Definition of Terms

Agency Description

The mission of the Legislature is to exercise the legislative power of state government vested in the Legislature by The
Constitution of the State of Montana -Article V. The mission of the Legislative Branch (the consolidated legislative
agency as defined in 5-2-503, MCA) is to provide the administrative structure to support the accomplishment of the mis-
sion of the Legislature.

Below is an organizational chart of the branch, including full-time employee (FTE) numbers and the HB 2 base general
fund appropriations and the total of all funds. Unless otherwise noted, all phone extensions are preceded by (406) 444.

1104 Legislature
State Senate and
House of Representatives
Total FTE — 134.97
Total General Fund - $10,271,712
Total All Funds - $12,424,483

Legislative Council

Legislative Finance Committee

Legislative Audit Committee

20 & 21 Legislative Services
Susan Fox x3064
FTE - 59.97
General Fund - $6,475,639
All Funds - $7,262,472

27 Fiscal Analysis & Review
Amy Carlson x2986
FTE - 20.50
General Fund - $1,739,009
All Funds - $1,739,009

28 Audit & Examination
Tori Hunthausen x3122
FTE - 54.50
General Fund - $2,057,064
All Funds - $3,423,002
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How Services are Provided

The Legislative Branch consists of the:
e Senate - with 17 committees
¢ House of Representatives - with 16 committees
e Legislative Services Division
e Legislative Fiscal Division
e Legislative Audit Division

The Senate and the House and their supporting divisions enact the laws of the state and fund and monitor all of the func-
tions of state government. The Branch also includes 12 interim and administrative committees. The primary statutory
references defining duties and responsibilities of the Branch are found in Title 5, MCA and Article V, Section 10(4),
Montana Constitution.

Sources of Spending Authority

Legislative Branch - All Authority - FY 2012

HB2 ;
$12,424,483;
87.5%

Other ;
$1,427,626 j— |
10.1%

Statutory ; /
$341,039;2.4%

The above chart shows the sources of authority for the Legislative Branch . The branch received 87.5% of its spending
authority from HB 2 in FY 2012. Of the 2.4% of statutory spending authority, 61.0% is expended from the Legislative
Branch Information Technology Reserve Fund, which is funded through unexpended authority from the feed bill. The
remaining 39% were expenditures from the Legislative Branch Retirement Reserve. The other 10.1% are legislative
appropriations (sometimes called cat and dog bills) including expenditures from HB 1 (the feed bill — 96.8%), HB 642
(the Efficiency in Government Select Committee - 2.6% of other authority), and HB 602, which provided authority for
an exempt water well study.
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Expenditures

The next chart explains how the HB2 authority is spent.

Legislative Branch - HB2 Only - FY 2012

Equipment &
Intangible Assets; m——
$60,495; 0%

Disclaimer: These charts match the agency charts found in the 2015 Budget Analysis, but may include some slight
rounding errors.

Funding

The following chart shows the agency’s HB2 funding authority by fund type.

Legislative Branch - HB2 Only Funding - FY 2012

General Fund;
$10,271,713;
82.7%

State Special;
$2,152,771;
17.3%
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Funding

The following chart shows the agency’s and all sources of its total funding authority.

Legislative Branch - Total Funding - FY 2012

General Fund;
$11,699,339;
82.4%

—

State Special;—
$2,493,809;
17.6%

The Legislative Branch is funded primarily with general fund. State special revenues support the costs associated with
the state broadcasting service (TVMT); the preparation, publication, distribution of the Montana Codes Annotated; and a
portion of the audits conducted by the Legislative Audit Division.

How the 2013 Legislature Can Effect Change

In order to change expenditure levels and/or activity, the legislature might address laws:

e Governing how the Legislative Branch and its divisions conduct business and respond to legislative re-

quests

e Governing length and frequency of legislative sessions, the number of committees and/or legislative mem-
bership size, and the number of bills per session

e Addressing the policy related to “Triggers” that create the need for special legislative sessions

e Impacting policy related to the interim committees and interim studies

Major Cost Drivers

Drivers 2002 2012 Significance of Data
Number of Bill Draft Requests 1,732 2,218 [llustrates growth in workload
(2001 session) (2011 session)
Total FTE 125.27 135.14 The number of staff is representative of
workload growth

Other less quantifiable reasons for growth in the Legislative Branch budget include the costs of information technolo-
gy upgrades and modernization, legal support services, and audio/video production.
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Funding/Expenditure History

Legislative Branch - Authority Used to Establish the Budget Base
14,000,000
12,000,000
10,000,000
8,000,000
6,000,000
4,000,000
2,000,000
= General Fund 9,389,307 10,671,266 10,777,539 10,271,713
B State Special 2,188,015 2,363,535 2,273,952 2,152,771
B Federal Special
® Expendable Trust
Total $11,577,321 $13,034,801 $13,051,490 $12,424,483

The table above shows historical changes in the agency’s base budget authority. Major reasons for change are:

Expansion of broadcasting of legislative sessions and interim committee activities (2011 biennium)
Addition of 4.00 FTE for increased staffing needs and 1.00 FTE for systems analysis (2011 biennium)
Vacancy savings equal to the costs of 6.00 FTE (2012)

Committee budget reductions (2012)

Major Legislative Changes in the Last Ten Years

Major Changes in the Last 10 Years :

2011-TVMT was expanded to include additional statewide channels and expanded satellite transmission

2007- Employees of the legislative branch were moved to the broadband classification plan and audio
minutes adopted as the official record of the committees

2005-The school funding lawsuit provided for bicentennial interim committee analysis of the school funding
formula

2003-67% of lobbyist’s fees are dedicated to support TVMT
2001-TVMT was implemented in 2001 in HB 144. Since that time the budget for TVMT has become a base
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SUMMARY

Agency Budget Comparison
The following table summarizes the total executive budget for the agency by year, type of expenditure, and source of

funding.
Agency Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 134.97 140.14 134.97 140.14 140.14 140.14 0.00 0.00%
Personal Services 9,656,006 11,214,831 10,615,555 10,710,158 20,870,837 21,325,713 454,876 2.18%
Operating Expenses 2,707,982 3,305,252 3,757,535 3,526,011 6,013,234 7,283,546 1,270,312 21.13%
Equipment & Intangible Assets 60,495 89,505 75,000 50,000 150,000 125,000 (25,000) (16.67%)
Transfers 0 0 0 0 0 0 0 nla
Total Costs $12,424,483 $14,609,588 $14,448,090 $14,286,169  $27,034,071  $28,734,259 $1,700,188 6.29%
General Fund 10,271,712 12,309,086 11,883,974 12,238,304 22,580,798 24,122,278 1,541,480 6.83%
State Special 2,152,771 2,300,502 2,564,116 2,047,865 4,453,273 4,611,981 158,708 3.56%
Total Funds $12,424,483 $14,609,588 $14,448,090 $14,286,169  $27,034,071  $28,734,259 $1,700,188 6.29%

Mission Statement

The mission of the Legislature is to exercise the legislative power of state government vested in the Legislature by The
Constitution of the State of Montana. The mission of the Legislative Branch, i.e., the consolidated legislative agency, is to
provide the administrative structure to support accomplishment of the mission of the Legislature.

There is additional, more detailed information about the department in the agency profile. For additional information,
please refer to the agency profile.

Agency Highlights

Legislative Branch
Major Budget Highlights

+ Operating expenses would increase due to:
e Present law requests of $927,544 for cyclical adjustments related to
the 2015 Legislative Session
e Information technology cost increases of $225,000
e A new proposal to continue enhancements of Television MT,
$275,000
+ Personal service increases are primarily due to:
e Present law adjustments in the Legislative Audit Division related to
significant vacancies in FY 2012
e A new proposal of $173,468 that would bring branch-wide staff up
to 87.0% of market pay, in line with the executive branch
+ All appropriations of the branch are biennial

LFD Budget Analysis

2015 Biennium
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Program Discussion

Agency Personal Services

The Legislative Branch utilizes a pay philosophy that employs career ladders and in some cases merit pay. The
philosophy will remain the same, although promotion increases may not be awarded if it results in a division exceeding its
approved budget. Some pertinent attributes of personal services in the branch include:

0 The legislature directed the agency to leave sufficient positions open to achieve a 2% vacancy savings. When
comparing budgeted to utilized hours, the actual rate was 9.7% for the branch compared to the directed 2%. No
vacancy savings rate is applied in the 2015 biennium

0 No general pay increases were provided in the 2013 biennium

0 The Legislative Branch typically hires at entry level; however, the Legislative Audit Division hires positions at
95% of the 2012 market to contend with competing industry

0 The branch has 60 staff, 32.6% of total staff, eligible for either early or regular retirement as of July 31, 2012

Common Decision Packages
The following proposals have common decision packages in several programs across the agency.

All divisions of the Legislative Branch make requests for cyclical adjustments. The adjustments are typically needed
because costs of operations for the legislative session do not fall in the base year. As seen in the figure below, the total
cyclical adjustments are $927,544 and make up 46.0% of the “other present law adjustments”.

Legislative Branch
Cyclical Adjustments for the 2015 Biennium
FY 2014 FY 2015

Decision 2015
Package General  State Federal General State Federal Biennium

Division Number  Fund Special  Special Total Fund Special ~ Special Total Total
20 - Legislative Services DP 20001 $448210 $47,709 $0 $495919 $496,034 ($275,652) $0 $220,382 $716,301
21 - Committees and Activities DP 21001 60,917 0 0 60917 53826 0 0 53826 114,743
27 - Legislative Fiscal DP 27001 0 0 0 0 45,00 0 0 45000 45,000
28 - Legislative Audit DP 28001 18900 12,600 0 31500 5,300 14,700 0 20000 51500
Total $528,027  $60,309 $0 $588,336 $600,160 ($260,952) $0 $339,208 $927,544

5% Reduction Plan

Statute requires that agencies submit plans to reduce general fund and certain state special revenue funds by 5%. The
Legislative Branch has provided recommendations that amount to $1.2 million. A summary of the entire 2015 biennium
5% plan submitted for this agency is in the appendix.

IT Systems

State agencies have identified information technology (IT) systems that are critical to the state as a whole or to the agency.
Further, state agencies have assessed the age of the systems to establish whether the system is:

0 New

o Emerging
0 Mature

o0 Declining
0 Obsolete

The Legislative Finance Committee recommended that House Appropriations and Senate Finance and Claims Committee
leadership direct the Long Range Planning Subcommittee to meet jointly with each of the appropriate joint appropriations
subcommittees to discuss priorities related to critical IT systems, and that state agencies be prepared to discuss:

o0 Current plans to address obsolescence

LFD Budget Analysis A-2 2015 Biennium
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0 Costs to replace the system
0 Costs of maintaining the current system
0 Risks associated with both retaining the current system and replacing the system

LFD staff will be prepared to discuss issues related to those systems that have been determined to be either critical to the
state as a whole or to the agency and either declining or obsolete. Issues include security, continuity of operations, and
funding.

Agency Goals and Objectives
Goals and objectives for the agency can be found in the appendix.

Funding
The following table shows agency funding by source of authority, as proposed by the executive. Funding for each
program is discussed in detail in the individual program narratives that follow.

Total Legislative Branch Funding by Source of Authority
2015 Biennium Budget
Non-
Budgeted Statutory Total All % Total
Funds HB 2 Proprietary Appropriation  Sources All Funds
General Fund $24,122,278 $0 $0  $24,122,278 83.9%
State Special Total 4,611,981 - - 4,611,981 16.1%
Federal Special Total - - - - 0.0%
Proprietary Total - - - - 0.0%
Current Unrestricted - - - - 0.0%
Other Total - - - - 0.0%
Total All Funds $28,734,259 $0 $0  $28,734,259
Percent - Total All Sources 100.0% 0.0% 0.0%

The Legislative Branch is mainly funded with general fund. State special revenues support the costs associated with the
state broadcasting service (TVMT); the preparation, publication, distribution of the Montana Codes Annotated; and the
activities of the Legislative Audit Division.

While not shown in the table above, the Legislative Branch has statutory appropriation authority for the following:

1) Legislative Branch reserve account is any portion of unexpended and unencumbered money included in the “feed
bill” and remaining carry forward appropriations for the divisions. The funds may be used for major Legislative
Branch information technology projects including hardware, software, and consultant services for new initiatives
and replacement and upgrading of existing systems. In the 2013 biennium, to the time of this writing, a total of
$272,205 had been expended.

2) The retirement reserve account was a one-time-only appropriation of $400,000 approved by the 2007 Legislature
for retirement payouts. A total of $133,004 was expended in FY 2012, and the fund has been fully expended.

3) All money for audits transferred to the legislative auditor must be deposited in a state special revenue fund in the
state treasury to the credit of the Office of the Legislative Auditor. The money deposited in excess of general and
pay plan appropriations is derived from higher than estimated audit revenues and may be used to pay expenses
incurred in auditing state agencies based on an approved operating plan. No funds have been expended through
this appropriation since FY 2008.

LFD Budget Analysis A-3 2015 Biennium
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Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category

General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 10,271,712 10,271,712 20,543,424 85.16% 12,424,483 12,424,483 24,848,966 86.48%
Statewide PL Adjustments 736,657 1,041,525 1,778,182 7.37% 1,106,033 1,215,886 2,321,919 8.08%
Other PL Adjustments 530,282 596,922 1,127,204 4.67% 572,251 317,655 889,906 3.10%
New Proposals 345,323 328,145 673,468 2.79% 345,323 328,145 673,468 2.34%
Total Budget $11,883,974  $12,238,304 $24,122,278 $14,448,090 $14,286,169 $28,734,259

LFD Budget Analysis A-4 2015 Biennium
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of
funding.

Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 59.00 64.17 59.00 64.17 64.17 64.17 0.00 0.00%
Personal Services 4,591,142 5,029,041 4,867,717 4,993,564 9,620,183 9,861,281 241,098 2.51%
Operating Expenses 2,040,402 2,551,849 2,943,627 2,758,800 4,592,251 5,702,427 1,110,176 24.17%
Equipment & Intangible Assets 60,495 89,505 75,000 50,000 150,000 125,000 (25,000) (16.67%)
Transfers 0 0 0 0 0 0 0 nla
Total Costs $6,692,039 $7,670,395 $7,886,344 $7,802,364  $14,362,434  $15,688,708 $1,326,274 9.23%
General Fund 5,905,206 7,308,112 7,001,417 7,437,071 13,213,318 14,438,488 1,225,170 9.27%
State Special 786,833 362,283 884,927 365,293 1,149,116 1,250,220 101,104 8.80%
Total Funds $6,692,039 $7,670,395 $7,886,344 $7,802,364  $14,362,434  $15,688,708 $1,326,274 9.23%

Program Description

The Legislative Services Division provides objective research, reference, legal, technical, information technology, and
business services to the House, Senate, and other divisions of the Legislative Branch. Division services include: 1) bill
and amendment drafting, preparation of bills for introduction, and engrossing and enrolling bills; 2) publication of
legislative documents of record; 3) provision of legislative research and reference services; 4) legal counseling on
legislative matters and agency legal support; 5) personnel and business services; 6) planning, installation, and
maintenance of agency information technology; 7) legislative committee staffing and support; 8) preparation, publication,
and distribution of the Montana Code Annotated text and annotations; 9) review of the text of proposed ballot measures;
10) broadcasting of state government and public policy events; and 11) provision of legislative information to the public.
The Legislative Council provides policy guidance to the Legislative Services Division.

Program Highlights

Legislative Services Division
Major Budget Highlights

¢ The budget would increase primarily due to present law adjustments, which
include:
e Cyclical operational adjustments for session related costs
e Increased information technology costs and maintenance for the
LAWS system
e Funding for participation in subscription services for Federal Funds
Information for the States
¢ New proposals for technology upgrades and market pay adjustments are
requested
¢ The budget would include a net reduction in the cyclical costs of production
of the Montana Code Annotated

LFD Budget Analysis A-5 2015 Biennium
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Funding
The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.
Non-
Budgeted Statutory Total % Total MCA Statutory
Funds HB2 Proprietary Appropriation All Sources AllFunds Reference Category
General Fund $14,438,488 $0 $0  $14,438,488 92.0%
State Special Total $1,250,220 $0 $0 $1,250,220 8.0%
02800 Reimbursable Activities $1,173,695 $0 $0 $1,173,695 7.5%
02985 State Government Broadcasting $76,525 $0 $0 $76,525 0.5%
Total All Funds $15,688,708 $0 $0  $15,688,708 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%

The Legislative Services Division is mainly funded by general fund. State special revenue funding supports the costs
associated with the state broadcasting service (TVMT) and the preparation, publication, and distribution of the Montana
Codes Annotated.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 5,905,206 5,905,206 11,810,412 81.80% 6,692,039 6,692,039 13,384,078 85.31%
Statewide PL Adjustments 292,678 697,686 990,364 6.86% 343,063 551,798 894,861 5.70%
Other PL Adjustments 458,210 506,034 964,244 6.68% 505,919 230,382 736,301 4.69%
New Proposals 345,323 328,145 673,468 4.66% 345,323 328,145 673,468 4.29%
Total Budget $7,001,417 $7,437,071  $14,438,488 $7,886,344 $7,802,364  $15,688,708

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

LFD Budget Analysis A-6 2015 Biennium
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IPresent Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
Personal Services 218,752 286,777
Inflation/Deflation 265 483
Fixed Costs 124,046 264,538

Total Statewide Present Law Adjustments
$292,678 $50,385 $0 $343,063 $697,686 ($145,888) $0 $551,798

DP 20001 - LSD Cyclical & Operational Adjustments

0.00 448,210 47,709 0 495,919 0.00 496,034 (275,652) 0 220,382
DP 20002 - Leg Branch FFIS Professional Resources
0.00 10,000 0 0 10,000 0.00 10,000 0 0 10,000

Total Other Present Law Adjustments
0.00 $458,210 $47,709 $0 $505,919 0.00 $506,034 ($275,652) $0 $230,382

Grand Total All Present Law Adjustments
0.00 $750,888 $98,094 $0 $848,982 0.00  $1,203,720 ($421,540) $0 $782,180

DP 20001 - LSD Cyclical & Operational Adjustments - This proposal addresses increases related to several functions:

0 Contracted services to produce, broadcast, and stream the legislature during session and the interim (TVMT), a
general fund increase of $120,342

0 Increased costs to print the Montana Codes Annotated (all state special revenue) in FY 2011 of $35,000, with a
reduction in FY 2013 of $318,712 related to the production and publication of the Codes.

0 Increased costs related to supporting the legislative session in the second year of the biennium. Such costs
include temporary staff support of House and Senate secretaries, contracted services for support of the LAWS
system, session network buildup, and computer-related assistance to legislators. This biennium differs from
previous biennia as increases in ITSD rates and costs to address IT related projects that have been deferred offset
the impact of cyclical costs. The biennial general fund adjustment related to all other division operations is a
reduction of $13,396

DP 20002 - Leg Branch FFIS Professional Resources - This proposal adds budget authority for participation in
subscription services for Federal Funds Information for the States. This subscription provides up-to-date information
regarding the status of federal funding, grants, and other research material not available elsewhere. Services would be
managed through the Legislative Reference Center for the Branch.

New Proposals

New Proposals
Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 20003 - LSD Television MT Phase Il OTO
20 0.00 175,000 0 0 175,000 0.00 100,000 0 0 100,000
DP 20004 - LSD Info Technology Upgrade, Replacements OTO
20 0.00 112,500 0 0 112,500 0.00 112,500 0 0 112,500
DP 20005 - Leg. Branch Discretionary Market Adjustments
20 0.00 57,823 0 0 57,823 0.00 115,645 0 0 115,645
Total 0.00 $345,323 $0 $0 $345,323 0.00 $328,145 $0 $0 $328,145

LFD Budget Analysis A-7 2015 Biennium
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DP 20003 - LSD Television MT Phase Il OTO - TVMT Phase Il would provide for replacement, upgrade, and
maintenance of Television MT infrastructure to allow the Media Center to complete a high-definition upgrade as time
and budget allow. Phase | (completed in October, 2012) began the replacement and upgrade of 11-year old equipment in
the Senate, a compatible workstation, and one House committee room. This Phase Il infrastructure upgrade would allow
the future support and replacement of new high-definition workstations and cameras as necessary.

DP 20004 - LSD Info Technology Upgrade, Replacements OTO - This new proposal covers costs for hardware and
software replacement, training, and consulting and professional services in information technology for the Legislative
Branch, including maintenance of the LAWS system, that have been deferred and are not expected to be recurring costs.

DP 20005 - Leg. Branch Discretionary Market Adjustments - This new proposal is designed to raise the average target
market ratio of the Legislative Branch employees equal to that of the Executive Branch (87%) at the end of FY 2012,
assuming that the negotiated pay raise (in HB13) passes. These funds would be used by the division managers to work
toward achieving target market ratios for employees who are significantly below entry or market and who have
acceptable performance appraisals. The total cost of the proposal for the Legislative Branch is $173,468, all general fund.
The funds would be attached to Program 20, Legislative Services Division, for administrative purposes, to be distributed
between the divisions as necessary in FY 2014 and FY 2015.

LFD Budget Analysis A-8 2015 Biennium
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21-LEGIS. COMMITTEES & ACTIVITIES

Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of

funding.
[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 0.97 0.97 0.97 0.97 0.97 0.97 0.00 0.00%
Personal Services 93,257 80,661 97,264 67,221 173,918 164,485 (9,433) (5.42%)
Operating Expenses 477,176 450,736 585,892 506,003 927,912 1,091,895 163,983 17.67%
Transfers 0 0 0 0 0 0 0 n/a
Total Costs $570,433 $531,397 $683,156 $573,224 $1,101,830 $1,256,380 $154,550 14.03%
General Fund 570,433 531,397 683,156 573,224 1,101,830 1,256,380 154,550 14.03%
Total Funds $570,433 $531,397 $683,156 $573,224 $1,101,830 $1,256,380 $154,550 14.03%

Program Description

The Legislative Committees and Activities Program supports the activities of standing and interim legislative committees

that are conducted during the interim between legislative sessions.

Program expenditures support: 1) interim study

activities as defined in 5-5-202 through 5-5-217, MCA; 2) cooperative interstate, international and intergovernmental
activities as outlined in 5-11-303 through 5-11-305, MCA; and 3) other legislative activities for which appropriations are

made.

Program Highlights

Legislative Committees & Activities
Major Budget Highlights

¢ The budget would increase from the 2013 biennium primarily due to present
law adjustments, which include an increase in costs for the emerging issues
discretionary fund

¢ Increases are offset with a reduction of base costs associated with the
completion of work by the Districting and Apportionment Commission

Funding

The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.

Total Legislative Branch Funding by Source of Authority
2015 Biennium Budget - Legis. Committees & Activities

Non-

Budzr;ted Statutory Total % Total MCA Statutory
Funds HB 2 Proprietary Appropriation All Sources AllFunds Reference Category
General Fund $1,256,380 $0 $0  $1,256,380 100.0%
Total All Funds $1,256,380 $0 $0  $1,256,380 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%

Legislative Committees and Activities are entirely funded with general fund.

LFD Budget Analysis
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Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 570,433 570,433 1,140,866 90.81% 570,433 570,433 1,140,866 90.81%
Statewide PL Adjustments 38,181 (60,120) (21,939) (1.75%) 38,181 (60,120) (21,939) (1.75%)
Other PL Adjustments 74,542 62,911 137,453 10.94% 74,542 62,911 137,453 10.94%
New Proposals 0 0 0 0.00% 0 0 0 0.00%
Total Budget $683,156 $573,224 $1,256,380 $683,156 $573,224 $1,256,380

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 38,192 (60,222)
Inflation/Deflation (11) 102

Total Statewide Present Law Adjustments
$38,181 $0 $0 $38,181 ($60,120) $0 $0 ($60,120)

DP 21001 - Interim Comm, Activities Cyclical & Operational

0.00 60,917 0 0 60,917 0.00 53,826 0 0 53,826
DP 21002 - Interim Committees Additional Meetings
0.00 13,625 0 0 13,625 0.00 9,085 0 0 9,085

Total Other Present Law Adjustments
0.00 $74,542 $0 $0 $74,542 0.00 $62,911 $0 $0 $62,911

Grand Total All Present Law Adjustments
0.00 $112,723 $0 $0 $112,723 0.00 $2,791 $0 $0 $2,791

DP 21001 - Interim Comm, Activities Cyclical & Operational - Adjustments from base include: re-establishment of the
Legislative Council’s discretionary fund of $45,000 for emerging issues that was not expended in the base year; cyclical
adjustment for travel related to participation in organizational activities not expended in the base year (NCSL, CSG,
etc.); rate adjustment for increase in personal car mileage; increase in cost of organizational dues above base
expenditures; and a decrease of $60,599 for the Districting & Apportionment Commission which completed its decennial
work at the end of FY2013.

