EVAIUATION
BUDG=T SECTION
DIRECTOR OF BUDGET

BUDGET FORMULATION

l, The work of this Section is chiefly characterized by the mechanical, routine
and overly detailed perspective that is taken of the process of budget prepzra-
tion and review. Thus, the major areas of work lie in making sure thzt all figures
contained in departmental reocuests are correct as to arithmetic and as to charges
to the proper accounts. The essentially clerical flzvor of the work performed

in the Jection, in which su stantive review and judgment factors are almost wholly
lacking, is reflecte! in the job titles of the Section's employees (see organiza-
tion chart.) Further, there have been over a period of years a gradual change in
the cualifications required of staff members; formerly, individuals hired were
trained in college~level courses in accountancy. HNow, clerks are being hired

to replice the "technical" staff, Probsbly the chungeover will be complete in the
near future,

All of these characteristics of the budget preparation and review processcs, a s
currently curriei on, may ‘e contrasted with the type of budget review process that
should be the central feature of the budget refiew work done by the Section staff,
viz., in which thorough-going substantive review is msde of departmental programs,
on a continuing basis, :s to the .esirability, adeauacy, and/or effectiveness of
these programs and steps, thst should be taken within the txecutive Branch to
properly organize itself to meet prorram poals,

2., Another najor element in the budget process, us currently carried on, which de-
mands our attention in the essentially negative view that is taken of the budget
process — in the Budget Jection, which serves 2s the avent of the Budget Dircctor
in this re.pect == in terms of departmental budpget recuests. The effeet of this
system of highly negative restraints is to cause continuing division as between

the Governor and his departients vis-a-vis the Legislature. In consequence, the
departmen s look to the Legislaturc rather than to the Governor for suvport and
assistance in carrying out their pro rams. .e will need to document this assertion,
however, piving details as to specific instances in which t is has taken place—-
before this can be stated as a matter of fact.

3. Rigidity, which tends to chzracterize many elements of the budget review pro-
cess, is introduced in an inrenious way via the budget instructi ns. The instruc-
ti ns require that departmen s show their estimates for operations and for szlaries
and wapges separately on the budget forms. (Of course, there is nothing wrong in
requiring departments to make their re uests in this wmanner; in fact, it is helpful
to the budget office in the peview process.) The dauta suppliei by the departments
is enter=d in the executive budrct document in such form as to force the Legis-
lature to appropriate funds to these two primary accounts -- salaries and wages
being one, and the other, operations. Since Lhe law prevents transfers between
aporopriations, departments are once again tied down by an unwise and needless
restriction, t er:by curtailing their freedom in using funds, whether for opera-

ti ns or for salaries and wages, as these needs develop during the course of the
biennium.

L. Vespite the -eticulous care exercised in the Budget Section in proving every
figure and calculation submitted by departments, significant areas--representing
substantial funds--are unquestioned and transferred in their entirety from depart-




ment:1l esti ates to budget work sheets and to the budget orint. For example, the
detail section of the budgzet on salaries and wiges (a job whose completion re uires
several people in the Budzet Uepartment to spend several weeks checking the apency
estiiates with rcgurd to salary increments, eligibility, ete.) does not include a
turnover offset. oJince there is reported to be a fairly high turnover rate in Lhe
State service ut lurge (some 30%), the personal service detail zs shown in the
budget document is in a number of respects obsolete before bthe Legislature takes
action on the executive budget, (:‘xctually, this is not, properly soeaking, a
budret review function at all,)

Other examples — particularly with rerard to "budgeted" overstatements--are given
in a 1list( prepered by Herlin recently) showing that, for & number of appropriztions,
€. F., retirement systems, state highway, contingent receipts, etc., substantially
greater anmounts were a propristed than was actually needed. For the biennium ending
1955, actual expenditures were less, for these specifi.d appropriations, by a proxi-
mately $100,000,000.,00 than was a-propristed by the Legislature,

all of this means simply thut the budget process lacks integrity and substantive re-
view; but more i portant, i. :ieans that the detailed proving, cross-checking and
cross-checking again which takes place in the Budget Section and which dominates

the time and attention of the staff, is largely misdirected effort and bears only
an accidental relationship to a nroper budget examination function.

