MINUTES
MONTANA HOUSE OF REPRESENTATIVES
51st LEGISLATURE - REGULAR SESSION
SUBCOMMITTEE ON GENERAL GOVERNMENT AND HIGHWAYS
Call to Order: By Chairman Quilici, on January 10, 1989, at
8:08 a.m.
ROLL CALL
Members Present: All members were present.
Members Excused: None.
Members Absent: None.

Staff Present: Clayton Schenck, LFA
Mary Liedle, secretary

Announcements/Discussion: Rep. Quilici announced we would
open the hearing on the State Auditor's office. The
State Auditor's office has four divisions; central
management, audit, insurance and securities.

HEARING ON STATE AUDITOR'S OFFICE: CENTRAL MANAGEMENT
DIVISION
Tape No. 6A

Presentation and Opening Statement: Clayton Schenck gave an
overview of the agency. (See exhibit 1)

Rep. Quilici introduced State Auditor, Andy Bennett.

List of Testifying Proponents and What Group They Represent:

Andy Bennett, State Auditor

List of Testifying Opponents and What Group They Represent:

None.

Proponent Testimony: (6A 10.25) Andy Bennett, State Auditor:
Andy presented opening remarks regarding her background
and the background of the office.

Andy requested computer changes for the central
administration division. (6A 46.13)

Andy presented a salary schedule comparing state
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auditor employees with similar employees in other
states. She contends her executive staff is paid less
than their counterparts in other states and less than
employees in other Montana agencies. Andy requested an
increase in salary of 25% for the 12 exempt employees.
(See exhibit 2)

Four requests for modification to the budget were
presented. (See exhibit 3)

Questions From Subcommittee Members: (6A 31.11) Rep.

Quilici: Can you tell the committee what the P/P/P
system is?

(6A 41.43) Rep. Quilici: You received this equipment
in FY86 and paid for it in the FY87 budget; how did
this work out?

(6A 42.43) Sen. Regan: You indicated that you felt
your budget was unfairly handled, were you cut from the
previous biennium or were you talking internal
modifications that were not allowed.

HEARING ON STATE AUDITOR'S OFFICE: AUDIT DIVISION
Tape No. 6B

Presentation and Opening Statement: Clayton Schenck, LFA

staff member, gave an overview of the agency. (See
exhibit 4) This agency is comprised of two primary
units, fiscal management division and payroll.

Flo Smith, executive budget office, explained the
executive budget includes $110,000 each year for the
computer system to be used in implementation of the
warrant writing system. The executive budget
recommends cutting 3 FTE.

List of Testifying Proponents and What Group They Represent:
Andy Bennett, State Auditor
Laurie Ekinger, State Auditor's Office
Mike Trevor, Administration Services Division
Terry Lazure, State Auditor's Office
List of Testifying Opponents and What Group They Represent:

None.

Proponent Testimony: (6B 16.41) Andy Bennett, State Auditor:




HOUSE SUBCOMMITTEE ON GENERAL GOVERNMENT AND HIGHWAYS
January 10, 1989
Page 3 of 6

Andy explained the audit department is currently made
up of two areas, payroll and fiscal management and
control which is referred to as the warrant system.
Due to confusion between the two, and the tendency of
people to view them as interrelated, for the next
biennium each will be treated separately.

Seven budget modifications were presented for this
department. (See exhibit 5)

Andy presented the committee with an explanation of the .
warrant writing system. (See exhibit 6)

(6B 34.02) Laurie Ekinger, Personnel Division, State
Auditor's Office: Laurie presented a plea for the on-
line computer payroll system. She gave five reasons
why this would be beneficial; the system can edit for
errors, tax interrelatedness of everything that has to
do with benefits and salary, under federal law
insurance companies are required to do more reporting,
the burden on payroll clerks has increased
dramatically, the manual system holds claims up two
weeks.

(6B 44.01) Terry Lazure, State Auditor's Office,
explained the differences in the budgeted amount for
the P/P/P on-line system and the modification request.

