PASSED unanimously. 

The committee recessed at 10:15 a.m. 

The committee reconvened at 10:35 a.m. 

Publications and Graphics Division - Administration 

EXECUTIVE ACTION 

Rep. Quilici moved the committee adopt the LFA budget with 
adjustments. 

A voice vote was taken and the motion PASSED unanimously. 

Pam Joehler, LFA, addressed the need to adjust the rent and 
add $4,501 in FY 88 and $4,667 in FY 89. 

EXECUTIVE ACTION 

Rep. Quilici moved the committee adjust the rent and add 
$4,501 in FY 88 and $4,667 in FY 89. 

A voice vote was taken and the motion PASSED unanimously. 

Pam addressed the difference in equipment. The OBPP recom­
mended the purchase of two replacement desks in the amount of 
$936 in FY 88. This was not included in the LFA budget. 
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EXECUTIVE ACTION 

Sen. Keating moved the committee grant the $936 in FY 88 
to purchase the two replacement desks. 

A voice vote was taken and the motion PASSED, with Chairman 
Rehberg and Rep. Poulsen voting no. 

SlA:2.2S 

Purchasing Division 

EXECUTIVE ACTION 

Sen. Gage moved the committee adopt the LFA budget with ad­
justments. 

A voice vote was taken and the motion PASSED unanimously. 

EXECUTIVE ACTION 

Sen. Gage moved the LFA budget be increased $690 per year 
for health insurance. 

A voice vote was taken and the motion PASSED unanimously. 

Flo Smith from the OBPP addressed the difference in the two 
budgets in personal services. The amount of $920 is over­
time for purchasing staff during fiscal year end. 

Purchasing Division - Property and Supply Bureau 

EXECUTIVE ACTION 

Sen. Gage moved the committee adopt the LFA budget with ad­
justments. 

A voice vote was taken and the motion PASSED unanimously. 

Pam Joehler, LFA, addressed the differences in communications. 
This is accounted for as follows: 

1. The OBPP included $1,140 each year for messenger 
service. This was not included in the LFA. 

2. The OBPP included approximately $1,900 each 
year for telephone equipment. This was not 
included in the LFA. 
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). The LFA deleted $157 in FY 88 and $536 in 
FY 89 for telephone moving costs. 

There was discussion regarding the fire alarm line. 

EXECUTIVE ACTION 

Sen. Keating moved the committee grant $984 each year for the 
fire alarm line. 

A voice vote was taken and the motion PASSED unanimously. 

EXECUTIVE ACTION 

Chairman Rehberg moved the committee adopt the OBPP budget 
for repair and maintenance, an annual $6,071 reduction 
from the LFA budget. 

A voice vote was taken and the motion PASSED unanimously. 

(16.10) 

Information Services Division - Resource Management/Admin. 

EXECUTIVE ACTION 

Sen. Gage moved the committee adopt the LFA budget with ad­
justments. 

A voice vote was taken and the motion PASSED unanimously. 

EXECUTIVE ACTION 

Sen. Gage moved the committee increase the LFA budget in the 
amount of $14,400 in FY 88 for audit other than state audit. 
(i.e., the central audit) 

A voice vote was taken and the motion PASSED unanimously. 

There was discussion regarding the publication of the State­
wide Data Processing Plan. Pam Joehler, LFA, said the $15,000 
in FY 88 would be for the publication of a User's Manual. 
The LFA did not include it because it was not a current level 
service. This would not be published on a regular basis. 
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Information Services Division - Central Computer Operations 

EXECUTIVE ACTION 

Rep. Quilici moved the committee adopt the LFA budget with 
adjustments. 

A voice vote was taken and the motion PASSED unanimously. 

Rep. Quilici addressed the 
Pam Joeh1er, LFA, said the 
assumption of growth. The 
Mike Trevor, Administrator 
is recovered through usage 

EXECUTIVE ACTION 

difference in supplies and materials. 
primary difference relates to the 
LFA used a smaller level of growth. 
of the division, said the cost 

rates. 

On the assumption that the supplies and materials are pass­
throughs and this would be merely spending authority and 
may not necessarily be spent, Sen. Keating moved the committee 
approve the $52,669 in FY 88 and $85,274 in FY 89 increase 
for the division's use in case there is a demand. 

A voice vote was taken and the motion PASSED unanimously. 

Sen. Gage requested information as to what each agency had 
expended in FY 86 for the division's services. This would 
enable the subcommittees to question large increases by 
agencies in data processing. 

There was discussion regarding the repair and maintenance 
category. Mike Trevor said everything does not stop if there 
is a problem with UPS as they can revert to Montana Power. 