DP 21002 - Interim Committees Additional Meetings - This proposal includes personal services and operational costs
related to adjustments of certain interim committee work schedules as each committee deems necessary. The total
increase is $22,710 in general fund.

LFD Budget Analysis A-10 2015 Biennium
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of

funding.

[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 20.50 20.50 20.50 20.50 20.50 20.50 0.00 0.00%
Personal Services 1,700,358 1,738,464 1,805,868 1,803,141 3,438,822 3,609,009 170,187 4.95%
Operating Expenses 38,651 79,699 43,064 87,140 118,350 130,204 11,854 10.02%
Transfers 0 0 0 0 0 0 0 n/a
Total Costs $1,739,009 $1,818,163 $1,848,932 $1,890,281 $3,557,172 $3,739,213 $182,041 5.12%
General Fund 1,739,009 1,818,163 1,848,932 1,890,281 3,557,172 3,739,213 182,041 5.12%
State Special 0 0 0 0 0 0 0 n/a
Total Funds $1,739,009 $1,818,163 $1,848,932 $1,890,281 $3,557,172 $3,739,213 $182,041 5.12%

Program Description

The Legislative Fiscal Division provides the legislature with objective fiscal information and analysis relevant to
Montana public policy and budget determination. Division services include: 1) fiscal analysis of state government and
the furnishing of information bearing upon the financial matters of the state; 2) identification of ways to effect economy
and efficiency in state government; 3) estimation of revenue and analysis of tax policy; 4) analysis of the executive
budget; 5) compiling and analyzing fiscal information for legislators and legislative committees; and 6) staffing and
support for legislative committees, including the preparation and processing of the appropriation bills for the legislative,

judicial, and executive agencies.

Division.

Program Highlights

Fiscal Analysis & Review
Major Budget Highlights

¢ The increase in the budget would result primarily from:
e Present law adjustments to personal services resulting from
reclassification of 1.50 FTE and career ladder pay increases for 2.50
FTE, and elimination of vacancy savings
e A request to increase travel funds for members of the interim
Legislative Finance Committee
e Cyclical adjustments for session costs

LFD Budget Analysis
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Funding

The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.

Total Legislative Branch Funding by Source of Authority
2015 Biennium Budget - Fiscal Analysis & Review

Non-
BudZZted Statutory Total % Total MCA Statutory
Funds HB 2 Proprietary Appropriation All Sources AllFunds Reference Category
Ceneral Fund $3,739,213 $0 $0  $3,739,213 100.0%
Total All Funds $3,739,213 $0 $0  $3,739,213 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%

The division is funded entirely with general fund.

Budget Summary by Category

The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 1,739,009 1,739,009 3,478,018 93.01% 1,739,009 1,739,009 3,478,018 93.01%
Statewide PL Adjustments 105,966 103,303 209,269 5.60% 105,966 103,303 209,269 5.60%
Other PL Adjustments 3,957 47,969 51,926 1.39% 3,957 47,969 51,926 1.39%
New Proposals 0 0 0 0.00% 0 0 0 0.00%
Total Budget $1,848,932 $1,890,281 $3,739,213 $1,848,932 $1,890,281 $3,739,213

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative

descriptions.

LFD Budget Analysis
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[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
Personal Services 105,510 102,783
Inflation/Deflation (22) 20
Fixed Costs 478 500

Total Statewide Present Law Adjustments

$105,966 $0 $0 $105,966 $103,303 $0 $0 $103,303
DP 27001 - LFD Cyclical Operations
0.00 0 0 0 0 0.00 45,000 0 0 45,000
DP 27002 - Legislative Finance Committee - Travel
0.00 3,957 0 0 3,957 0.00 2,969 0 0 2,969

Total Other Present Law Adjustments
0.00 $3,957 $0 $0 $3,957 0.00 $47,969 $0 $0 $47,969

Grand Total All Present Law Adjustments
0.00 $109,923 $0 $0 $109,923 0.00 $151,272 $0 $0 $151,272

DP 27001 - LFD Cyclical Operations - This proposal increases the FY 2015 budget by $45,000 general fund in the
categories of printing, photocopy, and other office operations due to cyclical legislative session costs that are not
captured in the base year. This is the same amount approved in the previous two biennia, and is not an increase when
comparing biennium to biennium.

DP 27002 - Legislative Finance Committee - Travel - This proposal increases the travel budget of the Legislative
Finance Committee to account for a wider geographical disbursement of members. During the 2013 biennium, members
were not geographically disbursed, resulting in lower than normal travel costs. In addition, this decision package would
provide additional funds to hold committee or subcommittee meetings outside of Helena.

LFD Budget Analysis A-13 2015 Biennium
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28-AUDIT & EXAMINATION

Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of

funding.
[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 54.50 54.50 54.50 54.50 54.50 54.50 0.00 0.00%
Personal Services 3,271,249 4,366,665 3,844,706 3,846,232 7,637,914 7,690,938 53,024 0.69%
Operating Expenses 151,753 222,968 184,952 174,068 374,721 359,020 (15,701) (4.19%)
Transfers 0 0 0 0 0 0 0 n/a
Total Costs $3,423,002 $4,589,633 $4,029,658 $4,020,300 $8,012,635 $8,049,958 $37,323 0.47%
General Fund 2,057,064 2,651,414 2,350,469 2,337,728 4,708,478 4,688,197 (20,281) (0.43%)
State Special 1,365,938 1,938,219 1,679,189 1,682,572 3,304,157 3,361,761 57,604 1.74%
Total Funds $3,423,002 $4,589,633 $4,029,658 $4,020,300 $8,012,635 $8,049,958 $37,323 0.47%

Program Description

The Legislative Audit Division conducts independent audits and provides factual and objective information to the
legislative and executive managers of the public trust. Division services include: 1) conducting and reporting of biennial
financial-compliance audits, performance audits, information systems audits, and special audits of state agency
operations; 2) reporting of violation of penal statutes, instances of misfeasance, malfeasance, or nonfeasance, and
shortages discovered in an audit that are covered by surety; 3) auditing records of entities under contract with the state;
and 4) assisting the legislature, its committees, and its members by providing information related to the fiscal affairs of
state government. The Legislative Auditor consults with the Legislative Audit Committee.

Program Highlights

Audit & Examination Division
Major Budget Highlights

¢ The total budget request is unchanged from the 2013 budget
¢ The Audit and Examination Division has experienced challenges in staff
retention

Program Discussion

The Legislative Audit Division (LAD) experienced an higher than average rate of turnover in the base year, with a
vacancy rate, based on position usage, of 19.1% in FY 2012. The division notes a turnover of 14 audit positions in FY
2012 for the following reasons:

0 2.00 FTE left for reasons of retirements

0 8.00 FTE left for executive branch management positions with salary increases ranging from 21-42%

0 3.00 FTE left to private CPA firms for pay rate reasons

0 LAD continues to actively recruit for the vacant positions

LFD Budget Analysis
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Funding
The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.
Total Legislative Branch Funding by Source of Authority
2015 Biennium Budget - Audit & Examination
Non-
Budgeted  Statutory Total % Total MCA Statutory
Funds HB 2 Proprietary Appropriation All Sources AllFunds Reference Category
Ceneral Fund $4,688,197 $0 $0  $4,688,197 58.2%
State Special Total $3,361,761 $0 $0  $3,361,761 41.8%
02042 Legislative Audit $3,361,761 $0 $0  $3,361,761 41.8%
Total All Funds $8,049,958 $0 $0  $8,049,958 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%

The division is funded with a combination of general fund and state special revenue. The state special revenue funds are
generated through a charge to agencies of a billing rate calculated in accordance with federal regulations for audit
services.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 2,057,064 2,057,064 4,114,128 87.76% 3,423,002 3,423,002 6,846,004 85.04%
Statewide PL Adjustments 299,832 300,656 600,488 12.81% 618,823 620,905 1,239,728 15.40%
Other PL Adjustments (6,427) (19,992) (26,419) (0.56%) (12,167) (23,607) (35,774) (0.44%)
New Proposals 0 0 0 0.00% 0 0 0 0.00%
Total Budget $2,350,469 $2,337,728 $4,688,197 $4,029,658 $4,020,300 $8,049,958

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.
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[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
Personal Services 617,124 618,590
Inflation/Deflation (126) (30)
Fixed Costs 1,825 2,345

Total Statewide Present Law Adjustments
$299,832 $318,991 $0 $618,823 $300,656 $320,249 $0 $620,905

DP 28001 - LAD Cyclical Program Operations

0.00 18,900 12,600 0 31,500 0.00 5,300 14,700 0 20,000
DP 28002 - LAD Personal Services Reduction
0.00 (25,327) (18,340) 0 (43,667) 0.00 (25,292) (18,315) 0 (43,607)

Total Other Present Law Adjustments
0.00 (%6,427) ($5,740) $0 ($12,167) 0.00 ($19,992) ($3,615) $0 ($23,607)

Grand Total All Present Law Adjustments
0.00 $293,405 $313,251 $0 $606,656 0.00 $280,664 $316,634 $0 $597,298

DP 28001 - LAD Cyclical Program Operations - This proposal includes changes from the adjusted base for cyclical costs
associated with a Peer Review required by Governmental Auditing Standards, Legislative Branch audit, auditor travel,
and contract services for the potential use of actuarial expertise on the division’s audits of the retirement systems,
Montana State Fund, and health care benefits.

DP 28002 - LAD Personal Services Reduction - This proposal reduces FTE by 0.75 to reflect a reorganization in the
administrative functions of LAD.

LFD Budget Analysis A-16 2015 Biennium



Total Legislative Branch Funding by Source of Authority

2015 Biennium Budget

Non-
Budgeted Statutory Total % Total
Funds HB 2 Proprietary Appropriation  All Sources  All Funds
General Fund $24,122,278 $0 $0  $24,122,278 83.9%
State Special Total $4,611,981 $0 $0  $4,611,981 16.1%
02042 Legislative Audit $3,361,761 $0 $0  $3,361,761 11.7%
02800 Reimbursable Activities $1,173,695 $0 $0  $1,173,695 4.1%
02985 State Government Broadcasting $76,525 $0 $0 $76,525 0.3%
Total All Funds $28,734,259 $0 $0  $28,734,259 100.0%

Percent - Total All Sources

100.0% 0.0% 0.0%




Program Level Decision Package Detail Report

Page: 1 of 1
Date: 12/4/2012
: LEGISLATIVE BRANCH .
Clapariment: 110 Time: 14.53:28
Version: 2015-1104-B01
Program: 20 - LEGISLATIVE SERVICES DIVISION DP Type: NP DP Status: Not Included
Sub-Program: n/a DP Number: 20008 Bill Number: rJ/a
Reporting Level:n/a
DP Category: None
DP Description: LSD 5% Reduction Plan, 17-7-111, MCA
Request Expenditures
FY14 FY15 Biennium Total 3
61000 Personal Services ($169,620) ($169,358) ($338,978)
First Level Subtotal ($169,620) ($169,358) {$338,978)
62000 Operating Expenses ($164,982) ($165,244) ($330,226)
First Level Subtotal ($164,982) {$165,244) ($330,2286)
Total Request Expenditures {$334,602) ($334,602) ($669,204)
Reguest Fundin Line FY14 FY15 Biennium Total
ltem Funding and Percents Funding and Percents Funding and Percents
01100 General Fund No ($334,602) 100.00% ($334,602) 100.00% ($669,204) 100.00%
Fund Type Subtotal ($334,602) 100.00% {$334,602) 100.00% ($669,204) 100.00%
Total Request Funding {$334,602) ($334,602) ($669,204)

Description and Justification

Unless otherwise allocated across the Branch, the LSD would reduce general fund operations by $330,226 and $338,978 of personal services through imposed vacancy savings
each year of the biennium. This imposed vacancy savings would be an impediment to succession planning. Decreases in operations related to Info Technology would have
Branchwide impact, further delaying the replacement of hardware and software. Other operational reduction include a decrease in contracted services for TVMT and the elimination
of funds for a Federal Funds Information for States biennial subscription.

Montana Budget Analysis and Reporting System User ID: CL0398 R619a



Department: 1104 LEGISLATIVE BRANCH
Version: 2015-1104-B01

Program Level Decision Package Detail Report

Page: 1 0of 1
Date: 12/4/2012
Time; 14:53:51

Program: 21 - LEGIS. COMMITTEES & ACTIVITIES

DP Type: NP

DP Status: Not Included

Sub-Program: n/a

DP Number: 21003

Bill Number: n/a

Reporting Level:n/a

| DF Category: None

DP Description: Interim Comm 5% Reduction Plan, 17-7-111, MCA

Request Expenditures

61000 Personal Services
First Level Subtotal

62000 Operating Expenses
First Level Subtotal

Total Request Expenditures

Request Funding

01100 General Fund
Fund Type Subtotai

Total Request Funding

Description and Justification

FY14

($3,959)
($3,959)

($24,553)
($24,563)
{$28,522)

Line FY14

Item Funding and Percents

No ($28,522) 100.00%
($28,522) 100.00%

($28,522)

EY15 Biennium Total
($2,640) ($6,599)
($2,640) {$6,599)
($25,882) ($50,445)
{$25,882) ($50,445)
($28,522) ($57,044)
FY15 Biennium Total
Funding and Petrcents Funding and Percents
($28,522) 100.00% ($57,044) 100.00%
{$28,522) 100.00% ($57,044) 100.00%
($28,522) {$57,044)

Unless otherwise allocated across the Branch, the interim Commitiees & Activities program would reduce operations by $50,445 and personal services by $6,599. This reduction
includes removing $2,000 from each of 10 interim committee budgets, as well as reducing the Legislative Council's emerging issues fund and general program support by $20,200.
Reducing committee funds places a budgetary restriction on the scope of the committee's work and its ability to fulfill its statutory requirements.

Montana Budget Analysis and Reporting System

User ID: CLO398

R619a




Program Level Decision Package Detail Report

Page: 1 of 1
Date: 12/4/2012
: LEGISLATIVE BRANCH :
Department: 1104 Time: 14:58:13
Version: 2015-1104-801
Program: 27 - FISCALANALYSIS & REVIEW DP Type: NP DP Status: Not Included
Sub-Program: n/a DP Number: 270605 Bill Number: n/a
Reporting Level:n/a
DF Category: None
DP Description: LFD 5% Reduction Plan (17-7-11, MCA)
Request Expenditures
FY1i4 FY15 Biennium Total
61000 Personal Services ($85,390) ($85,390) ($170,780)
First Level Subtotal ($85,390) {$85,390) ($170,780)
62000 Operating Expenses {$1.560) ($1,560) ($3,120)
First Level Subtotal ($1,560) {$1,560) {$3,120)
Total Request Expenditures {$86,950) {$86,950) {$173,900)
Reguest Funding Line FY14 FY15 Biennium Total
Item  Funding and Percents Funding and Percents Funding and Percents
01100 General Fund No ($86,950) 100.00% {$86,950) 100.00% ($173,900) 100.00%
Fund Type Subtotal ($86,950) 100.00% ($86,950) 100.00% ($173,900) 100.00%

Total Request Funding {$86,950) ($86,950)

Description and Justification

($173,900)

Unless otherwise allocated across the branch, the LFD would reduce operations by $1,560 and $85,390 of personal services through imposed vacancy savings or position

elimination each year of the biennium.

Montana Budget Analysis and Reporting System User ID: CL0398
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Program Level Decision Package Detail Report

Page: 1 of 1
Date: 12/4/2012
: LEGISLATIVE BRANCH
Ligpartmsnts 910 Time: 14:58:44
Version: 2015-1104-B01
Program: 28 - AUDIT & EXAMINATION DP Type: NP DP Status: Not Included
Sub-Program: n/a DP Number: 28004 Bill Number: n/a
Reporting Level:n/a
DP Category: None
DP Description: LAD 5% Reduction Plan (17-7-11, MCA)
Request Expenditures
FY14 FY15 Biennium Total ‘
61000 Personal Services {$170,400) ($170,400) ($340,800)
First Level Subtotal ($170,400) ($170,400) {$340,800)
Total Request Expenditures ($170,400) ($170,400) ($340,800) ‘
Request Funding Line FY14 FY15 Biennium Total
ltem  Funding and Percents Funding and Percents Funding and Percents
01100 General Fund No ($98,832) 100.00% ($98,832) 100.00% ($197,664) 58.00%
Fund Type Subtotal {$98,832) 58.00% ($98,832) 58.00% {$197.664) 100.00%
02042 legislative Audit No {$71,568) 100.00% ($71,568) 100.00% ($143,136) 42.00%
Fund Type Subtotal ($71,568) 42.00% ($71,568) 42.00% ($143,136) 100.00%
Total Request Funding ($170,400) ($170,400) ($340,800)

Description and Justification

Unless otherwise allocated across the branch, the LAD would reduce personal services by $170,400 through imposed vacancy savings or position elimination each year of the
biennium.

Montana Budget Analysis and Reporting System User ID: CLO398 R6&19a
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I. Mission of the Legislature and Legislative Branch

The mission of the Legislature is to exercise the legislative power of state government vested in
the Legislature by The Constitution of the State of Montana -Article V. The mission of the
Legislative Branch; i.e., the consolidated legislative agency as defined in 5-2-503, MCA, is to
provide the administrative structure to support the accomplishment of the mission of the
Legislature.

The consolidated Legislative Branch entities include the Senate and the House of
Representatives (which together compose the Legislature), the Legislative Council, the
Legislative Services Division, the Legislative Finance Committee, the Legislative Fiscal
Division, the Legislative Audit Committee, and the Legislative Audit Division.

I1. Description of the Legislative Branch
Montana Senate

The Senate consists of 50 members representing single-member districts composed of two House
districts. Senators are elected for 4-year terms with half the members elected every 2 years. The
Senate serves as an equal partner with the House of Representatives in the consideration of most
matters related to the exercise of the legislative power of the state. The unique functions of the
Senate include confirming gubernatorial appointments and conducting trials of impeachment.

The officers of the Senate are the President, the President pro tempore, the majority and minority
floor leaders, and the majority and minority whips. The President of the Senate is the presiding
officer and budget-approving authority for the Senate.

Montana House of Representatives

The House of Representatives consists of 100 members representing single-member districts.
Representatives are elected to 2-year terms. The House of Representatives serves as an equal
partner with the Senate in the consideration of most matters related to the exercise of the
legislative power of the state. The unique functions of the House of Representatives include the
introduction of appropriations measures and the bringing of impeachment.

The officers of the House of Representatives are the Speaker, the Speaker pro tempore, the
majority and minority floor leaders, and the majority and minority whips. The Speaker of the
House is the presiding officer and the budget-approving authority for the House of
Representatives.



Legislative Services Division

The Legislative Services Division, headed by the Executive Director, works within policy set by
the 12-member bipartisan Legislative Council. The Council is composed of the Speaker of the
House, the President of the Senate, the majority and minority leaders of each house, and four
additional members from each house.

Legislative Services Division employees provide objective and nonpartisan research, reference,
legal, technical, information technology, communications and information, and management and
business support services to the House, Senate, and divisions of the Legislative Branch. Principal
statutory authority for the Division is found in Title 1, chapter 11, and Title 5, chapters 5 and 11,
MCA.

Division services include:

. bill and amendment drafting, preparation of bills for introduction, and the engrossing and
enrolling of bills;

. publication of legislative documents of record;

. provision of legislative research and reference services;

. legal counseling on legislative matters, agency legal support, and support for the
functions of code commissioner;

. review of the text of proposed ballot measures;

. agency business management and human resource services;

. committee services and staffing for standing and select committees, and interim
legislative committees;

. broadcasting of state government and public policy events in accordance with Title 5,
chapter 11, part 11,

. provision of legislative information and communications to the public;

. preparation, publication, and distribution of the Montana Code Annotated text and
annotations; and

. planning, installation, and maintenance of branch information technology resources.

Legislative Fiscal Division

The Legislative Fiscal Division, headed by the Legislative Fiscal Analyst, works within policy
set by the 12-member bipartisan Legislative Finance Committee. The committee is composed of
four members of the House Appropriations Committee, four members of the Senate Finance and
Claims Committee, and two members appointed at large from each house.

Legislative Fiscal Division employees provide the Legislature with objective fiscal information
and analysis relevant to Montana public policy and budget determination. Principal statutory
authority is found in The Legislative Finance Act (Title 5, Chapter 12, MCA).



Division services include:

. fiscal analysis of state government and the furnishing of information bearing upon the
financial matters of the state;

. identification of ways to affect economy and efficiency in state government;

. estimation of revenue and analysis of tax policy;

. analysis of the executive budget;

. compiling and analyzing fiscal information for legislators and legislative committees; and

. staffing and support for legislative committees, including the preparation and processing

of the appropriation bills for the legislative, judicial, and executive agencies.
Legislative Audit Division

The Legislative Audit Division, headed by the Legislative Auditor, works within policy set by
the 12-member bipartisan Legislative Audit Committee.

The mission of the Legislative Audit Division is to provide government leaders and citizens,
through a disciplined approach and an independent and objective manner, reliable information to
improve accountability, efficiency, effectiveness, and compliance and to promote financial and
operational integrity of operations of state agencies, the judicial branch and higher education
institutions.

Article V, Section 10(4) of the 1972 Montana Constitution mandates a legislative post-audit
function.

The Legislative Audit Act (Title 5, Chapter 13, MCA) governs the Legislative Audit Division
and directs that each agency of state government be audited for the purpose of furnishing the
legislature with factual information vital to the discharge of its legislative duties.

I11. Goals and Measurable Objectives

Legislative Services Division

1. Provide the Legislature with effective, high-quality support services within the areas of
responsibility assigned by 5-11-112, MCA.

Objectives:

. The division employs and retains well-qualified professional staff.

. Division services are provided in an objective, non-partisan manner.

. Services are provided collaboratively across legislative divisions whenever the efficient
operation of the Legislative Branch is served.

2. Support effective policy development by the Legislative Council.



Objectives:

3.

A committee strategic planning session is held each interim.

Notice of current and emerging issues is provided to committee members with sufficient
opportunity to formulate well-considered policy.

Information provided is accurate and timely and suggests decision-making options.
Committee policy is incorporated into division budget development.

Support effective and efficient completion of duties assigned to the Code Commissioner

in Title 1, chapter 11, parts 1 and 2, MCA.

Obijectives:

4.

The Montana Code Annotated statute text is codified, indexed, updated, published and
distributed by required deadlines.

Annotations to the code, a legislative review, and additional publications meet defined
requirements.

Support interim activity of the Legislature's interim committees and other statutory and

study committees established by legislative action.

Obijectives:

5.

Committee work plans respond to the statutory responsibilities assigned to the committee
(5-5-215, MCA\) and to required deadlines.

Staff members produce well-researched reports and meeting materials which support
committee work on policy issues.

Public notice of hearings and meetings is provided as required by statute through
electronic postings, electronic and traditional mailings, and scheduling public comment at
each meeting of the committee.

Findings and recommendations of the committee, including issues requiring legislative
action, are clearly expressed in publications and electronic postings.

Accurate records of committee activities and proceedings are maintained and published
to the Legislative Branch website.

Provide information and notices to the public about the Legislature, the legislative

process, state law, and state government.

Obijectives:

The state broadcasting service (TVMT) provides citizen access as required by Title 5,
chapter 11, part 11, MCA, through a public affairs television and internet broadcasting
service.

The Interim newsletter reports legislative activities and is published and distributed each

4



month of the interim between regular legislative sessions.

The workflow of the drafting of legislation through the publication of law is managed by
automated systems and provides user-friendly public access to information throughout
the process.

Information complies with the right-of-participation and the right-to-know requirements
of Article Il and Article V of the Montana Constitution, and Title 5, MCA.

Legislative Services Division, Interim Committees and Activities Program

1.

Support Legislative Council efforts to promote and develop mutually constructive contact

and relations with interstate, international and intergovernmental entities.

Obijectives:

2.