(6B 44.29) Mike Trevor, Administration Services
Division: Mike explained that with the on-line system
there could be a reduction in 2 FTE data entry
operators.

Questions From Subcommittee Members: (6B 14.41) Rep.
Swysgood: Clayton, you said that the warrant writing
system was funded by the state special revenue, is it
not the general fund?

(6B 41.04) Sen. Regan: Laurie, if we put this in place
and you no longer have to do this manually, does that
mean there'll be reductions in FTE?

(6B 41.48) Sen. Regan: What's the total bottom line if
we go with this system?

(6B 43.20) Rep. Swysgood: The State Auditor shows
converting the P/P/P system on-line at the cost of
$204,090 and the modified request asks for $250,000 in
both years, why is this?

(72 .09) Sen Stimatz: Various agencies that I've been
in have mentioned networks; have we got several
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networks in the State Capitol or just one network?

(7A 3.12) Rep. Quilici: Mike, in the event that we
converted this P/P/P system to on-line, would you say
we could probably decrease your FTE by 2 in the data
entry area?

(7A 5.19) Rep. Quilici: 1Is there an on-line tie
between SBAS so that SBAS and the P/P/P system can be
combined?

(7A 6.35) Sen. Stimatz: Who has developed faxnet and
what will it do to postage and messenger costs?

(7A 8.08) Sen. Regan: 1Is this all going to be done in
one year and how firm is that $204,000; is that max so
there won't be a budget amendment?

HEARING ON STATE AUDITOR'S OFFICE: INSURANCE DIVISION

Tape No. 7A

Presentation and Opening Statement: Clayton Schenck, LFA

List

staff member gave an overview of the agency. (See
exhibit 7)

Flo Smith, executive budget office, emphasized the
actuarial position that was authorized in the 1989
biennium is recommended for deletion and replacement
with a $20,000 line item appropriation for actuarial
services.

of Testifying Proponents and What Group They Represent:

List

Andy Bennett, State Auditor
David Swenson, State Auditor's Office
Roger McGlenn, IIAM insurance division

of Testifying Opponents and What Group They Represent:

None.

Proponent Testimony: (7A 16.44) Andy Bennett, State Auditor:

Andy explained that during the last four years the
services of this department have expanded. This
department is divided into three areas; examinations,
agent licensing an policy holder services. Andy
explained each of these areas.

Andy proposed an increase of 9 additional FTE in this
division. She explained the backlog and increasing
number of claims demands this requested increase.
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Six budget modifications were proposed. (See exhibit 8)

(7A 35.23) David Swenson, State Auditor's Office: Mr.
Swenson expressed the need for an upgrade in the
present computer system. He explained options and the
costs related to the options available.

(7A 43.09) Roger McGlenn, Independent Insurance Agents
Association of Montana: Mr. McGlenn spoke in support
of adequate staffing and funding for the Montana
Insurance Department. (See exhibit 9)

(7B 2.31) Pam Langley, Professional Insurance Agents:
Pam spoke in favor of the State Auditor's budget
requests for the insurance division. Pam described the
qualifications for an actuary. She spoke of the need
for an increased salary to fill the actuarial position.
Pam provided the committee with a study of state
insurance department operations to show salary ranges
in other states. (See exhibit 10)

Questions From Subcommittee Members: (7A 34.09) Rep.
Quilici: What are the duties of a hearings officer?

(7A 41.33) Rep. Swysgood: If you're going to switch
equipment, what are you going to do with the Wang
equipment?

(7A 42.27) Rep. Swysgood: Then your department
wouldn't benefit from the sale of this equipment?

(7B 11.33) Rep. Swysgood: Does anybody know what the
original cost of this Wang system was?