"Current York"

Le By "current work" (the term used in the Budpet Section to distinguish it from
budget review, or actually "assembly" of the budget document) is meant all other
work having to do with recording the transactions, or actual experience, under the
budget adopted by the Legislature. i'ri arily, these transacti .ns ars reflected in
a series of financisl statements, or reports, which are issued periodically during
the course of the biennium. » hzlf-dozen periodic reports are issued--taken in most
cases from the verious ledrers meintained in the Auditor's officej it is estimated
that three man years' time is spent in developing these reports. Iheir privary
reason for being is that they serve to cateh errors made in the Auditor's Uffice
and this eviiently explains in sore re.pects their continued use—although it may
well be questioned (1) why so ueny vosting and other arithmetic errors are made in
Lhe Auditor's department, or (7) what other value, indeed, they represent, since
they are cumbersome, overly detailed, and voluminous without purpose, and literally

incomprehensible to the averare executive or legislatite official who receives them,
Further,

—- They are complete in some details (for the "pre-audit" group)
and lacking in detail for the sume transactions, among other
agencies (for the "non-pre-audit" group as well as for some
"pre-audit" zzencies.);

-- lLedgers and work papers maintained for purpose of developing
the reports are in many respects an exact duplication of the
ledgers and other documenis maintained in the Auditor's Depart-—
ment;

-~ Despite mechanization possibilities (preaumably no problem
because an IBM machine fueility is part of the Budeet Depart—
ment) most of these records are posted, maintained and priited
manually;

-~ They are records dealing primarily with transactions affecting
the General Fund, no attention being given in these reports
to the same degree as regurds other Funds,

Based on our review of the reporting activities of this Section, it seems safe to

conclude that most if not a1l of the Sections revorting activities could be dispensed
with, without harm or loss to anyone concerned; actually, it may be seriously con=

e




sidered that there would be a positive value derived by elimination of these
confusing and unintellirible reports,

5¢ A& sinple-entry '"bookkeering" method is used in reeording and posting to the
verious books of account maintained, with some arbitrary figures, or plugs, used
to complete the record of entries (primarily beczuse of the incompleteness of the
source documents.) It is reportei that in none of the central fiscal agencies

is double-entry bookeenings used,

6 Two bond funds (a school construction fund and a State building construction
fund) are maintained as part of the "Ceneral Fund" to record receipts under the
proceeds of bond stles, thercby distorting the true status of the General Fund.
Beyond this, receipsts of these tiwo bond funds are used to pay salaries, operations
and other expenses for other accounts in the General Fund. (Yhere may be a serious
question as to the legality of covering these two funds, and possibly others as
well, under the General Fund, and using their proceeds in this manner.) Another
anomaly develops in financial reports having to do with the General Fund, as
between those prepared by the Tre: surer and these prepared by the Auditor and
Director of Budpet, The Treamarer neriodically reports on the status of the
General Fund and, in so doing, reports on the balance of all accounts in the General
Fund as one total sum. The Auditor's and Director of Budget's reports distinguisjy
betiween the accounts in the General Fund and the General Fund, In this way, two
different statements of condition are prepared--one (the Trecsurer's, it so haopens)
shows a surplus, and the other (the iuditor and the Director of Budget) shows a
deficit,




VAL TION
BUDGLT DEPAUTNT
PHi=AUDIT SECTION

1. Rationale offsred, by Pre-iudit 3ection, for double-encumbrznce system (in
which both requisitions and pureh:se orders :re encumbered snd licuidsted) lies
primarily in fuot thut the requisition pives Fre-sudit a wore timely, current
chuck on the rete of expenditures by individual depurtaents. the 'urchasing
Hvision (of Depurtment of General .dm'nistrution) reportedly ig vary slow in
arrsnging for all proeedures ineident to the final relsase of the purchase order,
e should check ith Purchusing Jivision to determine what is the reason for
the delay, if there is sne, in orocessing purchase orders. IThus, if Fre-iudit
were to wait until such time as the Nurchase Orders wure relessed before umaking
their first encumbru:nce, this would be Loo late to psrait Pre-iudit to maintuin
effective con 10l, on s currcnt baasis, of the departaent's expenditures, Pree
asudit points out Lhit It is necessary to encumber . urchsse orders so that they
will, by this reuans, huve the ex:et anmmt of the obligution,

