MINUTES OF THE MEETING

CENERAL 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 March 5, 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 and
Program Planning (OBPP) and Clayton Schenck, Senior Fiscal
Analyst and Pam Joehler, Senior Fiscal Analyst from the Office of
the Legislative Fiscal Analyst. (LFA)

105A:0.00

Clayton Schenck, LFA, presented the committee with a summary of
action taken by the committee for the various agencies. (Exhibit
No. 1) The summary represents the budget to be presented to Full
Appropriation Committee on Friday, March 13, 1987. Chairman
Rehberg asked each member to review the summary for accuracy.

There was discussion regarding the committee's request for a ten
percent cut in the general fund to the Department of Administra-
tion, the Department of Revenue, and the Department of Justice.
Clayton referred to page A-48 of the summary, Department of
Justice. He said the ten percent cut was reflected as a negative
appropriations in the agency summary and was not taken out of any
of the program budgets. A similar summary was prepared for the
-Department of Administration and the Department of Revenue. He
said the approved amount that will go before the Full Appropria-
tions Committee as the subcommittee's recommendation has the ten
percent taken out of the agency total funding.

Chairman Rehberg reminded the committee the proposals for the ten
percent cuts as presented by the various agencies represented
only transfer of funds and did not identify areas wherein specif-
ic cuts could be taken. It was his interpretation the committee
did not accept what had been presented and, therefore, no commit-
tee action was taken.

Sen. Stimatz referred to the alternative proposed by Mr. LaFaver,
Administrator of the Department of Revenue, that the Department
not be required to assess and tax personal property and certain
kinds of farm machinery. Mr. LaFaver felt the ten percent could
be saved in this area. Sen. Gage said 1legislation had been
drafted that would allow the department to merge the personal
property factors with the real property factors, therefore,
eliminating the assessment of personal property. Sen, Keating
said he was presenting a bill to repeal all personal property tax
outright and tie it to a sales tax. There seems to be a lot of
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public support. This might be a solution for the Department of
Revenue.

Chairman Rehberg reminded the committee Rep. Donaldson had
requested the committee to review the budgets and to identify
potential soft spots. The areas suggested by Rep. Donaldson
included the Department of Revenue, eliminating two Supreme Court
Justices a year early and taking the four percent vacancy savings
in the legislative agencies.

(9.40)

Sen. Keating said he had hoped the Attorney General would have
suggested a little reorganization within the Department of
Justice, perhaps merging a number of existing bureaus with one
bureau chief.

Chairman Rehberg asked if it was within the power of the Legisla-
ture to eliminate mid-level management identified. Sen Keating
said it was within the power of the committee to be specific and
delete certain positions. Sen. Keating reminded the committee he
had asked the Attorney General if he had gi=n increases or
elevated several people on his staff to management level in view
of the cuts and freezes enacted.

Rep. Quilici said the only way to accomplish this would be to use
the PPP system for the classification only, not the individual,
to determine the need.

(16.00)

Rep. Quilici. said it was his understanding that the agencies
would come back with recommendations for the ten percent cuts and
the committee would act on those recommendations. He said
indiscriminately cutting ten percent on any budget was not the
way to go and the committee should have a handle on where these
cuts are taken. Chairman Rehberg said the committee would have
to identify these areas in order to make this a practical issue
rather than a political one.

Sen Keating agreed with Rep. Quilici that a ten percent cut
across the board was not the way to go. However, the committee
did it that way in hopes the administrators would be serious
about identifying what programs were not top priority in order to
help the committee evaluate what the taxpayers should be paying
for. He further stated the only specific program cut presented
was the merging of assessments by the Department of Revenue.
Other than that, they were all transfers and he was not given
sufficient information to make these decisions.

29
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(20.35)

Chairman Rehberg said some committee members had visited with the
Department of Revenue in order to identify some areas that might
be cut and some ideas were developed to present to the full
appropriations committee.

