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MEMORANDUM

TO: Joint Budget Committee
FROM: Alfredo Kemm, JBC Staff (303-866-4549)
SUBJECT: Department of Personnel Proposed Bills

DATE: December 16, 2013

The Department asked staff to formally comment to the Committee on two proposed bills that
the Department discussed with staff.

Bill 1: Continuous Appropriations Authority for Workers Compensation Claims

The Department would like continuous spending authority for the workers' compensation claims
payments and claims-related payments that is currently provided for the other risk programs:
liability and property. Statute allows continuous spending authority for these programs other
than the direct and indirect administrative costs of operating the risk management system. The
Department would seek similar treatment for workers' compensation.

Background

Most recently the Department submitted a 1331, interim supplemental request for workers'
compensation claims payments in June of this year. The Department requested an additional
$1,367,406 reappropriated funds spending authority for its Workers' Compensation Premiums
line item in Risk Management for FY 2012-13. Staff recommended $1.5 million to ensure the
Department had enough spending authority based on the Department's assessment that its request
was based on a lean to mid-range projection. Actual expenditures exceeded the supplemental
appropriation by an additional $139,000.

Staff's primary concern with the 1331 was that the request suggested that claims were higher
than budgeted. Staff's analysis found that claims were projected below budget, but litigation and
other administrative and program expenses were higher than budgeted. The following table
outlines information presented by staff in the 1331 presentation to the Committee:

June 2013 Analysis of 1331 Request for Workers Compensation Claims

Department
Workers Compensation PremiumsLine ltem FY 2012-13 JBC Staff 1331 Proj ected
Expenses Request Recommend. Projection Over/(Under)
Prospective Claims Payout $34,907,605 $34,907,605
DHS Prior Year Claim Payments 150,000 150.000
Subtotal Claims Payments 35,057,605 35,057,605 34,297,915 (759,690)
Excess Policy 449,893 449,893 513,964 64,071
CDLE Permit 2,000 2,000 2,000 0
CDLE Surcharge 500,000 500.000 364.256 (135.744)
Subtotal Other Policy Expenses 951,893 951,893 880,220 (71,673
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June 2013 Analysis of 1331 Request for Workers Compensation Claims

Department
Workers Compensation PremiumsLine ltem FY 2012-13 JBC Staff 1331 Projected
Expenses Request Recommend. Projection Over/(Under)
Litigation 500,000 500,000 1,885,784 1,385,784
TPA Fees 2,150,000 2,150,000 2,400,216 250,216
Loss Control Incentives 50,000 50,000 4,650 (45,350)
Actuarial Services 39,500 39,500 23,500 (16,000)
RMIS Service Fees 45,816 45,816 12,409 (33,407)
Broker Service Fees 13,943 13,943 14,000 57
Subtotal Program and Admin Expenses 2,299,259 2,299,259 2,454,775 155,516
Workers Compensation PremiumsLine ltem 38,808,757 38,808,757 39,518,694 709,937
Other Expenses Included in Premiums, But Not Identified in Budget Request
Medical Bill Review 0 0 634,490 634,490
Indexing Fee 0 0 22,978 22,978
Subtotal Other Expenses Not Identified in Budget
Request Y 0 657.468 657.468
Total Projected Workers Compensation Premiums _
Line $38,808,757 $38,808,757  $40,176,162 $1,367,405
Litigation to Claims Ratio 1.4% 1.4% 5.5%
Program and Admin Exp to Claims Ratio 6.6% 6.6% 9.1%
Measures of Understatement in Budget Request
Litigation Over Budget 277.2%
Program and Admin Exp Over Budget 35.4%

Claims payments have to be paid whether within an annual or continuous appropriations
structure. Litigation and legal expenses have historically been considered as included in
continuous appropriations authority for the property and liability programs. The Department has
historically included other program and administrative expenses within the premiums line items,
which was the line item considered to have continuous spending authority in the property and
liability programs. At figure setting last year, staff recommended and the Committee approved
splitting the premiums line items to better identify various program expenses and better identify
administrative expenses that are annually appropriated from claims-related expenses that are
continuously appropriated.

Staff's Position on the Department's Proposed Bill
Staff is not opposed to the Department's request for continuous appropriations authority within
the structure currently provided for the property and liability programs. However, staff would
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recommend that the Committee and the General Assembly more carefully consider the
provisions that define which expenses constitute continuously appropriated program expenses
and which constitute annually appropriated administrative expenses and consider better defining
or specifying such expense elements and which should be afforded the automatic payment
characteristics of continuous spending authority.

Staff has been concerned that the risk management programs may have been understating legal
expenses through the budget process. However legal expenses are considered within continuous
spending authority for the property and liability programs. The Department considers the TPA
Fees and Loss Control line item which pays for the State's third party administrator contract with
Broadspire as well as internal workers' compensation program loss control efforts as a premiums
or claims-related expense. Staff continues to believe that these might be more appropriately
considered administrative expenses that should be annually appropriated because of the range
and optional nature of the oversight services provided externally through contract or internally
by program. Quality of oversight provided should be judged based on the resources expended.
Claims and legal expenses related to claims tend to fall outside of the program's management
controls in any given year.

Staff would take a position more supportive of the Department's proposed legislation if it
included additional legislative guidance and statutory clarity regarding the types of expenses
allowed within the continuous spending authority requested.

Bill 2: Excess Reserve Exemption for Central Services Funds

The Department would like exemption from the 16.5 percent excess reserve limit for funds 601,
Integrated Document Solutions (IDS), and 610, Capitol Complex. The Department requests this
exemption in order to allow the accumulation of funds for the express purpose of paying for
future capital expenditures.

Reserves, Depreciation, and Capital Replenishment

Future capital expenditures will have to be paid one of three ways:
1. by General Fund;
2. by increased fees to customer agencies; or
3. from accumulated fund balances.

Historically, larger capital purchases are made by General Fund, either directly or through the
Capital Construction Fund. Setting aside the General Fund option, the payment for capital
expenditures by additional fees or from accumulated fund balance is essentially a question of
time rather than source:
e customer agencies pay fees in excess of program operating expenses in years preceding a
capital purchase allowing an accumulation of fund balance; or
e customer agencies pay fees in excess of program operating expenses in years following a
capital purchase to pay for the capital purchase.
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The disadvantage to paying higher fees in advance is that customer agencies may not know what
they are paying for with the excess intended for future capital purchases. Additionally, it is
staff's understanding that the federal government would not pay fees that include an element for
advance payment for capital.

In practice, the Department does make requests for capital improvements — usually information
technology systems — in which there is an accumulated fund balance that would fund such a
purchase. Staff has communicated to the Committee over the course of providing budget
recommendations that while such funding options appear to allow for a capital equipment
purchase without raising customer fees, the fund reserve that is used for purchasing capital could
just as well be spent lowering customer fees. The choice is not — spend it because it was
accumulated and we have it, but rather spend it on capital equipment or return it to the
customers who previously overpaid through lower fees going forward.

While the Department has, on occasion, accumulated fund reserves that are eventually spent on
capital purchases, the objective of generating a reserve specifically for that purpose should be
discouraged.

However, there is an instance which is allowed and could be considered within the context of the
Department's proposed legislation. Depreciation is or should be collected through fees to pay for
capital expenditures. This is the one way that the federal government allows the State to bill for
capital expenditures: after the State's investment in capital, through a depreciation expense.
Additionally, the federal government will only pay such a fee if that fee is charged to all fund
sources. So depreciation is or should be collected within a fee.

Since depreciation is not a cash flow expense, the program fund balance automatically
accumulates the portion of the fee that is depreciation. The flow chart shown in attachment 2
illustrates this cash flow pattern into the fund balance. In this case, a fund may accumulate a
reserve and possibly an excess reserve by appropriately capturing depreciation. In this case, it is
also then arguably appropriate for a reserve or excess reserve to be spent on future capital
expenditures since the funds were collected on a principle related to the depletion of capital.

Staff's initial comments to the Department suggested that staff might be supportive of such
legislation if it was restricted to capturing depreciation and if depreciation could be segregated
within a capital replenishment subaccount or otherwise clearly identified in fund balance reports.
The Department has shared with staff follow-up comments suggesting that a subaccount or
separate capital account is probably not workable because of federal government requirements,
and the Department's preferred solution would be to identify a portion of reserve as such a
capital reserve in fund balance-related reports.

Staff's Position on the Department's Proposed Bill

Staff is not opposed to this request in concept, under certain conditions, but would continue to
reserve judgment on taking a position until details can be provided. Staff does not support a
straightforward statutory exemption to the excess reserve requirement. Staff would support a
statutory exemption that includes provisions specifying that excess reserves:
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1. Are intended for capital purchases;
Consist only of accumulated depreciation; and

3. That fund balance reports clearly segregate and identify depreciation-generated, capital
replenishment reserves.

Bill 2: An Additional Consideration —Integrated Document Solutions Fund Deficit

This Department legislative proposal closely follows in time, and may be related to, the State
Controller's Overexpenditure Report for FY 2012-13, which identified the Integrated Document
Solutions Fund 601 as being in deficit as of the end of that fiscal year. When that report was
received at the end of summer, staff began looking into the issues related to the deficit and
expected to have an issue brief to present to the Committee if findings warranted.

Staff is still unable to determine, or accurately assess and report on what may have taken place to
generate a deficit. However, staff continues to be concerned about this issue and this memo has
afforded staff the opportunity to share some larger questions with the Committee that staff was
not ready to present within an issue brief.

The Controller identified a deficit of $319,504 and the Controller's letter states that the deficit is
due to various factors including an under-earning of projected revenue. The letter goes on to
specify that under-earning is partly due to depreciation not having been factored into rate-setting
through FY 2012-13. Additionally, the letter states that the program experienced billing
problems for a two-week period in April-May 2013 with no ability to recover information
needed for billings to state agencies. The Department states that the deficit is primarily due to
the program not including depreciation in its rates. Additionally, the Department states that it
lost two weeks of metering billing data and estimates the loss at $126,682.

Staff determined that statute requires the Department to include depreciation in its rate-setting
for this program and therefore the Department is appropriately including depreciation going
forward. However staff was initially concerned about two items related to this issue:

1. empty spending authority unnecessarily remaining in program line items; and

2. whether depreciation was the reason for the deficit.

Empty Spending Authority

Staff recommended and the Committee approved eliminating contingency line items for the
program at figure setting last year. OSPB requested that these line items remain and the
Committee approved that request on the basis that it was empty spending authority anyway and
would only be accessed if the program received additional business. Staff's concern was that the
program appeared to be doing less business over time and therefore did not need the additional
spending authority in its budget.

The Department's central services, generally, are required to be purchased by state agencies. The
only exception is through a waiver granted by the Department. The Department states that its
consolidated central services save the State money by more efficiently provided such services at
a single point. In principle, this appears to be true. However, in practice, it is also possible to
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over-charge or over-collect for services if a central service program is not efficiently providing
services. And since it holds monopoly power in providing these services, there is no competing
service provider to ensure or compel efficiency.

Prices are set by projecting the business volume expected for a given year and ensuring that
program operating costs are covered as close to a zero profit as possible. However, when
operating costs are higher than they need to be to service a given level of business volume, the
price is necessarily going to be higher than it should be. The program may claim that it is
justified in having excess capacity in the event that unexpected business comes in. But higher
than necessary business volume projections that exceed historical trends — what customer
agencies are actually buying, and possibly including identifiable potential projects that may
come in, means that customer agencies are paying for the excess capacity held by the program.
Empty spending authority in this case may be a contributing factor to higher prices than
necessary in order to support a program with excess capacity.

The deficit issue identified by the State Controller suggested that not only had the program not
received the volume of business it expected, it had received much less in generating a deficit.
However, the Department's schedule 9 (included as attachment 1) included in this year's budget
request includes an operating cash flow summary with revenue of $19.2 million and expenses of
$18.2 million which actually generated a net operating cash flow of just under plus $1.0 million
for the IDS program in FY 2012-13. The program's operating revenue and expenses were not the
cause of the deficit.

Depreciation

The program had an operating, net positive cash flow in FY 2012-13. The deficit generated in
this fund account was not due to program operating revenues and expenses, but was rather
located in the balance sheet, and therefore might be caused by depreciation. Had depreciation
been included in rate setting, the program would have generated more revenue with higher prices
that included depreciation.

Specifically, the Department identifies alternately, about $476,000 expensed in its operating
income statement or $401,000 shown as the one-year change in accumulated depreciation on the
program fund's balance sheet. The operating cash flow generated a $1.0 million surplus;
depreciation could be considered to account for about 40.0 to 48.0 percent of this surplus. On
this basis, the program covered its operating expenses and depreciation and contributed a surplus
of at least $0.5 million.