If an improvement is made on speeding up the release of a purchase order, then
possibly, the double encumbrance ecould be eliminateds TIn this connection, bBras
hrook 1s reyorted to feal thit if he had to &ke & ¢holce botween the Lwo w
encumbering wurchase onjers or requisitions — he would choose to encumber recuisi-
tions and drop purchese order sncumbruncess Brabrook says thet during his “ab-
sence” (while his immedi:ite predecessor was Uirector of Budget) field orders

vere exempted from coverzye under the encumbrince system. This wes o serious
nistake, aceording to Prabrook, and he his be:n trying to bring the field orders
b.ck into the folds bBrebrook says he can't unierstand ot his prelecesuor neant
by referring to fisld orders as "minutine.m

2.0iscounts offere! by vendors te encourage prompt payments apparently are not
tekdn by the state. (‘e do not know, «t this stage of the study, vhat loss is
oeecusioned b{ the failure to take such di .counts but it is undoubteldly a substan-
tial awounty

Brabrook attribute  the fallure to tsake diseounts to the lack of experience of
the Purchasing Departaents He thinks that he won a vietory by reculring the
previous Purchusing pent to show on the purchause order the terms of the discount.
He confirms the feeling I Jwuive thet & substantial loss is teing ineurred by the
fallure of the Purchasing Department to follow through on these matters. He
suggeots that the purchusing operation could be improved by (a) excluding the
Purchasing .rent from voucher review functionj; (b) confini g emeh requisition to
& single purchsse onder, and (c¢) by bringing the purchasing activity under the
Hudpet Department. "(b)" iz smesti nable, and "(e¢)" would be a highly debatable
matter under the present set-up,

Here sgain, we will need to inquire czs to (a) the reason why each step in the
chain — frém requisition to purch:se order to voucher to warrant -- takes so
mach time, and (b) why the ‘ture does not do as so many other commerciasl and
mublic orgzniz t -ns do: take the ilscount routinely and let the vemdor make
his elain for the full pauyment.

3. Reportedly, a seriocus ‘roblem exists (according to a Budget ixaminer we spoke
to) with regand to ¥ purchise contrcts” negotiated by the Purchesi g Agent on
behalf of departments for certain automotive supplied —— €. g., tires, gus and
0il, anti-freezey, Under pre nt procedures, the Purchising “7ent awards "open
order" prielng agresaments to vendors for these susplies for periods ranging from
6 = 24 monthse 7The individual departuents then .roceed to draw against this
order with th: warious retail and/or wholesale outlets witnin their geographical
areas, Jome departments have effective accounting record: to perait them to




control the "allotment! granted to them, in effect, by the Purchasing .rent,
However, there are a rmuaber of departments whieh lack zecounting reeords such
that they are without complete informmtion as to (&) the amunt, in dollars,
they h:ve already ordered xrainst the jurchsse eontract, and (b) the bzlsnce
remsining for future orders during the life of the purchase contract. [re-audit
cannot control purchases mzde under this type of conireact because it first learns
that & tLrensact’on hes occurred when the voucher is reniersd by the venlor, i.e.,
aftar the oblig.tinn has already been lncurred, +nd too late to prevent the
payment by the ruditor's warrant.

Here we see the sdventares of open order urchrse contracts being vitiated by
Lick of effective uxpenditure control. :ctuslly, it would he desirable to
axtend the ~urgh se eontrzct device for other commodities, such as stationery
and sbther office supplies, coal, fuel oil (the 1ist could ie grestly expanded)
but evidently, any incresse in the number of such sgreements resultx in a corres-
ondi ng Jdecrease in proper sxpenditures control.

«e naed to cowe up with an :nswer to this vroblam in terms of an zccounting
aystem which will perm't extension of the grice contract device without increasing
the violence now bueing done Lo expenditure eon rol.

Le 4nother problem, mllied to the foregoirg, exists with repgard to "fleld orders"
and to "emerguncy crders’. The former arc purch:se orders (usually for "sm:ll
stuff") negotiated by the individusl depertmenis directly with the vendor —- under
oxprsess authority delegute by the Purch:sing -gent to the v rious departments,
usually at the beginning of the biennium., This auti ority is ade a matter of
record, a copy being forwerded to Pre-iudit, The latter type of jurchaserermits
the departments, in "emergencies” to arrange direectly with the vendor for purchases.
The problem 45 this: field orders are sncumbered in sore instances (€. ge., In-
stitutions, Gime, Fisheries, Publiec issistunce, Licenses, three I'vacher Colleges)
but not in many others. Pre-sudit is try‘ng to gain the eooperztion of these
other departaents, now outside encumbrance control for field orders, in agreeing
to have the ficld orders pre-audited for pnyment.