In amswer to Sen. Stimatz's questions regarding the Department of
Administration, Pam Joehler said the overall budget for the
Department was approximately §35,000,000 and, of that, about
$31,000,000 was proprietary funds representing charges to other
agencies for services rendered. Pam said thirty percent to forty
percent represented the percentage of general fund that is part
of the proprietary fund from other agencies.

(24.10)

HOUSE BILL 694

EXECUTIVE ACTION

Rep. Quilici moved the committee TABLE HB 694.

Rep. Quilici said Rep. Miller's bill and the funding allowed for
the actuary would provide the necessary information to those
interested.

A voice vote was taken and the motion PASSED unanimously.

HOUSE BILL 291

Sen. Keating said he thought the renewal notice provided an
excellent service to the public.

EXECUTIVE ACTION

Sen. Keating moved the bill DO PASS.

Clayton explained if the bill passed, the Motor Vehicle Account
would be increased by $88,000 and, since there was already a
shortfall, the end result would be more money would go for
Forensic Science and the general fund would be automatically
reduced by $88,000.

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

HOUSE BILL 385

EXECUTIVE ACTION
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Sen. Keating moved the committee TABLE HB 385.

He stated he did not feel it should be made statutory that the
cards be sent out. If a financial problem should develop in the
program and it is made a statutory requirement, it will have to
be funded.

Chairman Rehberg supported the motion and suggested the expendi-
ture of the $2.00 fee be line-itemed for this specific purpose.

This will require going back into the budget.

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

105B:0.00

HOUSE BILL 492

Clayton said the correct figures on the fiscal note should be
$703,500 in FY 88 and $1,234,000 in FY 89 under the difference
column. The fees will be used to fund the Forensic Lab, Data
Processing and the drug match.

Chairman Rehberg reminded the committee the drug match was
approved contingent upon the passage of this bill.

EXECUTIVE ACTION

Rep. Quilici moved the bill DO PASS.

Chairman Rehberg said he would oppose the bill as he considered
raising fees to be a backdoor attempt to raise taxes. He would,
however, support funding the drug match from the general fund as
he considered that to be an essential government service.

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

HOUSE BILL 607

Rep. Quilici said the bill should be a little more specific as to
the funding and perhaps the committee should consider
re-inserting the language referring to HB 84 passing.

Sen. Gage suggested talking to Gary Wicks about the possibility
of the Highway Department funding this program. The availability
of federal funds was also discussed.

Sen. Keating said he could not support this bill as long as the
reference is made to using general fund monies as he did not
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consider this to be of high priority to the state, but possibly
to local Chambers of Commerce. He said he would vote no on the
bill passing if general fund monies are included.

Sen. Keating was excused to introduce a bill.

Chairman Rehberg said he supported the idea of the bill, but was
uncomfortable with the $35,000 appropriation. He pointed out
Rep. Keenan wanted it to go to the Department of Commerce and not
to Highways because that is where the promotion for tourism would
be handled. '

EXECUTIVE ACTION

Rep. Quilici moved the language referring to the funding being
contingent upon the passage of HB 84 be re-inserted and the
language referring to the general fund be removed.

A voice vote was taken and the motion PASSED unanimously.
Rep. Quilici moved the bill DO PASS AS AMENDED.
A voice vote was taken and the motion PASSED unanimously.

Chairman Rehberg referred to HB 291. Susan Hansen presented an
amendment on general fund reversion. Bob Kuchenbrod, Administra-
tor of Central Services Division for the Department of Justice,
said the Department was concerned with the language on page 2,
line 11. He said the language may be referring to Jjust this
revenue generated, but they were afraid it could be interpreted
to mean the total balance of that account would be reverted, as
that has happened in the past. :

Chairman Rehberg asked for a motion to inzert the appropriate
language and requested Clayton and Bob to develop this language
to spell out the committee's intent that any excess caused by
this surcharge revert to the general fund.

EXECUTIVE ACTION

Rep. Quilici moved the committee adopt the language.
A voice vote was taken and the motion PASSED unanimously.

EXECUTIVE ACTION

Chairman Rehberg moved the committee reconsider the budget for
the Department of Justice in this area.