Schedule 9 Balance Sheet

In FY 2012-13, the program is in deficit by $319,504 after a beginning year balance of plus
$503,735, for a total decrease in fund balance of $823,239. Staff's understanding of balance
sheets is that changes in cash position come from three general places:

e adjustments from operating cash flow;
e investment (spending), or other adjustments, in long-term or capital assets; and
e changes in liabilities.
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The program's operating cash flow contributed just under a plus $1.0 million. What happened to
$1.8 million — $1.0 million from operating and $0.8 million change in fund balance — in this fund
on the balance sheet?

Cash Assets

The schedule 9 shows that there was a change in cash assets of minus $1.0 million. Typically,
cash assets correlate with program cash flow. In this case, the program cash flow was plus $1.0
million and cash assets were minus $1.0 million for a difference between the two of about $2.0
million.

Long-term/Capital Assets

Changes in long-term assets included on the schedule 9 shows a minus $363,717 change. Long-
term assets essentially include capital assets minus depreciation. So had there been a purchase of
capital assets with cash, such a change would have been reflected at about equal to the cash
assets change. Additionally, depreciation is included so no adjustment is necessary to account
for that.

Liabilities
Liabilities shown on schedule 9 were reduced by $780,333 over the fiscal year, reducing the $1.8
million not otherwise accounted for in the schedule 9 to about $1.0 million.

Schedule 9 Balance Sheet Conclusion
It appears that approximately $1.0 million is unaccounted for in the operating and finance
information presented in the schedule 9.

Staff is expecting to meet with the Department regarding this issue, but has not yet had that
meeting. Nevertheless, staff is concerned that the Department's proposed legislation may be
related to this issue particularly and at this point staff is unsure about what took place in the IDS
program that generated the deficit.

It does not appear that not including depreciation in pricing is responsible for the deficit as
identified by the Department and in the State Controller's letter. The program's operating surplus
indicates that the programs services were overpriced in FY 2012-13 by $1.0 million. Including
depreciation in pricing would have generated a greater operating surplus. A greater surplus of
$400,000 to $475,000 would have prevented the fund balance from being in deficit, but does not
explain where the additional $1.0 million in cash assets were expended or placed. Staff's position
on the Department's proposed legislation will ultimately be dependent on having this issue
resolved.
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Attachment 1

Schedule 9: Cash Funds Reports
Department of Personnel & Administration
FY 2014-15 Budget Request
Fund 601 - Central Services Fund
24-30-1108, C.R.S. (2013)

Schedule 9

Actual Actual Appropriated Requested
FY 2011-12 FY 2012-13 FY 2013-14 FY 2014-15
Year Beginning Fund Balance (A) $527,225 $503,735 -$319,504 $1,689,464
Changes in Cash Assets -$126,661 -$1,043,581 $747,093 $0
Changes in Non-Cash Assets $297,327 -$196,275 -$68,192 $0
Changes in Long-Term Assets $70,305 -$363,717 $1,496,982 $0
Changes in Total Liabilities -$264,460 $780,333 -$166,915 $0
TOTAL CHANGES TO FUND BALANCE -$23,490 -$823,240 $2,008,968 $0
Assets Total $6,429,681 $4,826,108.59 $7,001,992 $7,001,992
Cash (B) $672,092 -$315,540 $431,233 $431,233
Inventory $823,274 $626,999 $558,807 $558,807
Other Assets $11,401 $7,979 $7,979 $7,979
Capital Assets $4,509,527 $4,149,231 $5,646,214 $5,646,214
Other Assets(Detail as necessary) $0 $0 $0 $0
Receivables $413,387 $357,438 $357,759 $357,759
Liabilities Total $5,925,946 $5,145,613.03 $5,312,528 $5,312,528
Cash Liabilities (C) $1,361,604 $1,603,223 $1,770,138 $1,770,138
Long Term Liabilities $4,564,341 $3,542,390 $3,542,390 $3,542,390
Ending Fund Balance (D) $503,735 -$319,504 $1,689,464 $1,689,464
Logical Test TRUE TRUE TRUE TRUE
Net Cash Assets - (B-C) -$689,512 -$1,918,762 -$1,338,905 -$1,338,905
Change from Prior Year Fund Balance (D-A) -$23,490 -$823,240 $2,008,968 $0
Cash Flow Summary
Revenue Total $21,189,811 $19,219,914 $21,278,351 $21,278,351
Fees $0 $19,219,914 $21,278,351 $21,278,351
Interest $0 $0 $0 $0
Expenses Total $21,213,301 $18,232,282 $20,531,578 $21,278,351
Cash Expenditures $21,213,301 $18,232,282 $20,531,578 $21,278,351
Change Requests (If Applicable) $0 $0 $0 $0
Net Cash Flow -$23,490 $987,632 $746,773 $0
Department of Personnel & Administration
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Attachment 2

IDS Cash Flow Models for Pricing Without and With Depreciation

Revenue In
= Price x Work Volume

IDS-set Pricing
(no Depreciation)

X
Work Volume =
State Agency Purchases

Revenue In

= Price x Work Volume

Program Expenditures
(up to Spending Authority)

PS.& +
Pots

Operating +
Expenses

Indirects

In Cash Fund Account

Accumulates
On Balance Sheet

—

IDS-set Pricing
(with Depreciation)
X
Work Volume =
State Agency Purchases

PS.& +

Pots

Program Expenditures
(up to Spending Authority)
Operating + Indirects
Expenses

Surplus/(Deficit)

R

Depreciation

Accumulates

On Balance Sheet
In Cash Fund Account

—

Surplus/(Deficit)

Accumulates
In Capital Replenish-
ment Account




COLORADO GENERAL ASSEMBLY
JOINT BUDGET COMMITTEE

FY 2014-15 STAFF BUDGET BRIEFING

DEPARTMENT OF PERSONNEL

JBC Working Document - Subject to Change
Staff Recommendation Does Not Represent Committee Decision

Prepared By:
Alfredo Kemm, JBC Staff
December 16, 2013

For Further Information Contact:

Joint Budget Committee Staff
200 E. 14th Avenue, 3rd Floor
Denver, Colorado 80203
Telephone: (303) 866-2061
TDD: (303) 866-3472



JBC Staff Budget Briefing— FY 2014-15
Staff Working Document — Does Not Represent Committee Decision

TABLE OF CONTENTS
DePartmMeENt OVEIVIEW .....cccuviieiiieeiiieesteeesteeesieeestteeestteeesseeesseeesseessseesssaeessseeessseesseeessseeensseenns 1
Department Budget: Recent ApPropriations.........cc.eeecueeeecueeeriieeerieeesieeesieeesseessseeessseeesseeesseeenns 2
Department Budget: Graphic OVEIVIEW ........cccuieiieriieiiieniieieesieeieeseeereesteeseessaeesseessseeseessseens 3
General Factors Driving the Budget ..........cc.ooouioiiiiiiiiiiiiiceceee e 5
Summary: FY 2013-14 Appropriation & FY 2014-15 Request ......c.ceevvieerieeiiieeeieeeiieeeiee e, 9
Issues:
JBC Use of the Department's Proper Legal Name............cccevveeciieniieiieniieiecieeeeeen 12
Legislative Digital Policy Advisory Committee Update ..........ccceeeeveerieeiienieenieeniieeneens 15
Statewide Indirect Cost Plan for Figure Setting and JBC Indirects Policy Update......... 19
CP-1 Annual Fleet Vehicle REqUESL .......c.coocviiiiiiiiieiieciecieeeeceeesee e 26
FY 2014-15 Department Request Items .........ccceevviieeiieieiiieniieeeee e 33
Appendices:
A - NUMDETS PAZES ...ttt et 38
B - Recent Legislation Affecting Department Budget.............oooeieiiieniiiiiiniiiiiieiieeee 67
C - Update on Long Bill Footnotes & Requests for Information ..........cccccoceeveevericnnce. 70
D - Indirect Cost Assessment Methodology ..........coceriereriiiniiniiiinienecicecneee e 71
E - Change Requests' Relationship to MEasures...........covevveeiereenenieneenieeieneenie e 72
F — RFI Response — PERA ANalYSiS......ccceriiiiiiiiieiienieeieee ettt 73
G — Statewide Indirect Cost Plan............coooioiiiiiiiiiiie e 78
H — Indirect Costs Excess Recovery Fund Balance Report.........c.cccoceeviieiiniincnicncenns 80

I — Legislative Digital Policy Advisory Committee Report..........ccceevvevveniinienieneennennne. 82



JBC Staff Budget Briefing— FY 2014-15
Staff Working Document — Does Not Represent Committee Decision

DEPARTMENT OF PERSONNEL

Department Overview

The Department generally provides centralized human resources and administrative support
functions for the State.

16-Dec-13

The Executive Director's Office includes the Office of the State Architect, the Colorado
State Archives, the Colorado State Employee Assistance Program (C-SEAP), and the
Address Confidentiality Program.

The State Personnel Board, located in the Department but constitutionally independent,
oversees the State Personnel System pursuant to Article XII, Sections 13, 14, and 15 of
the Colorado Constitution.

The Division of Human Resour ces establishes statewide human resource programs and
systems to meet constitutional and statutory requirements and provides support services
to state agency human resource offices.

The State Office of Risk Management in the Division of Human Resources administers
and negotiates the state's coverage for workers' compensation, property, and liability
insurance.

The Division of Central Services exists to maximize efficiencies for the state through
consolidated common business services and includes Integrated Document Solutions,
State Fleet Management, and Facilities Maintenance.

The Integrated Document Solutions unit provides document- and data-related support
services, including print and design, mail operations, digital imaging, data entry, and
manual forms and document processing.

State Fleet M anagement provides oversight for all vehicles in the state fleet including
managing vehicle purchasing and reassignment; fuel, maintenance, repair and collision
management; and auction, salvage and the State Motor Pool.

The Office of the State Controller maintains the state’s financial records, in part
through the Colorado Financial Records System (COFRS), the state's accounting system.

The Office of Administrative Courts provides a statewide, centralized, independent
administrative law adjudication system, including hearing cases for workers'
compensation, public benefits, professional licensing, and Fair Campaign Practices Act
complaints filed with the Secretary of State.

PER-brf
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Department Budget: Recent Appropriations

Funding Source FY 2011-12 FY 2012-13 FY 2013-14 FY 2014-15*

General Fund $4,118,272 $6,603,153 $9,131,974 $8,544,797
Cash Funds 11,790,909 12,565,917 13,628,813 13,272,224
Reappropriated Funds 141,948,754 145,017,102 151,445,199 153,901,564
Federal Funds 0 0 0 0
Total Funds $157,857,935 $164,186,172 $174,205,986 $175,718,585
Full Time Equiv. Staff 394.3 396.9 392.6 386.1

*Requested appropriation.
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Department Budget: Graphic Overview

Department's Share of Statewide
General Fund

0.1% of GF

Department Funding Sources

86.9% RF

‘52% GF

7.8% CF

All charts are based on the FY 2013-14 appropriation.
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Distribution of General Fund by Division

33.4% Human Resources
5.7% Personnel Board

A
51.8% Executive Director's Office g

Distribution of Total Funds by Division

5% Central Services
8.6% Accounts & Control -...

45.3% Central Services

5.8% Accounts & Control -...
A/:‘ _2.0% Administrative Courts

0.3% Personnel Board_ oee—"__
8.6% Executive Director's Office

38.0% Human Resources

All charts are based on the FY 2013-14 appropriation.
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General Factors Driving the Budget

The Department's FY 2014-15 budget request consists of 4.9 percent General Fund, 7.6 percent
cash funds, and 87.6 percent reappropriated funds. The primary source of reappropriated funds
is user fees transferred from other agencies for the provision of statewide services. Some of the
major factors driving the Department's budget are discussed below.

Number of State Employees

The Department administers the state's programs related to employee compensation and benefits.
Statewide expenditures for these programs are driven by the number of employees, the
percentage of employees who choose to participate in optional benefit plans, and the
Department's contracts with the benefit providers. The following table shows the number of FTE
appropriated statewide, excluding all employees in the Department of Higher Education.

