LEGISLATIVE ACTION

PAY PLAN

A pay plan for state employees was adopted by the legislature that included statutory changes in SB
418 and appropriation authority of $77.3 million in HB 2. To address deteriorating reserve levels within
the state employee group benefit plan (SEGBP), SB 418 also included conditions for expenditures of
funding for SEGBP. The Department of Administration (DOA) is required to consider cost containment
measures for SEGBP. While the legislature did not provide specific measures for DOA to implement,
it did provide options for DOA consideration as part of the bill. Further information on the financial
condition of SEGBP is provided in the program narrative for the Health Care and Benefits Division of
DOA in Volume 3 of the 2017 Biennium Legislative Fiscal Report.

The 2013 Legislature included a requirement for a government-to-government salary survey as well
as the biennial salary survey to be conducted by DOA. SB 418 also eliminated the government-to-
government salary survey. Under SB 418, beginning January 2018, the cost of group benefits is
limited and may not exceed the monthly amount that would trigger the excise tax under the Affordable
Care Act.

Pay Raise

SB 418 grants a $0.50 per hour increase in base pay for employees beginning the first pay period
including January 15" in each year of the biennium. The figure below outlines total funding provided
by the legislature for the pay increase each year of the biennium. Funding for the pay increase for the
Executive Branch was appropriated to the Governor’'s Office in HB 2 with language allowing the
funding to be allocated to the Executive Branch agency programs when establishing 2017 biennium
operating plans.

Pay Plan for State Employees
Pay Increase of $0.50 per hour beginning 1/15/2016 and 1/15/2017
($ Millions)

General State
FY 2016 Fund Special Federal Proprietary Total
Legislative Branch $0.077 $0.000 $0.000 $0.000 $0.077
Consumer Counsel - 0.003 - - 0.003
Judicial Branch 0.209 0.013 0.000 - 0.222
Executive Branch 2.795 2.225 1.469 0.050 6.539
Montana University System 3.730 0.001 0.036 - 3.767
FY 2016 Total 6.810 2.242 1.505 0.050 10.608
FY 2017
Legislative Branch 0.242 - - - 0.242
Consumer Counsel - 0.010 - 0.010
Judicial Branch 0.658 0.041 0.001 - 0.700
Executive Branch 8.965 7.160 4.717 0.159 21.002
Montana University System 4.151 0.002 0.117 - 4.269
FY 2017 Total 14.016 7.213 4.834 0.159 26.223
2017 Biennium Total $20.826 $9.456 $6.340 $0.209  $36.831

Contribution to Employee Group Benefits

The legislature increased the employer contribution to employee group benefits. In FY 2016, the
increase is 10%: from $887 each month to $976. In FY 2017, the contribution increases by 8% from
$976 to $1,054. The figure below outlines total funding provided for the increases in the state
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contribution to employee group benefits. Funding for the Executive Branch employer contribution was
also allocated to the Governor’s Office, similar to the pay increases.

Pay Plan for State Employees: Contribution to Group Benefits
($ Millions)

General State
FY 2016 Fund Special Federal  Proprietary Total
Legislative Branch $0.070 $0.000 $0.000 $0.000 $0.070
Consumer Counsel - 0.003 - - 0.003
Judicial Branch 0.226 0.014 0.000 - 0.240
Executive Branch 2.675 2.122 1.388 0.046 6.231
Montana University System - - - - -
FY 2016 Total 2.971 2.139 1.389 0.046 6.544
FY 2017
Legislative Branch 0.201 - - - 0.201
Consumer Counsel - 0.009 - - 0.009
Judicial Branch 0.649 0.040 0.001 - 0.690
Executive Branch 7.804 6.103 3.992 0.132 18.031
Montana University System 4.549 0.002 0.136 - 4.687
FY 2017 Total 13.202 6.154 4.130 0.132 23.618
2017 Biennium Total $16.173 $8.293 $5.518 $0.178  $30.162

POPULATION AND CASELOADS

Population increases include enrollment adjustments for the Montana University System and K-12
school districts; prison, parole, and probation populations; Medicaid, Healthy Montana Kids, and court
caseloads. Changes in population can be addressed in the budget through a variety of ways,
including changes to statutory payments, utilization of services, and staffing and other operating
costs. The following chart shows various population and caseload estimates.