A voice vote was taken and the motion PASSED unanimously.



General Government and Highways Subcommittee
March 5, 1987
Page 6

EXECUTIVE ACTION

Rep. Quilici moved the committee line-item the surcharge fee of
$2.00 for mail notification of registration.

A voice vote was taken and the motion PASSED unanimously.
(22.55)

‘Clayton Schenck addressed the committee regarding the Board of
Crime Control. The committee approved a modified transferring
the Crime Victim's Compensation Program from the Department of
Labor to the Board of Crime Control and the funding in the amount
of the fiscal note was approved for this particular program. At
that time, Marvin Dye from the Board of Crime Control brought up
the point there were federal funds available to the states based
on the amount expended in prior vyears. Clayton reminded the
committee they had directed him to determine the language. He
said they had determined it was not a matter of language, but of
spending authority if these federal dollars are made available.
This would require an amendment to the modification to increase
the amount to equal that required for spending authority. To
amend the figures under benefits and claims on page A-88 of the
summary, the committee would add $129,000 in FY 88 and $136,000
in FY 89. The total columns would change accordingly. Under
funding, the state special revenue would be as the total now
reads, plus federal funding of $129,000 in FY 88 and $136,000 in
FY 89.

EXECUTIVE ACTION

Rep. Quilici moved the committee grant the $129,000 in FY 88 and
the §$136,000 in FY 89 and the fund balance in state special
should reflect the same.

A voice vote was taken and the motion PASSED unanimously.
(26.25)

Rep. Poulsen told the committee at his request and Chairman
Rehberg's request, Scott Seacat, Legislative Auditor, reviewed
various aspects of the Purchasing Division of the Department of
Administration, including areas in which salaries could be
reduced as a result of the reduction in purchase orders received
by the Division. (Exhibits No. 2 and No. 3)

Scott Seacat referred to Exhibit No. 2. The Legislative Audi-
tor's staff reviewed the current organization of the division,
the number of FTE, including those vacant, and the effect on the
division. They also reviewed areas where, in their opinion,
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there were duplications in the performance of duties. The
summary also included workload information, showing a significant
decline in this area from FY 81. The chart on page 5 of Exhibit
No. 2 compares the change 1in requisition and purchase order
workload to the change in FTE in the Purchasing Division. The
summary also reveals apparent duplication between the Purchasing
Division and the Publications and Graphics Division. Mr. Seacat
said there was potential for consolidation of an FTE. Based on
an estimate of allocating delegated purchasing authority of
$2,000 to all agencies, the summary projects the workload would
decrease by about sixteen percent or approximately three hundred
fewer requisitions. If the purchasing authority for all agencies
would be increased to §5,000, the workload would decrease by
approximately twenty-five percent.

To adequately determine the markup on goods sold by Central
Stores as requested by the Chairman, there would have to be a
more extensive performance audit done. Mr. Seacat said they were
unable to comment on these procedures at this time.

Mr. Seacat referred to Exhibit No. 3, a letter to Rep. Poulsen
dated February 19, 1987. The alternatives for changes in the
Purchasing Division staffing and procedures are outlined in this
exhibit. Mr. Seacat said the audit function is about .8 of an
FTE. Included in the estimates of salary savings if the delegat-
ed purchasing authority was increased, would be the addition of
.31 FTE to do an additional eighteen audits of the agencies. If
the audit function was reduced, it would be approximately .8 of
an FTE, or approximately $19,000. ‘

Chairman Rehberg complimented Rep. Poulsen for sticking to the
purchasing issue,

106A:5.35

EXECUTIVE ACTION

Rep. Poulsen moved the committee re-enter the budget for the
Department of Administration for the purpose of additional
action,

A voice vote was taken and the motion PASSED unanimously.

EXECUTIVE ACTION

Rep. Poulsen moved the committee amend the budget for the Pur-
chasing Division of the Department of Administration to conform
with Alternative No. 1, Alternative No. 2, Alternative No. 33,
and Alternative No. 3B under Purchasing Bureau and Alternative
No. 1 under Property and Supply Bureau as stated in a letter
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dated February 19, 1987, from Scott A. Seacat, Legislative
Auditor, addressed to Representative Harold Poulsen. (Exhibit
No. 3)

There was discussion regarding the increase in the purchasing
authority from $2,000 to $5,000.