State Employees (excluding Department of Higher Education Employees)
FY 06-07 FY 07-08 FY 08-09 FY09-10 FY 10-11 FYI11-12 FY 12-13 FY 13-14
Total FTE  29,106.7 30211.0 31,142.5 31,070.5 31,466.9 30,657.3  30,559.8  30,787.2

The Department's Executive Director serves as the State Personnel Director, and pursuant to
Section 24-50-104 (4) (c), C.R.S., submits to the Governor and the Joint Budget Committee of
the General Assembly, annual recommendations and estimated costs for salaries and group
benefit plans for state employees. For FY 2013-14, salary survey line items totaled $48.1 million
statewide, including $23.7 million General Fund, and provided a 2.0 percent across-the-board
pay increase. For FY 2013-14, the merit pay line items totaled $21.4 million statewide,
including $11.4 million General Fund, and provided funding for raises according to a formula
that rewards performance, but also gave greater percentage increases to employees at the lower
end of the pay range.

The Total Compensation Common Policies briefing will address issues related to this factor.

Risk M anagement

The Office of Risk Management administers liability, property, and workers' compensation
insurance coverage. Factors driving the budget are the number of claims and their costs, as well
as division staffing and how the Department allocates expenses internally.

e The State is self-insured for the Liability Program. Liability claims are funded by the
Risk Management Fund, pursuant to Section 24-30-1510 (1), C.R.S. These types of
claims include federal claims for employment discrimination, federal claims for civil
rights violations, and allegations of negligence on the part of a state agency or employee,
such as auto accidents or injuries that occur in a state building.

e The Property Program purchases commercial insurance and pays associated deductibles

to cover state properties and assets. Property claims are funded by the Self-Insured
Property Fund, pursuant to Section 24-30-1510.5 (1), C.R.S. This type of insurance

16-Dec-13 5 PER-brf
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covers state buildings and their contents, and the Department insures over 6,000

properties that are valued in excess of $9.0 billion.

e The State is self-insured for the Workers'

Compensation Program. Workers'
compensation claims are funded by the State Employee Workers' Compensation Account
in the Risk Management Fund, pursuant to Section 24-30-1510.7 (1), C.R.S.

Appropriations and allocations to state agencies for risk management coverage are calculated
The larger institutions of higher
education administer their own risk management programs, and those funds are not included in

using actuarially-determined prospective claims losses.

the following table.

Statewide Risk M anagement Services - Premiums and Program Management Expenses

FY 09-10 FY 10-11 FY 11-12 FY 12-13 FY 13-14 FY 14-15

Actual Actual Actual Actual Approp. Reguest
Workers' Compensation Premiums 40,945,315 35,441,933 33,565,516 40,447,902 39,020,820 40,637,676
Property Premiums 8,121,258 7,881,786 7,824,968 7,668,912 7,984,015 7,299,621
Liability Premiums and Legal Services 6915373  7.532.919 7215260  7.680.580 7.940.300 7.764.857
TOTAL Premiums & Legal 55,981,946 50,856,638 48,605,744 55,797,394 54,945135 55,702,154
Workers' Comp. TPA Fees and Loss Control n/a n/a n/a n/a 2,200,000 2,450,000
Risk Management Services Administrative Expense 754.886 888.064 875.926 876.974 1,328,047 1,386,721
TOTAL Program Management 754,886 888,064 875,926 876,974 3,528,047 3,836,721
Program Management Expense Percentage 1.33% 1.72% 1.77% 1.55% 6.03% 6.44%
TOTAL Risk Management 56,736,832 51,744,702 49,481,670 56,674,368 58,473,182 59,538,875
Additional Payments from State Claims Board n/a n/a n/a n/a 2,835,738 2,835,738

The Workers' Comp. TPA Fees and Loss Control line item provides funding for the State's
workers' compensation third party administrator (TPA), Broadspire, and the Department's loss
control initiatives and is included in calculating the program management expenses percentage of
Risk Management. Prior to the 2013 Long Bill, these expenses were commingled in the
Workers Compensation Premiums line item. Prior to the 2013 Long Bill certain administrative
or program management expenses were commingled within the funding for all three Risk
Management Program Premiums line items, including actuarial and broker services and the risk
management information system. These funds are now identified in the Risk Management
Program Administrative Cost section of Risk Management Services.

The Additional Payments from State Claims Board line item provided $2.8 million in General
Fund in a 2013 Long Bill amendment for the purpose of funding additional claims related to the
Lower North Fork Fire as provided in Section 24-10-114 (5) (b), C.R.S. While this amendment
was adopted as one-time funding and did not include a fiscal statement for out-year funding, the
Department has retained this appropriation in its FY 2014-15 request.
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State Fleet M anagement

Pursuant to Section 24-30-1104 (2) (a), C.R.S., the State Fleet Management Program (Fleet)
manages the state motor pool, coordinates the maintenance and repairs for state vehicles,
auctions older vehicles, and purchases vehicles that are financed by a third-party company. Fleet

is funded by reappropriated funds in the Motor Fleet Management Fund, pursuant to Section 24-
30-1115, C.R.S.

Fleet Management Program Appropriations and Expenditures Analysis
FY 08-09 FY 09-10 FY 10-11 FY 11-12 FY 12-13
Total Fleet Long Bill Appropriation”! $34,368,009 $39,431,801 $42,101,025 $43,602,451 $42,834,398
Total Fleet Actual Expenditure 32,920,488 32,033,596 36,669,122 39,194,682 38,778,051
Fleet Vehicles 5,800 5,817 5,903 5,912 5,912
Average Annual Cost per Vehicle $5,676 $5,507 $6,212 $6,630 $6,559
Change in Average Cost -3.0% 12.8% 6.7% -0.7%
Vehicle Lease/Purchase Long Bill Appropriation $12,558,203 $13,984,778 $16,599,436 $16,521,437 $15,686,775
Vehicle Lease/Purchase Expenditure 11,880,388 12,188,713 14,519,741 14,695,589 14,125,831
Average Annual L ease/Purchase Payment per Vehicle $2,048 $2,095 $2,460 $2,486 $2,389
Lease/Purchase Percent of Total per Vehicle Cost 36.3% 38.2% 39.7% 37.6% 36.4%
Fleet Operating Expenses Long Bill Appropriation $20,677,433  $24,127,500 $24,131,346  $25,728,564 $25,728,564
Fleet Operating Expenses Expenditures 19,731,929 18,492,680 20,675,568 23,066,149 23,124,509
Average Annual Fleet Op. Expense per Vehicle $3,402 $3,179 $3,503 $3,902 $3,911
Operating Expenses Percent of Total per Vehicle Cost 60.3% 57.9% 56.6% 59.0% 59.6%
Vehicle Management Fee (auction pool vehicles) /2 $23 $27 $36 $27 $30
Fleet Admin Long Bill Appropriation $1,132,373  $1,319,523 $1,370,243  $1,352,450  $1,419,059
Fleet Admin Expenditures " 1,308,171 1,352,203 1,473,813 1,432,944 1,527,711
Average Annual Fleet Admin Costs per Vehicle $226 $232 $250 $242 $258
Admin Expense Percent of Total per Vehicle Cost 4.0% 4.2% 4.0% 3.7% 3.9%

"The FY 2013-14 Long Bill Appropriation totals $44,845,691 for 5,932 vehicles. The FY 2014-15 request totals $45,971,215 for
5,950 vehicles.
"2 The Vehicle Management Fee shown is for auction pool vehicles. The Division of Wildlife is the only non-auction pool agency in
Fleet and pays a higher fee because they retain the auction proceeds from their vehicles to replenish federal funding received. Fees for
the Division of Wildlife vehicles from FY 08-09 through FY 12-13 were $35, $40, $45.50, $40, and $35.

3 Fleet Admin Expenditures include compensation-related POTS expenditures that are appropriated in the Executive Director's Office.

Vehicles in the state fleet incur both fixed and variable costs. Fixed costs include vehicle lease
payments and Fleet's vehicle management fee, and are funded in the Vehicle Lease Payments
line item in individual department budgets and paid into the Motor Fleet Management Fund.
Variable costs include the cost of repairs, maintenance, fuel, and insurance for state agency
vehicles and are funded in individual department Operating Expenses line items and paid into the
Motor Fleet Management Fund.
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Vehicle lease payments to finance companies are paid from Fleet's, Vehicle Replacement Lease,
Purchase or Lease/Purchase line item. The vehicle management fee funds Fleet's administrative
overhead including personal services, administrative operating expenses, leased space, and
indirect costs. Fleet's Operating Expenses line item is mostly comprised of statewide fleet
operating costs (maintenance, fuel, insurance), with the exception of administrative operating
expenses covered by the vehicle management fee. The 2013 Long Bill split out a Fuel and
Automotive Supplies line item from the program Operating Expenses line item to identify
administrative operating expenses separately.

Leases vary between 72 and 120 months, with the exception of State Patrol vehicles that are 48-
month leases. Non-CSP vehicles are first evaluated for replacement at 100,000 miles, but the
average vehicle is replaced at 140,000 miles. State Patrol vehicles are first evaluated for
replacement at 80,000 miles, and are typically replaced at 110,000 miles.
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Summary: FY 2013-14 Appropriation & FY 2014-15 Request

Department of Personnel
Total General Cash Reappropriated Federal FTE
Funds Fund Funds Funds Funds
FY 2013-14 Appropriation
SB 13-230 (Long Bill) $172,942,077 $9,154,163 $12,354,837 $151,433,077 $0 393.4
Other Legislation 1,263,909 (22.189) 1,273,976 12,122 0 (0.8)
TOTAL $174,205,986 $9,131,974 $13,628,813 $151,445,199 $0 392.6
FY 2014-15 Requested Appropriation
FY 2013-14 Appropriation $174,205,986 9,131,974 $13,628,813 $151,445,199 $0 392.6
R1 Total Compensation Vendor 300,000 300,000 0 0 0 0.0
R2 Transparency Online Project
Modernization 142,235 142,235 0 0 0 0.0
R3 Central Collections Investment in
Customer Service 389,022 0 389,022 0 0 0.0
R4 Address Confidentiality Program
Resources 60,308 60,308 0 0 0 0.0
CP1 Annual Fleet Vehicle Request 587,159 0 587,159 0.0
CP2 Camp George West Utilities
Transfer (330,643) 0 0 (330,643) 0 0.0
CP Risk Management Programs Base
Adjustments 857,304 0 0 857,304 0 0.0
CP Capitol Complex Base Adjustments 265,924 0 0 265,924 0 0.0
Non-prioritized requested changes 173,010 45,569 23,097 104,344 0 0.0
NP - Additional Vehicle Requests 78,845 0 0 78,845 0 0.0
Centrally appropriated line items 534,887 197,744 203,130 134,013 0 0.0
Indirect cost assessment adjustments 244,479 0 262,038 (17,559) 0 0.0
Annualize prior year funding (1,241,476) (161,526) (1,198,285) 118,335 0 6.5)
Statewide IT common policy
adjustments (548,455) (314,722) (39,732) (194,001) 0 0.0
Fund source adjustments 0 (856,785) 4,141 852,644 0 0.0
TOTAL $175,718,585 $8,544,797 $13,272,224 $153,901,564 $0 386.1
Increase/(Decr ease) $1,512,599 ($587,177) ($356,589) $2,456,365 $0 (6.5)
Percentage Change 0.9% (6.4%) (2.6%) 1.6% 0.0% (1.7%)
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Description of Requested Changes

R1: Total Compensation Vendor: The request includes a $300,000 increase in General Fund
to contract with a consultant to conduct a custom compensation market study and benefit market
analysis report on a biennial basis, to fulfill a statutory responsibility that is currently performed
by Division of Human Resources, State Agency Services, Compensation Unit staff.

R2: Transparency Online Project Modernization: The request includes a $142,235 increase
in General Fund in FY 2014-15 to support the implementation of an updated Transparency
Online Project (TOP) system and $5,000 General Fund for ongoing licensing costs beginning in
FY 2015-16. The FY 2014-15 request includes $100,000 to implement the new TOP system and
$42,235 for personal services and operating expenses for a temporary position equivalent to 0.5
FTE to support implementation.

R3: Central Coallections Investment in Customer Service: The request includes a $389,022
increase in cash fund spending authority for FY 2013-14 for the Central Collections Services unit
to handle increased collections work volume. The FY 2013-14 request includes $192,306 cash
funds for personal services and operating expenses for the equivalent of 3.6 FTE in temporary
staff for FY 2013-14 only and $196,716 cash funds for non-staff-related operating expenses.
The request annualizes to $196,716 in out years for ongoing operating expenses related to
increased collections volume.

R4: Address Confidentiality Program Resources: The request includes a $60,308 increase in
General Fund for personal services and operating expenses for the equivalent of 1.4 FTE in
temporary staff for FY 2014-15.