Population and Caseload Increases
Comparison of 2015 and 2017 Biennia

HB 2 All
HB 2 GF Fund
Increase Increase
from from 2015
2015 Bien. Bien.
Agency Purpose FY 2014 FY 2015 FY 2016  FY 2017 |($ Millions) ($ Millions)
Office of Public Instruction* Enroliment 148,567 149,712 149,922 149,955 $51.0 $51.0
Montana University System** Resident Enroliment 29,968 28,755 28,755 28,755 23.3 23.6
Department of Corrections*** Probation and Parole 7,728 7,778 7,844 7,911 9.6 8.3
Male Prison Beds 2,372 2,392 2,407 2,422 - -
Female Prison Beds 209 218 226 235 - -
Treatment 1,011 1,044 1,075 1,107 - -
Dept. of Health & Human Senices Medicaid 118,888 128,623 135,090 141,387 94.5 321.6
SB 405 (HELP Act)**** - - 822 1,054 (10.8) (10.8)
Foster Care/Sub Adopt 4,480 4,650 4,837 5,030 4.4 6.4
Office of Public Defender*** All Court Cases 31,705 32,256 33,406 34,391 11.2 11.2
Lower Courts 19,803 20,082 20,672 20,992 - -

*Includes costs associated with ANB increases.

**Montana University System increases in funding includes the pay plan costs.

***Costs are summarized due to overlap among functions and/or reorganizations. Includes only programs impacted by caseloads. The
legislature funded the Department of Corrections restructure with additional general fund.

*++*\\Welcome mat enrollees. This assumes a 1/1/2016 start date on SB 405. HB 2 general fund savings of $10.8 million in FY 2017
may be reallocated among divisions within the Department of Health and Human Senvices.
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Legislative Action

o Enroliment increases for the Office of Public Instruction

0 Increases for personal services, fixed costs, and other adjustments, funded at the resident
student state share for the University of Montana and Montana State University campuses.
The increases include pay plan amounts

0 A 2% provider rate increase for most human services and facilities providing services to the
Probation and Parole Division

o Increases for correctional office pay and authorized additional probation and parole officers

0 Increases in Medicaid and other human services for personal services, operating and fixed
costs to account for increases in population and utilization

0 Additional funding for FTE in the Office of Public Defender to address caseload issues and
provide a 2% increase in contracted attorney rates in FY 2016 and an additional 2% in FY
2017

WATER COMPACT

A water rights compact is an agreement between an Indian Tribe, the State of Montana and the
United States. A compact determines which entity has priority water rights, type of rights and other
conditions such as the sharing of water resources and the development and maintenance of water
infrastructure.

SB 262 ratifies water rights between the state and the Confederated Salish and Kootenai Tribes. The
ratified compact will be forwarded to the United States Congress for action. If ratified by Congress, the
compact commits the state to an eventual contribution to the settlement. This contribution would be
for the purposes of water measurement, on-farm efficiency, and development of alternative stock
water sources on the Flathead Indian Irrigation Project (FIIP). It is estimated the state contribution will
be $55 million. The legislature did not appropriate specific funding for the compact during this
biennium.

References
SB 262: http://leg.mt.gov/bills/2015/billhtm!/SB0262.htm
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SB 405 HEALTH AND ECONOMIC LIVELIHOOD PARTNERSHIP (HELP) ACT

The SB 405 HELP Act expands health care coverage to certain low-income individuals, changes the
timing of some medical malpractice legal actions, and establishes workforce development programs
with the goal of assisting persons receiving health care assistance to improve earnings or if they are
unemployed to enter the workforce. Individuals participating in this program are subject to premiums,
co-pays and in certain instances integrity fees.

In order to augment the expanded health care coverage, the act adds a new Medicaid eligibility group
of adults between the ages of 21 and 64 who are not disabled, are not pregnant, and have household
incomes below 138% of the federal poverty level (about $33,500 for a family of four). In addition, the
act requires consideration of Medicaid reforms to increase care coordination to improve health
outcomes. Initiatives such as increased use of data to impact overuse of services, case management
of high-risk medical or chronic conditions, methods to reduce fraud, waste and abuse may be
considered. Other requirements in the act include statutory time limits for medical malpractice claims
and direction to state facilities to reimburse outside medical costs at the Medicaid rate.

The act includes an oversight committee that is directed to review program data, activities and
performance. This includes both the health coverage portion and the workforce development portion.
In addition, the committee is required to coordinate with legislative committees including providing a
final report to the Legislative Finance Committee and Children and Families Interim Committee by
August of 2016.