HEARING ON STATE AUDITOR'S OFFICE: SECURITIES DIVISION
Tape No. 7B

Presentation and Opening Statement: Clayton Schenck, LFA
staff member, gave an overview of the agency. (See
exhibit 11)

List of Testifying Proponents and What Group They Represent:

Andy Bennett, State Auditor

List of Testifying Opponents and What Group They Represent:

None.
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Proponent Testimony: (7B 16.44) Andy Bennett, State Auditor:
Andy gave a background of the securities division.
This department is responsible for the administration
and enforcement of the securities act of Montana. Andy
explained the role of this department.

5 budget modifications were proposed for this division.
(See exhibit 12)

Andy outlined the differences between the State

Auditor's budget request and the OBPP proposed budget.
There were four main areas of difference. (7B 22.17)

ADJOURNMENT

Adjournment At: 11:26 a.m.

éi;;/ - ~JOE QUILICI, Chairman

JQ/ml

0822.min
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STATE AUDITOR COMMISSIONER OF SECURITIES s
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January 10, 1989

State Auditor's Warrant Writing System

The State Auditor's Office is responsible for the overall
control and operation of warrant processing for all claims made
on the State Treasury. The system currently in place is based
on 1950's technology and includes the use of keypunch cards.
This system is so antiquated that there is only one vendor left
from which we can purchase the necessary forms. We have even
had to call an IBM technician out of retirement to work on the
system. The warrant program has virtually not been updated in
the past 20 years.

During the 1985 1legislative session, funds were
appropriated to study the State Auditor's warrant writing
system. The study was completed and presented to the 1987
Legislature. After reviewing the study, the Legislature then
made the decision to redesign the present warrant system and
purchase new equipment which cost $199,250.

In the past two years, the State Auditor's Office has
worked on developing the new warrant writing system and taking
the steps to purchase the necessary equipment. If all goes as
planned, we hope to be up and running by July 1, 1989. As can
be expected, we have encountered some problems along the way in
the area of design and installation and it is therefore
necessary to make a modified budget request to help us complete
the system. One of the larger problems was the purchase of the
document processor. We were appropriated $62,800 for this
piece of equipment but all bids which came in were well over
this amount. The bids were as follows:

IBM $200,000
Habersham 5193,000
Unisys 82,000

The decision was made to go with the Unisys bid. It is
therefore necessary for us to request a supplemental to cover
the difference in cost in what we were appropriated and what
the piece of equipment actually cost.

(3763)

Sam W. Mitchell Building/P.O. Box 4009 /Helena, Montana 59604/ Telephone: (406) 444-2040/Toll Free 1-800-332-6148
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Historically the Independent Insurance Agents’ Association
of Montana has strongly supported adequate staffing and
funding for the Montana Insurance Department. The fees
charged agents and companies is intended to fund the
regulation of insurance in Hontana.

The following are the fees collected over the last three
vears and the department s operating budget:

1988

fees: $1,170,584.00

budget: $704,665.00

to general fund: $465,819.00 (about 40%)

13987

fees: : $1,150,182.00 )

budget: $709,952.00 ($684,705.00)

to general fund: $440,230.00 ($465,477.00)
(about 38% or 40%)

1988

fees: $1,346,575.00

budget: $839,182.00

to general fund: $507,393.00 (about 38%)

In the 1987 session HB-372 increased the fees collected by
the insurance commissioner. Our association supported
these increased fees if they were appropriated to the
insurance department to provide an actuary and infield
investigating for the department. To the legislatures
credit these appropriations were made, however, in the
governor’'s cuts much of this was lost and agents and
companies still pay the increased fees.

The Independent Insurance Agents’® Association of Montana
continue to support increased staffing and funding for the
Montana Insurance Department. However, we are concerned
that almost forty percent of the fees collected for the
purpose of regulating the insurance industry go to the
general fund and become a form of double or discriminatory
taxation.

Respectfully submitted by:
Roger Mcglenn, IIAM Executive Director/leobbyist
1/10/89
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ADDRESS _ pw 277 W nw\;eJ] R

WHOM DO YOU REPRESENT? __6_—&6_@1 AJ 1o th

BILL NO.

DATE

SUPPORT ‘){ .~ OPPOSE AMEND

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.
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