Rep. Quilici addressed the work study program with Helena 
Industries and Helena Vo-Tech in lieu of overtime. 

Mr. Trevor said they could still utilize these services. 
However, with four percent vacancy savings, it would be 
doubtful. 

51B:5.00 

EXECUTIVE ACTION 

Sen. Keating moved the committee increase contracted services 
by $2,704 in FY 88 and $3,014 in FY 89 and decrease personal 
services overtime by a like amount. 

A voice vote was taken and the motion PASSED unanimously. 
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Sen. Gage asked for clarification in the repair and mainte­
nance category. Mr. Trevor said the deficiency resulted from 
the transfer of the maintenance on the COM from expenditure 
ID 2743 to expenditure ID 2750. The problem with reducing 
ID 2743 by this amount is there was no consideration given 
to inflation by either the LFA or the OBPP. 

EXECUTIVE ACTION 

Sen. Gage moved the committee include $9,500 in FY 89 for 
the maintenance contract on the multiuser computer and terminal. 

A voice vote was taken and the motion PASSED, with Chairman 
Rehberg voting no. 

Information Services Division - Information Center 

EXECUTIVE ACTION 

Sen. Gage moved the committee adopt the LFA budget with ad­
justments. 

A voice vote was taken and the motion PASSED unanimously. 

Rep. Quilici stressed the importanceof this training center. 
Mr. Trevor said the training equipment should be up-to-date. 
The equipment removed from the center is placed in the equip­
ment pool and is made available to other agencies. He felt 
the division could get by with the three computersas in the 
LFA budget. 

ADJOURNMENT: The meeting was adjourned at 11:45 a.m. 
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c
a
u

se
 

th
e
 

b
o

o
k

 
v

a
lu

e
 

o
f 

su
c
h

 

in
v

e
st

m
e
n

ts
 

in
 

a
n

y
 

re
ti

re
m

e
n

t 
fu

n
d

 
to

 
e
x

c
e
e
d

 
50

%
 
~
f
 

th
e
 

b
o

o
k

 

v
a
lu

e
 

o
f 

su
c
h

 
fu

n
d

 
o

r 
w

o
u

ld
 

c
a
u

se
 

th
e
 

st
o

c
k

 
o

f 
o

n
e
 

c
o

rp
o

ra
ti

o
n

 
to

 
e
x

c
e
e
d

 
2%

 
o

f 
th

e
 

b
o

o
k

 
v

a
lu

e
 

o
f 

su
c
h

 

re
ti

re
m

e
n

t 
fu

n
d

. 

(3
) 

N
o

th
in

g
 

c
o

n
ta

in
e
d

 
in

 
th

is
 

s
e
c
ti

o
n

 
p

re
v

e
n

ts
 

th
e
 

in
v

e
st

m
e
n

t 
in

 
a
n

y
 

b
u

s
in

e
s
s
 
a
c
ti

v
it

y
 

in
 
M
o
n
~
~
n
a
,
 

in
c
lu

d
in

g
 

a
c
ti

v
it

ie
s
 

th
a
t 

c
o

n
ti

n
u

e
 
e
x

is
ti

n
g

 
jo

b
s 

o
r 

c
re

a
te

 
ne

w
 

jo
b

s 
in

 

M
o

n
ta

n
a
, 

if
 

th
e
 

in
v

e
st

m
e
n

t 
m

e
e
ts

 
th

e
 

s
ta

n
d

a
rd

 
o

f 
c
a
re

 

re
q

u
ir

e
d

 
b

y
 

th
is

 
s
e
c
ti

o
n

. 
In

 
d

is
c
h

a
rg

in
g

 
it

s
 
d

u
ti

e
s
, 

th
e
 

b
o

a
rd

 
o

f 
in

v
e
st

m
e
n

ts
 

a
n

d
 

th
e
 

M
o

n
ta

n
a 

e
c
o

n
u

m
ic

 
d

e
v

e
lo

p
m

e
n

t 

b
o

a
rd

 
s
h

a
ll

 
c
o

n
s
id

e
r 

th
e
 
p

re
s
e
rv

a
ti

o
n

 
o

f 
p

u
rc

h
a
si

n
g

 
p

o
w

er
 

o
f 

c
a
p

it
a
l 

d
u

ri
n

g
 

p
e
ri

o
d

s
 

o
f 

h
ig

h
 

m
o

n
e
ta

ry
 

in
fl

a
ti

o
n

. 