CP1: Annual Fleet Vehicle Request: The request includes a $587,159 increase in
reappropriated funds for the vehicle replacement lease/purchase line item and increases
appropriations to state agencies vehicle lease payments line items by $2,271,687 in FY 2014-15
for the replacement of 777 vehicles, which includes 295 compressed natural gas vehicles.

CP2: Camp George West Utilities Transfer: The request includes a $330,643 decrease in
reappropriated funds for the Capitol Complex utilities line item in FY 2014-15 and ongoing. The
request includes the replacement of utilities paid for by state agencies at Camp George West
through the Capitol Complex Leased Space line item with direct billing to those agencies from
Xcel Energy. Utilities will be paid for by state agencies operating expenses or utilities line
items, resulting in a cost-neutral solution and eliminating the current double-count in the budget
for these payments.

CP Risk Management Program Base Adjustments. The request includes an $857,304
increase in reappropriated funds spending authority for risk management program base

adjustments.

CP Capitol Complex Base Adjustments. The request includes a $265,924 increase in
reappropriated funds spending authority for Capitol Complex base adjustments.
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Non-prioritized requested changes. The request includes the Department's share of annual
fleet vehicle replacement adjustments, and the following changes from the Office of Information
Technology: secure Colorado phase II, eliminate redundant applications, Capitol Complex
network resiliency, IT service management ecosystem, and DTRS operations increase.

NP Additional Vehicle Requests. The request includes a $78,845 increase in reappropriated
funds spending authority for the Vehicle Replacement Lease, Purchase, or Lease/Purchase line
item for new vehicle-related requests from the Department of Corrections, the Department of
Natural Resources, and the Department of Regulatory Agencies.

Centrally appropriated line items. The request includes adjustments to centrally appropriated
line items for the following: state contributions for health, life, and dental benefits; merit pay;
salary survey; short-term disability; supplemental state contributions to the Public Employees'
Retirement Association (PERA) pension fund; shift differential; workers' compensation;
administrative law judges; payment to risk management and property funds; and leased space
and Capitol complex leased space.

Indirect Cost Assessment Adjustments: The request includes a $244,479 increase in total
funds that reflects adjustments to indirect cost assessment lines as a result of the Statewide
Indirect Cost Plan.

Annualize prior year funding: The request includes adjustments related to prior year
legislation and budget actions.

Statewide IT common policy adjustments. The request includes adjustments to line items
appropriated for: purchase of services from the computer center; Colorado state network;
management and administration of the Governor's Office of Information Technology (OIT);
communications services payments; information technology security, and COFRS
modernization.

Fund source adjustment: The request includes an increase in cash and reappropriated funds

offset by a decrease in General Fund related to funding from statewide indirect cost recoveries
received from other agencies.
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| ssue: JBC Use of the Department's Proper Legal Name

The constitutional and statutory name for the Department is the Department of Personnel, despite
the Department's commonly used name, the Department of Personnel and Administration, which
has also been used in appropriations bills since the 2003 Long Bill.

SUMMARY:

e Statute identifies the proper name of the Department as the Department of Personnel in
Section 24-1-128, C.R.S., consistent with subsection (4) of section 14 of Article XII of the
Colorado Constitution.

e The Department refers to itself as and is commonly referred to as the Department of
Personnel and Administration or DPA. Since 2003, the Department has been identified as
the Department of Personnel and Administration in the Long Bill and in supplementals
affecting fiscal years beginning with the 2003 Long Bill.

e House Bill 04-1373, Concerning modifications to the " State Personnel System Act", changed
the Department's name to the Department of Personnel and Administration. However the
name change was effective only upon approval of matching changes to the Constitution
contained in H.C.R. 04-1005, which was not approved by the voters in the 2004 election.

e Section 2-5-103 (1) (c), C.R.S., requires the Revisor of Statutes in the Office of Legislative
Legal Services to correct inaccurate references to the titles of officers, departments, or other
agencies of the state and to other statutes, and make such other name changes as are
necessary to be consistent with the law currently in effect. The annual Revisor's Bill
historically has included amendments to strike "and Administration" from references to the
Department when erroneously included in statute.

e Although appropriations bills are not statute, they are Colorado law.

RECOMMENDATION:

Staff recommends that the Committee expressly affirm the use of the Department's proper
statutory and constitutional name, the Department of Personnel, rather than the commonly used
Department of Personnel and Administration, for the Long Bill and supplemental appropriations
bills as these documents are Colorado law. Additionally, for the purpose of ensuring consistency
regarding this issue, staff recommends that the Committee also expressly affirm the use of the
Department's proper statutory and constitutional name for related documents prepared by JBC
staff.
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DISCUSSION:

Statute identifies the proper name of the Department as the Department of Personnel in Section
24-1-128, C.R.S., consistent with subsection (4) of section 14 of Article XII of the Colorado
Constitution. Article 50.3 of Title 24, C.R.S., added in H.B. 95-1362 (Concerning the merger of
the department of administration into the department of personnel), abolished the Department of
Administration and transferred the duties, functions, and divisions of the Department to the
Department of Personnel.

House Bill 04-1373, Concerning modifications to the " State Personnel System Act”, attempted to
change the Department's name to the Department of Personnel and Administration. However the
name change was effective only upon approval of matching changes to the Constitution
contained in H.C.R. 04-1005, which was not approved by the voters in the 2004 election.
Nevertheless, the Department has referred and continues to refer to itself as, and therefore has
commonly come to be referred as, the Department of Personnel and Administration or DPA.

Since 2003, the Department has been identified as the Department of Personnel and
Administration in the Long Bill and in supplementals affecting fiscal years beginning with the
2003 Long Bill (eg. the 2004 supplemental appropriation for the Department includes a 2003
supplemental appropriation to the Department of Personnel and Administration as well as a 2002
supplemental appropriation to the Department of Personnel).

It is staff's understanding that the 2003 Long Bill change to the Department of Personnel and
Administration, while premature, may have been made in anticipation of the legislation pursued
in 2004. The failure of the referred constitutional provision to be approved by the voters in the
2004 election should have entailed a return to the use of the Department's proper name in the
Long Bill in 2005. However after two years in appropriations bills, and the Department's
ongoing use of its preferred name in both official and informal communications, the
Department's preferred name became the default name used in appropriations bills and by JBC
staff generally in other documents.

Section 2-5-103 (1) (¢), C.R.S., requires the Revisor of Statutes to correct inaccurate references
to the titles of officers, departments, or other agencies of the state and to other statutes, and
make such other name changes as are necessary to be consistent with the law currently in effect.
Similarly, Section 24-50.3-106 (2), C.R.S., authorizes the Revisor to amend or delete provisions
to make the statutes consistent with the transfer from the Department of Administration to the
Department of Personnel. The 2013 Revisor's Bill, H.B. 13-1300, included amending references
to the Department's name by striking "and administration" in two locations in the statutes. The
appendix for the bill, which includes reasons for all non-substantive revisions included in the
bill, states:

Errors in the Senate Judiciary Committee Report amending the introduced

version of SB08-206 incorrectly reference the department of personnel, created in

section 24-1-128, as the department of personnel and administration.
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RELEVANCE OF BRIEFING ISSUE TO THE DEPARTMENT'S
PERFORMANCE PLAN:

This briefing issue does not address the Department of Personnel's performance plan. This
briefing issue addresses Committee policy regarding the use of the Department's proper statutory
and constitutional name by JBC staff in appropriations laws and other documents.
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| ssue: Legislative Digital Policy Advisory Committee Update

House Bill 13-1182 created the Legislative Digital Policy Advisory Committee (LDPAC) for the
purpose of defining a plan for digitizing deteriorating legislative audio records housed at the
State Archives. Additionally, the LDPAC was charged with considering the transition of the
State's ongoing legal records — statutes, session laws, and administrative law — within the context
and requirements of the Uniform Electronic Legal Materials Act (UELMA).

SUMMARY:

e The Department of Personnel's FY 2013-14 request item R4, Preservation of Historical
Records at the Colorado State Archives, included the request for an additional $300,000
General Fund, ongoing, for operating expenses to fund preservation services. The
Department's request was framed within the context of the need to digitize deteriorating
legislative audio records but lacked a well-defined plan, timeline, or benchmark goals for
such and the overarching project goal was loosely stated as funding for preservation services.

e Staff recommended and the Committee approved the Department's request for funding a
Preservation Archivist to manage the migration, preservation, conservation, and collection
integrity planning for the Colorado State Archives in the interest of better managing the
immediate concern of deteriorating legislative audio records and for providing ongoing
digital records policy planning.

e Staff recommended and the Committee approved the creation of the LDPAC — a library,
records, and data storage and access professionals workgroup from across government
branches — to better define and plan for the immediate need to digitize the deteriorating
legislative audio records and to consider other State legal records that fall within the scope of
UELMA in order to define a more consistent and coordinated approach to the State's digital
records access and storage policies.

e The LDPAC submitted its report to the JBC and the Committee on Legal Services on
November 1, recommending a five-year plan funded by General Fund, with defined
standards for audio record digitization, and a request to continue the LDPAC beyond January
1, 2014, for the purpose of guiding that digitization process, continuing the process of
addressing uniform digital records policies for all branches of government within the current
institutional framework for records creation, storage, and access, and to continue the process
of addressing the evolution toward the provision of legal records within UELMA.

RECOMMENDATION:

Staff recommends that the Committee accept the recommendations from the LDPAC for
addressing the immediate funding needs for digitizing audio records at the State Archives
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through a five-year plan funded by General Fund and for continuing the LDPAC beyond January
1,2014.

Staff recommends that the Committee:
e Consider funding an additional $300,000 General Fund in operating expenses the first
year through a supplemental appropriation for the current fiscal year.
e At figure setting, fund an ongoing amount of $300,000 General Fund for FY 2014-15
with an annualization of this funding for three additional years.
e Pursue legislation to continue the LDPAC for at least a two-year period to include reports
to the Committee annually on October 1.

DISCUSSION:

Thel egislative Digital Policy Advisory Committee and H.B. 13-1182

The Legislative Digital Policy Advisory Committee (LDPAC) was created in H.B. 13-1182
primarily for the purpose of defining standards, a timeline, and funding options for digitizing
deteriorating legislative audio records and secondarily for the purpose of considering the State's
digital records policy within the Uniform Electronic Legal Materials Act (UELMA) created by
H.B. 12-1209.

The LDPAC was proposed for the purpose of better addressing the Department's R4 request for
additional resources for State Archives. Staff recommended and the Committee funded the
portion of the request for a Preservation Archivist to manage the migration, preservation,
conservation, and collection integrity planning for the Colorado State Archives. The Department
also requested an additional $300,000 General Fund in operating expenses for preservation
services. The Department's request was framed within the need to digitize deteriorating
legislative audio records, but the Department's goal or outcome was less defined in scope and
timing.

The LDPAC submitted its report to the Committee as well as to the Committee on Legal
Services on November 1%, and is attached as appendix I. The statutory LDPAC members
included the State Archivist, the Supreme Court Librarian, the State Librarian, the Director of the
Office of Legislative Legal Services, and designees from Legislative Council, the Senate, and
House of Representatives. There was additional participation from representatives from the
Secretary of State's office and the Department of Personnel. The LDPAC met 12 times from
June through October.

The LDPAC provided recommendations for digital file formats and for the order of digitizing
existing audio record types that defines a short-term period of 9-12 months and a long-term
period of five years or less for the completion of this project. The LDPAC was charged with
identifying potential vendors and project cost but was not able to do this within the five to six
months provided. The LDPAC did provide recommended steps for project completion and in its
organization provides a structure for overseeing ongoing RFI/RFP processes. The LDPAC
recommends a five-year period of General Fund appropriations for the completion of the
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digitization project and includes the concept of transitioning funding to cash-funding
mechanisms beyond that.

The LDPAC was also charged with considering the completion of the digitization project within
the larger context of requirements related to UELMA for the secondary purpose of providing
guidance on policies related to the implementation of UELMA for statutes, session laws, and
administrative law for the State. The LDPAC was successfully able to consider the environment
for standards defined within UELMA in providing file standards and migration processes for the
audio records. However, the LDPAC was not able to arrive at a more thorough consideration of
policies and planning for UELMA within the five to six months provided.

Because of the work remaining, related to the statutory charge for the workgroup, and the
success and effectiveness of the workgroup in addressing the digitization of audio records and
the future of digital records for the State, the LDPAC is recommending continuation of its
workgroup. The statute creating the LDPAC is scheduled to repeal on January 1, 2014.