Scott Seacat told the committee he did not believe both Alterna-
tives No. 3A and No. 3B could be enacted. He said the committee
should select one.

Rep. Poulsen amended his motion to eliminate Alternative No. 3B.
A voice vote was taken and the motion PASSED unanimously.

The committee concurred in this would represent part of the ten
percent cuts as requested by the committee for the Department of
Administration.

(12.45)

Clayton referred to the agency summary. He said the purpose of
the summary was for the committee's review and, if problems are
found in the interpretation, they would have time to make correc-
tions before it goes to the full appropriation committee. He
explained it would be amended as a result of the action taken by
the committee today. He said two bills approved by the committee
today are modifications that will increase the Motor Vehicle Fee
Account and the amounts are not in the numbers shown on the write
up. They are written up in the narrative and the full appropria-
tions committee will consider those separately. Until they are
actually approved, they are not reflected in the final numbers.

Clayton asked the committee for clarification on their intent on
HB 492. He asked if it was the intent of the committee to fund
data processing from the proceeds, as it has always basically
been general funded in the past. Bob Kuchenbrod said the depart-
ment's proposal for the ten percent cuts was to generate some
general fund dollars and that is why they suggested moving part
of the funding for data processing into Motor Vehicle. He said
they could identify certain activities in data processing that
are directly motor vehicle related, if that is the desire of the
committee. However, this would be more difficult to do 1in
Forensic Science. He said the balance of the Motor Vehicle
Account was used to offset general fund for many years.

Clayton said there was still $387,000 approximately per year of
general fund in the Data Processing Division and he asked if the
committee wanted that changed in any way. As the bill was
presented to the committee, Susan Hansen said, if approved, more
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of data processing could be funded and the wundercover drug
program and the Forensic Science Lab could also be funded.

Chairman Rehberg said Ms. Hansen was referring to the bill as
amended and she felt there would be sufficient funds in there to
partially offset general fund within data processing, The

question to the committee was, does the committee want to take
advantage of this?

EXECUTIVE ACTION

Rep. Quilici moved the committee fund data processing with Motor
Vehicle fees based on what is available.

A voice vote was taken and the motion PASSED unanimously.

(23.00)

Chairman Rehberg addressed two of the areas proposed by Rep.
Donaldson as possible additional cuts: 1) Four percent vacancy
savings in the Legislative Agencies that was not taken; 2)

Sunset of two justices on the Supreme Court a year earlier than
anticipated.

Clayton told the committee the justices sunset January 1, 1989,
and they will be operating under current law for a year and a
half in the 89 biennium. As they are elected officials and the
salaries of elected officials cannot be reduced during the term
of office, the question was one of being able to cut off the
salary before the term was completed just by a statutory change.
He said he had asked for an opinion on this and did not have it
at this time. It was decided the action of the Legislature will
determine this issue.

There was discussion regarding the issue of taking four percent
vacancy savings agencies,

Rep. Quilici said the Legislature places the burden on these
agencies and there is already so much comp time accumulated. He
said there had already been severe cuts taken in some areas and
he would not support action taking four percent vacancy savings.
Chairman Rehberg said he could not support taking four percent
vacancy savings in one agency and not in all. He said he would
like to have it across the board.

EXECUTIVE ACTION

Rep. Poulsen moved the committee open up the budget of the
legislative agencies for the purpose of discussing the four
percent vacancy savings issue.
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A voice vote was taken and the motion PASSED, with Rep. Quilici
and Sen. Stimatz voting no.

Sen. Gage said in order to be fair, the cuts would have to start
with these agencies,

Rep. Quilici pointed out some legislative agencies have sixty FTE
while others only have four. Chairman Rehberg said the committee
had attempted to do this across the board regardless of size, but
some exceptions had been made.

