g

" e o exHiBT £
Education Appropriations Subcommittee  parg Welzon

Orientation - 2005 Session . HB
Committee Presiding Officer:  Rep. Eve Franklin Vice-Presiding Officer: Senator Don Ryan
‘Senator John Esp

Commiftee Members:  Rep. William E. Glaser
Rep. Verdell Jackson Senator Carol Williams

Rep. Carol C. Juneaun -

Staff Members
Legislative Fiscal Division (LFD) staff:
Jim Standaert (Office of Public Instruction)
Room 113 - State Capitol
444-5389
Alan Peura (Montana University System/Office of the Commissioner of H1gher Educahon)
Room 108D - State Capltol

444-5387
Marilyn Daumiller (Montana Arts Council, Montana State Library, Board of Public Education, Montana
Historical Society, Montana School for the Deaf and Blind)

Room 108B - State Capitol
444-5386

Use of LFD Staff '
The L¥D staff is here to assist you by providing whatever fiscal mformauon you need to make mformed decisions. Do not

hesitate to ask them for what you need. Also, feel free to have them explam any part of the budget/appropnauons process that

you are uncertain about, such as budget terminology, impacts of other bills, etc. This offer is for anytlme during and after the
session, not Just for subcommlttee We are your staff and are here to assist you. :

~ Governor’s Office of Budget and Proggam Planning (OBPP) Staff:
' Mike Bu:rke

Mark Bruno . Amy Carlson

Workings of the Subcomnntte ' ' |
The scheduled order of the 16 agencies/pro grams is hsted on the attached "Education Appropnations Subcommlttee“

»
schedule, subj ect to change by the Presiding Officer.
» Ttisanticipated that the Subcommittee will complete the daily scheduled events. Should members have pressmg House

or Senate actions, the Pres1dmg Officer may exerclse the option of re recessing the subcomnuttee and reconvemng later

that day.
A quorum consists of 4 committee member.s A quorum is necessary to conduct subcomnnttee busmess and vote

left your proxy with another subcommitfes member. -
Motions do not require a secorid.
The Pre51dmg Officer will not make a motion.
Agencies will bé héard first at the agency level fcllowed by the heanngs for each program, where necessary Hearmgs
"will be in the order of:
‘o Agency overview presentat:lon
. o OBPP comment/presentanon
o LFD isstes and comments
@ Other testimony ' '
»  Each program will be closed when the Presiding Ofﬁcer determmes that all discussion, pubhc testlmony, questions, and
presentations have been completed, .
» Executive action will be taken following the close of heanngs of each program. Execunve acuon does not need to be
' taken immediately. ‘By the direction of the Presuimg Officer, addmonal research ; may be completed by statf and
reported before executive action is completed if ther > exmts an unresolvecl pomt of leglslatwe it t:
» Itisrecommended that the subcommittes pass a motmn to approve the. "Statewide Present Law Adjustments" for each
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Ifa subeomrmttee member has to leave the meeting, please leave a note with the Pres1dmg Officer statlng that your have'
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agency (except vacancy savings) and make adjustments (if any) to it (please see attached "Suggested Motions"). See
"Present Law" below for an explanation of these items. It is expected that a Jjoint meeting between House
Appropriations and Senate Finance will ask all subcommittees to do this.

It is recommended that the subcommittee pass a motion to approve the base budget for each agency and make
adjustments (if any) to it (please see attached "Suggested Motions"). Tt is expected that a joint meeting between House
Appropriations and Senate Finance will ask all subcommittees to do this. S

Executive action will be taken on each decision package after its presentation and discussion. ‘

Itis recommended that the Presiding Officer announce the result of each executive action vote to ensure clarity on the

record of each vote outcome.

Explanation of LFD Budget Analysis:

Legislative Budget Analysis 2007 Biennium, Volume 4 — Agency Budgets, Section E, Education:

Sample agency on page E-24 (Board of Public Education)
Sample program on page E-116 (Talent Search Program)

The LFD Budget Analysis takes the proposed executive budget and provides written explanation about how that budget
was developed (e.g. what formulas were used, what assumptions were used, ete.) to help legislators understand both the
fiscal impacts of the budget as well as the policy impacts. In order to explain the most important or complex budget
components, the analysis will include an LFD Comment box and where the budget component offers opportunities for
unique legislative options to consider, the analysis will include an LFD Issue box.