Conclusion

The LDPAC adopted recommendations for information technology media standards for the
migration, storage, and archiving of audio records. While the LDPAC did not provide a more
detailed timeline or cost plan for the digitization of legislative audio records, the attention
applied to this issue from a broad group of professionals across government branches,
professionally involved in and best positioned to understand the issues, provides a comfort level
and confidence in funding this project that was not present a year ago at the time of the
Department's request. Additionally, since last year, changes made at the Department of
Personnel regarding oversight of the State Archives at the executive management level similarly
provide comfort and confidence in making a recommendation to fund this project at this time.

The LDPAC provided a loosely defined, five-year process for digitizing audio records through
an increased appropriation of General Fund for that purpose, with the goal of transitioning to
other forms of funding ongoing needs for the project outside of General Fund beyond that five-
year period. At this point, staff cannot more definitively comment on the workgroup's funding
transition concept, but expects to work with representatives from the LDPAC and from State
Archives and the Department in making recommendations as necessary to the Committee for the
purpose of effecting such a transition or for providing ongoing funding or pursuing other funding
methods.

Staff recommends continuing the LDPAC, allowing it to function as the digital records
management policy experts. Some staff involvement, formally outside of the LDPAC, can help
the workgroup by defining more appropriate or effective funding structures or mechanisms to
achieve those ends. While providing input regarding funding options, opportunities, possibilities
and limits might assist the LDPAC on an ongoing and direct manner, in the interest of remaining
independent of the LDPAC regarding funding needs and recommendations to the Committee, it
is best that staff remain formally outside of the workgroup.

The charge to the LDPAC to also consider mid- to long-term planning for digital records within
UELMA within a single legislative interim was a much larger request. While the LDPAC did
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not come to a conclusion that would allow them to make a recommendation related to this charge
at this time, the more important aspect was that those mid- and long-term policies as related to
UELMA be considered when arriving at specific recommendations for the immediate need for
the digitization of legislative audio records. It appears that the LDPAC functioned successfully
as a policy workgroup and ongoing policies related to digital records and UELMA should
continue to be addressed through the structure of this workgroup. Additionally, continuing the
workgroup provides ongoing oversight of the digitization of legislative audio records at the State
Archives.

The LDPAC recommends funding the digitization of audio records project through a General
Fund appropriation for the five-year period, but did not define a dollar amount. The Department
requested an additional $300,000 per year, ongoing. The only estimate available to base a total
project cost is a few years old and identifies a total estimated cost of $2.5 million. Staff
recommends that the Committee begin by funding this project at $300,000 per year for a
five-year period. Additionally, staff recommends that the Committee consider beginning
funding with a supplemental appropriation for the current fiscal year in order to allow
State Archivesto begin the digitization project immediately.

The advantage to maintaining the LDPAC as an ongoing workgroup is in its multi-branch
composition of records creation, storage, and access professionals required to address current and
future needs for State digital records management. Currently, responsibility for digital records
management rests among a spectrum of state agencies in all branches. It is reasonable and
preferable that consistent and considered solutions for addressing information technology and
records management processes are best shared and identified through such a collaboration in the
interest of efficiency and budget impact.

Staff recommends that the Committee pursue legisation to continue the LDPAC for at
least a two-year period, to include reports to the Committee on October 1 of each year.
Staff recommends that the LDPAC should be comprised of, additionally, representatives from
the Secretary of State's office and from the Executive Director's Office of the Department of
Personnel, the Revisor of Statutes from the Office of Legislative Legal Service, the Legislative
Council Librarian, and a representative from the information technology section of Legislative
Council. Also, staff recommends that the workgroup's tasks and responsibilities be amended to
address monitoring and oversight of the digitization of audio records project at the State
Archives and ongoing recommendations for addressing UELMA.

RELEVANCE OF BRIEFING ISSUE TO THE DEPARTMENT'S
PERFORMANCE PLAN:

This briefing issue addresses the Department of Personnel's performance plan in its goal to
Modernize DPA Systems. Specifically, this issue addresses the Department's outcome goal for
July 1, 2014, to Assess and Develop Srategy for the Digitization of Legislative Audio
Recordings.
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| ssue: Statewide Indirect Cost Plan for Figure Setting and
JBC Indirects Policy Update

This issue brief presents the Statewide Indirect Cost Plan prepared by the State Controller's
Office for FY 2014-15 and provides an update on JBC (committee and staff) policy items related
to the budget treatment of indirect costs by state agencies, including the Indirect Costs Excess
Recovery Fund created in S.B. 13-109.

SUMMARY:

e The State Controller's Office has prepared a statewide indirect cost plan for FY 2014-15 that
is estimated to recover approximately $17.2 million from cash, reappropriated, and federal
funds.

e Senate Bill 13-109 (State Agency Indirect Cost Recovery) created the Indirect Costs Excess
Recovery Fund with departmental accounts whereby excess recoveries in one year can be
used in future years to make up for an under-recovery, rather than reverting to the General
Fund in the year of excess recovery.

e The State Controller's Office first report for the fund as of the end of FY 2012-13 identified
$1.8 million in excess recoveries from six departments.

RECOMMENDATION:

1. Statewide Indirects:

a) Staff recommends that the Committee approve the Statewide Indirect Cost Plan
prepared by the State Controller's Office for FY 2014-15 for use in figure setting for
FY 2014-15 department budgets. The plan is estimated to recover approximately $17.2
million from cash funds, reappropriated funds, and federal funds.

b) Staff recommends that the Committee modify the policy for the use of statewide
indirect cost recoveries from all departments, except for the Judicial and Legislative
Departments. Statewide indirect cost recoveries should be paid to the Governor's
Office for offsetting General Fund in that office, rather than offsetting General Fund
within departments. The Judicial and Legislative Departments should continue to offset
General Fund from statewide indirect cost recoveries within their department budgets.

2. Departmental Indirects and Figure-setting Appendix: Staff recommends that the
Committee continue the policy that requires figure-setting documents to include an
appendix that outlines or explains:

a) the methodology for calculating departmental indirects;

b) indirect cost assessments at the program or division level,
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c) the use of departmental indirect cost recoveries to offset General Fund in the Executive
Director's Office or other central administration division; and

d) the reason for any variance from the collection of statewide indirects as provided in the
Statewide Indirect Cost Plan.

3. Long Bill: Staff recommends that the Committee continue the policy that requires the
standard appear ance of indirect costsin the FY 2014-15 L ong Bill that includes:
a) indirect cost assessment line items for each program or division from which indirect costs
are to be recovered;
b) reappropriated fund letter notes specifying the amount of departmental indirect cost
recoveries that offset General Fund in central administration divisions; and
c) a standardized letter note reference providing potential access to funds from the Indirect
Costs Excess Recovery Fund pursuant to S.B. 13-109 and created in Section 24-75-1401
(2), C.R.S., for all departments.

Consistent with the treatment of statewide indirect cost recoveries included in recommendation
number 1, the Judicial and Legislative Departments should continue to identify the use of
statewide indirect cost recoveries and departmental indirect cost recoveries in letter notes. The
Office of the Governor should similarly identify the amount used from its own statewide indirect
cost recoveries as well as the amount used from each department's statewide indirect cost
recoveries in letter notes.

Staff also requests that the Committee grant permission to all staff analysts to make adjustments
as necessary to amounts and fund splits at the end of figure setting.

DISCUSSION:

Statewide Indirect Cost Plan

While some centrally-provided services are billed directly, the purpose of the Statewide Indirect
Cost Plan (formally labeled the 2015 Statewide Indirect Cost Appropriation/Cash Fees Plan by
the Office of the State Controller and the Office of State Planning and Budgeting) is to allocate
the unbilled costs of statewide central service agencies to user departments and institutions of
higher education that benefit from these services.  Such services benefit all state agencies but
are otherwise impractical to bill for discretely or directly, and the indirect cost recoveries ensure
that the General Fund does not support the provision of these services for cash- and federal-
funded programs.

e Historically, statewide indirect costs have been associated with the functions of three
departments: (1) the Governor's Office, including the Office of State Planning and
Budgeting (OSPB); (2) the Department of Personnel; and (3) the Department of Treasury.

e The State Controller's Office submits the statewide indirect cost plan to the federal

Division of Cost Allocation for approval. The federal government must agree to the use
of federal funds for these purposes.
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Statewide indirect cost assessments are identified by department and fund source.
Generally, although not consistently across departments, expected recoveries have been
budgeted to offset a corresponding amount of General Fund in the respective department
during the figure-setting process.

Certain departments such as the Departments of State and Transportation do not have
General Fund or in the case of the Department of Labor have less General Fund than
statewide indirect cost recoveries, in which case their excess statewide indirect
recoveries, historically, have been transferred to offset General Fund in the Department
of Personnel and the Office of the Governor.

The statewide indirect cost plan for FY 2014-15 from the State Controller's Office is
estimated to recover approximately $17.2 million from cash funds, reappropriated funds,

and federal funds. The plan includes $0.9 million more than it did for FY 2013-14,
representing an increase of 5.7 percent.

The following tables summarize the proposed statewide indirect cost recoveries for FY 2014-15.
The first table compares the FY 2014-15 amounts to the current fiscal year and the second table
outlines the amount and fund source by department.

16-Dec-13

FY 2014-15 Statewide Indirect Cost Plan Annual Change
Per cent
FY 2013-14  FY 2014-15 Change Change

Cash Funds $7,252,022 $8,192,012 $939,990 13.0%

Reappropriated Funds 5,711,179 6,268,143 556,964 9.8%

Federal Funds 3,358,330 2,785,077 (573,253) -17.1%

Total $16,321,531 $17,245,232 $923,701 5.7%

FY 2014-15 Statewide Indirect Cost Plan
Cash  Reapprop. Federal
Department Funds Funds Funds Total
Agriculture $140,100 $5,164 $11,178 $156,442
Corrections 51,404 30,791 6,016 88,211
Education 194,596 97,178 201,997 493,771
Governor 83,319 0 149,834 233,153
Governor - OIT 0 350,223 0 350,223
Health Care Policy and Financing 122,479 21,941 519,069 663,489
Higher Education 704,500 1,665,743 191,742 2,561,985
Human Services 279,282 29,551 261,551 570,384
Judicial 141,927 2,793 3,966 148,686
Labor and Employment 374,154 0 400,970 775,124
Law 86,875 202,050 45,365 334,290
Legislature 2,541 71,916 0 74,457
21
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FY 2014-15 Statewide I ndirect Cost Plan
Cash  Reapprop. Federal
Department Funds Funds Funds Total
Local Affairs 66,329 113,112 163,463 342,904
Military and Veterans Affairs 1,567 55 122,897 124,519
Natural Resources 1,214,668 62,757 225,856 1,503,281
Personnel 265,663 3,486,110 0 3,751,773
Public Health and Environment 321,906 10,635 386,402 718,943
Public Safety 1,209,435 51,056 80,976 1,341,467
Regulatory Agencies 344,834 4,329 8,075 357,238
Revenue 674,375 2,013 5,659 682,047
State 128,921 0 62 128,983
Transportation 1,783,137 60,725 0 1,843,862
TOTAL $8,192,012 $6,268,142 $2,785,078 $17,245,232

| ndirect Costs Excess Recovery Fund

The 2012 Interim Workgroup on Indirect Costs, consisting of JBC staff, OSPB staff, State
Controller's Office staff, and state agency budget staff, identified an issue related to the
collection of indirect costs that could lead to a multi-year over-collection and under-collection
cycle for federal funded programs. Further contributing to potential multi-year disjunctions in
the indirect cost recovery process, the Statewide Indirect Cost Plan prepared by the State
Controller's Office is built on a three-fiscal year delay in order to allocate statewide indirect cost
assessments based on actual expenditures.

Senate Bill 13-109 created the Indirect Costs Excess Recovery Fund for the purpose of reducing
budget adjustments related to the over- and under-collection of indirect costs in a given fiscal
year. When a state agency collects excess indirect cost recoveries — over-collects — the funds are
transferred to the agency's account in the fund at the end of the fiscal year rather than reverting to
the General Fund. The excess funds accrued in an agency's account are available in future years
and are expected to alleviate the need for supplemental appropriations to adjust budgeted indirect
cost assessments among cash and federal funded programs, or to provide General Fund, in years
when the agency under-collects indirect cost recoveries.

Fiscal data related to General Fund reversions from excess recoveries that was provided by the
State Controller's Office late in the Committee's bill consideration process suggested that there
may or may not be a cyclical pattern to over- and under-collections. Nevertheless, staff
recommended proceeding with the bill as a solution to a potentially identified issue and as a way
to monitor over-collections in future years.