EXECUTIVE ACTION

Rep. Poulsen moved the committee take four percent vacancy
savings on all legislative agencies with more than twenty FTE and
one percent vacancy savings on those with less than twenty FTE.

106B:0.00

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

Sen. Gage asked those committee members on the Full Appropria-
tions Committee to address the fact that at least one agency is
still on the 86 pay matrix as compared to the others being on the
87 pay matrix. That agency is Judiciary. He also asked those
members to see if it would be possible to determine how, if at
all, the Department of Revenue could also take administrative
costs out of the checkoffs on the income tax forms. Perhaps this
could be addressed by language in the appropriations bill. Pam
Joehler said a better way to do this would be through a statutory
change.

Scott Seacat addressed the committee. He said he understood
where the committee was coming from regarding the wvacancy sav-
ings, but he wanted to let the committee know as far as the
legislation this session, the equivalent of sixteen audits, or
projects, have been added with no increase in FTE and they have
had about fifty major requests, plus other small requests, for
the equivalent of about 1,500 manhours.

Chairman Rehberg said Dave Hunter, Director of the Office of
Budget and Program Planning, gave him an amendment to HB 2 he had
worked on with Scott Seacat and would like to have 1language
stating "any amount remaining in the proprietary fund account
collected for the payment of the statewide audit shall be trans-
ferred to the general fund to be used to partially fund the state
audit in the Legislative Auditor's Office".

EXECUTIVE ACTION

23



General Government and Highways Subcommittee
March 5, 1987
Page 11

Sen. Gage moved the committee adopt the language.
A voice vote was taken and the motion PASSED unanimously.

Scott Seacat recommended the committee put an intent on the
boiler plate that the legislative committees adopt the executive
pay matrix. This might resolve the concern.

Pam Joehler addressed the committee regarding the request for
language by the Department of Administration as presented to the
committee previously. The language pertained to a budget amend-
ment in General Services and Tort Claims. Pam gave her reasons
why she felt this was unnecessary. She also gave the committee
language regarding the rates for General Services and the maximum
working capital that could be maintained at the end of the
biennium. She said the committee made no motion to approve the
budget amendment language. She asked for clarification on the
committee's intent. The committee concurred in it was their
intent the budget amendment language not be included in the
boiler plate.

Chairman Rehberg thanked the committee for their work and cooper-
ation throughout the process.

ADJOURNMENT: There being no further business to come before the
subcommittee, the hearing was adjourned at 10:10 a.m.

DA YA\

DENNIS R. REHBERG, Chairmam\
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STATE OF MONTANA J\‘

®ffice of the Legislative Nuditor I-$=87

STATE CAPITOL
HELENA MONTANA 59620

406/444-3122 DEPUTY LEGISLATIVE AUDITORS

JAMES GILLETT
FINANCIAL COMPLIANCE AUDITS

JIM PELLEGRINI
PERFORMANCE AUDITS

LEGAL COUNSEL-

SCOTT A. SEACAT
LEGISLATIVE AUBITOR February 17, 1987 JOHN W NORTHEY

Representative Har:1ld Poulsen
Representative Dennis Rehberg
Montana House of Representatives
Capitol Station

Helena, Montana 59620

Dear Representatives Poulsen and Rehberg:

At vour request, we have reviewed various aspects of the Purchasing
Division of the Department of Administration. The attached document
is a summary of the results of our performance audit review. Please
note that we currentlyv have performance audits being conducted of
various purchasing and central stores activities. We will include in
our performance audit scope your specific concerns.

In the meantime, please feel free to contact me if I can provide vou

with anv additional information.