it 18 in the nsture of "emerreney" purchases that theae cinnot he processed like
regular purchszses, thus insuring availibility of funds, propriety of purch ses,
etecs in the same manner as standard nurchase orders. It is reportet to us that
there is substantial "abuse® of the authority granted by the Purchusing W ent on
these two trpes of orders,

#e nced to inquire with the Furchasin Avent and w!th the departments themselves,
what Lheir viewpolnt on this matter happens to be — but at this atage of the
study, it seems pretty clear that -nst departmen:s would resist any effort te
cover them coupletely under the encumbrance system. This is hecause of the
detailed control currently being exercised by Pre-Audit over &ll expenditures
among# the pre-audit agencies; further, it is 2 system of controls which is anathema
to the departizents,

5. A recap: No encumbronce for the following classes of expenditure: utility
~ayments; expense vouchers; salaries and wares; field orders (except in certain
cises); emergency orders (except 'n certain caasa); publie assistance grents;
con ructunl services; highway projecis; travel vouchers; school distrilutions;
and all funds expended for whalever urpose by the non-pre-audit agencles.

6. A tentative proposal with regard to expenditure con rel. (I have not yet
convinced myself thet Lhe following srovosal 1s rfeusible and worth eonsidering

further, but 1t may serve as the h.sis for discussion among ourselves 2s to the
nature of the State's esccounting and expenditure control problem.) In brief:

it may e feasible to formally delegate to the larger departnents the responsi-.
bility end authority for encumbering expenditures, relieving the central secounting
areney of this detailed chore, These departments wonld have the attendant rese ;
sonsibility of reporti g veriodically to the central wecounting creney us regards
funds ex;snded, encumbered, acnd bilance aveilable for expenditures duri-g the




allotment period. ‘he central asency, under this swtem, would have the ressone
sibility of (u) maintaining the general ledrers znd subsidiary conirol

totals; (b) of auditing on a tontinuing busis the «cooun s of the departaments,
bringing into bulunce the General Ledger accoun s with the su.sidiary ledgers
of the departucn s. +he following factors proupt bthis proposs:l:

(a) A number of departments (Highways, Public :iervice, and, I :sliecvs, Public
Assistance, University f Jushington, ‘sshington ‘Lite Collepe, .mployment
seourity, «und Hetural Hesourecs) are .lrecdy heeping such «ccounts for their
own aana =ient contrel purposes, i. e., pre-audit and eneumbrance.

(b) It appears that at least in sose insteénces, the departzent's Internal reports
are buing developed on & -ore timely basis than the bi-weekly reports isszued by the
Pudget Depsrtment. Uighways, for example, re uests and receives a speeicl duily
report from Budeet Department «s to the status of allotments merely for rurpiBes
of deter: ning whether ‘ighuway's own fipures are corr-et.

(¢) Only part of the tate Government (4. €e, the preeaudit group) is formally
covered under the encumbrance system. Froa the viewpoint of overall expenditures
control, it wou'd seem strateglcully effective to point out thit the group not
now covered (i. e., the non-pre-audit) should bte held explicitly respensible

for keeping .ithin their appropriztions and, in tiis ¢nnection, for pre-auditi-g
and encumbering thelr own expenditures,

(d) In & very rexl sense, the various departments hove & fundimental obligation—-
both in law and in fict — for living .ithin thel r avpropriastion. the pertinent
questdon to «sk here is whether under the current sstup the (a) pre-agudit group

is being effectively controlled, and (b) non pre-audit is being induced to maintain
any kird of expenditures cor rel. It seems clear that neither group, under the

pro ent system, is @ eing effectively dealt with by the Governor's . gent, i. e.,

the Budget Direetor, in the matter of expenditure conirol,

(e) The Budget Department (now for all practicsl purposes the jtate Centpal
socounting igeney) is li'erally mired in a complexity of detail, of its own
maxing, in its efforts to control expenditures for soze forty pri &ry :ccounts
and for some three hundred secondary accounts within those primeries. The very
fuet thut there is such detailed ruview of proposed expenditure acts to defeat
the essential purpose of budgetary and asccounting controls,