Additionally, due to the data provided by the State Controller's Office, and due to JBC staff
understanding of indirect costs from the budget perspective as it differs from the accounting
perspective, staff recommended and the Committee requested a performance audit through the
Legislative Audit Committee (LAC) of the indirect cost assessment and recovery process as state
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agencies are practicing them from budget through accounting. The Office of the State Auditor's
(OSA) recommendation to the LAC was to include a review of the indirect cost element as a part
of the statewide financial audit, which was approved by the LAC, rather than complete a
performance audit as requested. The OSA will address indirect cost recoveries using the
following steps in the Fiscal Year 2013 Statewide Financial Audit:

e Develop an audit questionnaire to collect information from a sample of state agencies on
their processes for recovering indirect costs and recording indirect cost recoveries in
COFRS, and identification of any changes to their processes for recovering indirect costs
after implementation of Senate Bill 13-109.

e Report on any identified differences in agency practices for recovering and recording
indirect costs. If significant differences are identified, an audit recommendation may be
made to the Office of the State Controller to take steps to make the process of indirect
cost recovery and reporting more consistent.

The Fiscal Year 2013 Statewide Financial Audit is expected to be released in February 2014.

Senate Bill 13-109 also required the State Controller to report on the excess recovery fund to the
Committee. The first report was submitted on October 29" for FY 2012-13. The report is
attached as Appendix H. The following table outlines the departments accruing a balance in the
fund as of June 30, 2013, and compares the excess recoveries to the total indirect cost recoveries
letter-noted in the 2012 Long Bill.

FY 2012-13 Indirect Costs Excess Recovery Fund Comparison with Long Bill

Indirect Costs FY 2012-13 Total Indirect Excess Recovery

Excess Statewide Cost Recoveries  Percentage of

Recovery Indirect Cost Letter-noted in Total Recoveries
Department Fund Balance  Assessment 2012 Long Bill in 2012 L ong Bill
Corrections $250,455 $578,650 $0 n/a
Education 806,338 409,189 2,735,859 29.5%
Local Affairs 313,493 244,947 1,870,705 16.8%
Natural Resources 109,677 1,301,170 6,961,000 1.6%
Public Safety 209,185 1,110,401 8,565,797 2.4%
Regulatory Agencies 75.821 304,520 3,664,889 2.1%
Indirect Costs Excess Recovery Total $1,764,969

The first column of data shows the accrued balance by department and total excess recoveries.
The second column is shown merely as a reference point to show each department's statewide
indirect cost assessment. The third column represents the total indirect cost recoveries that are
letter-noted in the budget. This column represents the expected or budgeted General Fund
offsets. The final column shows the percentage of over-collection as compared to the total
budgeted.

A higher percentage indicates that the budgeted amount of indirects may be lower than it should
be. It might also represent a one-year over-collection due to unexpected federal funds for which
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the fund was created. A better understanding of which might be the case can only be ascertained
over several years of monitoring the fund.

Specifically, the Department of Corrections budget in the 2012 Long Bill identifies no indirect
cost recoveries for the purpose of offsetting General Fund as a budget element. The Department
of Corrections is apparently collecting indirect costs through an off-budget process. However, it
is not possible to assess whether the Department of Corrections is applying indirect cost
recoveries for the purpose of offsetting General Fund since the budget does not delineate the
offset of General Fund with indirect cost recoveries.

The Departments of Education and Local Affairs appear to have collected substantially more in
indirect cost recoveries than is budgeted. Additional years of monitoring this fund should
provide a better understanding of whether there is a budget problem related to indirect cost
recoveries for these departments. The Departments of Natural Resources, Public Safety, and
Regulatory Agencies appear to have collected a modest amount — 1.6 to 2.4 percent — over
budgeted amounts, indicative of reasonable budget projections for indirects. Similarly, all other
departments not accruing a balance in the fund are assumed to have under-collected or collected
the budgeted amount, but the fund as a monitoring tool does not provide information on these
departments.

Conclusion

The attempt to provide a more uniform and transparent indirect costs assessment and recovery
process continues as a WOrk in progress. On that basis, staff recommends predominantly
continuing Committee policy regarding the treatment of indirect costs in figure setting and the
Long Bill as delineated in the staff recommendation section. As included in the recommendation
section, staff is recommending one critical change to existing Committee policy:

e Staff recommends that statewide indirect cost recoveries at the department level be
paid to the Office of the Governor (Office) for offsetting General Fund within the
Office, rather than offsetting General Fund within the departments central
administration divisions.

Staff recommends that the Committee exempt the Judicial and Legislative Departments from this
element given inherent separation of powers issues among the constitutional branches. The
Department of Treasury is not assessed for statewide indirect costs and the Department of State
has historically paid its statewide indirect cost assessment to the Department of Personnel and
would instead make its payment to the Office.

Based on this recommendation, statewide indirect cost recoveries for FY 2014-15 are estimated
to offset $17.0 million (all departments except Judicial and Legislative Departments) in General
Fund in the Office. The FY 2014-15 General Fund request for the Office totals $30.8 million.
The FY 2013-14 General Fund appropriation totaled $22.1 million after a $2.4 million offset
from indirect cost recoveries within the Office and as paid by the Department of Transportation.
The current request and appropriation amounts suggest that the total of statewide indirect cost
recoveries can be completely absorbed by the Office as a General Fund offset.
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This recommendation provides the following advantages to the Committee and the General
Assembly:

e The choice to use statewide indirect cost recoveries in the departments of origin or in the
Office of the Governor is a budget neutral decision.

e It places the responsibility for ensuring that executive branch agencies are recovering
statewide indirects, as established by the State Controller's Office, by OSPB, and by the
JBC, in the one place in the budget that can ensure recovery.

e It enhances transparency in simplifying the budget by concentrating the use of statewide
indirect cost recoveries in one department.

e [t enhances transparency and understanding in the budget by more straightforwardly
General Funding executive branch departments central administration divisions, limiting
the sleight of hand that might be used to argue for increased base funding or funding
policy changes through reappropriated funds that are otherwise General Fund decisions.

e It eliminates the potential disjunction experienced in past years in assigning other
departments' indirect cost recoveries for funding either the Office of the Governor or the
Department of Personnel.

RELEVANCE OF BRIEFING ISSUE TO THE DEPARTMENT'S
PERFORMANCE PLAN:

This briefing issue does not address the Department of Personnel's performance plan. This
briefing issue discusses the Statewide Indirect Cost Plan for FY 2014-15, prepared by the State
Controller's Office, and its adoption for FY 2014-15 state department figure setting and JBC
policies related to the budget treatment of indirect costs.
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|ssue: CP-1 Annual Fleet Vehicle Request

The Department of Personnel requests replacement of 777 vehicles, including 295 compressed
natural gas (CNG) vehicles in FY 2014-15. The first year of lease payments for financing along
with adjustments for prior years' financing agreements will increase appropriations for state
agencies' vehicle lease payments line items by $2.3 million in total funds and increase the
Department's vehicle replacement lease/purchase line item by $587,000 reappropriated funds in
FY 2014-15.

SUMMARY:

e The Fleet Management Program (Fleet) recommends replacement of 777 vehicles, including
295 CNG vehicles. The FY 2014-15 total request includes state agency requests for an
additional 18 vehicles for a total request of 795 new vehicles and a fleet of 5,950 total
vehicles for FY 2014-15.

e The FY 2014-15 request represents the replacement of 13.1 percent of the 5,932 fleet
vehicles total in FY 2013-14, generating an average vehicle lifecycle of replacement equal to
about 7 years and 7 months. The FY 2013-14 budget included the replacement of 635
vehicles, representing replacement of 10.7 percent of the 5,912 vehicles in FY 2012-13,
generating an average lifecycle of replacement equal to about 9 years and 4 months.

e The request includes 196 vehicle replacements for the Colorado State Patrol (CSP), which
are considered for replacement at 80,000 miles and four years old, or greater than 40,000
miles for motorcycles. The FY 2013-14 budget included the replacement of 139 CSP
vehicles.

e The non-CSP vehicles recommended for replacement average 148,349 miles. Vehicles are
considered for replacement if projected to have greater than 100,000 miles in the replacement
year, or are 16 years old or older.

RECOMMENDATION:

Staff recommendsthat the Committee:

e Continue existing policies and processes related to figure setting for vehicle
replacements and additions.

e Continue the practice established last year to address the Department's annual
supplemental mid-year true-up related to department vehicle lease payments line
items and the Department's vehicle replacement lease/purchase line item at figure
setting for the next fiscal year rather than in a supplemental for the current fiscal
year.
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DISCUSSION:

When considering fleet vehicles, staff recommends the following steps or methodology for best
understanding the issues related to vehicle replacement:

Stepsin the Budget Process

Fleet Management Program
1. Based on mileage generally and knowledge specifically regarding the maintenance costs
of particular vehicles, the Fleet Management Program (Fleet) prepares a recommended
list of replacement vehicles.

2. Based on the recommended list of replacement vehicles, additional vehicles requested,
and adjustments for payments for prior year financing agreements, the Department
prepares the appropriations request for department vehicle lease payments line items and
the Department's vehicle replacement lease/purchase line item in Fleet.

JBC
3. The Fleet/Department of Personnel analyst prepares a list of recommended replacements
for each department and includes questions and points for department analysts to ask or
consider when recommending the list of replacement vehicles in department figure
setting.

4. Each department analyst makes recommendations to the Committee for vehicle
replacements and for requests for additional vehicles for the analyst's department.

5. The Fleet/Department of Personnel analyst compiles the list of Committee approved
replacements and additional vehicles and prepares final appropriation amounts for
department vehicle lease payments line items and for the Department of Personnel's
vehicle replacement lease/purchase line item in Fleet, for inclusion in the Long Bill.

Staff recommendsthat the Committee continue this processfor figure-setting.

Supplemental Mid-year True-up

Historically, the Department has submitted an annual, supplemental, mid-year true-up for
department vehicle lease payments line items and the Department's vehicle replacement
lease/purchase line item in Fleet. The Department's reason for this is to make adjustments to
department vehicle lease payments line items based on the actual purchase schedule for vehicles
midway through the year. In other words, the Department prepares its budget based on the total
number of vehicles in the replacement request, but does not know when particular vehicles will
be delivered. It estimates all vehicles on a formula that provides that all non-CSP vehicles will
be delivered approximately eight months into the year on average and will therefore experience
four months of lease payments on average in the first year. Similarly, CSP vehicles will be
delivered approximately six months into the year on average and will therefore experience six
months of lease payments on average in the first year.
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Last year, for the 2013 supplemental for FY 2012-13, the Department submitted its supplemental
true-up request with its annual fleet replacement request as a budget amendment only days
before the annual supplemental request was presented to the Committee. Staff prepared a memo
for the Committee due to the inability to include and address the request within the supplemental
document. Due to the lateness of the supplemental request, staff recommended that the
Committee not address the adjustments included in the supplemental request at that time, and
instead consider those adjustments within figure setting recommendations for FY 2013-14. The
Committee approved that process and adjustments were included in the FY 2013-14 budget to
true-up vehicle lease payments line items from FY 2012-13.

Staff expects that the Department will again submit a supplemental true-up for the current fiscal
year. However, staff recommends that the Committee continue the policy that was
established last year and not address the fleet true-up at supplemental time, and rather
incor por ate the true-up into the FY 2014-15 budget.

Staff's recommendation is based on the belief that the supplemental true-up is generally
unnecessary. Mid-year supplemental appropriation requests primarily regard the need to
increase spending authority. On this basis, there are two things that should matter to the
Department and to Fleet:

1. Does the vehicle replacement lease/purchase line item have enough spending authority to
accommodate payments through that line?

2. Do the departments contribute enough revenue, in total, to the Fleet program, to cover the
Fleet program's expenses that are paid from the departments' vehicle lease payment line
items?

If the answer is yes to both of those questions, then there is no need for a mid-year true-up. And
as a part of the annual budget process, individual department adjustments — increases or
decreases — can more efficiently and just as accurately be made on an annual basis. Specifically,
considering number 1: if the Department needs additional spending authority in the vehicle
replacement lease/purchase line item, then that item in itself is a reasonable supplemental
appropriation request in and of itself, and does not involve a request that includes every
department.

The 2012 supplemental request for FY 2011-12 included a decrease of $929,000 to the
Department's vehicle replacement lease/purchase line item and a net decrease of $928,000 to
department vehicle lease payments line items. The 2013 supplemental request for FY 2012-13
included the request for a decrease of $420,000 to the Department's vehicle replacement
lease/purchase line item and a net decrease of $1.7 million to department vehicle lease payments
line items.