Sincerely,

bl

Scott A. Seacat
Legislative Auditor



OFFICE OF THE LEGISLATIVE AUDITOR
Legislative Request 87L-40

We have compiled the following information on the Department of
Administration's Purchasing Division. We are performing full scale
performance audit work in several of the areas and; therefore, the
issues will be more completely addressed at a later date. Through
our review of files, interviews with staff, and a compilation of
available information from previous performance audit and survey
work, we have attempted to address the following areas:

- Organization of the Purchasing Division

-- Staffing history in relation to workload

-- Staff time and resources allotted to the purchasing
bureau's audit function

-- Delegated purchasing authorityv

-- Central Store's markup procedures

ORGANIZATION OF THE DIVISION

The Division is organized into two bureaus: the Property and Supply
Bureau and the Purchasing Bureau. The bureau chiefs report to a
division administrator. The following organizational charts
illustrate the reporting lines of personnel within each bureau.

PROPERTY AND SUPPLY BUREAU ORGANIZATION

Bureau
Chief

Word Proc. Tech Administrative
.5 FTE (vacant) Assistant

| L { |

Purchasing and Surplus Fiscal & Data Warehouse
Inventory Control Property Processing Section
Section Leader Coordinator Section Leader Leader
L [___|
| !
Purchasing Secretary Warehouse Warehouse
Agent Worker Workers(3)

| i |

Accounting Computer Adminis.
Technician Technician Aide




FURCHASING BUREAU ORGANIZATION

Bureau
Chief
Management

Analyst (Vacant)

Purchasing Agent Administrative
Supervisor Officer
Purchasing Administrative
Agents (5) Aide

Wordprocessing

Operators (3)

Wordprocessing
Technician

Receptionist
(Vacant)

The Word Processing Technician (.5 FTE) has been vacant since July
of 1986. The Management Analyst position was vacated in October
1986. The Receptionist position was recently vacated (February
1987). The receptionist has not worked since November 1986, but has
been on maternity leave. The vacancies do not appear to have any
effect on the organizational structure cf the division.

Organizational Analvsis

In the Property and Supply Bureau there are warehouse workers
reporting to a Surplus Property Coordinator and to a Warehouse
Section Leader. Our review of the reporting structure indicates
there are no unnecessary levels of reporting. The surplus property
function is located in a separate warehouse from the central stores
warehouse. The surplus property warehouse worker is employed in the
separate warehouse area and reports to the coordinator. The other
three warehouse workers are associated with the central stores
function and report to the warehouse section leader.
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Because the two bureaus have separate physical locations (capitol
complex, warehouses) the administrative staff do not appear to be
duplicating activity.

During our survey work we noted the Purchasing Bureau chief is
performing functions similar to those of the purchasing agent

supervisor. Because of the similarity in duties, the need for an
organizational structure of 5 purchasing agents reporting to a
purchasing agent supervisor who, :n turn, reports to the bureau

chief may be questionable.

STAFFING HISTORY AND WORKLOAD STATISTICS

The following chart shows Property and Supply Bureau and Purchasing
Bureau staffing levels since 1980-81.

STAFFING LEVELS FISCAL YEARS 1081-87

PROPERTY AND SUPPLY PURCHASING
Fiscal Authorized Actual Authorized Actual
Year FTE FTE FIE FTE
1980-81 10% 10% 19.5 16.5
1981-82 11* 11% 18 18
1982-83 11 11 17 17
1983-84 13 13 i7 17
1984-85 13 13 17 17
1885-86 16 16 : 16.5 16.25
1986-87 16 15.5 15.5 13.5

These numbers include 7 ¥FTE assigned to the surplus property
function under the General Services Division of D of A.

Source: Appropriations Reports and Division Records.

Initial inspection of the workload indicators shows Property and
Supply Bureau workload in the area of sales increasing, as indicated

by the following chart, during the period of July 1, 1980 to June
30, 1986.
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As a result of establishing central stores, the following state
agencies closed their own central stores functions:

1. Department of Commerce 2. Department of Health

3. Department of Highwavs 4. Department of Institutions
5. Department of Justice 6. Department of Revenue

7. Legislative Council 8. House of Representatives
9. Department of Natural Resources and Conservation

10. Office of Public Instruction
11. Department of State Lands (Forestry Division)
12. Senarte

Worklocad indicators for the Purchasing Bureau display a consistent
drop in activity over the same period of time. The following chart

gives an indication of the pattern.