To the extent appropriations are provided for dues and travel expenses, legislators
participate in interstate organizations and conferences with peers.

To the extent appropriations are provided, legislators participate in the formulation of
policy statements of interstate legislative organizations.

To the extent appropriations are provided, legislators participate in activities promoting
cooperation and information exchange between international and intergovernmental
entities.

Accomplish duties assigned to interim committees under Title 5, chapter 5, part 3, MCA.

(Note: staff support of interim committees is provided under the Legislative Services Division
program)

Objectives:

Committee members adopt and follow a work plan, fulfill their statutory duties, including
administrative rule review, conduct interim studies as assigned, monitor the operation of
assigned executive branch agencies, and provide public notice and participation in each
committee meeting.

To the extent appropriations are provided, legislator salaries and expenses and related
costs of conducting interim studies are paid.

Funding is allocated efficiently among committees and activities; funding includes a
reserve for emerging issues of statewide importance.



Legislative Fiscal Division

In order to deliver the best services possible to the Legislature, the Legislative Fiscal Division
has identified the following goals:

1. Smooth Transition as Staff Retire

Obijectives:

. Provide each staff member with at least one item of professional development as
articulated on their individual professional development plan in their performance
appraisal.

. Develop training or cross training plans as part of a transition plan for each retirement-
eligible employee's position.

. Further develop documentation of all processes in the office to maintain continuity.

2. Continual Improvement of Internal Communication

Obijectives:

. Develop tools necessary to fully communicate job expectations and performances so that
a merit based pay system can be in place for the 2017 biennium.

. Develop "tips and tricks" discussion opportunities for staff to learn tools and share ideas.

. Restructure management to have a position responsible for office organization and
communication.

. Repeat the communication project in the 2015 biennium to determine what further steps
need to be taken.

3. Improved Training/Education/Documents for Legislature

Obijectives:

. January educational tools and training provided by the Legislative Fiscal Division will be
surveyed after presentation at the 2013 and 2015 sessions. Survey results will improve.

. The Budget Analysis provided by the Legislative Fiscal Division will be surveyed after
presentation at the 2013 and 2015 sessions. Survey results will improve.

. Continued improvement of the website and the chart of the week or month. The objective
is to increase web hits by 10% from FY 2012 to FY 2014, and from FY 2013 to FY 2015.

. Explore other types of training technologies.

4. Better Relations with Those Outside the Branch



Objectives:

When an agency has an item on the meeting agenda, that agency will receive a personal
invitation from the Legislative Fiscal Analyst to attend the meeting.

Analysts will organize meetings between the Legislative Fiscal Analyst and the
leadership of each agency on an annual basis to build relationships and improve
communication.

Legislative Audit Division

The goal of the Legislative Audit Division is to conduct timely and responsive audits and
analyses while considering the effectiveness of risk management, control, and governance
processes for recommending purposeful change.

Objectives:

Determine whether an audited agency's financial operations, in relation to generally
accepted accounting principles, are properly conducted; the financial reports are
presented fairly; and the agency has complied with applicable laws and regulations;
Determine whether an audited activity, in relation to the principles of proper
management, is accomplishing its purposes and whether those purposes can be achieved
with greater efficiency and economy; and

Determine whether controls exist and are operating to provide assurance over the
accuracy, reliability, and integrity of the financial and management information
processed and reported.

Cl10425 2298sfna.



Definition of Terms

Agency Description

The Montana Consumer Counsel represents Montana’s utility and transportation consuming public in hear-
ings before the Public Service Commission and the state and federal courts and administrative agencies. The
Montana Consumer Counsel is part of the legislative branch and is overseen by the Legislative Consumer
Committee. The primary statutory references defining duties and responsibilities of the department are found
in Article XIII, Section 2, Montana Constitution, Title 5, Chapter 15, and Title 69, Chapters 1 and 2, MCA.

How Services are Provided

The Montana Consumer Counsel provides services through one program and the use of outside consulting
services to bring expertise for regulatory issues as they arise. The Consumer Counsel participates in activi-
ties that will help develop competitive markets in restructured utility industries and monitors proposed legis-
lation and participates in the legislative process before the Montana Legislature and U.S. Congress for Mon-
tana consumers. The Consumer Counsel also represents Montana consumers in:

e Utility and transportation proceedings before the Public Service Commission

e Proceedings before the Federal Energy Regulatory Commission, Federal Communications Com-
mission and other federal administrative agencies

e Appropriate state and federal court proceedings

Montana Legislative Fiscal Division www.leg.mt.gov/css/fiscal
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Sources of Spending Authority

The chart shows the sources of authority for the Montana Consumer Counsel. While not depicted on the
chart, the legislature provided the Consumer Counsel with one off base appropriation, a $250,000 one-time
only annual caseload contingency. The accounting term, off base, refers to one-time only-spending (OTO)
and non-budgeted items. The contingency funds were not expended in FY 2012 and are not depicted on the
chart. For a more detailed description of accounting terminology, please refer to the definition of terms.

Consumer Counsel - All Authority - FY 2012

HB2 $1,094,213
100.0%

Expenditures

The chart below explains how HB 2 authority is spent. Of the total spending authority in FY 2012, 40% is
spent on personal services and 60% on operating expenditures. This chart matches the agency base expendi-
tures found in the Budget Analysis. Therefore, it does not include one-time-only or other funds that are re-

moved from total expenditures to derive the budget base.

Consumer Counsel - HB2 Only - FY 2012

Personal Services
; $434,691;39.7%

Operating
Expenses ;
$659,522;60.3%

LFDA A
www.leg.mt.gov/css/fiscal
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Funding

The following charts show the agency’s HB 2 funding authority, which is also total authority, by fund type
and all sources of funding authority. The Montana Consumer Counsel is fully funded with state special
revenues collected through fees charged to the various public utility and transportation companies operating
in Montana.

Consumer Counsel - HB2 Only Funding - FY 2012

State Special;
$1,094,213;
100.0%

Consumer Counsel - Total Funding - FY 2012

State Special;
$1,094,213;
100.0%

Montana Legislative Fiscal Division www.leg.mt.gov/css/fiscal
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How the 2013 Legislature Can Effect Change

The legislature has the ability to change expenditure levels and/or Consumer Counsel activities through the

following basic elements that drive costs:

e Impact the rates, reporting process, and fees or taxes charged to regulated utilities

e Govern which agency, if any, monitors regulated utilities (through changes to the Constitution)

e (Govern agency participation in regional and/or national issues

Major Cost Drivers

Driver 2002 2012 Significance of Data

Contractor Fees $168.30 | $181.70 | The Consumer Counsel primarily makes use of three
contractors for the analysis of utility cases/issues.
This is a mean average of the three contractors’ hour-
ly costs and is not a weighted average. This factor
influences contracting costs

Calendar Year Dockets Be- 160 94-YTD | As the number of dockets change, so changes the

fore Montana Public Ser- number of cases that the Consumer Counsel is likely

vice Commission to intervene on. (Data includes all dockets of the
PSC regardless of intervention). This factor influ-
ences contracting costs

The table above provides some cost drivers that can indirectly impact the operating costs of the Montana
Consumer Counsel. One inconsistent cost driver for the Montana Consumer Counsel is bankruptcies of pub-
lic utility companies. While public utility bankruptcies happen infrequently, the costs of interceding on be-

half of the public can be significant.

Funding/Expenditure History

Consumer Counsel - Authority Used to Establish the Budget Base
1,400,000

The table shows historical changes in the
agency’s base budget authority. Major rea-

1,200,000

1,000,000
800,000
600,000
400,000
200,000

2009 2010 2011

2012

sons for changes are:
e Number of annual contracts
e Complexity of interventions

Note: The table at left does not include ex-

General Fund

penditures from the Montana Consumer

M State Special 1,147,230 939,249 986,681

1,094,213

Counsel caseload contingency appropriation.

B Federal Special

Expenditures were made from the caseload

u Expendable Trust

contingency appropriation in FY 2009 and

Total $1,147,230 $939,249 $986,681

$1,094,213

FY 2011.

FDAC-

Montana Legislative Fiscal Division
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Major Legislative Changes in the Last Ten Years

e 2007-The Sixtieth Legislature passed SB 448 requiring the Montana Consumer Counsel to per-
form an analysis of the fiscal impacts related to permit applications for new electrical generation
facilities and upgrades under the Montana Major Facility Siting Act. The analysis included an
estimation of how customer rates may have been impacted. Costs of the analysis were paid by
applicants.

e 2003-The Fifty-eighth Legislature passed SB 247 that established a default electricity supply pro-
curement process and changed the regulatory role in resource planning, requiring regulators to
participate in the decision making process “up-front”. The legislation increased the role, as well
as associated costs, of the Montana Consumer Counsel’s representation of ratepayer interests
through the adoption of a preapproval process.

For further information, you may wish to contact the agency at:
Montana Consumer Counsel

111 North Last Chance Gulch, Suite 1B

Helena, MT 59620-1703

phone: (406) 444-2771

web: http://leg.mt.gov/css/Committees/Administration/Consumer%20Counsel/

LFDAAL-
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SUMMARY

Agency Budget Comparison

The following table summarizes the total executive budget for the agency by year, type of expenditure, and source of

funding.
Agency Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 52.00 52.00 56.50 56.50 52.00 56.50 4.50 8.65%
Personal Services 2,934,154 3,330,923 3,906,085 3,906,222 6,265,077 7,812,307 1,547,230 24.70%
Operating Expenses 3,753,374 6,998,401 7,059,324 7,227,876 10,751,775 14,287,200 3,535,425 32.88%
Equipment & Intangible Assets 0 0 0 0 0 0 0 n/a
Grants 10,039,832 17,837,755 19,304,505 17,926,870 27,877,587 37,231,375 9,353,788 33.55%
Benefits & Claims 183,921 0 358,921 358,921 183,921 717,842 533,921 290.30%
Total Costs $16,911,281 $28,167,079  $30,628,835 $29,419,889  $45,078,360  $60,048,724 $14,970,364 33.21%
General Fund 3,166,889 3,204,433 6,859,281 5,859,717 6,371,322 12,718,998 6,347,676 99.63%
State Special 3,556,214 8,193,567 6,162,775 5,735,329 11,749,781 11,898,104 148,323 1.26%
JFederal Special 10,188,178 16,769,079 17,606,779 17,824,843 26,957,257 35,431,622 8,474,365 31.44%
Total Funds $16,911,281 $28,167,079  $30,628,835 $29,419,889  $45,078,360  $60,048,724 $14,970,364 33.21%

Agency Description

Agency Mission: The Department of Commerce through its employees, community partners, public outreach, and media
contacts enhances economic prosperity in Montana; fosters community lead diversification and sustainability of a
growing economy; maintains and improves our infrastructure, housing and facilities; and promotes and enhances
Montana’s positive national and international image. The Department of Commerce will enhance and sustain a healthy
economy so Montana businesses, communities, and people can prosper.

For additional information please refer to the agency profile.

Agency Highlights

Department of Commerce
Major Budget Highlights

¢ The overall budget increases 29.3%, or $13.2 million including $4.6
million in general fund. Increased general fund is primarily due to
continued funding of programs that had been funded as one-time-only in
previous biennia:
e Indian county economic development
e Main Street Program
e Primary business sector training
+ Federal grant funding requests increase $8.5 million including:
e Community Development Block Grants
e Emergency Home Loan Program
e Home grants
e Board of Housing Foreclosure Mitigation
Legislative Action Issues
+ Ongoing programs continue to be designated as one-time-only
+ Statutory appropriations for research and development are appropriated

twice

LFD Budget Analysis
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Agency Discussion

In FY 2012 the agency expended $150.4 million, of which $16.9 million or 11.2% was included as part of HB 2
appropriations as shown in the agency budget comparison. Figure 1 shows the expenditures and funding sources,
including statutory appropriations and non-budgeted proprietary funds, in FY 2012 for the agency.

Figure 2
A _— A A Department of Commerce
Approximately $70 million or 50% of the funding was spent in FY 2012 on FY 2012
benefits and claims, grants, and local assistance. Benefits and claims [Budget item FY 2012 % of Total
includes: Expenditures
T . . . Personal Services $12,711,185 8.45%
o $165 m!ll!on in Sect!on 8 hou_smg vo_uchers Operating Expenses 38.000802  25.28%
0 $18.9 million in Section 8 project claims Equipment 74,008 0.05%
Grants include support for: Local Assistance 503,750  3.35%
o $1.6 million in Coal Board project grants Grants _ 24,129,097 16.05%
$3.0 million in community development block grant projects Beneflts and Claims* ST638098 20
o ' o ) Yy P g proj Transfers Out 1,416,419 0.94%
0 $0.8 million in Treasure State Endowment projects Bonds 30,919,526  20.56%
o0 $3.1 million in neighborhood stabilization projects Other Post Employment Benefits 251,837  0.17%
o $5.8 million in housing project grants _ .
o $4.4 million for quality school projects Total Expenditures $150,381,777  100.00%
o $0.3 million in hard rock mining grants Funding
0 $0.7 million for tribal economic development General Fund $6,374,270  4.24%
0 $0.2 million for new worker training State Special Revenue 35,341,257 23.50%
$5.0 million in local assistance was provided to support regional and local |Federal Special Revenue 24,220504 - 16.11%
. . Long Range Building 201,927 0.13%
tourism and marketing efforts. Proprietary 84243819  56.02%
] Total Funding $150,381,777 100.00%
Agency Personal Services
*Excluding STIP distributions and disbursements

The personal services budget for the 2015 biennium increases due to :

0 An overall vacancy savings rate of 5.7% compared to a budgeted 4% vacancy rate

0 Annualization of broadband pay increases that were granted throughout FY 2012. The total annual cost of
salaries from all funding sources, both HB 2 and non-budgeted proprietary funds, is about $1.2 million. The
agency moved employees to the minimum of their salary range after review and amendment of the position
salary ranges for individuals in pay bands 2, 3, 4, 5, and 6. Employees in pay bands 7, 8, and 9 were granted a
7.5% adjustment as the agency was unable to afford to pay the minimum of the newly adopted salary ranges for
the positions in these pay bands

0 As of November 30, 2012 there were 8 positions that have been vacant for longer than six months, the majority
of them student interns hired during the summer months

Department of Commerce indicates that about 9.8% of the employees are currently eligible for either early or full
retirement. In FY 2012 the agency paid $0.2 million in retirement and sick leave payouts that are not included as part of
the 2015 biennium personal services funding.

5% Reduction Plan

Statute requires that agencies submit plans to reduce general fund and certain state special revenue funds by 5%. A
summary of the entire 2015 biennium 5% plan submitted for this agency is in the appendix.

IT Systems
State agencies have identified information technology (IT) systems that are critical to the state as a whole or to the
agency. Further, state agencies have assessed the age of the systems to establish whether the system is:

0 New

o0 Emerging
o Mature

0 Declining

LFD Budget Analysis A-190 2015 Biennium
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0 Obsolete
The Legislative Finance Committee recommended that House Appropriations and Senate Finance and Claims Committee
leadership direct the Long Range Planning Subcommittee to meet jointly with each of the appropriate joint
appropriations subcommittees to discuss priorities related to critical IT systems, and that state agencies be prepared to
discuss:

o0 Current plans to address obsolescence

0 Costs to replace the system

o Costs of maintaining the current system

0 Risks associated with both retaining the current system and replacing the system

LFD staff will be prepared to discuss issues related to those systems that have been determined to be either critical to the
state as a whole or to the agency and either declining or obsolete. Issues include security, continuity of operations, and
funding.

Agency Goals and Objectives
Goals and objectives for the agency can be found in the appendix.

Funding
The following table shows agency funding by source of authority, as proposed by the executive. Funding for each
program is discussed in detail in the individual program narratives that follow.

Total Department Of Commerce Funding by Source of Authority
2015 Biennium Budget
Non-
Budgeted Statutory Total All % Total
Funds HB 2 Proprietary  Appropriation Sources All Funds
General Fund $12,718,998 $0  $9,500,000 $22,218,998 8.8%
State Special Total 11,898,104 - 65,111,869 77,009,973 30.6%
Federal Special Total 35,431,622 - 2,140,402 37,572,024 14.9%
Proprietary Total - 112,303,720 2,939,462 115,243,182 45.7%
Current Unrestricted - - - - 0.0%
Other Total - - - - 0.0%
Total All Funds $60,048,724 $112,303,720 $79,691,733 $252,044,177
Percent - Total All Sources 23.8% 44.6% 31.6%

Over 75% of the overall funding for the Department of Commerce is not budgeted through HB 2 but provided as either
non-budgeted proprietary funding or as a statutory appropriation. Within HB 2, the Governor proposes restoring several
programs that were funded with one—time-only general fund appropriations by the 2011 Legislature. Per state statute,
one-time-only appropriations are excluded from the base expenditures for biennial budget projections. The Governor
proposes restoring the programs as listed below:

0 Primary Business Sector Training — OTO - $2.0 million for the 2015 biennium

0 Main Street — OTO - $0.3 million for the 2015 biennium

o Tribal Economic Development — $1.6 million for the 2015 biennium

General fund also supports the Census and Economic Information Center, Regional Development Bureau, trade and
international relations activities, Entrepreneur Development Program /NxLevel, and the Made in Montana program; and
provides match for the federal Community Development Block Grant. $9.5 million of general fund is statutorily
appropriated for the Research and Commercialization Program. This is discussed as an issue in the program narrative for
the Business Resources Division.

LFD Budget Analysis A-191 2015 Biennium
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State special revenues support the Montana Promotion Division, the Microbusiness Loan Program, research and
commercialization, the Treasure State Endowment Program, the Coal Board, the Hard Rock Mining Board, Distressed
Wood Products Program, quality school project grants and the Montana Heritage Commission. The Montana Heritage
Commission is funded with $400,000 in lodging use facility taxes received each year, a portion of light vehicle
registrations, and revenues generated by Virginia and Nevada cities as well as Reeder’s Alley. The funding supports
12.00 FTE and the operational costs of operating the historic properties.

Federal special revenues include the Community Development Block Grant, Small Business Development Centers, and
various programs for housing.

A significant portion of the funding for the agency is non-budgeted proprietary funding. Proprietary funds are discussed
in detail in the narrative sections of each program.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category

General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 3,166,889 3,166,889 6,333,778 49.80% 16,911,281 16,911,281 33,822,562 56.33%
Statewide PL Adjustments 362,802 358,993 721,795 5.67% 738,472 685,937 1,424,409 2.37%
Other PL Adjustments 154,695 158,940 313,635 2.47% 9,804,933 9,648,522 19,453,455 32.40%
New Proposals 3,174,895 2,174,895 5,349,790 42.06% 3,174,149 2,174,149 5,348,298 8.91%
Total Budget $6,859,281 $5,859,717 $12,718,998 $30,628,835 $29,419,889 $60,048,724

The statewide present law adjustments provide for personal service adjustments including:
o Refunding vacancy savings, minus 4%
0 Annualization of broadband pay plan increases
0 Funding statutorily required increases for longevity

The adjustments also include increases for both fixed costs such as State Information Technology Services (SITSD),
insurance and bonds, messenger services, SABHRS and HRIS fees, and warrant writing services and decreases for
gasoline, statewide indirect costs and workers’ compensation management fees.

Other present law adjustments include administrative and federal grant adjustments. New proposals include requests to
restore one-time-only funding for the primary business sector training and tribal economic development.
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Total Consumer Council Funding by Source of Authority
2015 Biennium Budget

Non-
Budgeted Statutory Total % Total
Funds HB 2 Proprietary Appropriation All Sources All Funds
State Special Total $2,782,556 $0 $0  $2,782,556 100.0%
02801 Dep Rev Consumer Cncl Tax $2,782,556 $0 $0  $2,782,556 100.0%
Total All Funds $2,782,556 $0 $0  $2,782,556 100.0%

Percent - Total All Sources 100.0% 0.0% 0.0%




CONSUMER COUNCIL

Represent Montana consumers in utility and transportation proceedings before the Public Service
Commission.

Represent Montana consumers in appropriate proceedings before the Federal Energy Regulatory
Commission, Federal Communications Commission and other federal administrative agencies.

Represent Montana consumers in appropriate state and federal court proceedings.

Monitor proposed legislation and participate in the legislative process before the Montana Legislature and
U.S. Congress for Montana consumers.

Participate in activities that will help develop competitive markets in restructured utility industries.



Definition of Terms

Agency Description

The mission of the Governor’s Office is to oversee and direct the activities of the Executive Branch of Montana state
government, consistent with statutory and constitutional mandates, in a manner that provides necessary and affordable
services to the citizens of Montana. The primary statutory references defining duties and responsibilities of the depart-
ment are found in Article VI, Montana Constitution, Article VI, Section 4, Title 17, Chapter 7, MCA , 2-15-217 and 90
-11-101, MCA, and 2-15-210, MCA, and 53-20-104, MCA.

Below is an organizational chart of the agency including full-time equivalent (FTE) numbers, general fund appropria-
tions, statutory appropriations, proprietary funds, and total of all funds. Unless otherwise noted, all phone extensions

are preceded by (406) 444.

Non-HB2 Funds
= 3101 Governor’s Office
Proprietary - $0.00 Governor Brian Schweitzer
FTE -0 X3111
Statutory Appropriations Total FTE - 58.07
FTE -0 Total General Fund - $5,490,551
General Fund - $0 Total All Funds - $5,501,668
All Funds - $0
I I
01 Executive Office 02 Executive Residence
Program Operations
Vivian Hammill x3111 Vivian Hammill x3111
FTE - 20.63 FTE - 1.50
General Fund - $2,323,372 General Fund - $132,904
All Funds - $2,323,372 All Funds - $132,904
I |
03 Air Transportation 04 Office of Budget & 05 Coordinator of
Program Program Planning Indian Affairs
Joseph Brand x0766 Dan Villa x3616 Lesa Evers x3702
FTE -1.50 FTE - 18.00 FTE - 2.00
General Fund - $222,739 General Fund - $1,458,861 General Fund - $172,382
All Funds - $222,739 All Funds - $1,458,861 All Funds - $172,382
I |
06 Centralized Services 12 Lieutenant Governor's 16 Citizens’ Advocate 20 Mental Disabilities
Office . -
Program Lieutenant Governor Offlce .B.oarcI of Visitors
Rosemary Harmon x5518 John Bohlinger x3111 Bob Schleicher x3468 Alicia Pichette x5278
FTE —4.00 FTE — 3 94 FTE - 1.50 FTE - 5.00
General Fund - $343,204 General Fund -'$336 497 General Fund - $90,582 General Fund - $410,820
All Funds - $343,204 All Funds - $336,497 All Funds - $101,699 All Funds - $410,820

LFDA NS
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How Services are Provided

The Governor’s Office provides these services through a structure consisting of nine divisions. Services provided
within the agency include:

¢ Maintaining the executive residence and aircraft

e Analyzing economic development proposals and issues

¢ Planning, preparing, and administering the state budget and drafting of fiscal notes

o Interrelating with the state’s Indian tribes

e Providing information to citizens which allows them to gain accessibility to state government
e Reviewing patient care in community mental health centers and facilities

e Protecting the rights of the mentally ill and developmentally disabled

Sources of Spending Authority

Governor's Office - All Authority - FY 2012

HB2 ; $5,501,651
’ ; 55.5%

Other ;$160,372

2 1.6% \
EE—

Budget
Amendment ;
$4,247,731;

42.9%

The above chart shows the sources of authority for the Governor’s Office. Other legislative appropriations (sometimes
called cat and dog bills) are included in the above categories as appropriate. For a more detailed description of
accounting terminology, please refer to the definition of terms.

In the table above, the budget amendments shown are from a federal grant for small business development. Of the $4.2
million shown, most was transferred to the Department of Commerce to provide grants. The other category included in
the chart includes the allowable budget carry forward from FY 2011 (21%) and transferred authority from the
Department of Labor and Industry for the Governor’s initiatives on math and science and workforce development.

LFDA A
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Expenditures

The next chart explains how the HB 2 authority is spent. Of the total authority, 76.8% was spent on personal service

expenses and 23.2% on operating expenses. This chart matches the agency base expenditures found in the 2015 Budget
Analysis.

Governor's Office - HB2 Only - FY 2012

Personal Services;
$4,223,495;
76.8%

Operating

Expenses;

$1,278,156;
23.2%

Funding

The following chart shows the agency’s HB 2 funding authority by fund. The Governor’s Office is funded primarily
with general fund. The state special revenue account funding is derived from charges by the Citizens’ Advocate Office
to the Department of Public Health and Human Services for telephone calls that the advocate handles on behalf of the
department.