While individual departments may experience projected increases to their vehicle lease payments

line items by mid-year, the general pattern is that the mid-year, supplemental true-up
predominantly decreases appropriations. If those departments that experience such a projected
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increase are able to be adjusted in the next year's budget without adversely affecting the needed
revenue or cash flow for Fleet, then the mid-year true-up is more of an exercise in accounting
than budgeting.

Additionally, the answer to question number 2 above is always yes, if revenue is considered over
at least a two-year period. A lower-than-necessary payment in one year, is adjusted upward by
the amount necessary in the next. If all or most departments are experiencing a need to increase
spending authority in a given year, then a mid-year true-up might be justified and necessary.
Based on recent history, this is not the case. Based on the experience of last year, it does not
appear to have disrupted Fleet's ability to fund its operations in the current fiscal year.

Vehicle Replacement Budget Management Key Metrics and Indicators

There is a lot of data available with which to consider the Fleet Program and the purchase of
replacement vehicles. Staff recommends thinking about vehicle replacement in the following
ways to effectively manage vehicle replacement appropriations and monitor expenditures:

1. Fleet vehicle replacement should be considered as a percentage of the total fleet for the
purpose of establishing a schedule over a number of years that replaces vehicles on a
reasonable lifecycle. Contributing to this consideration, is Fleet's capacity to process vehicle
replacements. Staff's understanding is that currently Fleet has the capacity to process 600-800
vehicles per year, with 800 being an absolute stretch for its current resources and operations
space. The following table illustrates vehicle replacement lifecycle indicators since FY 2008-09,
including average age in years based on the percentage of vehicles replaced in a given year and
average lifetime miles per vehicle based on Fleet's stated average of 13,000 miles per year per
vehicle.

Fleet Management Program - Vehicle Replacement Lifecycle Analysis
FY 08-09 FY 09-10 FY 10-11 FY 11-12 FY 12-13 FY 13-14 FY 14-15
Actual Actual Actual Actual Actual Approp. Request
Total Vehicles in Fleet 5,800 5,817 5,903 5,912 5,912 5,932 5,950
Growth in Fleet Vehicles n/a 0.3% 1.5% 0.2% 0.0% 0.3% 0.3%
Replacement Vehicles Requested 955 693 178 318 600 716 777
Replacement Vehicles Approved 900 624 175 287 585 635 n/a
Percentage Approved of Requested 94.2% 90.0% 98.3% 90.3% 97.5% 88.7% n/a
Percentage of Total Fleet Replaced 15.5% 10.7% 3.0% 4.9% 9.9% 10.7% 13.1%
Aver age Replacement Lifecycle (years) 6.44 9.32 33.73 20.60 10.11 9.34 7.66
Average Annual Miles per Vehicle 13,000 13,000 13,000 13,000 13,000 13,000 13,000
Projected Lifetime Miles per Vehicle 83,778 121,188 438,509 267,791 131,378 121,443 99,550
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2. Thefirst year of vehicle lease payments will be lower than ongoing years for a given
year's lease-pur chase financing agreement. It should be understood that when Fleet initiates a
financing agreement in a given year, future years' payments required will have the effect of
increasing the vehicle replacement lease/purchase payments line item without engaging in any
additional vehicle purchases. This functions as an implied 'annualization' but is formally
incorporated through the fleet replacement request using annual incremental corrections rather

than through a fixed annualization schedule.

Fleet Management Program - L ease/Purchase Line Item Appropriation Analysis
L ease Payments Due by COP/Trust Year FY 11-12 FY 12-13 FY 13-14 FY 14-15 FY 15-16
COP 2005 $1,300,397 $450,657 $0 $0 $0
COP 2006 2,450,567 1,741,300 1,739,608 871,450 0
TRUST 2007 1,955,219 1,570,216 1,480,475 1,314,303 35,513
TRUST 2008 2,453,089 1,723,308 1,381,072 1,247,015 1,133,911
TRUST 2009 3,088,876 3,049,756 2,424,479 1,997,887 1,791,790
TRUST 2010 2,205,651 2,198,682 2,127,228 1,395,128 1,231,286
TRUST 2011 1,387,213 1,679,511 1,516,489 1,467,205 578,287
TRUST 2012 521,380 1,748,501 2,155,993 2,155,993 2,146,370
TRUST 2013 0 879,414 2,859,768 3,194,386 3,194,386
TRUST 2014 0 0 816,542 3,904,570 3,904,570
TRUST 2015 0 0 0 959,599 4,774,792
Total Lease Payments Due 15,362,392 15,041,345 16,501,654 18,507,536 18,791,405
Unforeseen @1.5% (Accidents, denied repairs, etc.) 230.436 225.620 247,525 277,613 281,871
Lease/Purchase Payment Spending Authority Needed $15,592,828  $15,266,965 $16,749,179  $18,785,149 $19,073,276
Long Bill Appropriation 16,521,437 15,686,775 18,014,816 n/a n/a
Supplemental Mid-year True-up Appropriation $15,592,829 n/a n/a n/a n/a
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3. Nevertheless, when all payments are totaled for all years' financing agreements, the average
lease/purchase cost per vehicle can be discerned and should betracked and understood as a
trend, rather than considering cost data at a point in time for a particular year. Stay focused on
the change in per-vehicle lease-purchase cost over years, rather than on a single year's lease-
purchase amount.

Fleet Management Program - Vehicle L ease/Pur chase Expendituresand Appropriations Trend Analysis
FY 0809  FY09-10 FY10-11  FY11-12  FY 1213  FY 1314  FY 1415

Actual Actual Actual Actual Actual Approp. Request
Total Fleet Long Bill Appropriation $34,368,009 $39,431,801 $42,101,025 $43,602,451 $42,834,398 $44,845,691 $45,971,215
Total Fleet Actual Expenditure’" 32,744,689 31,924,920 36,549,682 39,069,420 38,778,051 $43,580,054 n/a
Fleet Vehicles 5,800 5,817 5,903 5912 5,912 5,932 5,950
Average Annual Cost per Vehicle $5,676 $5,507 $6,212 $6,630 $6,559 $7,347 $7,726
Change in Average Annual Cost n/a -3.0% 12.8% 6.7% -0.7% 12.0% 5.2%
Replacement Vehicles 900 624 175 287 585 635 777
Vehicle Lease/Purchase L.B. Approp. $12,558,203 $13,984,778 $16,599,436 $16,521,437 $15,686,775 $18,014,816 $18,863,994
Vehicle Lease/Purchase Expenditure’" 11,880,388 12,188,713 14,519,741 14,695,589 14,125,831 $16,749,179 n/a
Average Annual L ease/Purchase
Payment per Vehicle $2,048 $2,095 $2,460 $2,486 $2,389 $2,824 $3,170

Change in Average Annual

Lease/Purchase Payment n/a 2.3% 17.4% 1.1% -3.9% 18.2% 12.3%
Lease/Purchase Percent of Total

per Vehicle Cost 36.1% 38.0% 39.6% 37.5% 36.4% 38.4% 41.0%

"FY 13-14 Expenditure data reflects mid-year adjustment of vehicle lease/purchase payment line item only.
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4. The vehicle management fee should be monitored along with administrative expenses
over time. This fee is a standard, per month, per vehicle fee that is included in departments'
vehicle lease payments line items that is used to pay the administrative expenses of the program.
The fee and administrative expenses since FY 2008-09 are outlined in the following table.

Fleet Management Program - Vehicle Management Fee and Administrative Expenses Analysis
FY 08-09 FY 09-10 FY 10-11 FY 11-12 FY 12-13 FY 13-14 FY 14-15
Actual Actual Actual Actual Actual Approp. Request

Total Vehicles in Fleet 5,800 5,817 5,903 5,912 5,912 5,932 5,950
Growth in Fleet Vehicles n/a 0.3% 1.5% 0.2% 0.0% 0.3% 0.3%
Vehicle M anagement Fee

(auction pool vehicles) * $23 $27 $36 $27 $30 $22 n/a
Percentage Change in Vehicle

Management Fee n/a 15.2% 34.0% -25.4% 13.2% -26.7% n/a
Fleet Admin L.B. Appropriation $1,132,373 $1,319,523 $1,370,243  $1,352,450 $1,419,059 $1,316,582 $1,592,928
Fleet Admin Expenditures 2 1,308,171 1,352,203 1,473,813 1,432,944 1,527,711 n/a n/a
Average Annual Fleet Admin

Costs per Vehicle $226 $232 $250 $242 $258 $222 $268
Admin Expense Percent of Total

per Vehicle Cost 4.0% 4.2% 4.0% 3.7% 3.9% 3.0% 3.5%

" The Vehicle Management Fee shown is for auction pool vehicles. The Division of Wildlife is the only non-auction pool agency in
Fleet and pays a higher fee because they retain the auction proceeds from their vehicles to replenish federal funding received. Fees for
the Division of Wildlife vehicles from FY 08-09 through FY 13-14 were $35, $40, $45.50, $40, $35, and $32.50.

"2 Fleet Admin Expenditures include compensation-related POTS expenditures that are appropriated in the Executive Director's Office.

RELEVANCE OF BRIEFING
PERFORMANCE PLAN:

ISSUE TO THE DEPARTMENT'S

This briefing issue does not address the Department of Personnel's performance plan. This issue
presents information and recommendations to the Committee for budget processes related to the

Fleet Management Program and the annual request for replacement vehicles.
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|ssue: FY 2014-15 Department Request Items

The Department of Personnel has submitted four Department requests and two common policy-
related requests.

SUMMARY:

e RI1 — Total Compensation Vendor is a request for $300,000 General Fund in FY 2014-15 and
every two years thereafter to contract with a consultant to conduct a compensation market
study and benefit market analysis report.

e R2 — Transparency Online Project (TOP) Modernization is a request for $142,000 General
Fund in FY 2014-15 and $5,000 General Fund ongoing for the Office of the State Controller
(OSC) to integrate the current TOP system with the Colorado Operations Resource Engine
(CORE) also known as COFRS Modernization.

e R3 — Central Collections Investment in Customer Service is a request for $389,000 in cash
funds in FY 2014-15 and $197,000 in cash funds ongoing for Central Collections Services to
handle increased collections accounts and work volume.

e R4 — Address Confidentiality Program Resources is a one-year request for $60,000 General
Fund in FY 2014-15 to better handle an increased caseload.

e CPI1 — Annual Fleet Vehicle Request is addressed in its own issue brief in this document.

e (P2 — Camp George West Utilities Transfer is a request for a decrease of $331,000 in
reappropriated funds in FY 2014-15 and ongoing for having state agencies located at Camp
George West pay utilities directly rather than through Capitol Complex.

e Three of the four Department items request one-year, temporary staffing — equivalent to 5.5
FTE but officially shown at 0.0 FTE — for policy change items that are expected to require
ongoing staffing for support.

DISCUSSION:

R1 —Total Compensation Vendor

The Department is requesting an additional $300,000 General Fund in FY 2014-15 and every
two years thereafter to contract with a consultant to conduct a compensation market study and
benefit market analysis report.
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Staff Concerns

This request would fulfill a role currently required by statute for the purpose of providing
prevailing compensation to officers and employees of the State and carried out by the
Compensation Unit in State Agency Services in the Division of Human Resources (DHR). The
Department is not requesting an equivalent decrease in personal services freed up by contracting
this function. Instead, the Department's request states that contracting this report will allow the
DHR staff to perform other duties that should be addressed per industry standard. Anecdotally,
the total compensation analyst shared with the Department analyst that the Department has
contracted for such a study for the last two years. Staff expects to hear back from the
Department regarding follow-up questions related to this request and is confident that a
considered recommendation will be made to the Committee at figure setting.

R2 — Transparency Online Project M odernization

The request for Transparency Online Project (TOP) Modernization is for an additional $142,000
General Fund in FY 2014-15 and $5,000 General Fund ongoing for the Office of the State
Controller (OSC) to integrate the current TOP system with the Colorado Operations Resource
Engine (CORE) also known as COFRS Modernization. The current TOP website was created by
the Office of Information Technology (OIT) and the OSC with existing resources using COFRS
and the Financial Data Warehouse (FDW). The Department's request states that statute requires
the State to maintain a searchable website for taxpayers that includes revenue and expenditure
data. The current TOP system will not be able to be carried forward with the implementation of
CORE/COFRS Modernization.

Staff Concerns

The request appears reasonable for the purpose of complying with statute related to financial
transparency through the TOP system. However, the request includes $42,235 in funding for a
one-year temporary position with personal services and operating expenses for the equivalent of
0.5 FTE, at a General Professional V level, to support system implementation and identify
system upgrades. While the request is to fund this temporary position for one year, the request
also states that the proposed solution will require ongoing support, to be reassessed, stating that
after the first year of operation, the resources needed to continue the TOP website devel opment
and management will be reassessed along with other long-term OSC operational needs.