WORKLOAD INDICATORS FOR PURCHASING BUREAU

Fiscal Year Requisitions Purchase Orders Term Contracts
1680-81 7742 9353 94
1981-82 6508 8135 82
1982-83 6098 7316 63
1983-84 4623 5996 55
1684-85 2515 4107 60
1985-86 2189 3483 50

Source: Purchasing Bureau Records
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During this time the bureau also automated operations to provide for
more efficient processing of documents.

The reduction 1in requisitions and purchase orders has allowed the
bureau to concentrate on additional areas. The bureau developed a
quality control system which includes periodic cn-site compliance
reviews (audits); began implementing periodic analyses of
commodities to determine if current methods of purchasing are
adequate; and provided training to agencies signing delegation
agreements. '

Workload Analysis

There are a number o¢f factors which contribute to the reduction of
workload indicators over the years. The Purchasing Bureau has
established delegation of purchasing authority agreements with 31
agencies. Most of these agencies can make purchases up to $2000
without going through the Purchasing Bureau. Six agencies have even
higher purchasing authority. Two agencies have authorization to
make purchases up to $25,000. In addition, eight of these same
agencies have unlimited authority for commodities which are unique
to their operations (i.e. Agricultural Experiment Station buys all
its livestock feed). However, the delegation of purchasing
authority to other agencies has in some instances resulted in these
agencies asking to wupgrade positions to handle the purchasing
function and/or  Thiring additional staff to handle increased
workload. Eighteen (18) agencies do not have delegated purchasing
authority.

WORKLOAD INDICATORS PER ACTUAL FTE FOR PURCHASING BUREAU

Fiscal Requisi Purchase Actual Requisitions P.0's
Year -tions Orders FTE Per FTE Per FTE
1980-81 7742 9353 18.5 397.0 479.6
1981-82 6508 8135 18 361.6 451.9
1682-83 6068 7316 17 358.7 430.4
1983-84 4623 5996 17 271.9 352.7
1984-85 2515 4107 17 147.9 241.6
1985-86 2189 3483 16.25 134.7 214.3

In 1986 the requisition and purchase order workload was at 337 of
its 1981 level; however, bureau's staffing was at 837 of 1981
levels. Until fiscal year 1987, the number of purchasing agents has

5



remained constant. For fiscal year 1987, an agent and corresponding
purchasing responsibility was transferred to the Architecture and
Engineering Division of the Department of Administration.

The Purchasing Bureau currently has one person responsible for
requesting bids, analyzing vendor responses, and awarding bids for
all photocopier purchases. The Publications and Graphics Division of
the Department of Administration 1is also responsible for analyzing
the photocopier needs of Helena area state agencies and approving
requisitions for all photocopiers. Publications and Graphics
alreadv has a purchasing agent on staff. It seems logical that
copier needs analysis and purchasing be consclidated and moved tc
one agency. (We are currently conducting a performance audit of the
state's use of copiers. One additional option we are examining is
placing the copier purchases/leases on a term contract basis. If
this is a viable alternative to the current process, even less time
will be necessarv to handle requisitions.) ’

BUREAU AUDIT FUNCTION

The Purchasing Bureau determines if agencies are complying with the
requirements of the delegated authority. It takes an average of two
days at each agency for the bureau to conduct its reviews of
purchasing activity.

There are 31 agencies with delegated authority of $2000 or more.
Each agency was to be reviewed six months after the agency signed
the agreement and then reviewed annually thereafter. The bureau did
not have data readilv available on the number of reviews completed
by the bureau. Staff members do not keep track of time by project
and the costs associated with a review are not compiled. Assuming
the bureau audits each agency every year and it takes six man days
(includes preparation, review and write up) for each audit, we
estimate the bureau would be dedicating approximately .80 FTE per
vear to the audit function. In addition, the staff provides
training sessions to each agency that signed an agreement. Training
time is not included in the above estimate.