LFD Issues - If a requested increase to present law or a new proposal needs further explanation or requires additional legislative

" FTE/Personal Services _ -
» Vacancy Savings - This is a term you will be hearing often. Because all FTE (full time equivalent - which consists of

consideration, it will be followed by "LFD Issue" or "LFD Comment". In some cases, options are given for the

legislature to consider. Options always available to the legislature are to appropriate funding for the same level of
 services provided by base expenditures in fiscal 2004, or to take no action. The LFD has not developed its own budget

and has not "approved" or "disapproved" any of the base changes. Just because an increase to the base has no "LFD
Issue™ does not mean that it is "approved" by the LFD, it simply means that no additional explanation seems to be

needed for that specific matter. ‘

2080 hours worked in one year) are fully funded in the budget process, savings result during a year when a position is
vacant.(due to normal turnover) or if a vacant position is filled with a less expensive person (a lower grade for
instance). By anticipating that a certain amount of vacancy savings will occur naturally, the budget could be reduced.
This is.called "imposing vacancy savings".

If you want to eliminate funding for personal services, please instruct LFD staff to increase or decrease the number of
FTE and let MBARS determine the amount of money (which is based on complex formulas). Itis best to do it this way
rather than reducing the budget and having staff figure out the amount of F TE.

Changes to FTE will cause permanent changes fo personal services appropriations (i.e. changes will be
continued/reflected in the 2007 biennium budget request). In contrast, changes only to personal services appropriations
(i.e. vacancy savings) will orily be one-time in nature and will not continue in the next biennium.

The legislature does not "appropriate” FTE. The legislature appropriates funding for personal services expenditures
while the executive determines the number of FTE. FTE are used to assist in the budgeting process of determining the
amount of money needed to fund personal service costs. For example, agencies may use the appropriated fimds to hire
more FTE at lower grades or fewer FTE at higher grades. The executive has full authority to create or not fill FTE.
Agencies may use money appropriated for operations, equipment, grants, berefits, ete. to hire additional FTE that are
never budgeted directly by the legislature. : : ‘ -

The Base : _ ‘
To understand present law, one must understand the base. The base is the amount of money spent to produce the level of

services and operations provided in fiscal year 2004 (FY 2004). The base has been reduced by amounts of budget amendments

r other one-time expenditures that do not occur in subsequent years. Please keep in mind that the base (FY 2004) is being used

!

4o build a budget for fiscal years 2006 and 2007 - two and three years in the future. All present law adjusfments and new

proposals are in addition to what is requested in the base.



Present Law
Present law is the amount of funding needed to provide the same level of services and operations for fiscal years 2006 and 2007,

as was provided by the amount spent in FY 2004 (the base year). Usually this amount of funding would be the same as the base

“amount, butin some instances, the amount spent in FY 2004 is not adequate. Inflation is one factor that increases the costs for

)

providing the same level of service. Legislative approved increases are another. For example, some new proposals approved
last session may be phased-in and have greater funding and FTE in FY 2005 (and into the 2007 biennium) than reflected in FY

2004 expenditures.

To accurately reflect the real cost of the whole program as anticipated by the legislature, the amount spent in FY 2004 has to be
adjusted upwards. The pay plan approved by the last legislature is another similar factor. Since the FY 2004 pay plan became
effective part way through FY 2004, the base year does not reflect the full impact of the increase.: In addition, the base year does
not contain the FY 2005 increase authorized by the legislature in the pay plan. Therefore, increases above the base amount are
needed to accurately reflect the 2007 biepnium budget.

New Proposals : :
This section lists each of the new areas of spending that the executive budget proposes to add to the agency budget.

The new proposals are intended to be above and beyond the present law by adding a new function, program, FTE to
perform new work tasks, etc.

Decision Packape
To make changes to The Base, either through Present Law or New Proposals, each change is bundled into a Decision

Package (DP) that describes the expenditure in terms of the amount, the source of funding, and the purpose/function
of the expenditure. The budget is, essentially, the aggregate of the base and all of the DP’s for present law and new
proposals. The budget is approved in total by approving (as presented or with changes) or rejecting each of these
components, including each DP. Statewide adjustments (see below) are not presented in a DP, as the statewide
adjustments to the base are made globally and applied to each program and agency.