Je must recognize, of courss, that under this tentative proposal there would be

a ighty resistence in certain cquarters to any relinguishment of the pre-audit
system :r maintained centrally. 1t should be pointed out thet «hat iittle con.rol
there is now would go by the boari, completely, if & decen.ralisstion of accounts
were to he effecteds #nd it is true that a high degres of risk would be
involved in undertaking such a mrked chunzeover; i . could very easily happen
that without understanding, competence, snd enoperation among the departments
concerned, the whole system envisioned here might eollapse. iven so, I think

we have to evaluste Lthe iuplicut'ons of continuing the present system —
unalterasd in 1ts basie premise, even under the program budret——or else make the
"ormel effort to as:ign speeific resjonsibility to the departuents, whether on

a decentralized biuls or on some other b sis which retains the advantages of
completely centralized control ~Athout its vices,

7. Sovernor's fevision. I took up this cuestion with Brabrosk to learn just
how it operates. Jignificantly, he wss vague in discussing the matter, but he
did offer two points in suprort of the present asystem:

(a) the "secret" manner in which the whole affsir is handled is perfeetly proper,
it seems to him. ‘here is only so much money avsiléble to meet the department!'s
requests. And if the depurtments wscuest more for expenditurss than is available
in receipts, the Governor (1. #. 'ovireok) hes no szltomsative but to chop them
down. Brabrook would not tell me how he mokes his cuts, but it seems clear

that there is much justificution for the often-expressei feeling heresabouts that
there are arbitrary cuts. (irebock, by the way, took definite exception to my
statenent thuyk departments generally ‘nflace their estinates in antielpation of the
tio cuts, the Governor's and the Logislature' s.




He contended, on the coatrary, th .t there were "pelstively few" which took such
an approach in developing the«ir budyvet re uests. 1In this conneetion, I ecan't
help but feel that Hr, drabrook will @ reue with great facility on either side
of thig cuestion, depending on whose ox is huing gored.)

(b) Brabrook also defends the ides of having the departments continue to develop
th-ir esti.ates vithout guldance or leciership from the Governor (in a budzet
message or in the instructisns.) .hile, says trabrook, it's a good "theory" to
advocate sueh an approach, in fuct the departments are after all in & fur better
position than the Gover or is in determining what their true needs #re. "ind what
does the ffovernor know about the needs of institutions £, Y and Z7" (Note here
the swift ehanme of vace in defending secrscy as S.0.F. on the one hand, ang, on
the other advocating full departmsnt:l responsibility for running their programs.)

8. Machine Utilization,

The following IBM ecuipment is rented (at about $1300.00/month) for use in the
Budpget Department (although the major purt of the machine units work is done for
Fre-sudit; in fict, the sssistint Dircetor of Budret claims that the mzchine unit
is part of Pre~iudit):

2 - KOS5 Tabs

2 - 513 Heproducers

1 - 129 Collator (High Speed)
2 - 31 Key Punchers

2 = 52 Verifiers

1 =~ 552 Interpretor

The sole function of the m:chine unit is to prepare accounting reports, all havirg
in common hudret execution in its various plases. Un an averspge, the mach nes are
being utilized about 70-75% of capacity, a good ratio by any standards, The work
output is uniform, scheduling problems aipear to have evened out and the job gets
done in zn effective manner. the ten periodie aecounting reports nsroduced by the
michine are issued on & timely basis, nlt ough it is necessary for some of the
nzchine room personnel to spend a certain amount of overtime (20-30 hours per month
on an averare) in order to maintain their schedule.

There is no point whatsoever, in considering the need, at this time, for replacement
of equipment or revision of the system currently teing followeds This is because we
are in the process of determining the kinds of systems needed, first, and then deter-
mining m:chime needs. iven so, it should be noted that the two tab units (405's)
are at least twenty years old fI'm told by Fields of IBM that these are the only
LO5's left in his entire territory, and IBM stopped their wamufecture nore than five
years ago) and should have long since been put to pasture. Certainly, equipment in
the tzb line now being manufzctured is far superior to the 405 (the LO7, for example,
to name one, prints 2 much more re:.dable copy, does it faster, and hazs a much wider
range of flexibi!ity--in addition to which it would not recuire as mueh operator
time because one 407 can do the work of two 405's.)