Governor's Office - HB2 Only Funding - FY 2012

State Special;
$11,117;0.2% — General Fund;
$5,490,534;

99.8%

LFD/\&A
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Funding cont.

The following additional chart shows the agency’s all sources of its total funding authority. Total funding was increased
in FY 2012 by a small business development grant from the federal government to assist the state in increasing the
amount of capital made available by private lenders to small businesses.

Governor's Office - Total Funding - FY 2012

General Fund;
$5,520,219;
55.7%

\State Special;

Federal Special; $141,803;1.4%

$4,247,731;
42.9%

Major Cost Drivers

Driver 2002 2012 Significance of Data

Total FTE 57.00 58.07 The executive branch helps the Governor and Lieutenant

Governor carry out the statutorily defined duties of their of-
fices. In 1976 there were 103.00 FTE

As seen in the table above, services are provided through staff directly employed in the office. Personal service costs are
therefore the primary factor that drives expenditures. Some of the factors that drive these costs include the state pay plan
and benefits, workers’ compensation, and unemployment insurance.

Other factors driving expenses include utilities and changes in statewide fixed costs such as inflation/deflation and the
cost to maintain buildings and technology.

Funding/Expenditure History

The table on the following page shows historical changes in the agency’s base budget authority. Major reasons for
changes are:

e Vacancy savings increased to 7%, reducing personal services funding (2011 biennium)
e Reduction of 2.00 FTE (FY 2012)

e Legislative approval of agency provided 5% reduction plans (FY 2012)

LFDA NS
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Governor's Office - Authority Used to Establish the Budget Base

7,000,000
6,000,000

5,000,000

4,000,000

3,000,000
2,000,000

1,000,000

2009
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2011
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= General Fund

6,352,178

5,946,912

5,732,040

5,490,534

B State Special

26,613

25,714

15,594

11,117

B Federal Special

u Expendable Trust

Total

$6,378,792

$5,972,626

$5,747,634

$5,501,651

Major Legislative Changes in the Last Ten Years

e 2007 Session — The function of executive protection was transferred from the Governor’s Office to the Depart-

ment of Justice

e 2003 Session —

0 Federal funding was provided for the costs of the Mental Health Ombudsman for one session only. It was
later determined that the program was ineligible for Medicaid funding

¢ The Consensus Council was moved to the Department of Administration and the budget removed from
the Governor’s Office

¢ The statutory appropriation for the Office of Economic Development was eliminated

0 The Flathead Basin Commission is transferred from the Governor’s Office to the Department of Natural

Resources and Conservation

For further information, you may wish to contact the agency at:

Office of the Governor

P.O. Box 200801

Helena MT 59620-0801
Phone: (406) 444-3111 FAX (406) 444-5529

For more information: http://governor.mt.gov/
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of
funding.

[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 20.63 20.63 20.63 20.63 20.63 20.63 0.00 0.00%
Personal Services 1,586,727 1,601,945 1,673,051 1,678,738 3,188,672 3,351,789 163,117 5.12%
Operating Expenses 736,645 984,210 759,306 756,448 1,720,855 1,515,754 (205,101) (11.92%)
Transfers 0 0 0 0 0 0 0 n/a
Total Costs $2,323,372 $2,586,155 $2,432,357 $2,435,186 $4,909,527 $4,867,543 ($41,984) (0.86%)
General Fund 2,323,372 2,586,155 2,432,357 2,435,186 4,909,527 4,867,543 (41,984) (0.86%)
State Special 0 0 0 0 0 0 0 n/a
JFederal Special 0 0 0 0 0 0 0 nfa
Total Funds $2,323,372 $2,586,155 $2,432,357 $2,435,186 $4,909,527 $4,867,543 ($41,984) (0.86%)

Program Description

The Executive Office Program aids the Governor in overseeing and coordinating the activities of the Executive Branch
of Montana state government. The program provides administrative, legal, and press support for the Office of the
Governor. The Executive Office Program also administers programs with special impact on the citizens and
governmental concerns of Montana. Special programs include the Office of Economic Development, which was created
to strengthen the foundations of the state's business environment and diversify and expand existing economic endeavors
to achieve long-term economic stability.

Program Highlights

Executive Office Program
Major Budget Highlights

¢ The Executive Office Program budget requests a reduction of 0.9% from the
previous biennium.

e Personal services are requested to increase by 5.1%, primarily due to
raises provided in the base year

e Pay rate increases for staff of this program averaged 8.8%

e Requested reductions in operational costs of 11.6%, which include a
transfer of Professional Development Training costs to the
Centralized Services Division, offset the increases in personal
services

Program Discussion

The 2015 biennium Executive Office Program budget is requested at a reduced level for the second consecutive
biennium. The requested personal service increase of 5.1% is the result of raises provided in the base year and is offset
by requested reductions in operating expenses, including a reduction or transfer of Professional Development Center
training costs to the Centralized Services Division. If this transfer was not included, operating expenses would increase
slightly. The reduction in operating expenses also reflects the wind down of program costs from the Schweitzer
administration.
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Increased Pay Rates

All exempt staff members in the Executive Office Program, which are often appointed positions, were
given raises in FY 2012 that averaged 8.8%. Raises were provided as a flat amount, but as
percentages the increases varied from a low of 3.6% to a high of 23.6%. Therefore, personal services
funding for the exempt staff of the incoming administration reflect the higher salaries. The agency noted that pay
increases were made for retention purposes.

LFD
COMMENT

Funding
The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.
Total Governor's Office Funding by Source of Authority
2015 Biennium Budget - Executive Office Program
Non-
Budgeted Statutory Total % Total MCA Statutory

Funds HB 2 Proprietary ~ Appropriation  All Sources AllFunds Reference Category

General Fund $4,867,543 $0 $0  $4,867,543 100.0%

Total All Funds $4,867,543 $0 $0  $4,867,543 100.0%

Percent - Total All Sources 100.0% 0.0% 0.0%

The Executive Office Program is entirely funded with general fund.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 2,323,372 2,323,372 4,646,744 95.46% 2,323,372 2,323,372 4,646,744 95.46%
Statewide PL Adjustments 106,790 109,340 216,130 4.44% 106,790 109,340 216,130 4.44%
Other PL Adjustments 2,470 2,749 5,219 0.11% 2,470 2,749 5,219 0.11%
New Proposals (275) (275) (550) (0.01%) (275) (275) (550) (0.01%)
Total Budget $2,432,357 $2,435,186 $4,867,543 $2,432,357 $2,435,186 $4,867,543

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.
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IPresent Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 150,436 156,359
Vacancy Savings (64,112) (64,348)
Inflation/Deflation (185) 102
JFixed Costs 20,651 17,227
Total Statewide Present Law Adjustments
$106,790 $0 $0 $106,790 $109,340 $0 $0 $109,340
DP 105 - Motor Pool Leased Vehicle
0.00 2,470 0 2,470 0.00 2,749 0 0 2,749
Total Other Present Law Adjustments
0.00 $2,470 $0 $0 $2,470 0.00 $2,749 $0 $0 $2,749
Grand Total All Present Law Adjustments
0.00 $109,260 $0 $0 $109,260 0.00 $112,089 $0 $0 $112,089

DP 105 - Motor Pool Leased Vehicle - The executive requests at the recommendation of the Department of Justice a
large utility vehicle to replace the smaller vehicle currently leased from the Motor Pool for the Governor’s transportation.
The larger vehicle would allow the transportation of dignitaries, staff, and guests in a single vehicle, and provide
anonymity for the vehicle carrying the elected official. The motor pool lease rates for larger vehicles are greater than the

small vehicle now in use by the agency.

New Proposals

New Proposals
Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 6101 - Professional Development Center Fee Allocation
01 0.00 (275) 0 0 (275) 0.00 (275) 0 0 (275)
Total 0.00 ($275) $0 $0 ($275) 0.00 ($275) $0 $0 ($275)

DP 6101 - Professional Development Center Fee Allocation - The executive requests an adjustment for training services

purchased from the Professional Development Center (PDC) of the Department of Administration.
transfers funding for PDC costs to the Centralized Services Program.

This request
For a discussion of the executive’s proposal to

make PDC a fixed cost, see the narrative for the Department of Administration.

LFD Budget Analysis
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SUMMARY

Agency Budget Comparison
The following table summarizes the total executive budget for the agency by year, type of expenditure, and source of

funding.
Agency Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 58.07 58.07 58.07 58.07 58.07 58.07 0.00 0.00%
Personal Services 4,223,496 4,325,707 4,544,347 4,555,633 8,549,203 9,099,980 550,777 6.44%
Operating Expenses 1,278,172 1,592,220 1,464,675 1,340,669 2,870,392 2,805,344 (65,048) (2.27%)
Transfers 0 0 0 0 0 0 0 nla
Total Costs $5,501,668 $5,917,927 $6,009,022 $5,896,302  $11,419,595  $11,905,324 $485,729 4.25%
General Fund 5,490,551 5,906,804 6,000,613 5,887,956 11,397,355 11,888,569 491,214 4.31%
State Special 11,117 11,123 8,409 8,346 22,240 16,755 (5,485) (24.66%)
JFederal Special 0 0 0 0 0 0 0 WE
Total Funds $5,501,668 $5,917,927 $6,009,022 $5,896,302  $11,419,595  $11,905,324 $485,729 4.25%

Mission Statement

The Governor’s Office mission is to oversee and direct the activities of the Executive Branch of Montana state
government, consistent with statutory and constitutional mandates, in a manner that provides necessary and affordable
services to the citizens of Montana. There is additional, more detailed information about the department in the agency

profile.

For additional information, please refer to the agency profile.

Agency Highlights

Governor’s Office
Major Budget Highlights

The 2015 biennium Governor’s Office budget would increase 4.3% from the
2013 biennium budget

Personal Service costs would increase by 6.4% primarily as a result of pay
rate increases provided in the base year, FY 2012

Agency Discussion

The 2015 biennium budget request for the Governor’s Office would be a 4.3% increase from the 2013 biennium, due to

increased costs in personal services.

The Governor’s Office is principally a service oriented agency and its main

functions are to promote and manage the business of state government. As a result, the Governor’s Office budget is

heavily weighted in personal services.
0 The agency had an FTE use rate of 94.2%, providing a vacancy rate of 5.8 %of total budgeted FTE in FY 2012.

0 Pay increases averaging 7.0% were given to numerous staff in FY 2012, as discussed below. Annualized, these

increases add about $191,391 to personal service costs, not including the associated increase in taxes and

insurance.

Agency Personal Services
Personal services are 77.0% of the requested Governor’s Office budget.

In FY 2012, the agency provided exempt

employee and strategic pay increases to 47 staff. The raises were given as a flat amount and ranged from 3.0% to 23.6%

of pay rates, but as stated averaged 7.0%.

0 20 broadband employees received average pay increases of 5.5%

LFD Budget Analysis
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0 27 exempt employees received pay increases averaging 8.0%
0 There were 7 vacancies in the Governor’s Office just after FY 2012 year end

According to information from the Public Employees Retirement System 23 staff, or 39% of total FTE, were eligible for
either early or regular retirement as of July 31, 2012. No retirements are anticipated in the 2015 biennium and the
executive is not requesting additional funding for retirement payouts, other than $384,693 to fund the severance costs for
the departing elected officials and exempt staff that will be included in the requested supplemental appropriations bill.

With 39% of the staff directly appointed by the Governor, the agency does not experience a high frequency of
recruitment issues compared to other agencies.

Pay Rate Increases

LFD

et The Governor’s Office provided pay rate increases across all FTE at a fixed amount beginning in December

of 2011. The increases were accomplished through vacancy savings in FY 2012. According to the agency, the pay rate
increases were provided to address retention issues. However, the pay increases result in an increase to the base funding
of personal services for the incoming administration.

Pay Plan Philosophy

The Governor’s Office is under new administration and as a consequence of the change the agency’s pay philosophy for
the 2015 biennium is not known. The last administration made use of higher entry pay rates for new employees, training
assignments, reclassifications, and pay adjustments for favorable performance evaluations for recruitment and retention.
However, there is no certainty that these practices will continue in the future.

Agency Wide Decision Packages

As seen in the figure below, the Governor’s Office budget includes several decision packages related to the development
of a Professional Development Center (PDC) fixed cost fee based on the number of FTE in the agency. In the past, the
agency funded training through the PDC in the respective program budgets. Now the PDC trainings would be entirely
funded in the Centralized Services Division. As part of this change, the executive requests base reductions to any
programs that incurred training costs in FY 2012. For a further discussion, see the narrative for the Department of
Administration.

Agency-Wide Request - Professional Development Center Training Fee
General Fund
Decision  FY 2014 FY 2015 Biennium
Program Package Adjustment Adjustment Total

Executive Office Program DP 6010 ($275) ($275) ($550)
Ofc Budget & Program Planning  DP 6010 (1,064) (1,064) (%$2,128)
Coordinator of Indian Affairs DP 6010 (105) (105) ($210)
Centralized Services DP 6010 1,863 1,863  $3,726
Mental Disabilities Bd Visitors DP 6010 (75) (75)  ($150)
Total $344 $344 $688

5% Reduction Plan

Statute requires that agencies submit plans to reduce general fund and certain state special revenue funds by 5%. The
Governor’s Office submitted a plan reducing $257,852 of general fund expenditures. A summary of the entire 2015
biennium 5% plan submitted for this agency is in the appendix.
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IT Systems

State agencies have identified information technology (IT) systems that are critical to the state as a whole or to the
agency. Further, state agencies have assessed the age of the systems to establish whether the system is:

New

Emerging

Mature

Declining

Obsolete

O O O O o

The Legislative Finance Committee recommended that House Appropriations and Senate Finance and Claims Committee
leadership direct the Long Range Planning Subcommittee to meet jointly with each of the appropriate joint
appropriations subcommittees to discuss priorities related to critical IT systems, and that state agencies be prepared to
discuss:

0 Current plans to address obsolescence

0 Costs to replace the system

0 Costs of maintaining the current system

0 Risks associated with both retaining the current system and replacing the system

LFD staff will be prepared to discuss issues related to those systems that have been determined to be either critical to the
state as a whole or to the agency and either declining or obsolete. Issues include security, continuity of operations, and
funding.

Agency Goals and Objectives
Goals and Objectives for the agency can be found in the appendix.

Funding
The following table shows agency funding by source of authority, as proposed by the executive. Funding for each
program is discussed in detail in the individual program narratives that follow.

Total Governor's Office Funding by Source of Authority
2015 Biennium Budget
Non-
Budgeted Statutory Total All % Total
Funds HB 2 Proprietary Appropriation  Sources All Funds
General Fund $11,888,569 $0 $0 $11,888,569 99.9%
State Special Total 16,755 - - 16,755 0.1%
Federal Special Total - - - - 0.0%
Proprietary Total - - - - 0.0%
Current Unrestricted - - - - 0.0%
Other Total - - - - 0.0%
Total All Funds $11,905,324 $0 $0 $11,905,324
Percent - Total All Sources 100.0% 0.0% 0.0%

The Governor’s Office budget is funded primarily with general fund. Of the total agency funding, 0.1% is state special
revenue that supports services in the Citizen’s Advocate Program.
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Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category

General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 5,490,551 5,490,551 10,981,102 92.37% 5,501,668 5,501,668 11,003,336 92.42%
Statewide PL Adjustments 372,682 324,887 697,569 5.87% 369,974 322,116 692,090 5.81%
Other PL Adjustments 98,479 21,567 120,046 1.01% 98,479 21,567 120,046 1.01%
New Proposals 38,901 50,951 89,852 0.76% 38,901 50,951 89,852 0.75%
Total Budget $6,000,613 $5,887,956 $11,888,569 $6,009,022 $5,896,302 $11,905,324

Supplemental Appropriations

The Governor’s Office requests a supplemental appropriation of $384,639 in HB 3, the supplemental appropriations bill.
The purpose of the requested supplemental appropriation is the payouts of exempt staff resulting from the change in
administration.
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Program Budget Comparison

The following table summarizes the total executive budget for the program by year, type of expenditure, and source of

funding.
[Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 1.50 1.50 1.50 1.50 1.50 1.50 0.00 0.00%
Personal Services 76,168 57,451 72,126 72,686 133,619 144,812 11,193 8.38%
Operating Expenses 55,926 50,167 57,347 57,988 106,093 115,335 9,242 8.71%
Total Costs $132,094 $107,618 $129,473 $130,674 $239,712 $260,147 $20,435 8.52%
General Fund 132,094 107,618 129,473 130,674 239,712 260,147 20,435 8.52%
Total Funds $132,094 $107,618 $129,473 $130,674 $239,712 $260,147 $20,435 8.52%

Program Description
The Governor's Residence Operations Program provides for the day-to-day operations of the official state Executive
Residence.

Program Highlights

Executive Residence Operations
Major Budget Highlights

¢ The Executive Residence Operations Program budget request is 8.5% greater
than the 2013 biennium
e A budget shortfall of 23% in FY 2012 required a program transfer to
cover personal service and maintenance costs and drives the
increases in operational expenses
e The increase in personal services results from raises provided to
staff in lower pay brackets

Program Discussion

The requested increase in the Executive Residence Program results from actions taken by the administration in FY 2012.
In the base year, transfers were made to the program to fund certain maintenance projects for safety purposes (gates,
fences, hedges). The ongoing increase in program operating costs is primarily related to inflation and fixed cost
increases. Additionally, personal service costs would be increased by 8.4%, primarily due to pay rate increases for 1.50
FTE. Because flat amount raises were provided to comparatively low pay rate staff, the pay increases averaged 18.2%.

Funding
The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.
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Total Governor's Office Funding by Source of Authority
2015 Biennium Budget - Executive Residence Operations
Non-
Budgeted Statutory Total % Total MCA  Statutory

Funds HB 2 Proprietary Appropriation All Sources All Funds Reference Category

General Fund $260,147 $0 $0 $260,147 100.0%

Total All Funds $260,147 $0 $0 $260,147 100.0%

Percent - Total All Sources  100.0% 0.0% 0.0%
The Executive Residence Operations program is entirely funded with general fund.
Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.
Budget Summary by Category

General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 132,004 132,004 264,188 101.55% 132,094 132,094 264,188 101.55%
Statewide PL Adjustments (2,621) (1,420) (4,041) (1.55%) (2,621) (1,420) (4,041) (1.55%)
Other PL Adjustments 0 0 0 0.00% 0 0 0 0.00%
New Proposals 0 0 0 0.00% 0 0 0 0.00%
Total Budget $129,473 $130,674 $260,147 $129,473 $130,674 $260,147

Present Law Adjustments
The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative

descriptions.

[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services (1,037) (453)
\VVacancy Savings (3,005) (3,029)
Inflation/Deflation 961 1,704
JFixed Costs 460 358
Total Statewide Present Law Adjustments
($2,621) $0 $0 ($2,621) ($1,420) $0 $0 ($1,420)
Grand Total All Present Law Adjustments
0.00 ($2,621) $0 $0 ($2,621) 0.00 ($1,420) $0 $0 ($1,420)
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03-AIR TRANSPORTATION PROGRAM

Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of

funding.
[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 1.50 1.50 1.50 1.50 1.50 1.50 0.00 0.00%
Personal Services 93,971 119,417 117,762 117,593 213,388 235,355 21,967 10.29%
Operating Expenses 128,768 202,156 216,614 128,056 330,924 344,670 13,746 4.15%
Total Costs $222,739 $321,573 $334,376 $245,649 $544,312 $580,025 $35,713 6.56%
General Fund 222,739 321,554 334,376 245,649 544,293 580,025 35,732 6.56%
State Special 0 19 0 0 19 0 (19) (100.00%)
Total Funds $222,739 $321,573 $334,376 $245,649 $544,312 $580,025 $35,713 6.56%

Program Description

The Air Transportation Program provides the Governor with air transportation.

Program Highlights

Air Transportation Program
Major Budget Highlights

¢ The Air Transportation Program budget request is a total increase of 6.6%
from the 2013 biennium
e Operating expenses would increase by 4.2% primarily due to a new
proposal for aircraft maintenance costs
e Personal services would increase by 10.3% from the base due to a
vacancy in the base year and pay rate increases

Major LFD Issues

¢ Initially, the budget request for this program was constructed from
historically low aircraft maintenance expenses, but the December 15
executive recommendation provided additional funding to address aircraft
maintenance costs

Program Discussion

The executive requests 2015 biennium budget increases of 6.6% in the Air Transportation Program when compared to
the 2013 biennium budget. In FY 2012 maintenance of the executive aircraft was 55% lower than the historic levels of
expenditure. The executive budget request includes a present law proposal that would increase the maintenance to an
amount closer to average maintenance expenditures. Personal service costs would increase by 10.3%, which primarily
results from a strategic pay adjustment for one staff of 13.8%, which is annualized to $8,151 not including the increased
costs of the associated taxes and insurance.

LFD Budget Analysis

A-30

2015 Biennium



3101 - GOVERNORS OFFICE 03-AIR TRANSPORTATION PROGRAM

Aircraft Maintenance

LFD

et Aircraft maintenance expenditures of about $61,000 in FY 2012 were about 80% of the nine year average. In
addition, a portion of these expenditures were from a language appropriation that was removed from the base for
budgeting purposes and does not continue in the 2015 biennium. Consequently, the maintenance expenses requested in
the budget are about 55% of the historic average expenditures. The agency notes that aircraft maintenance is highly
variable and costs are directly related to use. In the base year FY 2012, the Governor relied more heavily on commercial
travel and less on the use of the agency plane. If operating expenses for this program remain at the requested level, there
could be a need for program transfers in the 2015 biennium to address maintenance costs. The legislature may want to
ask the program representatives if adjustments are needed in operational expenses.

Note: this issue was addressed in the December 15 executive recommendation.

Funding
The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.

Total Governor's Office Funding by Source of Authority
2015 Biennium Budget - Air Transportation Program
Non-

Budgeted Statutory Total % Total MCA  Statutory
Funds HB 2 Proprietary Appropriation All Sources All Funds Reference Category
General Fund $580,025 $0 $0 $580,025 100.0%
Total All Funds $580,025 $0 $0 $580,025 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%

The Air Transportation Program is entirely funded with general fund.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 222,739 222,739 445,478 76.80% 222,739 222,739 445,478 76.80%
Statewide PL Adjustments 21,637 22,910 44,547 7.68% 21,637 22,910 44,547 7.68%
Other PL Adjustments 90,000 0 90,000 15.52% 90,000 0 90,000 15.52%
New Proposals 0 0 0 0.00% 0 0 0 0.00%
Total Budget $334,376 $245,649 $580,025 $334,376 $245,649 $580,025

LFD Budget Analysis A-31 2015 Biennium



3101 - GOVERNORS OFFICE 03-AIR TRANSPORTATION PROGRAM

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 28,698 28,522
\Vacancy Savings (4,907) (4,900)
Inflation/Deflation (5,711) (3,860)
IFixed Costs 3,557 3,148

Total Statewide Present Law Adjustments
$21,637 $0 $0 $21,637 $22,910 $0 $0 $22,910

DP 1 - Airplane Maintenance Expenses - OTO
0.00 90,000 0 0 90,000 0.00 0 0 0 0

Total Other Present Law Adjustments
0.00 $90,000 $0 $0 $90,000 0.00 $0 $0 $0 $0

Grand Total All Present Law Adjustments
0.00 $111,637 $0 $0 $111,637 0.00 $22,910 $0 $0 $22,910

DP 1 — Airplane Maintenance Expenses - OTO - The executive requests one-time-only funding to address anticipated
expenses in accordance with FAA requirements for the executive airplane.
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of
funding.

[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 18.00 18.00 18.00 18.00 18.00 18.00 0.00 0.00%
Personal Services 1,256,263 1,406,015 1,454,600 1,455,111 2,662,278 2,909,711 247,433 9.29%
Operating Expenses 202,598 171,968 214,488 208,027 374,566 422,515 47,949 12.80%
Total Costs $1,458,861 $1,577,983 $1,669,088 $1,663,138 $3,036,844 $3,332,226 $295,382 9.73%
General Fund 1,458,861 1,577,983 1,669,088 1,663,138 3,036,844 3,332,226 295,382 9.73%
Total Funds $1,458,861 $1,577,983 $1,669,088 $1,663,138 $3,036,844 $3,332,226 $295,382 9.73%

Program Description

The Office of Budget and Program Planning (OBPP) assists the Governor in preparing the Governor's Executive Budget
and administering the state government budget. In addition, the OBPP prepares and monitors revenue estimates and
collections, prepares and publishes fiscal notes on proposed legislation and initiatives, and acts as approving authority for
operational plan changes, program transfers, and budget amendments in the Executive Branch, in accordance with Title
17, Chapter 7, MCA. The OBPP acts as the lead Executive Branch agency for compliance with the federal Single Audit
Act.