(4
) 

T
h

e 
b

o
a
rd

 
o

f 
in

v
e
st

m
e
n

ts
 

h
a
s 

th
e
 
s
o

le
 
a
u

th
o

ri
ty

 
to

 

in
v

e
s
t 

s
ta

te
 

fu
n

d
s 

o
th

e
r 

th
a
n

 
th

e
 

M
o

n
ta

n
a 

in
-
s
ta

te
 

in
v

e
st

m
e
n

t 
fu

n
d

. 
N

o 
o

th
e
r 

a
g

e
n

c
y

 
m

ay
 

in
v

e
s
t 

su
c
h

 
s
ta

te
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2
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2
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2
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2
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L
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7
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8
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1
 

fu
n

d
s.

 
T

h
e 

b
o

a
rd

 
s
h

a
ll

 
d

ir
e
c
t 

th
e
 

in
v

e
st

m
e
n

t 
o

f 
s
ta

te
 

fu
n

d
s 

in
 

a
c
c
o

rd
a
n

c
e
 

w
it

h
 

th
e
 

la
w

s 
a
n

d
 
c
o

n
s
ti

tu
ti

o
n

 
o

f 
th

is
 

s
ta

te
. 

T
h

e 
b

o
a
rd

 
h

a
s 

th
e
 

p
o

w
er

 
to

 
v

e
to

 
a
n

y
 

in
v

e
s
tm

e
n

ts
 

m
ad

e 
u

n
d

e
r 

it
s
 

g
e
n

e
ra

l 
s
u

p
e
rv

is
io

n
. 

(5
) 

T
h

e
 

b
o

a
rd

 
o

f 
in

v
e
s
tm

e
n

ts
 
s
h

a
ll

: 

(a
) 

a
s
s
is

t 
a
g

e
n

c
ie

s
 

w
lt

h
 
p

u
b

li
c
 

m
o

n
ey

 
to

 
d

e
te

rm
in

e
 
if

, 

w
h

e
n

, 
a
n

d
 

ho
w

 
m

u
ch

 
s
u

rp
lu

s
 

c
a
sh

 
is

 
a
v

a
il

a
b

le
 

fo
r 

in
v

e
s
tm

e
n

t;
 

(b
) 

d
e
te

rm
in

e
 

th
e
 

am
o

u
n

t 
o

f 
s
u

rp
lu

s
 

tr
e
a
s
u

ry
 

c
a
s
h

 
to

 

b
e
 

in
v

e
s
te

d
; 

(c
) 

d
e
te

rm
in

e
 

th
e
 

ty
p

e
 

o
f 

in
v

e
st

m
e
n

t 
to

 
b

e 
m

ad
e;

 

(d
) 

p
re

p
a
re

 
th

e
 

c
la

im
 

to
 

p
a
y

 
fo

r 
th

e
 

in
v

e
s
tm

e
n

t;
 

a
n

d
 

(e
) 

k
e
e
p

 
a
n

 
a
c
c
o

u
n

t 
o

f 
th

e
 
to

ta
l 

o
f 

e
a
c
h

 
in

v
e
s
tm

e
n

t 

fu
n

d
 

a
n

d
 
o

f 
a
ll

 
th

e
 

in
v

e
s
tm

e
n

ts
 

b
e
lo

n
g

in
g

 
to

 
su

c
h

 
fu

n
d

 
a
n

d
 

a 

re
c
o

rd
 

o
f 

th
e
 

p
a
rt

ic
ip

a
ti

o
n

 
o

f 
e
a
c
h

 
tr

e
a
s
u

ry
 

fu
n

d
 

a
c
c
o

u
n

t 

th
e
re

in
. 

(6
) 

T
h

e 
b

o
a
rd

 
o

f 
in

v
e
s
tm

e
n

ts
 

m
ay

: 

(a
) 

e
x

e
c
u

te
 

d
e
e
d

s 
o

f 
c
o

n
v

e
y

a
n

c
e
 

tr
a
n

s
fe

rr
in

g
 
a
ll

 
re

a
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ro

p
e
rt

y
 

o
b

ta
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e
d

 
th
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u

g
h
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s
u

re
 

o
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n

y
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v

e
s
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e
n
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p
u

rc
h

a
s
e
d

 
u

n
d

e
r 

th
e
 

p
ro

v
is

io
n

s
 

o
f 

1
7

-6
-2

1
1

 
w

h
en

 
f
u

ll
 

p
a
y

m
e
n

t 

h
a
s 

b
e
e
n

 
re

c
e
iv

e
d

 
th

e
re

fo
r;

 