Brabrook and Sandy (the machine supervisor) have long resisted the matter of replace-
ment of the old equipment—-the former for reasons of cost, zlticugh the adied cost

is negligible, snd the latter because he is unsure of himself and does not feel
competent to handle any jaszy new equipment., 7The truth of the matter, 1 think, is
the fact that HBribrook completely ignorea the machine operation, us if it didn't
exist, ‘andy can remember the days that Brabrook was in the msch ne room (beczuse
these are such rare nec-sions)—once to ret a cup of coffee, on & Saturdey seversl
weeks ggo, and on another ogeasion, earlier, to incuire as to a persannel chunge.

One glaring instance was noted with regard to failure to make best use of machines:
right next door to the machine room, the payroll clerk i3 engaged in arduously and
manually posting data with respeet to sose 10,000 State employses. All of tiis work
could be easily run through the m:chine room,




Payroll Control

The title of this section of the report is a misnomer. ictually, there is no
vayroll con rol, as such, unless we consider as "control” the fact thuat the
clerk checks to make sure that there is an auproved "advice of persornel chunge"
(form 7100) covering all payroll chinges before esch department's ayroll is
turned over, by the elerk, to ne of the bxaminers-—who then check to determine
vh. ther, &ong other things, there are sufficient funds,

The control feature —— agsin, this is misuse of the word "control" — occurs out-
side of the dSudget bepartment, in "Centrel Fersonnel® and the Standards Committee,
befor: the 7100 arrives in the sudget Department. It is vroblematical th:t any
eff-etive control is exercisal therej in all likelihood, the primsry emphasis
involved in Centrul Personnel's review is with regord to politiexl elearance.

(I met :am Long soeially recently und mentioned to him that I wanted to talk with
hin about his departuent's work; he agreed to see me.) I will have an opportunity
at that time to better aporaise the position con rol system of the Jtate, such

s it is. Incidentally, Central Personnel will represent an addition to the list
of :gencles we originaliy develéped,




PROCEDURE FO: COMPILING BIENNIAL BUDGHT—-BUDGAT 3<CTICN
(See Flow of ork chart att:.ched)

1. Budpet forms, instructi-ns for completing and sample forms are prepared by Budget
dection and forwarde' to the Director of Budget exrly in the even numbered years. On
or before June 30 of even numbered years, the forms are avvroved by the YUirector,

At this time the Instructions, sample and # supply of forms are sent to each apency
of the state.

2+ Upon receiving the completed forms from the Btate agencies on and zfter the first of
September in the even numbered years, a detailed checking procedure is now put in
oseration. (See attiched check sheets for the different foms). If errors and discrepan—
cies are found, the azency is conticted and recuested to biring in its copy of the Budget
forms. The agency notes corrections to be mude on their co y in the Buuget ssetion's
office. A new supuly of forms is given to the ~~eney end they in turn complete as
corrected. The corrected forms receive the same checking procedure as above. The
incorrect forms are stamped "superseded" and fled. (Forms ar: received, normally, during
veriod August 15=becember 15).

3. Information from the Budget forms are now posted to the Budget Work Books:

(a) Commarative Summary by Depzrtmen' s- basis for statement located in Part I, page
16 of the printed Budget.

(b) Expenditures by funds and receints by funds which are the hasis of other statements
in Purt I of the printed budget.

(c) Posted to part 2 working puapers, department request column - Part 2, Page 2, Printed
Budget.

(d) Total expenditures - all departments by object classification of accounts - part
2, Page 718,

(e) Local funds working pepers, besis for statement in Part I, pare 98.
(f) Reliefs, Julgments, ete., working papers, used in computing fund balances only.
(This operation is c rried on on a continuing b-sis during the period august l5-December 15

L. Office copy of arency budret is now forwarded to Director of Budget who in turn sees
that the Governor's Revision is made. (These office copies are furnished to Uirector of
Budpet as they are developed in budret Section, and not all at one time.) It is asswned
thut the Director of Buiget normally waits until revenue estimates are complete and all in
b fore ictually deciding upon the "Governor's revision." (This point needs to e verified,
how sver. )

5 After the Governor's Revisions have been made, the forms are returned to the Budget
Section for further posting. The same procedure as for the department reguest now takes
place. &ifter posting the last Budget forms, the statements for Part I of the Printed Budge
are nov prepareds (Nomally, this procedure takes place toward the end of December) ,

6. The completed statements and forms are now sent to the photographer for preparation of
the vlates for printing. The Budget Bill is prepared znd rinted at this time. (Volume I,
a3 developed by Budret Secction is photographed. Volumes II and 111, as develo by
apencies = after checking by Budret 3eection - is photographed just as sent in.s)ed

7+ The Governor's Budpet and Budget Bill are now presented to the legislature, distributed
to State agencies and to the other states. (Normally, these documents are presented on

the second day :fter Legislature convenes - although for preceding biennium, budget was
not presented until two weeks after Legislature co:wened.?