Staff asked the Department (emphasis added):
Why request temporary staff — equivalent to 0.5 FTE in PSand 1.0 FTE in OE but
officially 0.0 FTE — rather than straightforwardly request 0.5 FTE and make an
adjusting request after assessing the needs following CORE implementation?

The Department responded as follows (emphasis added):
The Department requested temporary staff for its TOPS Modernization project
because it anticipates that CORE implementation will impact permanent resource
needs in the Sate Controller’s Office. It is the Department’s preference to give
itself the most flexibility by requesting temporary staff that can be released from
service if the need for FTE changes after full implementation. The Department is
aware that it has requested a short term solution to a long term problem, but will
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continue to evaluate its needs and address permanent resource needs through
future budget requests as necessary.

It is staff's understanding that the Department would retain the flexibility to hire temporary staff
rather than permanent staff, if it better suited the Department's needs, regardless of whether the
resource request was appropriated as permanent FTE.

The Department's request includes the following statement (emphasis added):
The Department will require ongoing resources for system support and
continuous system improvement, but will wait until CORE is fully implemented to
assess the permanent staffing needs in the State Controller's Office to see whether
or not this duty can be absorbed within existing resour ces.

The Department states that CORE is expected to be fully implemented on July 1, 2015. Based
on this schedule, at the earliest the Department would assess its needs in the first few months of
FY 2015-16, and possibly have the assessment completed with a permanent request item related
to this temporary request in November 2015, two years from now. The timing does not fit a
request for a one-year temporary staffing solution.

While a policy change item may appropriately — and transparently — include a request for
temporary staffing (officially 0.0 FTE), this request clearly states that the project has a need for
ongoing staff support. Without an assessment, this policy change item as presented requires
ongoing staffing. The intention to engage in an assessment or reassessment is fine — and the
opportunity and willingness to assess resource needs for programs should remain an ongoing
consideration for an organization. It is reasonable that a recommendation for decreased staffing
should be as valid as a recommendation for increased staffing after a reassessment. But a request
for temporary staffing within a policy change item that is projected to require a similar level of
staffing beyond the temporary timeframe is not transparent within the budget process. It is even
more questionable based on a time schedule that cannot deliver an assessment by the end of the
temporary request period.

R3 — Central Collections Investment in Customer Service

The Department's request is for $389,000 in cash funds in FY 2014-15 and $197,000 in cash
funds ongoing for Central Collections Services to handle increased work volume. This request
also includes the request for temporary staff equivalent to 3.6 FTE. Similarly, the Department's
request states that ongoing resource needs will be assessed through a Lean project.

Staff Concerns

As with the R2 request, staff's concerns are primarily related to the request for temporary staffing
for a request that presents a program workload scenario that will continue to need requested
resources beyond the next fiscal year. A lean project can assess the resources for the unit and
then make recommendations for the adjustment of resources that increase or decrease as
determined by the lean project. The request for temporary resources for the presentation of a
projected ongoing resource shortage similarly lacks transparency within the budget process.
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Aside from the temporary staffing issue, staff is concerned that the Department is including
growth projections of 30.0 percent for FY 2014-15 and of 20.0 percent for FY 2015-16 for a unit
that has experienced an average growth rate of 4.4 percent in active accounts over the last three
fiscal years of actual data and experienced a decrease of 1.0 percent in active accounts between
FY 2011-12 and FY 2012-13, the last year of actual data available. At this time there appears to
be no justification for such projected growth rates based on data presented in the request. Staff is
confident that a considered recommendation will be made to the Committee at figure setting.

R4 — Address Confidentiality Program Resour ces

The Department's request is for $60,000 General Fund in FY 2014-15 to handle an increased
caseload for the Address Confidentiality Program (ACP). As with the three previous requests,
the request is for one-year funding that includes temporary staffing equivalent to 1.4 FTE. The
request similarly states that a Lean project will be completed to assess permanent needs. The
Department states that the decision to initiate a lean study was made at the end of FY 2012-13
and is expected to be completed by March 2014.

Staff asked the Department why it chose not to make an adjusting request as necessary following
the lean study rather than request temporary staffing and the Department responded as follows:
To the extent that there was some question as to whether or not an FTE should be
permanent or temporary and a Lean project is being considered, it was decided
that the Department should give itself the most flexibility by requesting temps that
could be released from service if the Lean process identified efficiencies that
reduced the overall need for FTE.

Again, it is staff's understanding that the Department retains the flexibility to hire temporary staff
rather than permanent staff, if it better suited the Department's needs, regardless of whether the
resource request was appropriated as permanent FTE.

Staff Concerns

As with the previous three requests, staff's concern is related to the temporary nature of the
request given the workload data presented that indicates an ongoing need. Additionally, staff
presented the issue of the ACP's growing caseload relative to its funding to the Committee last
year, with a proposed solution related to the current funding stream through expanded offender
surcharges. That solution was not pursued, but the Department pursued legislation to allow
General Funding for the program. Staff's concern regarding the need for additional resources for
the program based on fulfilling its current statutory requirements has not changed. On that basis,
staff supports the Department's request in principle. However, staff is again concerned with the
presentation of this request as a one-year, temporary staffing need for a resource and staffing
need that staff identified over a year ago and is clearly ongoing regardless of a Lean project
determination.

CP1 — Annual Fleet Vehicle Request
The Department's annual fleet vehicle replacement request is addressed in its own issue brief in
this document.
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CP2 — Camp George West Utilities Transfer

This Capitol Complex common policy request is for a decrease of $331,000 in reappropriated
funds in FY 2014-15 and ongoing. The request is budget neutral and requires that state agencies
located at Camp George West pay for utilities directly. Currently, Capitol Complex collects
utility payments from state agencies and then pays the utilities. Now that Camp George West
includes individual metering, there is no longer a need for the pass-through funding or
appropriation. This request simply decreases the Department's appropriation. Other state
agencies continue to pay for utilities through their operating expenses or utilities line items
directly to utility companies rather than to Capitol Complex.

RELEVANCE OF BRIEFING ISSUE TO THE DEPARTMENT'S
PERFORMANCE PLAN:

This briefing issue addresses the Department's request items which relate directly to the
Department of Personnel's performance plan's strategic policy initiatives to Improve DPA
Customer Service, Modernize DPA Systems, and Reinvest in the Workforce. The Department's
primary four request items each address elements related to these initiatives.
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Appendix A: Number Pages

FY 2011-12 FY 2012-13 FY 2013-14 FY 2014-15 Request vs.
Actual Actual Appropriation Request Appropriation

DEPARTMENT OF PERSONNEL
Kathy Nesbitt, Executive Director

(1) EXECUTIVE DIRECTOR'S OFFICE

Thisdivision provides policy direction to and manages the fiscal and budgetary affairs of all divisionswithin the Department. It also reviewsall statewide contracts
and promotes statewide affirmative action and equal opportunity programs. The primary source of cash funds and reappropriated funds are indirect cost recoveries
and user fees from other State agencies.

(A) Department Administration

Persona Services 1,620,184 1,648,932 1,587,245 1,607,994
FTE 20.1 20.2 17.8 17.8
General Fund 0 0 0 0
Cash Funds 0 0 15,648 15,648
Reappropriated Funds 1,620,184 1,648,932 1,571,597 1,592,346
Hedlth, Life, and Dental 2,080,111 1,705,332 2,481,671 2,601,341
Genera Fund 561,139 591,519 650,977 757,541
Cash Funds 134,855 114,574 155,633 261,056
Reappropriated Funds 1,384,117 999,239 1,675,061 1,582,744
Short-term Disability 33,417 27,810 38,335 46,442
Genera Fund 11,758 11,572 13,036 16,940
Cash Funds 2,366 1,375 2,867 3,921
Reappropriated Funds 19,293 14,863 22,432 25,581
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FY 2011-12 FY 2012-13 FY 2013-14 FY 2014-15 Request vs.

Actual Actual Appropriation Request Appropriation
S.B. 04-257 Amortization Equalization Disbursement 523,557 506,438 732,739 854,336
Genera Fund 180,979 214,939 244,685 310,311
Cash Funds 37,438 25,118 56,004 72,155
Reappropriated Funds 305,140 266,381 432,050 471,870
S.B. 06-235 Supplemental Amortization Equalization
Disbursement 420,544 435,292 660,716 800,939
Genera Fund 145,278 184,804 220,112 290,916
Cash Funds 30,084 21,567 50,559 67,645
Reappropriated Funds 245,182 228,921 390,045 442 378
Salary Survey 0 0 664,921 335,921
General Fund 0 0 136,518 119,668
Cash Funds 0 0 83,711 29,319
Reappropriated Funds 0 0 444,692 186,934
Merit Pay 0 0 299,879 297,340
General Fund 0 0 86,049 92,923
Cash Funds 0 0 22,253 29,205
Reappropriated Funds 0 0 191,577 175,212
Shift Differential 31,283 26,428 47,088 49,698
Cash Funds 4 0 0 0
Reappropriated Funds 31,279 26,428 47,088 49,698
Workers' Compensation 216,983 220,543 213,489 245,296
Genera Fund 58,630 60,409 56,549 63,788
Cash Funds 18,805 19,018 19,462 25,565
Reappropriated Funds 139,548 141,116 137,478 155,943
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FY 2011-12 FY 2012-13 FY 2013-14 FY 2014-15 Request vs.

Actual Actual Appropriation Request Appropriation
Operating Expenses 90,924 95,474 124,531 99,531
Genera Fund 0 0 25,000 0
Reappropriated Funds 90,924 95,474 99,531 99,531
Legal Services 182,376 142,813 245,026 245,026
Genera Fund 152,746 118,684 175,203 175,203
Cash Funds 6,824 9,464 11,158 15,299
Reappropriated Funds 22,806 14,665 58,665 54,524
Administrative Law Judge Services 3,070 4,697 6,236 13,739
Cash Funds 0 4,697 6,124 12,287
Reappropriated Funds 3,070 0 112 1,452
Purchase of Services from Computer Center 2,631,147 127,402 1,689,638 0 *
Genera Fund 0 72,997 438,816 0
Cash Funds 293,948 5,369 55,478 0
Reappropriated Funds 2,337,199 49,036 1,195,344 0
Colorado State Network 178,927 420,164 268,501 o *
Genera Fund 0 115,084 71,120 0
Cash Funds 0 36,230 24,478 0
Reappropriated Funds 178,927 268,850 172,903 0
Management and Administration of OIT 92,896 35,884 0 0 *
General Fund 25,102 9,829 0 0
Cash Funds 8,051 3,094 0 0
Reappropriated Funds 59,743 22,961 0 0
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FY 2011-12 FY 2012-13 FY 2013-14 FY 2014-15 Request vs.

Actual Actual Appropriation Request Appropriation
COFRS Modernization 0 288,061 288,061 288,061
Genera Fund 0 128,128 128,128 74,907
Cash Funds 0 16,396 16,396 30,022
Reappropriated Funds 0 143,537 143,537 183,132
Information Technology Security 0 0 20,602 0 *
Genera Fund 0 0 5,368 0
Cash Funds 0 0 837 0
Reappropriated Funds 0 0 14,397 0
Payment to Risk Management and Property Funds 463,141 682,310 566,716 604,566
Genera Fund 125,140 186,894 150,110 157,213
Cash Funds 40,140 58,837 51,661 63,007
Reappropriated Funds 297,861 436,579 364,945 384,346
Vehicle Lease Payments 82,097 77,846 84,173 82,180 *
Cash Funds 0 2,190 2,128 2,128
Reappropriated Funds 82,097 75,656 82,045 80,052
Leased Space 1,222,432 1,243,943 666,423 316,949
Genera Fund 437,764 454,180 258,016 0
Cash Funds 16,219 86,062 49,776 0
Reappropriated Funds 768,449 703,701 358,631 316,949
Capitol Complex Leased Space 846,033 837,576 2,155,209 1,936,942
Genera Fund 0 611,783 1,123,815 1,105,744
Cash Funds 33,434 32,971 230,621 261,677
Reappropriated Funds 812,599 192,822 800,773 569,521
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FY 2011-12 FY 2012-13 FY 2013-14 FY 2014-15 Request vs.
Actual Actual Appropriation Request Appropriation
Communication Services Payments 889 1,517 1,284 0 *
Genera Fund 889 758 640 0
Reappropriated Funds 0 759 644 0
Paymentsto OIT 0 0 0 1,606,573 *
General Fund 0 0 0 300,012
Cash Funds 0 0 0 