(b
) 

d
ir

e
c
t 

th
e
 

w
it

h
d

ra
w

a
l 

o
f 

a
n

y
 

fu
n

d
s 

d
e
p

o
s
it

e
d

 
b

y
 
o

r 

fo
r 

th
e
 
s
ta

te
 

tr
e
a
s
u

re
r 

p
u

rs
u

a
n

t 
to

 
1

7
-6

-1
0

1
 

a
n

d
 

1
7

-6
-1

0
5

; 

(c
) 

d
ir

e
c
t 

th
e
 

s
a
le

 
o

f 
a
n

y
 
s
e
c
u

ri
ti

e
s
 

in
 

th
e
 

p
ro

g
ra

m
 

a
t 

th
e
ir

 
f
u

ll
 

a
n

d
 

tr
u

e
 

v
a
lu

e
 

w
h

en
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u

n
n

 
n

e
c
e
s
s
a
ry

 
to

 
ra

is
e
 

m
o

n
ey

 
fo

r 
p

a
y

m
e
n

ts
 

d
u

e
 

fr
o

m
 

th
e
 

tr
e
a
s
u

ry
 

fu
n

d
s 

fo
r 

w
h

ic
h

 
th

e
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s
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c
u

r
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h
a
v
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b
e
e
n

 
p

u
rc

h
a
s
e
d
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(7
) 

T
h

e 
c
o

s
t 

o
f 

a
d

m
in

is
te

ri
n

g
 

a
n

d
 

a
c
c
o

u
n

ti
n

g
 

to
r 

e
a
c
h

 

in
v

e
s
tm

e
n

t 
fu

n
d

 
s
h

a
ll

 
b

e
 
d

e
d

u
c
te

d
 

fr
o

m
 

th
e
 

in
c
o

m
e
 

th
e
re

fr
o

m
, 

e
x

c
e
p

t 
th

a
t 

su
c
h

 
c
o

s
ts

 
o

f 
th

e
 

n
o

n
e
x

p
e
n

d
d

b
le

 
tr

u
s
t 

fu
n

d
s
 

s
h

a
ll

 
b

e
 

p
a
id

 
fr

o
m

 
in

c
o

m
e
 

o
th

e
rw

is
e
 

re
c
e
iv

a
b

le
 

tr
a
m

 
th

e
 

p
o

o
le

d
 

in
v

e
s
tm

e
n

t 
tu

n
d

, 
a
n

d
 

th
e
 

a
m

u
u

n
ts

 
re

q
u

ir
e
d

 
to

r 
th

is
 

p
u

rp
o

se
 

s
h

a
ll

 
b

e 
a
p

p
ro

p
ri

a
te

d
 

b
y

 
th

e
 

le
g
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la

tu
r
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o
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th
e
 

r 
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c
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in

 

s
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)(
b

),
 

th
e
 

c
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s
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to
 

a
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a
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~
v
i
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i
n
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A
m

o
u

n
ts

 
d

e
d

u
c
te

d
 

b
y

 
th

e
 

b
o

a
rd

 
m

u
st

 
b

e
 

c
re

d
it

e
d

 
to

 
th

e
 

g
e
n

e
ra

l 
fu

n
d

. 

(b
) 

N
o 

d
e
d

u
c
ti

o
n

 
fo

r 
p

ro
g

ra
m

 
c
o

s
ts

 
a
s
 

p
ro

v
id

e
d

 
in

 

s
u

b
s
e
c
ti

o
n

 
(
~
)
(
a
)
 

m
ay

 
b

e
 

m
ad

e 
if

 
a
n

 
a
c
c
o

u
n

t'
s
 

c
a
sh

 
o

n
 

h
a
n

d
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Q
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F
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D
-1

5 
In

 c
o

m
p

li
an

ce
 w

it
h

 a
 

w
ri

tt
e
n

 r
e
q

u
e
st

, 
th

e
re

 
is

 h
er

eb
y

 s
u

b
m

it
te

d
 a

 
F

is
c
a
l 

N
o

te
 f

o
r 

H
B

24
8 

, 
a
s 

in
tr

o
d

u
c
e
d

. 