ﬁ‘ﬂl’resgnt Law Adjustments” - A table for each program is provided in the LFD Budget Analysis that summarizes requested

adjustments from the FY 2004 base expenditures. These can be increases or decreases. Narrative follows the table
consisting of the explanation for the executive adjustment and, if applicable, followed by an "LFD Comment" or
"LFD Issue". These pieces of information are to assist you in understanding the requested changes and to help you
make informed decisions. Always remember that the numbers in the table are the changes from the base
requested in the Executive Budget and not the total being requested. The total amount is the sum of base
expenditures and the amounts in the table. : ,

"Statewide Adjustments" - These are adjustments for which the legislature could make decisions statewide {(globally) for all
agencies. The three adjustments are: ‘ : _

> Personal Services: Much of the increase is due to the pay plan passed last session, which phased-in pay raises.
Some agencies may have had large retirement payouts in FY 2004. Since these are in the base but are not in
the executive budget, they actually cause a reduction to this difference. These types of differences, in most
cases, should not be of great concern to the legislature. However, the legislature may be more interested in
some of the other differences. Overtime and proposed vacancy savings are two that the legislature may want to
look at more closely. Vacancy savings are one-time in nature and, if used to fund other expenditures (for
example - a pay plan in the 2007 biennium) will not be available to continue funding the item in future biennia.

- If permanent reductions are desired, FTE should be reduced. ' A

> Inflation: As mentioned above, inflation is an increase that, for certain items, is necessary to maintain the same
level of service provided in FY 2004, ] : - .

» Fixed Costs: Agencies receive certain services provided by programs in other agencies, such as compuier
support, building rent, insurance, mail service, payroll, and legislative audit. The charges for these services are
called fixed. costs because, once they are determined, the agency receiving the service must pay that fixed
amount. What is important to the legislature is that the budget of the program and subsequent rate for providing

- ) these services is set at the level the legislature wants. This is determined in whatever subcommittee the

program that provides that service is in.



Appropriation Power
The ultimate power of the legislature is the ablhty to appropriate money. Only the legislature can do this, However, the

following are a few things to keep in mind:
, » The legislature has entrusted this power to other entities in some cases. Budget amendments can be approved
} by the executive branch if certain criteria are met. Some types of money can be spent without an appropriation.
* Inthe 1995 session, HB 576 allowed proprietary funds to be spent without an appropriation. Some money and
uses are statutorily appropriated which means that a permanent appropriation has already been provided by the
legislature in statute.
» Theamounts and type of money the legislature appropriates are those shown in HB 2. The individual amounts
' and items approved by the subcommittee are not necessarily the appropriations. The subcommittee makes
numerous decisions on individual items that “roll-up” to a single appropriation in HB 2. The subcommittee
process is a means to arrive at a single appropriation. This means that even though the subcommittee may
approve an amount for a specific purpose, a new proposal for example, it is the executive who determines if the
appropriation will be spent for that or another purpose. A budgeting tool to ensure that the money is spent for
a Specific purpose is discussed in "House Bill 2 Language"” below. _

Thereisa dlfference between “money” and an “appropriation”. Money comes from a tax, fee, or other revenue source and
is used by an agency to pay personnel and operating costs to perform its statutory duties. An appropriation is the
authority by the legislature that allows an agency to spend that money. Without it, no money can be spent.

The limit on the amount of money that an agency can spend depends on the lesser of: 1) the amount of money available; and 2)
~ the appropriation amount set by the legislature. ‘

> Be careful in setting appropriations, particularly if you hear "if we don’t get the money, then we can’t spend

it". Although this is true, if the appropriation amount is greater than the money that will be received, an

agency can move the authority to where there is extra money and uvse it to spend that money. This can result

in money being spent from revenue sources and for purposes never contemplated by the legislature. In

these cases, 2 budgeting tool available to you (discussed in "House Bill 2 Language” below) is to restrict the

appropriation so it can’t be used for anything else.

’ Prgpnetﬂgg Funds and Rate Setting

- As mentloned above, some funds such as proprietary funds, can be spent without an appropnatlon Internal services funds are a
type of propnetary funds and are not appropriated by the legislature. Internal services finds ar¢ used when a service is prowded
to a number of programs within a department (or to a number of agencies — called “fixed cost”) For example, some agencies’
centrallzed services divisions are handled this way. A rate is developed and those programs using the service must pay the rate.

Leglslatwc control lies in the legislature’s requirement to set the rate charged by the provider of the services and then
appropnate money to those programs who use the services so they can pay therate. This subcommittee will be setting the rates

for severa.l propnetary funds.

_House Bﬂl 3 Langg@g
> . Please try to limit the use of language in the general appropriations act to fiscal matters.

D Languagc in an appropriations act (HB 2) cannot override substantive law.
> If the legislature wants an appropriation to be one-time only (called an OTO), the LFD should be directed to
‘ling item the amount and denote it as OTO. The expenditures from this item will then be excluded from the

ﬁscal 2006 base for purposes of setting the 2009 biennium budgets

Once the leglslature sets an appropmtlon for a specific purpose, the executive may use the authority for a different
\ Ifthe leg151ature wants an appropriation to be used only for the stated purpose and no other, then the LFD should be
dxrected _to hne-ltem the amount and designate it as "Restricted.”