Program Highlights

Office of Budget and Program Planning
Major Budget Highlights

& The personal services proposal is an increase of 9.3%
e Average pay rate increases of 4.0% were provided to the non-
management staff
e  Two positions were unfilled in FY 2012
e Transfer of PDC training costs to the Central Services Division
reduces operational costs

Program Discussion
The executive budget request for OBPP shows a personal service increase of 9.3% from the 2013 biennium primarily due
to two factors:

0 The program had two unfilled positions for the entire base budget year

0 Annualized costs of pay rate increases provided to staff in March 2012

Pay increases for staff, not including management and appointed officials, averaged 4.0%, and brought staff up to an
average of 87% of the 2012 market rate survey provided by the Department of Administration. In addition, operating
expenses would be increased by $47,949, or 12.8%. In the base year FY 2012, the Office of Budget and Program
Planning transferred appropriation authority from personal services to cover the costs of office supplies and fixed costs
of the State Information Technology Services Division.
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Funding
The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.

Total Governor's Office Funding by Source of Authority
2015 Biennium Budget - Ofc Budget & Program Planning
Non-
Budgeted Statutory Total % Total MCA  Statutory

Funds HB 2 Proprietary Appropriation All Sources All Funds Reference Category
General Fund $3,332,226 $0 $0 $3,332,226 100.0%
Total All Funds $3,332,226 $0 $0 $3,332,226 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 1,458,861 1,458,861 2,917,722 87.56% 1,458,861 1,458,861 2,917,722 87.56%
Statewide PL Adjustments 209,620 191,160 400,780 12.03% 209,620 191,160 400,780 12.03%
Other PL Adjustments 1,671 14,181 15,852 0.48% 1,671 14,181 15,852 0.48%
New Proposals (1,064) (1,064) (2,128) (0.06%) (1,064) (1,064) (2,128) (0.06%)
Total Budget $1,669,088 $1,663,138 $3,332,226 $1,669,088 $1,663,138 $3,332,226

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 258,946 259,477
Vacancy Savings (60,609) (60,629)
Inflation/Deflation (36) (23)
JFixed Costs 11,319 (7,665)

Total Statewide Present Law Adjustments
$209,620 $0 $0 $209,620 $191,160 $0 $0 $191,160

DP 103 - Global Insight Contract and Session Costs
0.00 1,671 0 0 1,671 0.00 14,181 0 0 14,181

Total Other Present Law Adjustments
0.00 $1,671 $0 $0 $1,671 0.00 $14,181 $0 $0 $14,181

Grand Total All Present Law Adjustments
0.00 $211,291 $0 $0 $211,291 0.00 $205,341 $0 $0 $205,341
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DP 103 - Global Insight Contract and Session Costs - The executive requests increased funding for subscription and
publication costs. In FY 2013 OBPP will enter into a new contract for the subscription to Global Insight (GI), an
economic data service, on behalf of the Legislative Fiscal Division, Department of Transportation, and themselves. The
request anticipates a cost increase under a new contract of 5.0% each year. This decision package includes a cyclical
adjustment in FY 2015 to cover the increased costs related to the preparation and publication of the executive budget.

New Proposals
New Proposals

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds

DP 6101 - Professional Development Center Fee Allocation
04 0.00 (1,064) 0 0 (1,064) 0.00 (1,064) 0 0 (1,064)

Total 0.00 ($1,064) $0 $0 ($1,064) 0.00 ($1,064) $0 $0 ($1,064)

DP 6101 - Professional Development Center Fee Allocation - The executive requests to transfer Professional
Development Center (PDC) costs from this program to the Centralized Services Program  For a discussion of the
executive’s proposal to make PDC a fixed cost, see the narrative for the Department of Administration.
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of

funding.
[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 2.00 2.00 2.00 2.00 2.00 2.00 0.00 0.00%
Personal Services 154,974 146,635 154,366 154,128 301,609 308,494 6,885 2.28%
Operating Expenses 17,408 25,820 19,153 18,963 43,228 38,116 (5,112) (11.83%)
Total Costs $172,382 $172,455 $173,519 $173,091 $344,837 $346,610 $1,773 0.51%
General Fund 172,382 172,455 173,519 173,091 344,837 346,610 1,773 0.51%
Total Funds $172,382 $172,455 $173,519 $173,091 $344,837 $346,610 $1,773 0.51%

Program Description

The Coordinator of Indian Affairs serves as the Governor's liaison with state Indian tribes, provides information and
policy support on issues confronting the Indians of Montana, and advises and makes recommendations on these issues to
the Legislative and Executive Branches. The coordinator also serves the Montana congressional delegation as an advisor
and intermediary in the field of Indian affairs and acts as spokesperson for representative Native American organizations
and groups, both public and private, whenever that support is requested. The program is mandated by 2-15-217 and 90-

11-101, MCA.

Program Highlights

Coordinator of Indian Affairs
Major Budget Highlights

¢ The budget proposal for the Coordinator of Indian Affairs would essentially
be unchanged from the 2013 biennium budget

Program Discussion

While provided at a flat rate, pay increases given in the base year averaged 5.1% and the costs are annualized in
developing the personal services present law adjustment. Operating expenses in FY 2012 were lower than the budgeted
amount as a result of savings in purchases of supplies and materials and conference costs.

Funding

The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.

Total Governor's Office Funding by Source of Authority
2015 Biennium Budget - Office Of Indian Affairs

Non-
Budgeted Statutory Total % Total MCA  Statutory
Funds HB 2 Proprietary Appropriation All Sources All Funds Reference Category
General Fund $346,610 $0 $0 $346,610 100.0%
Total All Funds $346,610 $0 $0 $346,610 100.0%

Percent - Total All Sources 100.0% 0.0% 0.0%

The Coordinator of Indian Affairs office is entirely funded with general fund.
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Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 172,382 172,382 344,764 99.47% 172,382 172,382 344,764 99.47%
Statewide PL Adjustments 1,242 814 2,056 0.59% 1,242 814 2,056 0.59%
Other PL Adjustments 0 0 0 0.00% 0 0 0 0.00%
New Proposals (105) (105) (210) (0.06%) (105) (105) (210) (0.06%)
Total Budget $173,519 $173,091 $346,610 $173,519 $173,091 $346,610

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 5,824 5,576
\VVacancy Savings (6,432) (6,422)
Inflation/Deflation (33) (19)
JFixed Costs 1,883 1,679

Total Statewide Present Law Adjustments
$1,242 $0 $0 $1,242 $814 $0 $0 $814

Grand Total All Present Law Adjustments

0.00 $1,242 $0 $0 $1,242 0.00 $814 $0 $0 $814
New Proposals
New Proposals
Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds

DP 6101 - Professional Development Center Fee Allocation
05 0.00 (105) 0 0 (105) 0.00 (105) 0 0 (105)

Total 0.00 ($105) $0 $0 ($105) 0.00 ($105) $0 $0 ($105)

DP 6101 - Professional Development Center Fee Allocation - The executive requests to transfer Professional
Development Center (PDC) costs from this program to the Centralized Services Program  For a discussion of the
executive’s proposal to make PDC a fixed cost see the narrative for the Department of Administration.
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of
funding.

[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 3.94 3.94 3.94 3.94 3.94 3.94 0.00 0.00%
Personal Services 316,309 302,244 316,603 320,858 618,553 637,461 18,908 3.06%
Operating Expenses 20,188 23,021 22,171 22,467 43,209 44,638 1,429 3.31%
Total Costs $336,497 $325,265 $338,774 $343,325 $661,762 $682,099 $20,337 3.07%
General Fund 336,497 325,265 338,774 343,325 661,762 682,099 20,337 3.07%
Total Funds $336,497 $325,265 $338,774 $343,325 $661,762 $682,099 $20,337 3.07%

Program Description

The Office of the Lieutenant Governor is responsible for carrying out duties prescribed by statute established by Article
VI, Section 4 of the Montana Constitution, as well as those delegated by the Governor. Statutory authority is Title 2,
Chapter 15, part 3, MCA.

Program Highlights

Office of the Lieutenant Governor
Major Budget Highlights

+ Pay rate increases of an average of 6.0% drive the increase in personal service
costs

Program Discussion

The proposed budget for the Office of the Lieutenant Governor would be an increase of 3.1% from the 2013 biennium
budget. The increase in personal services is primarily due to annualized pay raises provided in FY 2012, which averaged
6.0%.

Increased Pay Rates

LFD

COMMENT The raises given to exempt staff in this office were provided as a flat amount. As percentages, the
increases varied from a low of 3.6% to a high of 8.3%. Therefore, personal services funding for the exempt staff of the
incoming administration will reflect the higher salaries. The agency noted that pay increases were made for retention
purposes

LFD Budget Analysis A-41 2015 Biennium



3101 - GOVERNORS OFFICE 12-LIEUTENANT GOVERNOR'S OFFICE

Funding

The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.

Total Governor's Office Funding by Source of Authority
2015 Biennium Budget - Lieutenant Governor'S Office
Non-
Budgeted Statutory Total % Total MCA  Statutory

Funds HB 2 Proprietary  Appropriation All Sources All Funds Reference Category
General Fund $682,099 $0 $0  $682,099 100.0%
Total All Funds $682,099 $0 $0  $682,099 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%

The Office of the Lieutenant Governor’s is entirely funded with general fund.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category

General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 336,497 336,497 672,994 98.67% 336,497 336,497 672,994 98.67%
Statewide PL Adjustments 33 4,285 4,318 0.63% 33 4,285 4,318 0.63%
Other PL Adjustments 2,244 2,543 4,787 0.70% 2,244 2,543 4,787 0.70%
New Proposals 0 0 0 0.00% 0 0 0 0.00%
Total Budget $338,774 $343,325 $682,099 $338,774 $343,325 $682,099

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative

descriptions.
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[Present Law Adjustments

Fiscal 2014 Fiscal 2015

General State Federal Total General State Federal Total

FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 8,941 13,374
\VVacancy Savings (8,647) (8,825)
Inflation/Deflation (220) (148)
JFixed Costs (41) (116)

Total Statewide Present Law Adjustments
$33 $0 $0 $33 $4,285 $0 $0 $4,285
DP 110 - Motor Pool Leased Vehicle

0.00 2,244 0 0 2,244 0.00 2,543 0 0 2,543

Total Other Present Law Adjustments
0.00 $2,244 $0 $0 $2,244 0.00 $2,543 $0 $0 $2,543

Grand Total All Present Law Adjustments
0.00 $2,277 $0 $0 $2,277 0.00 $6,828 $0 $0 $6,828

DP 110 - Motor Pool Leased Vehicle - The executive requests, at the recommendation of the Department of Justice, a
large utility vehicle to replace the smaller vehicle currently leased from the Motor Pool for the Lieutenant Governor’s
transportation. The larger vehicle would allow the transportation of dignitaries, staff, and guests in a single vehicle, and
provide anonymity for the vehicle carrying the elected official. The motor pool lease rates for larger vehicles are greater
than the small vehicle now in use by the agency.
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of

funding.
[Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 4.00 4.00 4.00 4.00 4.00 4.00 0.00 0.00%
Personal Services 290,508 278,634 303,945 304,042 569,142 607,987 38,845 6.83%
Operating Expenses 52,696 51,057 107,762 81,240 103,753 189,002 85,249 82.17%
Total Costs $343,204 $329,691 $411,707 $385,282 $672,895 $796,989 $124,094 18.44%
General Fund 343,204 329,691 411,707 385,282 672,895 796,989 124,094 18.44%
Total Funds $343,204 $329,691 $411,707 $385,282 $672,895 $796,989 $124,094 18.44%

Program Description

The Centralized Services Program provides business services to all programs within the Governor's Office. Services
include payroll and personnel, accounting, central asset management and computer replacement, data processing, and
budget preparation and monitoring for the entire office.

Program Highlights

The Centralized Services Program
Major Budget Highlights

¢ The budget proposal is higher than the 2013 biennium primarily because:

e Personal services are recommended to be increased by 6.8% as a
result of pay increases amounting to an average of 5.3%, and the
reclassification of one FTE that increased the pay rate by 35.5%

+ Operating expenses would increase by about half, which is related to funding
the agency PDC trainings in this program

Program Discussion

The executive budget request for the Centralized Services Division in the 2015 biennium would be increased by 18.4%
from the 2013 biennium. Most of the change results from new proposals that would provide computer replacement and
centralize the new fixed cost for the Department of Administration Professional Development Center (PDC) training
courses for the entire agency within the program. Over 76.2% of the Centralized Services Program budget is personal
services. The program includes the agency’s two information technology staff and one fiscal/budget staff. Three of the
staff received pay raises in December of FY 2012 and the fourth staff member was reclassified, receiving a sizable pay
rate increase. The 6.8% personal services increase requested in the budget is related to these actions.

LFD Budget Analysis

A-38

2015 Biennium



3101 - GOVERNORS OFFICE 06-CENTRALIZED SERVICES DIVISION

Funding

The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.

Total Governor's Office Funding by Source of Authority
2015 Biennium Budget - Centralized Services Division
Non-

Budgeted Statutory Total % Total MCA  Statutory
Funds HB 2 Proprietary Appropriation All Sources All Funds Reference Category
General Fund $796,989 $0 $0  $796,989 100.0%
Total All Funds $796,989 $0 $0  $796,989 100.0%
Percent - Total All Sources  100.0% 0.0% 0.0%

The Central Services Program is entirely funded with general fund.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 343,204 343,204 686,408 86.13% 343,204 343,204 686,408 86.13%
Statewide PL Adjustments 40,640 2,165 42,805 5.37% 40,640 2,165 42,805 5.37%
Other PL Adjustments 0 0 0 0.00% 0 0 0 0.00%
New Proposals 27,863 39,913 67,776 8.50% 27,863 39,913 67,776 8.50%
Total Budget $411,707 $385,282 $796,989 $411,707 $385,282 $796,989

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.

“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies.

Decisions on these

items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative

descriptions.

[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 26,102 26,203
Vacancy Savings (12,665) (12,669)
Inflation/Deflation 3 5
JFixed Costs 27,200 (11,374)
Total Statewide Present Law Adjustments
$40,640 $0 $0 $40,640 $2,165 $0 $0 $2,165
Grand Total All Present Law Adjustments
0.00 $40,640 $0 $0 $40,640 0.00 $2,165 $0 $0 $2,165
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New Proposals

New Proposals
Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 102 - Computer Equipment Replacement
06 0.00 26,000 0 0 26,000 0.00 38,050 0 0 38,050
DP 6101 - Professional Development Center Fee Allocation
06 0.00 1,863 0 0 1,863 0.00 1,863 0 0 1,863
Total 0.00 $27,863 $0 $0 $27,863 0.00 $39,913 $0 $0 $39,913

DP 102 - Computer Equipment Replacement - The executive requests replacement costs for the computer equipment
used within the Governor's Office but not included in the base budget. The program has implemented a five year
replacement schedule for such equipment.

Actions of the 2011 Legislature

LFD

COMMENT In the 2011 Legislative session, the Centralized Services Division made a request for computer
replacement that was similar to DP 102. The legislature chose to make the request a one-time-only
appropriation.

DP 6101 - Professional Development Center Fee Allocation - The executive requests an increase for training services
purchased from the Professional Development Center (PDC) of the Department of Administration. This request reflects
the difference between the amount paid in the base for PDC services and a fixed cost allocation based on agency FTE
counts. Starting in the 2015 biennium and beyond, the executive recommends funding the PDC as a fixed cost item. For
a further discussion, see the narrative for the Department of Administration.

LFD Budget Analysis A-40 2015 Biennium



3101 - GOVERNORS OFFICE 16-CITIZENS' ADVOCATE OFFICE

Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of
funding.

[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 1.50 1.50 1.50 1.50 1.50 1.50 0.00 0.00%
Personal Services 93,318 89,200 94,764 94,631 182,518 189,395 6,877 3.77%
Operating Expenses 8,381 10,394 8,409 8,346 18,775 16,755 (2,020) (10.76%)
Total Costs $101,699 $99,594 $103,173 $102,977 $201,293 $206,150 $4,857 2.41%
General Fund 90,582 88,490 94,764 94,631 179,072 189,395 10,323 5.76%
State Special 11,117 11,104 8,409 8,346 22,221 16,755 (5,466) (24.60%)
Total Funds $101,699 $99,594 $103,173 $102,977 $201,293 $206,150 $4,857 2.41%

Program Description

The Citizens' Advocate Office exists to provide access to state government for Montana citizens. The office provides
information to citizens and functions as a referral service for public comments, suggestions, and requests for information.
The office provides a toll-free number to the public.

Program Highlights

Citizens’ Advocate Office
Major Budget Highlights

¢ The increase in proposed expenditures is primarily due to increases in
personal service costs related to the pay rate increases provided in FY 2012

Program Discussion
The budget increase proposed for the Citizens’ Advocate Office is primarily due to pay rate increases provided in FY
2012 that averaged 7.4%. The annualized increase in pay rates drives the increase of 3.8% for the office.

Funding
The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.

Total Governor's Office Funding by Source of Authority
2015 Biennium Budget - Citizens' Advocate Office
Non-

Budgeted Statutory Total % Total MCA  Statutory
Funds HB 2 Proprietary Appropriation All Sources All Funds Reference Category
General Fund $189,395 $0 $0 $189,395 91.9%
State Special Total $16,755 $0 $0 $16,755 8.1%
Total All Funds $206,150 $0 $0  $206,150 100.0%
Percent - Total All Sources  100.0% 0.0% 0.0%
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In the 2015 biennium, the Citizens” Advocate Office budget proposal is funded 91.9% with general fund and 8.1% with
state special revenue. The state special revenue account is funded through charges by the Citizens’ Advocate to the
Department of Public Health and Human Services (DPHHS) for the telephone calls that the office handles on behalf of
DPHHS, as they are the initial point of contact for many DPHHS programs.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 90,582 90,582 181,164 95.65% 101,699 101,699 203,398 98.67%
Statewide PL Adjustments 4,182 4,049 8,231 4.35% 1,474 1,278 2,752 1.33%
Other PL Adjustments 0 0 0 0.00% 0 0 0 0.00%
New Proposals 0 0 0 0.00% 0 0 0 0.00%
Total Budget $94,764 $94,631 $189,395 $103,173 $102,977 $206,150

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
Personal Services 5,395 5,256
Vacancy Savings (3,949) (3,943)
Fixed Costs 28 (35)

Total Statewide Present Law Adjustments
$4,182 ($2,708) $0 $1,474 $4,049 ($2,771) $0 $1,278

Grand Total All Present Law Adjustments
0.00 $4,182 ($2,708) $0 $1,474 0.00 $4,049 ($2,771) $0 $1,278
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of
funding.

[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 5.00 5.00 5.00 5.00 5.00 5.00 0.00 0.00%
Personal Services 355,258 324,166 357,130 357,846 679,424 714,976 35,552 5.23%
Operating Expenses 55,562 73,427 59,425 59,134 128,989 118,559 (10,430) (8.09%)
Total Costs $410,820 $397,593 $416,555 $416,980 $808,413 $833,535 $25,122 3.11%
General Fund 410,820 397,593 416,555 416,980 808,413 833,535 25,122 3.11%
Total Funds $410,820 $397,593 $416,555 $416,980 $808,413 $833,535 $25,122 3.11%

Program Description

The Mental Disabilities Board of Visitors is charged with formally reviewing patient care and assisting people who have
complaints about services at Montana's licensed mental health centers, community hospital psychiatric units, children’s
residential treatment programs, and at the state facilities that serve people with mental illnesses and developmental
disabilities. The board provides legal services to patients at Montana State Hospital. The Governor appoints six board
members who represent recipients of services and their families, and the mental health and developmental disability
professions. The board employs administrative and legal staff and contracts with mental health and developmental
disability professionals to carry out its responsibilities for patient representation and facility review. The Mental
Disabilities Board of Visitors Program was created by the Developmental Disabilities Act of 1975 and the Mental
Commitment and Treatment Act of 1975 and exists as a state mandate.

The Mental Health Ombudsman is statutorily directed to “represent the interests of individuals with regard to need for
public mental health services”. The office functions with 1.5 FTE responding to statewide requests for service. The
Office of the Ombudsman was created by the legislature in 1999 and is appointed by the Governor for a four year term.

Program Highlights

Mental Disabilities Board of Visitors
Major Budget Highlights

¢ The 2015 biennium budget for the Mental Disabilities Board of Visitors
would be a 3.1% increase from the 2013 biennium
e Increased costs in personal services result primarily from
adjustments due to a vacancy in the base year and a reclassification

Program Discussion

The executive proposal for the Mental Disabilities Board of Visitors budget would increase by 3.1% from the 2013
biennium budget. Personal service increases include a base adjustment shown as a new proposal that would provide
sufficient funding for one position that was vacant in the base year and one position that was reclassified in FY 2013.

Funding
The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.
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Total Governor's Office Funding by Source of Authority
2015 Biennium Budget - Mental Disabilities Bd Visitrs
Non-

Budgeted Statutory Total % Total MCA  Statutory
Funds HB 2 Proprietary Appropriation All Sources All Funds Reference Category
General Fund $833,535 $0 $0  $833,535 100.0%
Total All Funds $833,535 $0 $0  $833,535 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%

The Mental Disabilities Board of Visitors is entirely funded with general fund.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Base Budget 410,820 410,820 821,640 98.57% 410,820 410,820 821,640 98.57%
Statewide PL Adjustments (8,841) (8,416) (17,257) (2.07%) (8,841) (8,416) (17,257) (2.07%)
Other PL Adjustments 2,094 2,094 4,188 0.50% 2,094 2,094 4,188 0.50%
New Proposals 12,482 12,482 24,964 2.99% 12,482 12,482 24,964 2.99%
Budget Summary by Category
General Fund Total Funds

Budget Budget Biennium Percent Budget Budget Biennium Percent

Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Total Budget $416,555 $416,980 $833,535 $416,555 $416,980 $833,535

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

IPresent Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 3,673 4,417
Vacancy Savings (14,358) (14,386)
Inflation/Deflation (93) (59)
JFixed Costs 1,937 1,612

Total Statewide Present Law Adjustments
($8,841) $0 $0 ($8,841) ($8,416) $0 $0 ($8,416)

DP 104 - Motor Pool Leased Vehicle
0.00 2,094 0 0 2,094 0.00 2,094 0 0 2,094

Total Other Present Law Adjustments
0.00 $2,094 $0 $0 $2,094 0.00 $2,094 $0 $0 $2,094

Grand Total All Present Law Adjustments
0.00 (%6,747) $0 $0 (%6,747) 0.00 ($6,322) $0 $0 ($6,322)
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DP 104 - Motor Pool Leased Vehicle - The executive requests the acquisition of a small leased vehicle from the state
motor pool for use by the staff of the Board of Visitors.

New Proposals

New Proposals
Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 2001 - Board of Visitors Pay Discrepancy
20 0.00 12,557 0 0 12,557 0.00 12,557 0 0 12,557
DP 6101 - Professional Development Center Fee Allocation
20 0.00 (75) 0 0 (75) 0.00 (75) 0 0 (75)
Total 0.00 $12,482 $0 $0 $12,482 0.00 $12,482 $0 $0 $12,482

DP 2001 - Board of Visitors Pay Discrepancy - The executive requests an adjustment in personal service costs. The

increase would fully fund two paralegal positions that were partially vacant in FY 2012 and a position reclassification.

DP 6101 - Professional Development Center Fee Allocation - The executive requests to transfer Professional

Development Center (PDC) costs from this program to the Centralized Services Program

executive’s proposal to make PDC a fixed cost see the narrative for the Department of Administration.