8. Special reports and information are supolied the legislature upon requést. All bills
as passed by the legislature are screened by Budeet for (a) new appropriations, (b) Estab-
lishment of new funds; (c) changes in revenue notes; (d) new sources of revenue; (e) con—
solidation of agencies; (f) new agencies established; (g) duplicated appropriations.




Special attention is given to the OUmnibus Appropriations Bill as it vrogresses
thrmugh the legislature. usti ates are sade at different tiues to see what
effeet it will huve on the general fund. Other funds are e lso given eonsidera-
tion. Constitutional provision limits legislature to sixty deys —— January
through firat week of llarch. MNote: Specizl sessions of the legislsture usually
are concerned with revenue problems, :s these relate to insufficient receiots to
finance v: rious prosranms,

9. Duplication of appronristions and other discrepancies in bills as passei by
the legislature =r- noted and the Goverior is notified so th:t he may use his veto
power. (This last session produced a number of such duplic tions; it is rejorted
that this grows out of (33 confusion, and (b) inadesua‘e legislutive staff avail-
able to sereen the bills.

10, ifter the Omnibus Appropriztions Bill is passed, it is posted in the "Set-up

of Appropriction lecord" in the Budget Gection. This record is by funds and agencies
operuting from the different funds. From this lasie record, the informetion regard-
ing (a) appropriation amount; (b) code mumber, (e¢) chapter number; (d) name of

fund, is sent to each state ageney. This record is also the basis for the work-

ing papers use! in compiling current expenditure data. Current receipts data work
books are b: sed on previous biennium sources :nd new sources as passed by the
legislature. bBoth expenditures snd receipt deta are kept by funds and avencies,
(Time involved: from February through early June.)

11, Actual monthly expenditures data is taken from the State Auditor's general
ledger; normally, this information is available by the 20th of the following manth.
kxpenditures are recorded in total only by appropriation. No interest is given

to primary or secondary account elassific tions at this time. Revenue information
is compiled from a variety of sources. (a) Copy of igency transmittal of funds

to the .tate Treasurer; (b) State Auditor's receipt book and his copy of receipt
as issued by the State Treasurer; (c) Breakdown of revenue as shown by the records
of the Department of Natural Resources; (d) State Treasurer's records seldom used,
but hzve been source of information in the pust. Both receiuts and expenditures
are kept on an accumilative b:sis,

12, The several statements prepare: by the Budget Section are (a) Monthly statement
of cash by Funds. For each fund there is shown the bash at the beginning of the
wonth, actual receipts, total available, actual expenditure, cash as shown by the
State Auditor, warrants utstanding, cash as shown by the State Treasurer (@hich

is taken from the Treasurer's monthly statement of cash on hund); (b) Monthly state-
ment of investments by funds -- shows balance at beginning of month and balance at
end of month; (¢) Monthly statement of Bonded Indebtedness —— shows each bond issue,tota
authorized,. authoriged but not sold, outstanding beginning of month, cutstanding
at end of ‘onth; (d) Monthly statenent of CGeneral Fund receipts and disbhursements
by source and function —- compared with the like two past periods. l‘he information
in this statement is on an accumulated basis; that is, one wonth period, five month
period, ete. This statement is mimeographed every other :onth and distributed to
legislators and ot'er interested parties; (e) Monthly expenditure statementw —
shows name of department and aopropriation, title, name of fund, amount appropriated,
1/24th of aporopriated amoynt, actual expenditure for the zonth, actual accumulated
expenditure as shown by the Jtate Auditor, accumulated expend tures as shown by
pre-audit (including encumbrances) and the numbers of the 24th depending upon month
involved, 1. e., July 1/24, December 6/24, ete.; (f) Monthly statement of receipts
by Funds, Department, and 3ource. Shows name of Fund, Department and Source, re-
ceipts for like period in previous biennium, curr nt month receipts and acecumlated
feceipts to date; (g) Operation of funds statement —- preparel after end of first
year of biennium and after the completed biennium -- shows name of fund, cash at
beginning of period, Department, Source of receipts (in detail), total available,
expenditures by department and appropriation, and cash on hand at end of period;

(h ‘uarterly General Fund statement of receipts -- coupares actual receipts with
estimates made at beginning of biennium; (i) Special statements and reports ase
prepared by Budget Section when requested to do so. This requires clearance from
Uirector of Budget.




