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By Request of the Business, Labor & Agriculture InterimComittee

A Bill for an Act entitled: "An Act requiring certain departnents
to develop and inplenent a full cost accounting pilot program
providing for an interimstudy of a full cost accounting pil ot
program anendi ng section 5-5-223, MCA; and providing an

i medi ate effective date and a term nation date."

Be it enacted by the Legislature of the State of Mntana:

NEW SECTION. Section 1. Short title. [Sections 1 through

5] may be cited as the "Full Cost Accounting Act".

NEW SECTI ON. Section 2. Legislative findings and

declarations. (1) The legislature finds that acknow edgi ng the
conpl ete costs of agency prograns and services enabl es
policymakers to devel op nore inforned decisions, identify
opportunities for stream ining prograns and services, facilitate
cost-saving efforts, and better plan for the future.

(2) The legislature further finds that applying a full cost
accounting nodel may result in the follow ng benefits:

(a) agency rates and fees for goods and services that are
set correctly and fairly;

(b) agency budget requests that are nore clear and

def ensi bl e; and
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(c) prograns or services that may be operated nore
effectively or offered for | ess cost.

(3) The legislature further finds that full cost accounting
serves different goals and audi ences than traditional governnent
accounting reports.

(4) Therefore, the legislature declares that there is a

conpel ling public need to adopt a full cost accounting nodel to

i sol ate state agency program costs.

NEW SECTI ON. Section 3. Policy and purpose. The purpose

of [sections 1 through 5] is to provide the |legislature, the
executive branch, and the public wth a detailed description of
i ndi vi dual program costs to:

(1) identify cost-effective nethods of providing goods and
servi ces;

(2) assist the legislature in making decisions regarding
t he appropriation of public revenue; and

(3) establish rates and fees that reflect the true cost of

provi di ng goods and servi ces.

NEW SECTI ON. Section 4. Definitions. As used in [sections

1 through 5], the follow ng definitions apply:

(1) "Agency" neans an office, position, comm ssion,
commttee, board, departnent, council, division, bureau, section,
public corporation, or any other entity or instrunentality of the
executive branch of state governnent.

(2) "Commttee" nmeans the business and | abor interim
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commttee provided for in 5-5-223.

(3) "Contractual conponents" nmeans any witten contracts
that an agency has entered into with the private sector through
whi ch the private sector provides goods or services to the public
or the agency.

(4) "Direct costs" neans costs that are clearly and
excl usi vely associated with an agency program or service.

(5) "Executive branch" neans the executive branch of state
governnent referred to in Article Ill, section 1, and Article VI
of the Montana constitution.

(6) "Executive oversight" nmeans the salary and expenses of
an agency director, deputy director, or advisory board or
conmi ssi on.

(7) "Full cost accounting” neans a systematic approach for
identifying, summ ng, and reporting the actual costs of agency
prograns or services by accounting for all nonetary resources
used or conmtted by agency prograns or services.

(8) "Indirect costs" neans costs that are not exclusively
related to an agency program or service and that benefit at |east
one ot her agency program or service. For the purposes of
[ section 5], indirect costs include but are not limted to the
foll ow ng services:

(a) accounting and payroll;

(b) human resource;

(c) legal;

(d) purchasing and procurenent;

(e) data processing;
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(f) records managenent; and
(g) executive oversight.
(9) "Progranmt neans any legislatively or adm nistratively
created function, project, or duty of an agency.
(10) "Regulatory activities" means private sector services

or functions that an agency regul ates and provi des in-house.

NEW SECTION. Section 5. Full cost accounting pilot program

-- duties of departnents -- cost factors -- reporting
requi renents. (1) Beginning July 1, 2001, each depart nent
provided for in subsection (2) shall establish a full cost
accounting nodel to determ ne the total cost of providing an
agency program i n-house, using the cost factors provided for in
subsection (4).

(2) The follow ng departnents shall establish a full cost
accounti ng nodel :

(a) departnment of adm nistration, including the information
services division and the central stores program

(b) departnent of commerce;

(c) departnent of corrections;

(d) departnment of environnmental quality;

(e) departnment of public health and human services; and

(f) departnment of transportation.