LFD Budget Analysis
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Total Governor's Office Funding by Source of Authority

2015 Biennium Budget

Non-
Budgeted Statutory Total % Total

Funds HB 2 Proprietary Appropriation  All Sources  All Funds
General Fund $11,888,569 $0 $0 $11,888,569 99.9%
State Special Total $16,755 $0 $0 $16,755 0.1%

02253 Citizen's Advocate State Special Re $16,755 $0 $0 $16,755 0.1%
Total All Funds $11,905,324 $0 $0  $11,905,324 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%




5% Base Budget Reduction Form
17-7-111-3(f)

AGENCY CODE & NAME:

TARGETED REDUCTION TO EQUAL 5% OF CURRENT

BASE BUDGET

Priority

SERVICE(S) TO BE ELIMINATED OR
REDUCED

=

Reduce Economic Development contracts

Reduction of agency travel expenses
Reduce cell phone usage by 25%

w

Eliminate 0.50 FTE from Citizen's Advocate

Eliminate 0.50 FTE from Mental Health Ombudsman

© 00N

10

TOTAL SAVINGS

DIFFERENCE

5% Base Budget Reduction Form

AGENCY CODE & NAME:

31010 Governor's Office

Minimum Requirement

General Fund

State Special
Revenue Fund

$
257,852

General Fund
Annual Savings

$ 556

State Special
Revenue Annual

#1  BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR

REDUCTION:

The Governor's Office of Economic Development would contract for fewer services which could

potentially help spur economic growth within the state.

#2  THE SAVINGS THAT ARE EXPECTED:

Savings

$

176,000

$

20,254

$ 4,325

$

30,600 $ 556

$

26,673

$

257,852 $ 556

0 0
31010
Governor's
Office
$176,000.00

Loss of the contractors' services to the Governor's Office could negatively impact the development

of new business and economic growth within the state.



#3

#4

#5

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

The economic vitality of Montana could be affected by this reduction.

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR FEDERAL
STATUTE - YES OR NO: No

5% Base Budget Reduction Form

AGENCY CODE & NAME: 31010

#1

#2

#3

#4

#5

Governor's
Office

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

Reduce agency travel expenses up to 20 percent.

THE SAVINGS THAT ARE EXPECTED: $20,254.00

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR

REDUCTION:
There would be less face to face contact with partners, other agencies, and professional
organizations. Networking opportunities would be reduced.

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:
Constituents may not receive the kind of service and opportunity to voice their concerns that they
expect. Staff may experience less opportunities for training which enhance their ability to
effectively and efficiently perform their tasks.

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR FEDERAL
STATUTE - YES OR NO: No.

5% Base Budget Reduction Form

AGENCY CODE & NAME:

#1

Governor's
31010 Office

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:



#2

#3

#4

#5

Reduce the number of cell phones carried by staff members

THE SAVINGS THAT ARE EXPECTED: $4,325.00

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

Staff members may not be as easily reachable regardless of where they are conducting business.

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

Staff may not be as readily informed regarding important business matters.

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR FEDERAL
STATUTE - YES OR NO: No.

5% Base Budget Reduction Form

AGENCY CODE & NAME:

#1

#2

#3

#4

#5

Governor's
31010 Office

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

Eliminate the 0.50 FTE from the Citizen's Advocate Office

THE SAVINGS THAT ARE EXPECTED: $30,600.00

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

The Citizen's Advocate Office would not be able to field as many phone calls or letters from
constituents. Potentially, the office would not be covered during all business hours.

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:
A 0.50 staff member would be laid-off. Constituents may not receive as prompt and thorough
services from the Citizen's Advocate.

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR FEDERAL
STATUTE - YES OR NO: No.

5% Base Budget Reduction Form

AGENCY CODE & NAME:



Governor's
31010 Office

#1  BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

Eliminate the 0.50 FTE from the Mental Health Ombudsman

#2  THE SAVINGS THAT ARE EXPECTED: $26,673

#3  THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

The Mental Health Ombudsman would have to conduct all the office's administrative and secretarial
tasks as well as fulfill all tasks required of their position.
#4  HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

The Ombudsman may not be as available to the constituents if significant time is required for
administrative tasks. The 0.50 FTE staff member would be laid-off.

#5 \WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR FEDERAL
STATUTE - YES OR NO: No

5% Base Budget Reduction Form

AGENCY CODE & NAME:

Governor's
31010 Office
#1 BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:
Eliminate the 0.50 FTE from the Mental Health Ombudsman
#2 THE SAVINGS THAT ARE EXPECTED: $26,673

#3  THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

The Mental Health Ombudsman would have to conduct all the office's administrative and secretarial
tasks as well as fulfill all tasks required of their position.

#4  HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

The Ombudsman may not be as available to the constituents if significant time is required for
administrative tasks. The 0.50 FTE staff member would be laid-off.



#5 \WWHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR FEDERAL
STATUTE - YES OR NO: No

5% Base Budget Reduction Form

AGENCY CODE & NAME:

#1  BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

#2  THE SAVINGS THAT ARE EXPECTED:

#3  THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

#4  HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

#5  WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:

5% Base Budget Reduction Form

AGENCY CODE & NAME:

#1  BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

#2  THE SAVINGS THAT ARE EXPECTED:

#3  THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

#4 HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:



#5  WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:

5% Base Budget Reduction Form

AGENCY CODE & NAME:

#1 BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

#2  THE SAVINGS THAT ARE EXPECTED:

#3  THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

#4  HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

#5  \WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:

5% Base Budget Reduction Form

AGENCY CODE & NAME:

#1 BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

#2  THE SAVINGS THAT ARE EXPECTED:

#3
THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR REDUCTION:



#4  HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

#5  \WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR FEDERAL
STATUTE - YES OR NO:



Executive Office of the Governor

The Governor will carry out the executive power vested by the Montana Constitution and see that the laws of the state
are faithfully executed.

The Governor will appoint and supervise the directors of each executive department. The Governor’s cabinet will
continue to meet regularly as a team. Directors will meet with the Governor and Chief of Staff to develop and execute
consistent management for the effective and efficient delivery of services to the citizens of the State of Montana.

In accordance with constitutional and statutory requirements, the Governor will submit to the legislature a budget
detailing expenditures and revenues. That budget will permit the State of Montana to continue to live within its means
and will offer sustainable solutions to fund state services. It will continue to emphasize the state’s responsibility to the
least and the last of its citizens and provide for the fair and consistent collection of state tax revenues.

The Governor, as mandated by the Constitution, will give information to the legislature and recommend measures he
considers needed and suitable. Those measures will be founded on the principles of sustainability, efficiency and
effectiveness.

The Governor will sign, issue amendatory vetoes or veto legislation presented by the Legislature. He will convene the
Legislature in special session if necessary.

The Governor will carry out the duties of commander-in-chief of the militia forces of the state and, if necessary, call
out any part of those forces as prescribed by the Constitution and statutes. The Governor will advocate at executive and
congressional levels on behalf of Montana’s National Guard and its missions at home and abroad.

The Governor will make appointments to Boards and Commissions as required by law and establish those advisory
councils he deems necessary. The Governor will continue to make appointments that ensure a diversity of membership
that appropriately reflects the population demographics of Montana at large.

The Office will advise the Governor on policy issues related to economic development; assist the Governor in
accomplishing his economic development initiatives; lead the state's business recruitment, retention, and expansion
efforts; coordinate the development and distribution of a statewide coordinated strategic economic development
marketing plan; and serve as the state's primary economic development liaison between federal, state, and local
agencies, Montana tribal governments, private, nonprofit economic development organizations, and the private sector.
In doing so, the office will focus on infrastructure development, technology development, workforce development,
marketing and recruitment, permitting and regulatory issues, energy development and capital development.
Program: Office of the Lieutenant Governor
The Office of the Lieutenant Governor will carry out the duties prescribed in Montana’s Constitution and statutes. He
will continue to represent and assist the Governor at his request.
Program: Office of Budget and Program Planning
The Office of Budget and Program Planning will plan a sustainable budget for the 2017 biennium in detail and 2019
biennium at a high level and meet the following objectives:

1. Track and manage general fund cash and fund balance through the 2015 biennium

2. Evaluate expenditures and revenues for sustainability into the future

3. Evaluate all policy issues and concerns for fiscal implications
Program: Office of the Citizens’ Advocate
The Citizens’ Advocate will continue to be the open door to ease Montanans’ access to their government, its programs,
its administrators and its documents. Access will continue to be offered in person, by toll-free telephone, and by
internet access through a website. The staff of the office will timely respond to Montanans and, as appropriate,
“advocate” on behalf of citizens experiencing difficulty in their dealings with agencies or departments of state
government.
Program: Office of Indian Affairs



The Director of Indian Affairs serves as the Governor’s Ambassador to the Tribal Nations of Montana. The Director
will assist the Governor in developing and implementing the policies of the executive branch in its relationships with
the Tribal Nations. The Director will advise the Governor and the members of Montana’s congressional delegation, if
requested, on matters relating to Tribal Nations and act as a spokesperson for Montana’s Indian people when
requested.
Program: Governor’s Residence Maintenance
The Governor’s residence will be properly managed, maintained, equipped, and stocked for the Governor, his family,
and the official public functions hosted there.
Program: Air Transportation Program
The Governor will be provided with the necessary air transportation for the safe and efficient performance of his public
duties.
Program: Mental Health Ombudsman
The Mental Health Ombudsman will continue to work to improve Montana citizens’ access to public mental health
services and to services provided when citizens are transitioning from public to private services. The ombudsman will
provide an annual report to the Governor and to the Legislature, and may make recommendations regarding the mental
health system.
Program: Mental Disabilities Board of Visitors
To meet the statutory requirements assigned to the Board of Visitors the following are the goals of the Board and its
staff will:

o actively engage with Montana’s mental health facilities and with the Montana Developmental Center through

site reviews and ongoing dialogue regarding treatment improvement.
e actively support consumers and family members in their requests for assistance.
e participate in activities that promote mental health system transformation.



Agency Description Definition of Terms

The Office of the Secretary of State:
e Interprets state election laws and oversees state and federal elections
e Maintains the official records of the executive branch and the acts of the legislature
e Reviews, maintains, and distributes public-interest records of businesses and nonprofit organizations
e Publishes administrative rules adopted by state departments, boards, and agencies

e Attests to the governor’s signature on executive orders, proclamations, resolutions, extradition papers, and
appointments

e Preserves the state seal

e Files and maintains records of secured financial transactions, such as liens

e Serves on the state Board of Land Commissioners and the Board of Examiners
¢ Commissions notaries public

e Serves on the Capital Finance Advisory Council

e Provides public records management guidance and technical assistance

Total FY 2012 FTE: 57.25 FTE, 1.85 FTE funded with federal funds, 55.40 funded with proprietary funds

How Services are Provided

The office is comprised of one program, the Business and Government Services Program, which consists of five divi-
sions that provide the following major functions:

Administration Division
e Office budgeting, accounting, payroll, and administration
e Information technology development, administration, and support

e Establishes and provides general oversight and policy direction for the office

Montana Legislative Fiscal Division www.leg.mt.gov/css/fiscal
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Records and Information Management Division

o Establishes guidelines for inventorying, cataloging, retaining, and transferring all public records of state
agencies and operates state records center to store and service public records

e Microfilms documents for state agencies and approves microfilming projects and microfilm equipment pur-
chases of state agencies

e Assists the legislative and judicial branches in establishing records management procedures
Business Services Division

¢ Files and maintains charter documents for Montana and foreign corporations and limited liability compa-
nies

e Registers and maintains records for trademarks, limited liability partnerships, and assumed business names
¢ Files and maintains lien notices within central lien notification system
e Files and maintains records of Montana and foreign limited partnerships

e Assembles, prepares, and publishes the federal farm products Master List for registered buyers under the
authority of the United States Department of Agriculture

Elections and Government Division

e Files legislative bills from introduction through approval by the Governor and assigns chapter numbers for
the session laws of Montana

e Files the journals of the legislature
e Files and maintains the record of declarations of nomination of candidates for state and district offices

e Prepares, publishes, and distributes instruction manuals for election officials and election judges, including
forms for use in elections

e Prescribes and certifies official primary and general election ballots

e Assists, trains and advises local election administrators in election matters, and publishes and distributes
election laws

e Files petitions for and prepares, publishes, and distributes the voters' information pamphlet on special
measures and constitutional amendments

e Maintains the record of executive reorganization, official acts of the Governor, applications for pardons and
commutation of sentence, requisitions for extradition

Administrative Rules of Montana and Notary Certification Division
e Prescribes the format for the administrative rules of state agencies

e Publishes and distributes the Montana administrative register of proposed and adopted administrative rules
of state agencies

e Publishes and distributes the complete administrative rules on Montana
e Distributes commissions of notaries public issued by the Secretary of State
e Provides training for Montana notaries

e Investigates complaints regarding Montana notaries

LFD/\M
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Sources of Spending Authority

Secretary of State's Office - All Authority - FY 2012

Budget
Amendment ;
$146,194;29%___ —

Off Base; /
$450,000; 8.8%

/ Proprietary;
Other ;$9,287; $4,508,352;
0.2% / 88.2%

The above chart shows the sources of authority of the Secretary of State’s Office. For a more detailed description of
accounting terminology, please refer to the definition of terms. The operations of the Secretary of State are funded pri-
marily with proprietary funds derived from fees for services, document sales, and other fees established in statute.

In the table above, the budget amendments shown are from federal grants mainly for the Help America Vote Act of
2002.

The off-base funding is for a one-time-only biennial appropriations included in the 2013 budget. Because the appropri-
ations are considered one-time-only, these expenditures were removed from the base and therefore no base exists.

Expenditures

The agency did not have HB 2 authority for expenditures that are considered base costs, therefore the agency does not
have an expenditure table in this Agency Profile.

Funding

The agency did not have HB 2 authority for funding that is considered ongoing, therefore the agency does not have an
HB 2 funding table in this agency profile. Beginning in FY 2003, the federal Help America Voter Act of 2002 (HAVA)
provided federal special revenue for election reform initiatives. The legislature has provided authority for this funding
through one-time-only appropriations.

LFDAAL
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How the 2013 Legislature Can Effect Change

In order to change expenditure levels and/or agency activity, the legislature must address one or more of the following
basic elements that drive costs:

e State laws associated with the requirements and duties associated with election laws

o Laws that impact the frequency of interactions between the office and those served

e Laws associated with requirements and duties associated with election laws

Major Cost Drivers

The personal services and operating expenses incurred by the agency are driven by:

L

e Number of businesses within Montana that use business services

e FElections and additional costs incurred if a recount is required

e Volume and type of state agency records

e Volume of legislative bills

e Number of notaries and complaints against notaries

Division FY 2008 FY 2012 Significance of Data
Business Services Division |Documents processed for 5,625 New Filings 2,278 New Filings |Workload

registration of new Montana |52,661 Annual Reports | 53,396 Annual Reports

domestic corporations

Documents process ofr 1,652 New Filings 1,829 New Filings [Workload

registration of new Montana |12,497 Annual Reports | 14,314 Annual Reports

foreign corporations

Documents processd for 8,840 New Filings 8,301 New Filings [Workload

registration of new Montana (47,628 Annual Reports | 54,947 Annual Reports

domestic limited liability

corporations

Documents processed for 1,072 New Filings 1,454 New Filings |Workload

registration of new Montana |4,301 Annual Reports | 6,239 Annual Reports

foreign limited liability

companies

Average document 10 days 4 to 7 days Efficiency (if

processing turnaround time documents
processed
accurately)

Customer services telephone |3 minutes 20 seconds Efficiency of

wait time electronic phone
system

Online services available 17 14 Only BSD Services |Accessibility of
information through
electronic means

DA

Montana Legislative Fiscal Division

www.leg.mt.gov/css/fiscal



Page 5

Funding/Expenditure History

Since the HAVA funding provided for the SOS has been included as a one-time only appropriation by the 2009 and
2011 Legislatures, a table showing the last four year of funding and expenditures is not included in this profile.

Major Legislative Changes in the Last Ten Years

Prior to FY 2003, the office was funded exclusively with proprietary funds. Beginning in FY 2003, the office received
funding federal funding for election reform activities under the Help America Vote Act of 2002. Under federal require-
ments, HAVA was used to improve the election process and access to polling places across Montana.

For further information, you may wish to contact the agency at:
Montana Secretary of State

State Capitol Building, 1301 E. 6th Ave.

Helena, MT 59601

Phone: (406) 444-2034

Webpage: http://sos.mt.gov/

LFDAAL-
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Total Secretary Of State's Office Funding by Source of Authority

2015 Biennium Budget

Non-
Budgeted Statutory Total % Total
Funds HB 2 Proprietary Appropriation All Sources All Funds
General Fund $1,384,658 $0 $0 $1,384,658 100.0%
Total All Funds $1,384,658 $0 $0 $1,384,658 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%




Goals and Objectives

GOAL: The Secretary of State will enhance services to the public utilizing technology throughout
all divisions to improve the user’s ability to receive information and access services provided by
this office.

Digitized Ballot Creation: Create a uniform and digitized precinct level ballot creation mechanism
for all 56 counties — easing the work load for County Clerks and Recorders and Election
Administrators and providing the public a downloadable sample ballot to preview before Election
Day.

Expanded E-Notification Service for Annual Report Filers: Continue to expand the use of e-
notifications for Annual Report filing reminders — reducing costs by decreasing the number of
paper filings and encouraging greater use of the office’s online filing services.

Improved Notarial Training: Provide professional online and in-person training for notaries public
to provide easily accessible and valuable training for all notaries in Montana.

Modernized Election Night Reporting: Implement a customized “Follow this Contest” election
reporting function, allowing any online user on Election Night to create an individualized page
detailing and displaying statewide, county, and precinct level results for the user’s selected election
contests.

Local Election Results: Implement results for local election races (County Commissioner, Clerk
and Recorder, Justice of the Peace, etc.) and make available online through the statewide election
night reporting system.

Improved Online Business Services: Enhance online business forms through ongoing web and
business system development to improve online services and ensure user-friendly computer
formatting for our business services customers.

Personalized Absentee Ballot Tracking: Support the personalized absentee ballet tracking
function that will allow a voter visiting sos.mt.gov to check and see if their absentee ballot was
sent and received. The service will provide peace of mind for absentee voters and reduce calls to
the county election offices.

Online Training for Records and Information Management: Implement new training and
information services to help state agencies with Records Management components, such as
retention schedule creation and a web-enabled records management system to help track storage
measurements for state and local agencies.



Digitizing Ballot Initiative Signature Sheets: Scan and digitize submitted, and county approved,
ballot initiative petition sheets — making them available to interested parties earlier and in a secure
manner for future election cycles.

Modernized Businesses Information System: Modernize the office’s outdated, 30 plus-year-old
business information system. SOS will support and upgrade existing systems while implementing a
new information system for the office. The first phase includes the new UCC Lien Filing application
and office accounting application. The following phases will replace the corporate filing system,
notary filing system, and other smaller legacy applications.

Electronic Voting for Absent Military and Overseas Citizen Voters: Implement a system for
voters covered under the Uniformed and Overseas Citizens Absentee Voting Act (UOCAVA) to be
able to receive, mark, and transmit a ballot for state and federal elections in a seamless, electronic
process.

Enhance the Online Administrative Rules System: Host and maintain the program in-house,
and resolve unsettled programming errors that occurred during system development in 2007 and
2008.

Electronic transmission of Voter Registration records from MT Motor Vehicle Division:
Evaluate resources and refine technology upgrade plan to transmit voter registration information
and electronic signature from MVD to the Secretary of State VR database.

State-to-state voter registration data sharing initiative: Join a national effort to compare VR
information between states to help with VR list maintenance and to identify eligible but not
registered individuals.

Provide mobile access to SOS services: Develop application to allow mobile devices access to
My Voter Page and other SOS services.

Enhance Information Technology Support: Develop in-house IT staff capacity with up-to-date
skill sets, depth of knowledge, cross-training to support agency IT applications and customer
needs while ensuring compliance with state security and continuity of government policies.



3201 - SECRETARY OF STATES OFFICE

01-BUSINESS & GOVERNMENT SERVICES

Agency Budget Comparison
The following table summarizes the total executive budget for the agency by year, type of expenditure, and source of

funding.
Agency Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 0.00 0.00 1.00 1.00 0.00 1.00 1.00 n/a
Personal Services 0 0 59,376 59,374 0 118,750 118,750 n/a
Operating Expenses 0 0 1,104,253 594,655 0 1,698,908 1,698,908 n/a
Equipment & Intangible Assets 0 0 40,000 40,000 0 80,000 80,000 n/a
Grants 0 0 0 0 0 0 0 n/a
Total Costs $0 $0 $1,203,629 $694,029 $0 $1,897,658 $1,897,658 n/a
General Fund 0 0 690,629 694,029 0 1,384,658 1,384,658 n/a
JFederal Special 0 0 513,000 0 0 513,000 513,000 n/a
Total Funds $0 $0 $1,203,629 $694,029 $0 $1,897,658 $1,897,658 n/a

Agency Description

Agency Mission: It is the mission of the Secretary of State (SOS) to improve services to Montana’s voters, business
community, and governmental agencies through open communications, effective use of technology, and transparent

accountability.

For additional information please refer to the agency profile.

Agency Highlights

Secretary of State’s Office
Major Budget Highlights

No base funding exists for the office as the 2011 Legislature designated the
$1.1 million in federal Help America Vote Act funds appropriated for the
2013 biennium as one-time-only

HB 2 funding consists of a request to fund operating costs associated with the
Statewide Voter Registration System (SVRS) with the remaining HAVA
funds

The remainder of the office funding is derived from non-budgeted proprietary
funds

Legislative Action Issues

Almost $0.3 million of Help America Vote Act funds are available to support
SVRS in FY 2015 and can be used to reduce proposals to provide general
fund support

A growing fund balance in the enterprise fund is available to fund the SVRS
eliminating the need for general fund support as proposed by the executive

LFD Budget Analysis

A-49

2015 Biennium
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Agency Discussion

In the 2013 biennium the legislature provided a biennial appropriation of $1.1 million from the federal Help America
Vote Act (HAVA) funds to provide grants to counties for continued voting equipment improvements. HAVA was
passed by Congress in the wake of the controversial 2000 presidential election in Florida. The 2011 Legislature
designated the HAVA funds one-time-only for the 2013 biennium. As a result, the table on the previous page does not
reflect FY 2012 base spending for the agency.

In FY 2012 SOS used HAVA funds to meet federal requirements included in the federal act. The act requires states to
improve their federal elections processes. As part of the improvements the state is required to maintain a state-wide
voter file as a uniform, official, centralized, interactive computerized system. Montana has developed the Statewide
Voter Registration System (SVRS) to serve this purpose. In addition, SOS maintains the electronic statewide election
reporting system (eSERS) used for election night reporting at the precinct level, and to prepare the county and statewide
canvass reports. In the event of a recount, the system is also used to complete a recount canvass report. Other uses of the
federal funds in FY 2012 included post-election audits of voting results, county election training, and support for 1.00
FTE to support these functions.

The executive is requesting:
o $1.3 million in general fund over the 2015 biennium to support SERVS
o $0.5 million in federal HAVA funds to provide for eSERS and the other uses of the federal funds outlined above
as a one-time-only biennial appropriation

LED General Fund Can Be Reduced or Eliminated by Utilizing Federal and Proprietary Funds to Support HAVA
ISSUE Requirements

Use of HAVA Funds

SOS indicates the following costs are included in the proposal for federal HAVA funds in FY 2014:
o $50,000 and 1.00 FTE to support the administrative functions associated with HAVA requirements excepting

those for the SVRS
o $30,000 for eSERS Figure 1
o $20,000 for post-election audits Secretary of State
0 $30,000 for election training and administration Help America Vote Act
Actual Budgeted  Proposed
The office anticipates they will require an additional $130,000 of [Income Statement SV PV A YA

HAVA funds in FY 2015 to support these activities or a total of |Bedinning Fund Balance  $1,846,695 $1,350.232  $702,232
$260,000 over the 2015 biennium. This figure is $253,000 below 5

g q q q an g . evenues
the amount requested, which the office indicated it intends to use in | jyyestment Earnings 4,794 2,000 1,000
the 2017 biennium.