R Instances where the legislature may want to consider restricting an appropriation are pomted out in an “LED Issue”.
> “B1ennml appropriation™ is an amount of money appropriated in FY 2006 but which can be spent in either or both years
- of the b1enmum These appropnatlons are restricted and will show as separate line-items in HB 2. No Ianguage is
—) necessary for a biennial appropriation. Usually, the entire amount of a biennial approprlatlon is budgeted in the first
year and the agency has two years to-use the appropriation, If the legislature wants to give blenmal appropnaﬁons it

C should approprlate the entire amount in FY 2006. .




» Contingency language, to coordinate with other bills if they are passed, is usnally done with language in the general
appropriations act after the legislation passes. In some cases, the executive is requesting that the subcommitiee make
budget changes based on proposed legislation. It is recommended that these budget changes be made once the

N - legislature is passed and not in subcommittee. '
)
~ Contingency Appropriations (excess authority)
Requests for "contingency" appropriations occur when an agency wants the authority just in case an event (of which the agency
is unsure) happens which requires the expenditure of funds or if the receipt of the money itself is uncertain. :

» In general, the legislature may want to limit "contingency” type of additional authority becausé: 1) authority may be
transferred to other programs where excess cash is available and increase expenditures for an activity not specifically
approved by the legislature; 2) authority may be transferred to other agencies where excess cash is available if the
purpose of the original appropriation is maintained; 3) excess authority may be used to spend funds that might be used
to offset other funding sources, such as general fund; and 4) other mechanisms exist to provide funding in unanticipated
circumstances such as budget amendments, appropriation transfers, and appropriations in the budget amendment and
supplemental bills, ,

» If the legislature approves "contingency" appropriations, it may want to restrict such appropriations to only the stated
purpose so it would not be used for some other purpose. o

.

Language Appropriations ‘ ‘
The legislature should consider language appropriations carefully. A language appropriation becomes an appropriation by

the legislature only if some circumstance happens (such as receipt of the money or the occurrence of some event). The
- appropriation is in language only and does not show up in the numbers portion of HB 2. In general, the legislature may
want to limit language appropriation only to special circumstances. '
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Education Appropriations Subcommittee
Suggested Motions
2005 Session

Global Motions

1. Proposed Motion to begin executive action on each program;

“I move to éc_cept the base level of funding plus statewide present law adjustments to the base §
for the program.” '

2. Amendment motions for present law and new proposals for the program would follow.
3. Proposed motion for final adoption of each program budget:

“I move adoption of the budget as amended for the - program.”

Agency Motions

"I move to accept present law adjustment decision package (DP) number XX."

"I'move to accept present law adjustment decision packages (DP) number XX through XX, ... with the exception of items
X, ete."” :

"I move to accept new proposal decision package (DP) numbers XX."

ﬁ‘I move to accept new proposal decision packages (DP) number XX through XX, ... with the exception of items X, etc.”

“I move to accept decision package (DP) number XX, as amended. ..”



~ Sample HB 2 Language
2005 Session

1. To make an item one-time only if you want to line-item:

"Item ___contains $___ generalfundand $____state special revenue funds in FY 2006 and 3 general
fund and §__ state special revenue funds in FY 2007. In preparing the 2009 biennium budget for
legislative consideration (for the 2007 session), the office of budget and program planning and the
legislative fiscal division may not include expenditures from this item in the present law base."

2. For an appropriation contingent on another bill:
A, "If House Bill No. __ is passed and approved in a form depositing revenue to the general fund,
the state special revenue appropriations initems ___,_ through ,and _ are eliminated and
general fund appropriations are increased by like amounts."” :

B. "If House Bill No. ___is passed and approved in a form eliminating the statutory appropriation for
the _tax revenue, item ___isincreased by $__ of state special revenue in FY 2006 and 5
in FY 2007."
C. “Item ____is contingent upon passage and approval of SB/HB No. ?
3. - Legislative Contract Authority:

"The appropriations for legislative contract authority are subject to the following provisions:
a) LCA applies only to federal funds; . :
b) LCA éxpenditures must be reported on state accounting records and kept separate from present
law operations. In preparing the 2007 biennium budget for legislative consideration, the office of
budget and program planning may not include the expenditures from this item in the present law
base; and .
¢) A'report must be submitted by the department to the legislative fiscal analyst following the end
of each fiscal year of the biennium. The report must inchide a listing of projects with the related
amount of expenditures and FTE for each project;
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