PRUCEDURE FOR COMPILING BIENNIAL BUODGET

LFFICE OF DIRECTUR OF BUDGET

AGEINCY

BUSGET SECTION

DIRZCTR

GCYERBUR

LESTSRATURE

‘s, Compleces foTws,

1. Foras, lastructions

2. Perward to Jirector

and Samples <evised

3. Reviews and approves

b no later than June

Early in Budget Year

| 30¢h

4. Torwards to Buiget
Sectiom with ¢.¥X. te
trangsis

5.

| contasts Budgst
Section for addic-
ional (nformacion.

7. Porwards to Judget
Jection on or after

Sapt. lat.

_—

forms samples and [
lnstructions Sent to

fdead of .gancy

Detail check now taies
place {see check shaets

attached) Pmated to basic

worTk bogks

1. Reviewved and
recommendat ions for

l12. 2evisions made *

13, Returmed to Budget

Copy of Printed

Budget

5. Agency required Lo > revisions sade Director
maike correctiocns
11, Forwarded Lo (Governor
= for revisiona
15. restad to basic work
bosks
17. 5tatemgacs prepared L4, Motes ravisioms
13, pudgest Bill wricten 13. forwards te Judget
- . 19. Budger sent to primter jact i
m:t e 51, Discributed on word | Copy of Primted
: fron Directer Budget |
19. %et up i basic 27 . Rewiewed 24. Rev.awed
workbooks 2%. Forwarded to 25. Vete power may ba
< | 3. Informat.on 48 Lo L Bwdget jectiom | used

31. Sets up infor-
mation on ageacy

records
|132. Agesacy in businesa

appropr alion amount,
Code %o., “und, and
Chapter Yo. sent O

agency

26. Sigmed imteo law |

2l.Pearings held wich all
stace agencies

22. Apprepriatiem Bili

passad

23. Porwsrded to

Caverner




1.
2.

SOURCES oF INFORMATION COMPILED 1IN THE BUDGET SECTIUR OF THE CFFICE OF DIRECTOR OF BUDGET

STATE AUDITOR
Cash veceipt book (by ageacy aad source)
uriginal copy of agency receipt as issued
by Treasurer.

Appropriation expsaditure ledgers

. Cancsillad warrants in previous biemmimm

data
Houthly cash balince checked with that eof
Budget Sectiem.

. Copy @f State form 1990 as submittied by

agencies and checked with recerds of the
state auditer

GCopy of examinaticas made by Post Auditors
Data fer preparatiom of state Form 1398
as preparad by Budget Section (lLegisiative
and other approgriations)

BUD2GET
3 SELTIGN
_-—-—"'_"_-.—-_-_---_.-_ ‘L
ACENCY — FINANCIAL REPURTS

Copy of transmitial as semt to State
Treasurer (not all agencies)

Departmeat of ¥atural Resources
{special breakdown of receipt daca)
Noathly recap of deposita made to :tatas
Treasurer (oaly & {ew agenc.as)

S5tate Tax “ommission - breakdown of
Zevenve Act monthly

. Board o iducation - copy of achool

building projeccs allotments

L. vomthly statement of (eneral 7und -
receipts by source amd disbursemeants by
furciion, also showing cash balance.

2 ¥onthly cash stacement by [unds

3. ponthly statement of receipts :n datail
by source and :Dunds

4. Monthly expenditure statesmat - by departi-
meats and appropriatien

5. juwarterly statement of General Fuad -
actual receipts compared with estimated
receipis

5. Year and biennial statement showing in
detail the operat.on of sach fund

) 8

. Copy of transier document

3TATE TREASURER

ftecelipted copy of cramsmictal seat in by
ageacy (net all agemcies)

- cash batwesn
funds

Investment data checked memthly

ronthly cash balance statement

BUDSET DEPARTMENT

Machine Secticn
d¥achine run of monthly expenditure state-
ment (used as & primtiag press - no
calculatzions
HoBL3iy statement showimg toizl ezpended
orders outataading and total encusbrance
by appropriation (pre-audit agencies.