Expenditures

Figure 1 shows the income statement for the HAVA funds using the | Personal Services 107,112 0 0
entire amount requested by the office in the 2015 biennium. Operating Expenses 393,862 0 513,000

Grants 28,305 650,000 0
A review of the income statement for the Help America Vote Act |Tot! Expenditures ATl RO LY
account shows that as proposed by the executive, almost $443,000 AdjUstments 28,022 0

of funds are available at the end of FY 2014:
o $190,000 in estimated fund balance Ending Fund Balance $1,350,232  $702,232  $190,232
0 $253,000 in requested authority in FY 2014 that is intended
for the 2017 biennium
The legislature may wish to consider supporting SVRS with the available HAVA funds.

LFD Budget Analysis A-50 2015 Biennium
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LFD

1SSUE Use of Proprietary Funds

CONT. As discussed in more detail in the Funding and Proprietary Rates sections, the office is supported by a
proprietary fund. According to the SOS, the proprietary fund provides support for the following major

functions:
o0 Election administration
Registration and document filing of Montana businesses
Publication and distribution of administrative rules
Records management of public documents generated by state and local government
Centralized services for the Secretary of State’s Office

O O0OO0Oo

The 2013 Biennium Report on Internal Service and Enterprise Funds for the business and government services account
in the enterprise fund shows and the last several legislative audits confirm that the fund balance for the enterprise fund
used to finance the operations of the Secretary of State is high and fees are not commensurate with costs. The projected
ending fund balance at the end of FY 2015 is $5.3 million.

With a projected ending fund balance of $5.3 million at the end of FY 2015 it appears the fund could be used for
additional election administration costs associated with maintaining the SVRS originally authorized using HAVA funds.
Under the previous Secretary of State, the purpose for accumulating the balance was stated as being needed to upgrade
the computerized management system used by the office. Furthermore, the office was successful in obtaining general
fund from the 2009 Legislature to finance the first of five planned phases for upgrading the office’s management system.
The current Secretary of State has stated that the balance of the fund is needed to finance costs for the operation of the
office. Based on the projected increased fund balance projected for FYE 2015, this does not appear to be the case for the
2015 biennium. The legislature may wish to consider funding costs for SVRS using the proprietary funds allocated to
the agency.

Legislative Option
Fund SVRS costs in the 2015 biennium utilizing:
0 $221,500 in HAVA funds each year of the biennium
0 $469,129 in FY 2014 and $472,529 in FY 2015 from the proprietary fund

Agency Personal Services

Personal Services Growth

The personal services costs for the agency are included in the proprietary funding of the office. The increases over the
2012 base amount are primarily due to the following factors:

0 Pay increases are annualized to full year funding in the 2015 biennium

0 Additional FTE requested for the statewide voter registration system

Pay Changes Given in the Base Year

During FY 2012, the agency used funding from vacancies to fund strategic pay adjustments that averaged 1.00% for
every position.

5% Plans

Statute requires that agencies submit plans to reduce general fund and certain state special revenue funds by 5%. The
Secretary of State is not required to submit a 5% reduction plan as the office has no general fund or state special revenue
funds.

LFD Budget Analysis A-51 2015 Biennium
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IT Systems

State agencies have identified information technology (IT) systems that are critical to the state as a whole or to the
agency. Further, state agencies have assessed the age of the systems to establish whether the system is:
0 New
Emerging
Mature
Declining
Obsolete

O O0OO0O0

The Legislative Finance Committee recommended that House Appropriations and Senate Finance and Claims Committee
leadership direct the Long Range Planning Subcommittee to meet jointly with each of the appropriate joint
appropriations subcommittees to discuss priorities related to critical IT systems, and that state agencies be prepared to
discuss:

0 Current plans to address obsolescence

0 Costs to replace the system

o Costs of maintaining the current system

0 Risks associated with both retaining the current system and replacing the system

LFD staff will be prepared to discuss issues related to those systems that have been determined to be either critical to the
state as a whole or to the agency and either declining or obsolete. Issues include security, continuity of operations, and
funding.

Agency Goals and Objectives
Goals and objectives for the agency can be found in the appendix.

Funding
The following table shows agency funding by source of authority, as proposed by the executive.

Total Secretary Of State's Office Funding by Source of Authority
2015 Biennium Budget - Business & Government Services
Non-
Budgeted Statutory Total % Total MCA  Statutory
Funds HB 2 Proprietary Appropriation All Sources All Funds Reference Category
General Fund $1,384,658 $0 $0  $1,384,658 12.4%
Federal Special Total $513,000 $0 $0 $513,000 4.6%
03715 Elections Federal Grant $513,000 $0 $0 $513,000 4.6%
Proprietary Total $0 $9,311,489 $0  $9,311,489 83.1%
06053 Sec. Of St. Business Services $0 $9,311,489 $0 $9,311,489 83.1%
Total All Funds $1,897,658 $9,311,489 $0 $11,209,147 100.0%
Percent - Total All Sources 16.9% 83.1% 0.0%

The operations of the Secretary of State’s Office are primarily funded with proprietary funds derived from fees for
services, document sales, and other fess established in statute. For further discussion regarding these funds refer to the
“Proprietary Rate” section of the narrative

The executive is proposing $1.4 million in general fund to support the statewide voter registration system. See related
issues under the Agency Discussion and the “Proprietary Rate” section for LFD issues with this proposal.

LFD Budget Analysis A-52 2015 Biennium
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In recent years, the federal Help America Vote Act of 2002 (HAVA) has provided federal special revenues for election
reform initiatives. Since expenditure of HAVA interest funds in the base were designated as one-time-only, these
expenditures were removed from the base and no base exists. Interest accrued on deposit of HAVA funds remains
unspent and funding from these funds is proposed for FY 2014.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category

General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 0 0 0 0.00% 0 0 0 0.00%
Statewide PL Adjustments 0 0 0 0.00% 0 0 0 0.00%
Other PL Adjustments 0 0 0 0.00% 0 0 0 0.00%
New Proposals 690,629 694,029 1,384,658 100.00% 1,203,629 694,029 1,897,658 100.00%
Total Budget $690,629 $694,029 $1,384,658 $1,203,629 $694,029 $1,897,658

As discussed in the Agency Discussion narrative, HAVA funding was designated as one-time-only for FY 2012 resulting
in new proposal request to reinstate federal funding for the 2015 biennium. General fund is proposed to support the
statewide voter registration system.

New Proposals

New Proposals

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds

DP 1501 - Statewide Voter Registration System (SVRS)

01 1.00 690,629 0 0 690,629 1.00 694,029 0 0 694,029

DP 1503 - HAVA Interest (Biennial) OTO
01 0.00 0 0 513,000 513,000 0.00 0 0 0 0
Total 1.00 $690,629 $0 $513,000 $1,203,629 1.00 $694,029 $0 $0 $694,029

DP 1501 - Statewide Voter Registration System (SVRS) - The executive requests support for 1.00 FTE and operational
costs to support the State Wide Voter file that was mandated by the federal Help America Vote Act (HAVA) of 2002.
The federal act requires states to maintain a uniform, official, centralized, interactive computerized system. The voter
file must be maintained for fixes and enhancements to the system.

LED See the Agency Discussion section for more information and related LFD issues on this proposal.

ISSUE

DP 1503 - HAVA Interest - Spending authority is requested for cumulative interest earnings from the Help America
Vote Act grant. Authority would be used for related expenses and grants to counties to continue to comply with the act.

Proprietary Rates
For Business and Government Services (06053)

Program Description
The Secretary of State’s Office conducts its daily operations through a single program, the Business and Government

LFD Budget Analysis A-53 2015 Biennium
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Services Program. It provides the following major functions:
o0 Election administration
Registration and document filing of Montana businesses
Publication and distribution of administrative rules
Records management of public documents generated by state and local government
Centralized services for the Secretary of State’s Office

O 00O

Program Narrative

Expenses
Significant costs for the program are for:

o Personal services for 55.25 FTE, $4.7 million over the 2015 biennium

0 Operating costs $9.3 million over the 2015 biennium including:
o $0.8 million for e-government transaction fees
o $0.5 million for information technology and communication services
o $0.4 million for building rent

Revenues

Revenues are received from fees charge to: 1) businesses and corporations for corporate filings, registration of assumed
business names, and trademarks; 2) state agencies and users of ARM for publishing and distributing the ARM and the
MAR, and storage and management of public documents; 3) candidates who file for elections; 4) Montana citizens who
apply to be notaries. Revenues, by source, have been steadily increasing since FY 2009 and are not projected to deviate
from this pattern.

Significant Present Law Adjustments

Statewide present law adjustments increase costs to the program by $123,000 in FY 2014 and $86,500 in FY 2015. The
agency proposes to use proprietary funding to support 1.00 FTE previously supported by HAVA funds at an increased
cost of $102,100 over the 2015 biennium.

Proprietary Rates

This program is funded with an enterprise type proprietary fund. As such, the legislature does not appropriate funds or
approve rates for the program. Instead, the legislature reviews the report for the enterprise fund and identifies any
concerns with the financial position of the fund. The report for the enterprise fund is available in the appendix.

Fees Not Commensurate with Cost
ISSUE As discussed in the agency narrative, the fees for the proprietary fund are not commensurate with costs. The
legislature may want to discuss plans the office has for addressing fees and operating costs of the office.

Although this fund is an enterprise fund, it functions the same as an internal service fund except that Montana business
owners and candidates for office rather than state agencies are paying the fees. LFD consulted with Legislature Services
Division legal staff to determine if there were any restrictions that would prohibit the legislature from transferring
proprietary funds to the general fund. The legal staff could not find any provisions in the constitution, code, or case law
that would prevent the legislature from “sweeping” an enterprise account.

Legislative Options
The legislature does not appropriate the fund, nor does it approve the fees, which are outlined in rule. If the legislature
considers in its review of the fund that the fees are not commensurate with costs it can:
0 Request that the Secretary of State lower fees to bring fees in line with the costs of the program after factoring in
the excess balance over a reasonable reserve in the rate determination; or
0 Transfer a portion of the fund to the general fund

LFD Budget Analysis A-54 2015 Biennium



Agency Description Definition of Terms

The Commissioner of Political Practices (COPP) has responsibilities that were defined by a legislative initiative in 1980
requiring disclosure of acts by lobbyists and business interests of elected officials. COPP also has responsibility for the
ethical standards of conduct for legislators, public officers, and state employees pursuant to Title 2, Chapter 2, MCA.

Total FY 2012 FTE: 7.00 FTE, funded with general funds

How Services are Provided

The commissioner monitors and enforces campaign practices and campaign finance disclosure, lobbying disclosure,
business interest disclosure of statewide and district candidates, elected state officials, and state department directors.
The commissioner investigates legitimate complaints that arise concerning any of the foregoing. The commissioner
also enforces the Montana Code of Ethics for legislators, public officers, and state employees, acting in a quasi-judicial
role in contested case hearings.

Sources of Spending Authority

The above chart shows the
sources of appropriation authori- Commissioner of Political Prac - All Authority - FY 2012
ty for the Commissioner of Polit-
ical Practices. For a more de-
tailed description of accounting
terminology, please refer to the
definition of terms. The opera-
tions of the COPP are entirely
funded with general fund. The
agency does receive fees for
printing and distribution, filing
fees from lobbyists, and levies
civil penalties for violations of
campaign laws. These fees are
generally minimal and are de-
posited into the general fund. A
portion of the $150 lobbyist reg-

HB2 ; $479,604;
100.0%

istration fee is deposited to a state special revenue account and used by the Legislative Branch to support public interest
television broadcasts (TVMT). The agency does not have either proprietary funds or statutory appropriations.

Montana Legislative Fiscal Division www.leg.mt.gov/css/fiscal
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Expenditures

The next chart explains how the House Bill 2 (HB 2) is spent. Of the total authority, 54.8% was spent on personal ser-
vices costs and 45.2% on operating expenses. This chart matches the agency base expenditure found in the 2015 Budg-
et Analysis.

Commissioner of Political Prac- HB2 Only - FY 2012

___ Personal Services;
$262,999;54.8%

Operating
Expenses;
$216,605;45.2%

Funding

Since the agency’s only funding authority is authorized through HB 2 and is general fund, the funding table for this
agency is identical to the source of authority table.

How the 2013 Legislature Can Effect Change

In order to change expenditure levels and/or activity the legislature might address:

e Laws governing elections, lobbyists, and candidates such as the filing and reporting process and fees
charged

e The code of ethics for public officers, public employees, and legislators
The legislature is less likely to control:
e The number of formal complaints and related compliant dockets

e Federal legislation or decisions by the Supreme Court impacting COPP such as the Supreme Court deci-
sion on corporate campaign donations

LFDA NS
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Major Cost Drivers

The Commissioner of Political Practices addresses its mandated duties with one appointed official and six staff mem-

bers. Activity for this agency varies depending upon :

e Elections

e Number of candidates filing for offices

e Level of on-going activity related to campaign

e Level of on-going activity related to ethics issues

Element 2008 2012 Significance of Data

Number of lobbyists 537 692  Decrease in workload

Number of principals 476 493  Increase in workload

Political practice complaints 15 39  Increase in costs and workloads
Lawsuits - 9 Increase in costs and workloads

Funding/Expenditure History

The table below shows historical changes to the agency’s base budget authority. Major reasons for changes are:

e Variations in the amount of legal costs incurred. In past biennia the agency has contracted with the Depart-
ment of Justice to provide legal counsel for cases where legal expertise is needed. In November 2012 the

agency had seven lawsuits pending

Commissioner of Political Prac - Authority Used to Establish the

Budget Base

600,000
500,000

400,000

300,000

200,000
100,000

2009

2010

2011

2012

= General Fund

495,986

433,817

402,851

479,604

u State Special

B Federal Special

Proprietary

= Expendable Trust

Total

$495,986

$433,817

$402,851

$479,604
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Major Legislative Changes in the Last Ten Years

HB 689 passed by the 2003 Legislature revised laws relating to lobbying. It established a payment threshold
of $2,150 that exempts an individual from being required to register as a lobbyist and pay the license fee
contained in 5-7-103, MCA, if the individual is paid less than this amount. Of the $150 filing fee, $50 is
deposited to the general fund and $100 to a state special revenue account that is appropriated to the Legisla-
tive Services Division to fund the state broadcasting system (TVMT).

HB 462 passed by the 2007 Legislature provides for establishment of constituent services accounts by per-
sons elected to statewide or legislative office or as a public service commissioner. Surplus campaign funds
may be deposited into the account. The bill requires the office holder to file a form establishing the account
with the COPP and quarterly reports relating to the account.

SB 253 passed by the 2007 Legislature allows certain broadcast campaign advertising material and an affi-
davit about the truth of the content of the material to be voluntarily filed with the COPP. Violation of this
section of law is to be investigated by the county attorney of the county in which the person filing the affi-
davit resides.

HB 3 passed by the 2009 Legislature provided COPP with a supplemental appropriations for additional le-
gal expenses and for the settlement of a lawsuit with the Canyon Ferry Road Baptist Church that resulted in
the Commissioner of Political Practices (COPP) having to compensate the church for its legal expenses af-
ter the church successfully contested the charges brought against it by the COPP.

For further information, you may wish to contact the agency at:
Commissioner of Political Practices

1205 8th Ave.

P.O. Box 202401

Helena, MT 59620-2401

Phone: (406) 444-2942

Webpage: http://www.politicalpractices.mt.gov/

LFDAAL-
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Agency Budget Comparison
The following table summarizes the total executive budget for the agency by year, type of expenditure, and source of
funding.

Agency Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 6.00 6.00 7.00 7.00 6.00 7.00 1.00 16.67%
Personal Services 263,000 306,626 385,271 384,934 569,626 770,205 200,579 35.21%
Operating Expenses 216,605 260,402 202,255 170,872 477,007 373,127 (103,880) (21.78%)
Total Costs $479,605 $567,028 $587,526 $555,806 $1,046,633 $1,143,332 $96,699 9.24%
General Fund 479,605 567,028 587,526 555,806 1,046,633 1,143,332 96,699 9.24%
Total Funds $479,605 $567,028 $587,526 $555,806 $1,046,633 $1,143,332 $96,699 9.24%

Agency Description

Agency Mission: To monitor and to enforce, in a fair and impartial manner: campaign practices and campaign finance
disclosure; lobbying disclosure; business interest disclosure of statewide and state district candidates, elected state
officials, and state department directors, ethical standards of conduct for legislators, public officers, and state employees,
and to investigate legitimate complaints that arise concerning any of the foregoing.

For additional information please refer to the agency profile.

Agency Highlights

Commissioner of Political Practices
Major Budget Highlights

¢ The executive proposes to add an in-house legal counsel and eliminate
contracted legal services reducing general fund for legal costs by $27,000
over the 2015 biennium

¢ Other increases include statewide present law adjustments for personal
services and fixed costs

Agency Discussion

The State Administration and Veteran’s Affairs Interim Committee requested HB 23, an act that:
0 Revises ethics violation laws for the Office of Commission of Political Practices (COPP)
0 Prohibits the commissioner from engaging in private business during office hours
0 Provides for resolution of charges of ethics violations by the COPP

Agency Personal Services
The executive proposes to add 1.00 FTE and general fund support for a legal counsel. The overall impact of the proposal
is a reduction of just over $27,000 in general fund over the 2015 biennium because of an offsetting reduction in current
costs to contract for legal representation through the Department of Justice. The personal services budget for the 2015
biennium increases over the FY 2012 base due to:

0 An overall vacancy savings rate of 8.3% compared to a budgeted 0% rate

o0 Annualization of broadband pay increases that were granted at various times in FY 2012

As of December 11, 2012, there was administrative assistance position that has been vacant since May 1, 2007
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5% Reduction Plan
Statute requires that agencies submit plans to reduce general fund and certain state special revenue funds by 5%. The
COPP is exempt from this requirement due to its small size as an agency.

IT Systems
State agencies have identified information technology (IT) systems that are critical to the state as a whole or to the
agency. Further, state agencies have assessed the age of the systems to establish whether the system is:
0 New
Emerging
Mature
Declining
Obsolete

O O0OO0Oo

The Legislative Finance Committee recommended that House Appropriations and Senate Finance and Claims Committee
leadership direct the Long Range Planning Subcommittee to meet jointly with each of the appropriate joint
appropriations subcommittees to discuss priorities related to critical IT systems, and that state agencies be prepared to
discuss:

0 Current plans to address obsolescence

0 Costs to replace the system

o Costs of maintaining the current system

0 Risks associated with both retaining the current system and replacing the system

LFD staff will be prepared to discuss issues related to those systems that have been determined to be either critical to the
state as a whole or to the agency and either declining or obsolete. Issues include security, continuity of operations, and
funding.

Agency Goals and Objectives
Goals and objectives for the agency can be found in the appendix.

Funding
The following table shows agency funding by source of authority, as proposed by the executive. Funding for each
program is discussed in detail in the individual program narratives that follow.

Total Comm Of Political Practices Funding by Source of Authority
2015 Biennium Budget - Administration
Non-

Budgeted  Statutory Total % Total MCA Statutory
Funds HB 2 Proprietary Appropriation All Sources AllFunds Reference Category
General Fund $1,143,332 $0 $0 $1,143,332 100.0%
Total All Funds $1,143,332 $0 $0 $1,143,332 100.0%
Percent - Total All Sou 100.0% 0.0% 0.0%

The Office of the Commissioner of Political Practices is funded entirely with general fund. A small amount of revenue is
generated from nominal fees for printing and distribution, as well as civil fines for violation of campaign laws. Both are
deposited into the general fund. In addition, COPP collects a $150 lobbyist filing fee that is also deposited into the
general fund. Of this amount, $100 is transferred to a state special revenue account for appropriation to the Legislative
Services Division to support the state broadcasting system TVMT. The lobbyist license expires at the end of each odd
numbered year, just before the start of the legislative session.
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Budget Summary by Category

The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category

General Fund

Total Funds

Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 479,605 479,605 959,210 83.90% 479,605 479,605 959,210 83.90%
Statewide PL Adjustments 87,339 79,064 166,403 14.55% 87,339 79,064 166,403 14.55%
Other PL Adjustments 0 0 0 0.00% 0 0 0 0.00%
New Proposals 20,582 (2,863) 17,719 1.55% 20,582 (2,863) 17,719 1.55%
Total Budget $587,526 $555,806 $1,143,332 $587,526 $555,806 $1,143,332

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative

descriptions.

[Present Law Adjustments
Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
Personal Services 50,768 50,476
Inflation/Deflation 76 153
Fixed Costs 36,495 28,435
Total Statewide Present Law Adjustments
$87,339 $0 $0 $87,339 $79,064 $0 $0 $79,064
Grand Total All Present Law Adjustments
0.00 $87,339 $0 $0 $87,339 0.00 $79,064 $0 $0 $79,064

Statewide present law adjustments include increases in personal services for the vacant administrative position,
annualization of the broadband pay adjustments, and statutorily required longevity.

New Proposals

New Proposals
Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 1 - Agency Legal Counsel
01 1.00 (13,497) 0 0 (13,497) 1.00 (13,542) 0 0 (13,542)
DP 3 - Change in Agency Location OTO
01 0.00 34,630 0 0 34,630 0.00 11,230 0 0 11,230
DP 6101 - Professional Development Center Training
01 0.00 (551) 0 0 (551) 0.00 (551) 0 0 (551)
Total 1.00 $20,582 $0 $0 $20,582 1.00 ($2,863) $0 $0 ($2,863)

DP 1 - Agency Legal Counsel - The executive is requesting funding for a 1.00 FTE for a Legal Counsel. COPP receives
numerous complaints each year requiring a significant amount of time to resolve. The contracted attorney from the
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Department of Justice can't keep up with the investigator. Currently there are 31 cases on the complaint docket. Sixteen
cases have been fully investigated and are ready for a decision. In addition to the complaint docket COPP has seven
pending lawsuits. The proposal includes a reduction for the cost of the contracted attorney.

The reduction in overall spending is due to elimination of contracted legal services which were charged
LFD : )
COMMENT at a higher rate than the cost of the in-house legal counsel.

DP 3 - Change in Agency Location OTO - The executive is requesting one-time-only funding to move the office in FY
2014. COPP proposes to move to a larger location that will accommodate 7.00 FTE and filing space. In addition, during
the busy election season the COPP employs temporary staff to assist with scanning and filing documents.

DP 6101 - Professional Development Center Training - The executive requests an increase for training services
purchased from the Professional Development Center (PDC) of the Department of Administration. This request reflects
the difference between the amount paid in the base for PDC services and a fixed cost allocation based on agency FTE
counts. Starting in the 2015 biennium and beyond, the executive recommends funding the PDC as a fixed cost item. For
a further discussion, see the narrative for the Department of Administration.

LFD Budget Analysis A-58 2015 Biennium



Total Comm Of Political Practices Funding by Source of Authority

2015 Biennium Budget

Non-
Budgeted Statutory Total % Total
Funds HB 2 Proprietary Appropriation All Sources All Funds
General Fund $1,135,647 $0 $0  $1,135,647 100.0%
Total All Funds $1,135,647 $0 $0  $1,135,647 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%




COMMISSIONER OF POLITICAL PRACTICES

MISSION STATEMENT

To monitor and to enforce, in a fair and impartial manner, campaign practices and campaign finance
disclosure, lobbying disclosure, business interest disclosure of statewide and state district candidates, elected
state officials, and state department directors, ethical standards of conduct for legislators, public officers, and
state employees, and to investigate legitimate complaints that arise concerning any of the foregoing.

FY 14 & FY 15 GOALS AND OBJECTIVES

(Revised August, 2012)

GOAL 1: IMPROVE COMPLIANCE

GOAL 1 OBJECTIVES & STATUS

= Implement a procedure and seek specific rule authority to allow CPP
to formally disband a non-responsive PAC

Target:

6/13

GOAL 2: REDUCE THE RISK OF SYSTEM FAILURE RELATED TO ON-LINE FILING

GOAL 2 OBJECTIVES & STATUS

= Develop an updated, user friendly web based on-line filing & publicly | Target: 12/13
available search system for campaign financial reports
= Secure funding from 2013 Legislature to build new database & online | Target: 5/13
services.
= Enhance Search & Download services to make information easily Target: 12/13
available to public
=  Work toward more mandates on electronic filing Target: 5/13

GOAL 3: UPDATE & ENHANCE IMAGED WEB FACING FORMS

GOAL 3 OBJECTIVES & STATUS

= Scan & Filenet C-3's, C-118's, C-118C's & C-8's

Target:

12/13




= Add ethics forms to Filenet search: E-1, and Conflicts of Interest Target: 12/13

GOAL 4: EXPEDITE RESOLUTION OF CAMPAIGN PRACTICES COMPLAINTS

GOAL 4 OBJECTIVES & STATUS

= Seek funding for full time agency legal counsel. Target: 5/13




Agency Description Definition of Terms

The State Auditor is the Commissioner of Insurance and the Commissioner of Securities. The auditor is charged with
licensing, registering, and regulating insurance companies and producers, securities issuers, salespeople, broker-dealers,
investment advisers, and investment adviser representatives within the state. The auditor also serves as a member of the
Board of Land Commissioners and the Crop Hail Insurance Board. The auditor is an elected position within state gov-
ernment.