The act funds the health care services with I SB 405 - HELP Act _
. . 2017 Biennium Appropriation Impact by Source of Authority

statutory appropriations estimated at $362.8 (8 Millions)

million for the biennium. General fund authority [gg;ce General Fund _ Federal Funds Total

of $0.4 million for the collection of integrity fees [statutory Appropriation $26.1 $336.7 $362.8

is appropriated to the Department of Revenue (sB 405 0.4 - 0.4

and is to be considered base funding for the ([HB2 (10.8) - (10.8)

preparation of the 2019 biennial budget. Total $15.7 $336.7 $352.3

In addition to the general fund savings of $10.8 million in HB 2 for FY 2017 Medicaid savings, SB 418
further directs the Office of Budget and Program Planning to capture additional savings in HB 2
appropriations due to implementation of SB 405.

LEGISLATIVE INTERIM STUDIES

The 64™ Legislature adopted legislation for interim studies or review. Two joint resolutions, HJ 8 and
HJ 27, are assigned to the Legislative Finance Committee to study statutory appropriations and three
bills HB 627, SB 128 and SB 224 require the direct involvement of the Legislative Fiscal Division staff.

Legislation Requesting or Requiring Studies - Impacts to Fiscal Staff
HJ 8 Study of long-term funding options for Montana Law Enforcement Academy
HJ 27 Joint resolution for Interim study of statutory appropriations
HB 627 Task force to study the office of public defender
SB 128 Establish decennial school funding study
SB 224 Create a commission to study criminal justice system

HJ 8: Law Enforcement Academy

HJ 8 was assigned by Legislative Council to the Legislative Finance Committee. The bill directs a
study of long-term funding options for the Montana Law Enforcement Academy and review of the
current state and future of the operations and campus needs. The bill directs that the study involve the
participation of state, county, city and tribal law enforcement and public safety officials, Department of
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Justice, Department of Corrections, the Montana Association of Counties, the Montana League of
Cities and Towns, and other interested parties.

HJ 27: Joint resolution for interim study of statutory appropriations

HJ 27 directs the Legislative Finance Committee to study statutory appropriations, including the
definitions and establishment of them, identifying ones that do not meet the conditions set forth in 17-
1-508(2), MCA, determining the successfulness of funding programs with statutory appropriations
compared with HB 2, and identifying or recommending any potential future legislation.

HB 627: Task force to study the Office of Public Defender

HB 627 requires the development of a long-term organizational plan for the Office of Public Defender.
The fiscal analyst assigned to the Office of Public Defender will monitor the task force study and
provide reports to the Legislative Finance Committee.

SB 128: Establish decennial school funding study

SB 128 establishes a commission to undertake a study of school funding. The commission will be
formed during the 2015-2016 interim to conduct a study of the educational needs and costs related to
the basic system of free, quality public elementary and secondary schools and if necessary
recommend to the legislature changes to the school funding formula. The fiscal analyst assigned to K-
12 funding will monitor this study and provide reports to the Legislative Finance Committee.

SB 224: Create a commission to study criminal justice system

SB 224 establishes a commission to undertake a study of the criminal justice system. The
commission will be comprised of four legislators, plus members of the public. The fiscal analyst
assigned to the Department of Corrections will monitor the activities of the commission and provide
updates to the Legislative Finance Committee as needed.

SB 405: Montana Health and Economic Livelihood Partnership (HELP) Act

An oversight committee was established by the legislature to monitor and report on the
implementation of SB 405. The fiscal analysts assigned to the Department of Health and Human
Services will track the actions of the oversight committee and report to the Legislative Finance
Committee.

SB 418: Providing legislative policy on mental health investments

As provided for in SB 418, the Child and Families Interim Committee will review the legislative mental
health investments adopted in the 2015 session. The fiscal analyst assigned to the Department of
Health and Human Services will monitor the activities of the interim committee and provide reports to
the Legislative Finance Committee.

References

HJ 8: http://leq.mt.gov/bills/2015/billpdf/HJ0008.pdf
HJ 27: http://leg.mt.gov/bills/2015/billpdf/HI0027.pdf
HB 627: http://leg.mt.qov/bills/2015/billpdf/HB0627.pdf
SB 128: http://leg.mt.qov/bills/2015/billpdf/SB0128.pdf
SB 224: http://leg.mt.qov/bills/2015/billpdf/SB0224.pdf
SB 405: http://leg.mt.gov/bills/2015/billpdf/SB0405.pdf
SB 418: http://leg.mt.gov/bills/2015/billpdf/SB0418.pdf
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