(3) (a) Except as provided in subsection (3)(b), each
departnent shall choose progranms for the full cost accounting
nodel that represent at |east 25% of the departnent's total

budget as appropriated by House Bill No. 2 and House Bill No. 13,
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Laws of 2001, apart from any specific prograns or divisions
listed in subsections (2)(a) through (2)(f), and that represent a
vari ety of funding sources, contractual conponents, and
regul atory activities.

(b) The departnent of adm nistration may not include the
state fund in a full cost accounting nodel

(4) The full cost accounting nodel nust contain the
foll ow ng cost factors:

(a) direct costs, including but not limted to:

(i) enployee wages, benefits, and pensions;

(1i1) supplies and materi al s;

(ri1) travel

(iv) printing;

(v) rent;

(vi) utilities;

(vii) interest on capital itens;

(viti) facility and equi pnment costs;

(1 x) conmuni cations; and

(x) other costs expended for the exclusive benefit of the
program and

(b) indirect costs.

(5) Each departnent shall prepare a quarterly report of its
findings to the conmmttee. Each report nust contain:

(a) the true cost of providing a service or program

(b) issues associated with inplenenting and adm nistering a
full cost accounting nodel; and

(c) recommendations for changing the full cost accounting
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nodel to ensure the effective collection and use of information.
(6) Each departnent shall prepare and deliver a fina
report to the conmttee no |ater than Septenber 1, 2002, that
summari zes the departnent's quarterly findings and addresses any

comm ttee questions or recommendati ons.

NEW SECTION. Section 6. Interimstudy of full cost

accounting inplenentation and adm nistration. (1) (a) The
| egi sl ative council shall assign the nonitoring and review of the
full cost accounting pilot programprovided for in [section 5] to
the commtt ee.

(b) The commttee shall convene regular neetings to nonitor
and advi se each departnment listed in [section 5] on the
ef fectiveness of the inplenentation and adm nistration of a ful
cost accounting pilot program

(c) Following a review of the reports presented by the
departnments, the commttee may recommend:

(1) atransition schedule to include state agenci es not
taking part in a full cost accounting pilot program and

(1i) legislation that would, in its opinion, resolve any
i ssues raised by the commttee, other |egislators, the executive
branch, and the public about the application of the full cost
accounting nodel for all state agencies.

(2) The commttee shall prepare for subm ssion to the 58th
| egislature a report of its findings and any recomendati ons or

proposed | egi sl ati on.
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Section 7. Section 5-5-223, MCA, is anended to read:
"5-5-223. Business and labor interimcommttee. (1) The
busi ness and | abor interimconmttee has adm nistrative rule
review, program evaluation, and nonitoring functions for the
foll om ng executive branch agencies and the entities attached to
agencies for adm nistrative purposes:
t4H-(a) departnent of agriculture;
t2)y(b) departnent of conmmerce;
3)y(c) departnent of |abor and industry;
t4)y(d) departnent of |ivestock;
t5)y(e) departnent of public service regulation; and
t6)(f) office of the state auditor and insurance

conmi ssi oner .

(2) The committee shall review the inplenentation and

adm nistration of the full cost accounting pilot program and neke

recommendations for inplenenting a full cost accounti ng nodel for

all state agencies."”

{Internal References to 5-5-223: None.}

NEW SECTI ON. Section 8. {standard} Saving clause. [This

act] does not affect rights and duties that matured, penalties
that were incurred, or proceedings that were begun before [the

effective date of this act].

NEW SECTI ON. Section 9. {standard} Severability. If a part

of [this act] is invalid, all valid parts that are severable from

the invalid part remain in effect. |If a part of [this act] is
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invalid in one or nore of its applications, the part remains in
effect in all valid applications that are severable fromthe

invalid applications.

NEW SECTI ON. Section 10. {standard} Effective date. [This

act] is effective on passage and approval.

NEW SECTI ON. Section 11. {standard} Term nation. [ Sections

5 6, and 7(2)] term nate Cctober 1, 2002.

- END -
{ Nane : Gor don Hi ggi ns
Title : Legi sl ati ve Research Anal yst
Agency : Legi sl ati ve Services Division
Phone : 444- 3064
E- Mai | : gohi ggi ns@t . gov}
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