D
ES

C
R

IP
TI

O
N

 
O

F 
PR

O
PO

SE
D

 
LE

G
IS

LA
TI

O
N

: 
A

n 
a
c
t 

to
 r

e
c
o

v
e
r 

th
e
 c

o
st

 t
o

 t
h

e
 g

e
n

e
ra

l 
fu

n
d

 
o

f 
p

ro
v

id
in

g
 s

e
rv
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e
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 c

e
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a
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g
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m
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a
t 

a
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o

t 
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n
d
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u
g

h
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h
e
 g

e
n

e
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l 
fu

n
d

; 
am

en
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ng
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c
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o
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1

7
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1
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M
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an

d
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v
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in

g
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n
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e
c
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v
e
 d

a
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A
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U
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T
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a
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st
a
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 c
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a
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z
e
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 s
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a
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 b
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DEPARTMENT OF ADMINISTRATION TESTIMONY 

House Bill No. 248 

RECOVERY OF CENTRALIZED SERVICE COSTS 

HB 248 - '" n act to recover the cost of providing centralized services to 
certain nongenera1 funded programs; amending Section 17-6-201; and providing 
a July 1, 1987 effective date." 

PURPOSE 

HB 248 is requested by the Department of Administration. This bill amends 
Section 17-6-201, allowing the General Fund to recover the cost of providing 
central services to earmarked accounts that keep their investment earnings. 
As amended, the law will allow the Board of Investments to deduct the cost of 
these services from earmarked accounts' investment earnings before the 
earnings are distributed. Amounts deducted by the Board will be credited to 
the General Fund. 

JUSTIFICATION 

The cost of providing Statewide centralized services, such as accounting, 
purchasing, personnel and budget ing, is paid by the General Fund. The 
Department of Administration prepares the Statewide Indirect Cost Allocation 
Plan, allocating the cost of these services to the agencies that receive 
them. Agencies in turn determine the portion of their costs that are 
attributable to federal programs and attempt to recover that amount from the 
feder a1 government. Any amount recovered is cred i ted to the General Fund. 
Although these same centralized services are also provided to State Special 
Revenue (earmarked) accounts, currently no attempt is made to recover the 
cost from these accounts. 

Agencies that receive earmarked revenues have in the past successfully argued 
that they should not be required to pay for the centralized services they 
receive because the investment earnings on earmarked revenues are credited to 
the General Fund. However, during the past few years a number of agencies 
have received legislative authorization to keep the investment earnings on 
their earmarked revenues. The programs funded from these interest earning 
earmarked monies each received centralized services, in different degrees, 
free of charge. At fiscal year-end 1986 there were fourteen such accounts. 
During FY86, these fourteen accounts received investment earnings totalling 
$5.5 million. Amounts earned by individual accounts ranged from $80 to $3.2 
million. 

EFFECT 

Under the proposed legislation, programs funded from interest earning ear­
marked accounts would be required to reimburse the General Fund for their 
share of centralized service costs. The Department of Administration, using 
the prior year's Statewide Indirect Cost Allocation Plan and working with the 
affected agencies, would determine the cost of providing centralized services 
to these programs. Wherever possible, the program allocations would be made 
on the same basis that costs are allocated to agencies in the Statewide 
Indirect Cost Plan. For example, the cost of providing accounting services 
is allocated to agencies based on the number of transactions they process; 

... ' r· , 



the cost of providing personnel services is allocated based on number of FTE; 
and the cost of providing central purchasing services is allocated based on 
the number of requisitions an agency submits. '~erever allocations cannot be 
made as they are in the Statewide Indirect Cost Plan, the Department of 
AdministrJtlon would work with the affected agency to determine another 
reasonabl2. :ost-effective means of doing the allocation. 

The Board Ji Investments currently deducts for their administrative expenses 
from agencies' investment earnings before they are distributed. If this 
legislation passes, the Department of Administration will provide the Board 
with an additional amount to be deducted from each earmarked account's 
investment earnings for centralized services. Centralized service costs 
recovered from earmarked accounts will be deposited in the General Fund as 
revenue. 

I<;a,thy !abiano. Administrator 
, Ac'counting Division 

Department of Administration 
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Proposed Amendment 

HB 180 - Introduced Copy 

1. Page 3, line 16 

Following: "proposals" 

Insert: "for office supplies," 

2. Page 3, line 16 

Following: "if a" 

Insert: "Montana" 

3. Page 3, line 17 

Following: "catalog price" 

Insert: "available to the public" 

4. Page 4, line 1 

Following: "from a" 

Insert: "Montana" 

5. Page 4, line 2 

Following: "catalog price" 

Insert: "available to the public," 



VISITOR'S REGISTER 

GENERAL GOVERNMENT & HIGHWAYS SUBCOMMITTEE 

AGENCY(S) DATE Jan. 27, 1987 

DEPART:1ENT ------------------------
1 

NAME REPRESENTING SUP- OP-
PORT POSE 

; 

" 

\ 

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT 
IF YOU HAVE WRITTEN COMMENTS, PLEASE GIVE A COpy TO THE SECRETARY 

FORM CS-33A 
Rev. 1985 