DELEGATING PURCHASING AUTHORITY

We reviewed 1879 requisitions for fiscal year 1985-86. We have
information on an agency basis about the commodities, dollar amount,
number of requisitions, and whether the item was purchased on a
requisition time schedule. Delegating purchasing authority of less
than $2000 to all agencies would result in the Purchasing Bureau
processing of approximately 300 fewer requisitions per year. This
would reduce the workload on requisitions by about 167. The effect
on individual agencies would vary. With this added authority,
agencies may ask for upgrades for employees or additional staff.
The agencies most affected by such a move would be: Commerce (14
requisitions per year), Department of Administration (15), DNRC
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21), Historical Society (30), Revenue (30), FWP (18), Eastern (18),
and University of Montana (25).

At the $2000 limit, sealed bids are not required. Increasing the
purchasing authority for all agencies to $5000 would require about
550 fewer requisitions to be processed by Purchasing each year, or
over 25%7 of its requisition workload. Raising the limit to $5000
would also place a greater responsibility on individual agencies
since sealed bids are required for purchases over $2000.

CENTRAL STORES MARKUP PROCEDURES

There is no adequate documentation of how the markups on goods sold
through central stores were determined. To conclude on the adequacy
of the markups we will have to conduct much more extensive
performance audit work. This will be done as part of our current
performance audit of the Property and Supply Bureau. At this time
we cannot comment on markup procedures, since we would have to
reconstruct the procedures. The goal of the bureau at this time is
to have prices less than retail. Currently, goods are priced an
average of 467 below retail.
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STATE OF MONTANA

Office of the Legislative Auditar

STATE CAPITOL
HELENA MONTANA 59620

406/444.3122 DEPUTY LEGISLATIVE AUDITORS:

JAMES GILLETT
FINANCIAL COMPLIANCE AUDITS

JIM PELLEGRINI
PERFORMANCE AUDITS

LEGAL COUNSEL:

SCOTT A. SEACAT »
LEGISLATIVE AUDITOR February 19, 1987 JOHN W. NORTHEY

Representative Harold Poulsen
Montana House of Representatives
Capitol Station

Helena., Montana 59620

Dear Representative Poulsen:

At vour request, we have done additional work regarding the
potential effects of various changes at the Purchasing Division. We
have alsc provided a summary of our performance audit work hours and
estimated cost related tco responding to your initial request for

information provided to vou or February 17, 1G87.

If I can provide further assistance, please contact me.

§)rce*ely,

%ﬁm

Scott A. Seacat
Legislative Auditor

Enclosures



POTENTIAL SAVINGS FOR PURCHASING DIVISION

The following are alternatives for changes in Purchasing Division
staffing and procedures.

Purchasing Bureau

= Alternative f#f1 - Eliminate vacant Management  Analyst
position: annual salary and benefits -
$25,720

™ Alternative #2 - Eliminate vacant Receptionist I position:

annual salary and benefits - $14,878

> Alternative {##3A - Increase delegated purchasing authofity to
a minimum of $2,000 for all agencies:

- reduce .5 FTE Purchasing Agent I1I:
annual salary and benefits - $11,874

- reduce 1 FTE Word Processing Operator

I1I: annual salary and benefits-
$17,875
Alternative #3B -  Increase delegated purchasing authority to

a minimum of $5,000 for all agencies:

- reduce 1.5 FTE Purchasing Agent II:
annual salary and benefits - $37,001

- reduce 1.5 FTE Word Processing Operator

II1: annual salary and benefits-
$26,123
Propertv and Supply Bureau
Alternative #1 - Eliminate vacant Word Processing Technician
position (.5 FTE): annual salary and

benefits - $9,106



COSTS RELATED TO PERFORMANCE AUDIT WORK DONE REGARDING
PURCHASING DIVISION

HOURS WORKED

Friday Saturday Sunday Monday  Tuesday
2/13/87 2/14/87 2/15/87 2/16/87 2/17/87

Auditors assigned 3 3 2 3 3

Hours worked 18 28% g 25% 11

Total Hours Worked - 91 hours

Estimated Cost - $1502

*Employees earned hour for hour compensatory time for work done
during weekend and on holiday
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