The mission of the State Auditor's Office is to assure compliance with the Montana insurance and securities laws, pro-
mote captive insurance formations, administer the Insure Montana program, and assist consumers with complaints in-
volving the securities and insurance industries.

The primary statutory references defining duties and responsibilities of the department are summarized below. The
Office of the State Auditor is authorized under Article VI of the Montana Constitution, and is designated the Commis-
sioner of Securities in 2-15-1901, MCA and the Commissioner of Insurance in 2-15-1903, MCA. In those capacities,
the State Auditor’s duties are generally defined in Title 30, Part 10 and Title 33 of the MCA.

The state special revenue generated by fees and taxes that support the State Auditor’s office are identified and defined
in 33-2-705 — 708, MCA. In accordance with 30-1-115, MCA, unspent collections from security licenses and permits
are deposited into the general fund.

The Insure Montana program, which funds premium assistance and tax credits for small employers who provide health
insurance to their employees, is authorized in 33-22-2006, MCA.

The office manages the Forest Reserve Shared Revenue account under 17-2-211, MCA, and the Fire and Police Retire-
ment Program under 33-2-705, and 50-3-109, MCA, the Tobacco Settlement funds under 17-6-606, MCA.

The office’s investigation units are recognized under 44-5-401, MCA.

17-6-606, MCA authorizes the Office of the State Auditor’s oversight of the Montana Comprehensive Health Associa-
tion premium assistance program for qualifying, low-income Montanans, which is funded with tobacco settlement fund
earnings.

The organizational chart of the agency on the following page includes full-time equivalent (FTE) numbers, general
fund appropriations, statutory appropriations, proprietary funds, and total of all funds. Funds in this chart are based on
the funding unit.

Unless otherwise noted, all phone extensions are preceded by (406) 444,

LFDA A
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3401 State Auditor’s Office
Non-HB2 Funds Monica Lindeen x2040
T -troltél FTE I_Igsscf s State Land Board Staff
- otal General Fund - T Dave Van Nice*
P’°P'I;?rtéryo' $0.0 Total All Funds - $24,390,134
Statutory Appropriations
FTE-0
General Fund - $24.0M
All Funds - $0.0
Deputy State Auditor
Adam Schafer x2755
FTE - 1.00
\
[ |
’ 03 Legal Unit 01 Information

01. Qentral Services Chief Legal Counsel Technology Manager

Christi Jacobsen x5438 . D H 17

FTE — 7.80 Jesse Laslovich x5789 awn Harmon x35
' FTE - 15.00 FTE - 5.00
[ |
01 State Land Board 03 Insurance 04 Securities
Dave Van Nice x2895 Christine Kaufmann x2041 Lynne Egan x4388
FTE -1.00 FTE - 49.00 FTE —6.00
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How Services are Provided

The State Auditor provides these services through a structure consisting of three divisions with the following functions:

Central Management is responsible for the administrative, personnel, budgeting and accounting functions
for the State Auditor’s office. They also provide support in fulfilling the duties as a member of the state
land and hail insurance boards, and serve as a conduit for the distribution of a “pass through” program: the
Fire and Police Retirement Program.

The Insurance Division regulates the insurance industry in Montana and oversees two insurance programs,
the Montana Comprehensive Health Association premium assistance program for qualifying, low-income
Montanans and the Small Business Insurance Pool (Insure Montana). This division has seven sub-
divisions:

0 The Market Compliance Bureau is responsible for resolving insurance consumer inquiries and com-
plaints involving agents, coverage, and companies.

¢  The Legal unit investigates insurance code and rule violations, including possible criminal viola-
tions, and refers cases to county attorneys for prosecution.

0 The Examinations Bureau monitors the financial solvency of insurance companies operating in
Montana through financial analysis and financial examination, and collecting premium taxes and
company fees paid by insurance companies operating in Montana.

0 The Rates Bureau is responsible for reviewing rate filing to ensure compliance with the applicable
insurance code

0 The Forms Bureau is responsible for reviewing form filings to ensure compliance with the applica-
ble insurance code.

0 The Licensing Bureau is responsible for licensing and providing continuing education to insurance
agents, agencies, and adjustors.

0 The Insure Montana Program provides health insurance for small business with premium assistance
or tax credits for health insurance purchases

Securities Division is responsible for the administration and enforcement of the Securities Act of Montana
and in particular, for the registration of securities issuers, sales people, broker-dealers, investment advisers,
and investment adviser representatives. The division is responsible for the investigation of unregistered and
fraudulent securities transactions. The division has sole jurisdiction for investment advisor firms with as-
sets under $25 million.

The State Auditor conducts the business of the three divisions through employment of FTE and contracted services.
Personal services account for 29% of the $18.1 million it takes to operate the program.

The State Auditor is also responsible for passing through funding for local police and firefighter retirement programs
(Municipal Police Officers’ Retirement System, Firefighters’ Unified Retirement System, the Volunteer Fire Fighters’
Compensation Act, local fire department relief associations, municipalities with police department trust funds, and local
police pension funds for supplemental benefits). The retirement programs are funded from general insurance (33-2-
705, MCA) and fire insurance premium taxes (50-3-109, MCA) - $27 million in FY 2012. Because these funds are stat-
utorily appropriated, the expenditures are not included in the general appropriations act.

LFD/\M
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Sources of Spending Authority

The chart shows the sources of authority for the
State Auditor’s Office. The chart includes:

e HB 2 — state special revenue to
fund programs administered by the
office

e Statutory - primarily distributions
of insurance premium taxes to local
police and firefighter retirement
programs

e Budget Amendment — federal grant
funds provided to all states in 2010

State Auditor's Office - All Authority - FY 2012

HB2;
$18,073,451;

39.7% Off Base;
/,$56,596; 0.1%

Budget
\Amendment ;
$862,917;1.9%
Other ;$248,240_— RN

; 0.5%

Statutory ;
$26,340,427;
57.8%

for implementation planning for the Patient Protection and Affordable Care Act

e Other and off base — funds from private organizations to provide education about securities fraud and to
account for funds that are held in trust for insurance policy holders

The accounting term, off base, refers to one-time-only spending and non-budgeted items like inventory adjustments.

Other legislative appropriations (sometimes called cat and dog bills) are included in the above categories as appropriate.
For a more detailed description of accounting terminology, please refer to the definition of terms.

Expenditures

The next chart explains how the HB 2 authority is spent. Of the $18.1 million of HB 2 authority expended in FY 2012,
$10.5 million, or 58%, was spent on benefits and claims, which consists of premium assistance and tax credits for small
employers who provide health insurance to their employees. This chart matches the agency chart found in the 2015

Budget Analysis.

State Auditor's Office - HB2 Only - FY 2012

Operating
Expenses;
$2,452,763;13%
Equipment &
Intangible Assets;
$8,695; 0%

LFDA NS
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Funding

The following charts show the agency’s HB2 funding authority by fund type and all sources of its total funding
authority. The Total Funding figure includes several sources of authority not budgeted in HB 2 including:

Statutory appropriations administered by the State Auditor

Federal grant funds added by budget amendment during the interim

Expendable trust funds from private organization funding to provide education securities fraud and to
account for funds that are held in trust for insurance policy holders

State Auditor's Office - HB2 Only Funding - FY 2012

State Special;
$18,073,451;
100.0%

State Auditor's Office - Total Funding - FY 2012

———— General Fund;

Expendable Trust;

$138,608; 0.3%\

Federal Special,— &+
$862,917;1.9%

State Special;
$18,253,428;
40.0%

LFDA NS
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$26,326,677;
57.8%
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Funding, cont.

Insurance

Insurance premium taxes are levied on the net premiums or gross underwriting profit for each insurance company oper-
ating in Montana.

As of December 2004, there are two tax rates, the proceeds of which are deposited into the general fund and disbursed
by the State Auditor in support of Municipal Police Officers’ Retirement System; Firefighters” Unified Retirement Sys-
tem; the Volunteer Fighters’ Compensation Act; local fire department relief associations; municipalities with police
department trust funds; and local police pension funds for supplemental benefits. Funding for this program was $21.2
million for FY 2008. The tax rates are:

e 2.75% tax on total direct premium income
e 2.5% tax on the fire portion of net premiums for selected risks, called the fire insurance premium tax
The Fire and Police Retirements Program funds are from general insurance (33-2-705, MCA) and fire insurance premi-

um taxes (50-3-109, MCA).

Insurance license fees are deposited into the state special revenue fund for use by the State Auditor. For a complete list
of the fees, please see the Insurance Tax and License Fees section of the Legislative Revenue Analysis.

Tobacco settlement trust proceeds support the Montana Comprehensive Health Association premium assistance pro-
gram for qualifying, low-income Montanans.

Health and Medicaid initiatives state special revenue funds support both components of Insure Montana - the small
business insurance pool and the health insurance tax credits program. These funds are generated through taxes on ciga-
rettes and other tobacco products.

Securities

Investment license fees are assessed to investment advisors and companies for registration of securities and agents, reg-
istration of securities by notification, notice of federal filing of a federally secured security, and name changes. All fees
except portfolio notice filing fees and examination charges are deposited to the general fund.

Portfolio notice filing fees and examination charges are deposited in a state special revenue account from which the
State Auditor pays for expenses associated with the regulation of portfolio activities. The excess in this account is
transferred to the general fund throughout the year as a non-budgeted transfer.

How the 2013 Legislature Can Effect Change

In order to change expenditure levels and/or activity, the legislature might address:

e Laws governing how the insurance and security industries do business in Montana, and how the office con-
ducts licensing, regulation, examinations, and responds to the consumer;

e Laws governing the number of insurance and security companies and individuals doing business in Mon-
tana

e Laws governing amount and collection of fees and taxes relating to insurance and securities;

e Policy on how the agency handles pass-through accounts

LFD/\M

Montana Legislative Fiscal Division www.leg.mt.gov/css/fiscal



Page 7

How the Legislature Can Effect Change, cont.

e Policy on how the agency participates in the Montana Comprehensive Health Association premium assis-
tance program, the Insure Montana program; and

e The code of ethics for insurance and security industries doing business in Montana

Other factors that influence costs, but that the legislature is less likely to control are:

The number of registered complaints and related court dockets

Federal legislation impacting the insurance and securities industry

Telephone or web-based inquiries from consumers

Initiatives or legislation responding to citizen action

The health of the national economy

The legislature has the ability to change expenditure levels and/or State Auditor’s Office activity through the following
basic elements that drive costs:

e Insurance or securities regulatory policy changes — these policy changes impact staff workload and costs
associated with oversight and regulation of the insurance and securities industries in Montana.

o State assistance for purchasing health insurance — the legislature can alter program funding or program char-
acteristics for the Insure Montana program or the Montana Comprehensive Health Association, both of
which provide assistance to help persons purchase health insurance

Major Cost Drivers

Major Cost Drivers
The major cost drivers for the State Auditor’s Office are:
e The number of insurance companies and the number of securities firms licensed to do business in Montana

e State and federal laws and rules governing the licensing, examination, and monitoring of insurance and
security firms

e Major changes in insurance policy that affect individual consumers
e The number of securities fraud investigations and prosecutions

e Health cost inflation and its impact on Insure Montana and the Montana Comprehensive Health Associa-
tion

LFD/\M
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Funding/Expenditure History

State Auditor's Office - Authority Used to Establish the Budget

Base
20,000,000
18,000,000
16,000,000
14.000,000
12,000,000
10,000,000
8,000,000
6,000,000
4'000,000
2,000,000
2009 2010 2011 2012

® General Fund
u State Special 15,003,561 16,755,723 17,622,910 18,073,451
B Federal Special

Proprietary

= Expendable Trust
Total $15,003,561 $16,755,723 $17,622,910 $18,073,451

The State Auditor’s Office budget has increased about $3.0 million over the past four years increasing from $15.0 mil-
lion in FY 2009 to $18.1 million in FY 2012. The gradual increase funded growth in financial and market conduct ex-
aminations for insurance and security firms, personal services cost increases, and some increase in Insure Montana.

Major Legislative Changes in the Last Ten Years
2011 Legislature

e The legislature authorized funding for oversight of the securities industry related to changes implemented
as a result of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010
2009 Legislature
e The legislature provided a one-time increase over the 2013 biennium to Insure Montana for additional pre-
mium assistance and tax credits for small employers who provide health insurance for their employees
2005 Legislature

e The legislature implemented the Insure Montana program funded by a voter passed initiative that raised
tobacco and cigarette taxes

For further information, please contact the agency:

Commissioner of Securities and Insurance
840 Helena Ave.

Helena, MT 59601

Phone: (406) 444-2040

Webpage: http://sao.mt.gov/
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SUMMARY

Agency Budget Comparison
The following table summarizes the total executive budget for the agency by year, type of expenditure, and source of

funding.
Agency Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 85.80 85.80 83.80 79.80 85.80 79.80 (6.00) (6.99%)
Personal Services 5,163,890 5,228,420 5,414,590 5,214,565 10,392,310 10,629,155 236,845 2.28%
Operating Expenses 2,452,750 2,256,566 3,504,568 3,628,028 4,709,316 7,132,596 2,423,280 51.46%
Equipment & Intangible Assets 8,695 13,751 7,994 7,994 22,446 15,988 (6,458) (28.77%)
Benefits & Claims 10,448,099 10,678,166 5,686,832 925,563 21,126,265 6,612,395 (14,513,870) (68.70%)
Transfers 0 0 0 0 0 0 0 nla
Total Costs $18,073,434  $18,176,903  $14,613,984 $9,776,150  $36,250,337  $24,390,134 ($11,860,203) (32.72%)
State Special 18,073,434 18,176,903 14,613,984 9,776,150 36,250,337 24,390,134 (11,860,203) (32.72%)
JFederal Special 0 0 0 0 0 0 0 n/a
Total Funds $18,073,434  $18,176,903  $14,613,984 $9,776,150  $36,250,337  $24,390,134 ($11,860,203) (32.72%)

Mission Statement

The mission of the State Auditor's Office is to assure compliance with the Montana insurance and securities laws,
promote captive insurance formations, administer the Insure Montana program, and assist consumers with complaints
involving the securities and insurance industries.

For additional information, please refer to the agency profile.

Agency Highlights

State Auditor’s Office
Major Budget Highlights

¢ The 2015 biennium Governor’s budget for the State Auditor’s Office is a net
$11.9 million and 6.00 FTE lower than the 2013 biennium budget due to
elimination of the Insure Montana program. Some of the increases that

partially

offset the reduction are:

$2.0 million for contracted examinations of insurance and security
firms

$0.7 million in net personal services statewide present law
adjustments due to increases in pay and longevity, as well as a
longer work year

$0.1 million for continuation of 1.00 FTE funded from a one-time
appropriation in the 2013 biennium

¢ The State Auditor has submitted several elected official budget requests that
were not included in the executive budget:

$13.3 million, including funding for 7.00 FTE, to continue the Insure
Montana program

$0.8 million to upgrade and maintain information technology
systems

$0.4 million for market pay adjustments in the 2015 biennium

A $1.0 million reduction to contract examination costs

LFD Budget Analysis
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Major LFD lIssues

+ If the legislature continues funding for the Insure Montana program it may
wish to consider how the program could best complement insurance changes
that will become effective January 1, 2014 if the Patient Protection and
Affordable Care Act (ACA) is implemented without significant changes

¢ The legislature could consider whether to continue the state funding
contribution for the state high risk insurance pool (Montana Comprehensive
Health Association) if the ACA is implemented without significant changes

+ The health and Medicaid initiatives account balance is insufficient to fund the
executive budget and State Auditor elected official requests

The Governor’s budget includes $24.4 million for the 2015 biennium, or a reduction of $11.9 million and 6.00 FTE
compared to the 2013 biennium budget. The Governor’s budget eliminates funding for Insure Montana, a state funded
program that provides assistance to small employers and their employees to provide health insurance through premium
assistance and tax credits. The State Auditor did not include elimination of the program in the agency budget request
submitted to the Governor’s budget office. The State Auditor will request that the legislature reinstate funding for the
program.

Increases in the Governor’s budget request are:
o $2.0 million for contracted examinations of insurance and security firms
o $0.2 million for 1.00 new FTE, which was funded from a one-time appropriation in the 2013 biennium
o $0.3 million for increases to base pay

The legislative budget analysis contains all elected official requests, which are in addition to budget increases included in
the executive budget recommendation. These requests are presented for legislative review and consideration.

Figure 1
Elected Official Request
State Auditor's Office

As a courtesy to elected officials, the LFD Budget Elected Official Requests not Included in Governor's Budget
Analysis includes any proposals they intend to bring |proposal FTE  FY2014 FY 2015
to the legislature that are different and/or excluded [Rrestore insure Montana Program Funding* ~ 7.00 5,090,001 10,206,715
from the executive budget. The State Auditor |insure Montana 5% Limitation Restoration* 156,181 156,181
submitted elected official requests that total $16.0 |1 pecision Package 493,685 276,946
million, including funding for 8.00 FTE. The Market Adjustments 183,797 183,797
majority of the request restores funding fO!’ the Market Conduct Staff Continuing Education* 18,800 11,900
!nsure M_ontana program. . Most Of_ the items Central Management Continuing Education™ 33,915 33,915
mclu_deq in Figure 1 were included in the State Insurance Agent Outreach* 15,000 15,000
Auditor s budget request _submltted to the Captive Insurance FTE* 100 64.736 60,001
Governor’s budget office. Figure 2 shows each Biennial Market Conduct Exams (336,000) (650,000)
request. Total 8.00 5,720,115 10,294,545

Biennial Total Elected Official Requests 16,014,660

Total Included in Original Budget Request* $15,862,435

*These items were included in the State Auditor's budget request submitted to the

Governor's budget office, but were not included in the Governor's budget.
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The most significant changes requested by the State Auditor are:
0 $15.3 million and 7.00 FTE to continue the Insure Montana program
o0 $0.3 million to restore the base level appropriation for Insure Montana since 33-22-2008, MCA requires that
businesses may be enrolled in the program up to 95% of the total appropriation
o $0.8 million for information technology system improvements
0 $0.4 million for pay increases to fund market adjustments
0 A reduction in market conduct examination cost increases of $1.0 million

Each of these requests except pay increases is discussed in the budget request of the division that manages the budget of
the respective program. Since the request for pay increases affects all divisions it is discussed in the agency overview.

LED Pay Increases
ISSUE

The figure below shows pay increases implemented by the State Auditor during the 2013 biennium by
division. 2013 biennium pay increases ranged from an average of 4% in the Insurance Division to 13% in Central
Management. Increases to base pay were not uniformly granted to all positions and the amount of pay raise varied
among positions. A few of the increases were related to reclassification or changes in duties. The elected official
request for market adjustments to pay, would bring all position salary levels to 85% of the market survey.

Figure 2
State Auditor's Office - Change in Salaries* for Present Law FTE

Base Base Salaries* Percent
Division FTE FY 2013** FY 2014  Difference  Change
Central Management 16.80 $756,316  $851,731 $95,415 13%
Insurance Division 58.00 2,642,071 2,741,636 99,565 4%
Securities Division 11.00 518,828 580,706 61,878 12%
Total 85.80 $3,917,214 $4,174,073  $256,859 7%

*Salaries include base pay for the position. Salaries does not include other
components of pay - longevity, payroll taxes, and employee benefits.

**FY 2013 has 2080 work hours while FY 2014 and FY 2015 each have 2,088 or 8
hours more. The FY 2013 total has been adjusted upward by 8 hours so that a
valid comparison can be made.

The legislature may wish to consider whether or how much to appropriate for pay increases for the State Auditor’s Office
(SAO) in the 2015 biennium. If the legislature approves a pay plan, it may wish consider whether to grant additional HB
2 authority for pay adjustments.

Summary of Issues
Legislative staff has identified several other issues that legislators may want to consider when establishing appropriations
for the State Auditor’s Office. These issues are discussed in relationship to division appropriation decisions and are:
o0 The legislature may wish to consider how some programs overseen by the State Auditor may be affected by
implementation of the Patient Protection and Affordable Care Act (if it remains unchanged) including:
0 The state high risk pool since all persons will be able to purchase health insurance on the health insurance
exchange without regard to health status
o If the legislature opts to reinstate funding for Insure Montana, there are federal tax credits for two years for
some small employers that provide health insurance to their employees and some low-income employees
of small employers can purchase subsidized health insurance on the the individual health insurance
exchange without penalties
o Expansion of Medicaid - if approved by the legislature — since that would provide health coverage for
some low-income persons currently receiving premium assistance through Insure Montana (if the
legislature continues the program).
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o There is inadequate funding in the health and Medicaid initiatives account to fund the executive budget
request and the State Auditor’s elected official proposals

Agency Personal Services Narrative
The pay philosophy followed by the office is:
o0 Providing funding is available, the State Auditor will attempt to place new hires at 95% of market based on the
benchmarks
The State Auditor was able to place about 40% of new hires at 95% of market.

Some of the challenges faced are:
0 There is not a sufficient career track in the programs to enable a career track for advancement
o Entry level positions have the highest turnover as employees move up in this agency, move to another state
agency, or leave for more pay in the private sector.
0 When entry level positions are vacant, for any amount of time, it results in increased workloads for other
employees, as well as desirable but optional tasks being delayed in completion
o0 There are six employees in the Insurance Division who could retire by the end of the 2015 biennium

Funding
The following table shows agency funding by source of authority, as proposed by the executive. Funding for each

program is discussed in detail in the individual program narratives that follow.

Total State Auditor's Office Funding by Source of Authority
2015 Biennium Budget
Non-
Budgeted  Statutory Total Al % Total
Funds HB 2 Proprietary Appropriation  Sources  All Funds
General Fund $0 $0  $58,177,683 $58,177,683 70.0%
State Special Total 24,390,134 - 582,500 24,972,634 30.0%
Federal Special Total - - - - 0.0%
Proprietary Total - - - - 0.0%
Current Unrestricted - - - - 0.0%
Other Total - - - - 0.0%
Total All Funds  $24,390,134 $0  $58,760,183 $83,150,317
Percent - Total All Sources 29.3% 0.0% 70.7%

The State Auditor’s Office is funded entirely by state special revenue from:
0 Fees paid by insurance companies and security firms for insurance and security oversight
0 Tobacco tax revenues for Insure Montana
0 Tobacco settlement funds the state high risk pool (Montana Comprehensive Health Association)

Some of the fee revenue collected by the office is transferred to the general fund via a statutory appropriation, while
revenue remaining in selected state special revenue accounts is transferred to the general fund at fiscal yearend .

The SAO received some federal grant funds that are not ongoing in the 2015 biennium.
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5% Reduction Plan

Statute requires that agencies submit plans to reduce general fund and certain state special revenue funds by 5%. A
summary of the 2015 biennium 5% plan submitted for this agency is in the appendix and totals $51,735. Refer to the
appendix.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category

General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 0 0 0 0.00% 18,073,434 18,073,434 36,146,868 148.20%
Statewide PL Adjustments 0 0 0 0.00% 417,122 382,547 799,669 3.28%
Other PL Adjustments 0 0 0 0.00% 1,211,977 1,525,432 2,737,409 11.22%
New Proposals 0 0 0 0.00% (5,088,549) (10,205,263) (15,293,812) (62.70%)
Total Budget $0 $0 $0 $14,613,984 $9,776,150 $24,390,134

The Governor’s budget lowers total spending for the State Auditor’s Office by $15.3 million due to the elimination of
funding for the Insure Montana program. Present law adjustments fund insurance market and security firm examination
costs and funding to continue an FTE funded from one-time appropriations in the last two biennia.
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of
funding.

Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 16.80 16.80 16.80 16.80 16.80 16.80 0.00 0.00%
Personal Services 1,002,552 1,013,391 1,114,298 1,114,587 2,015,943 2,228,885 212,942 10.56%
Operating Expenses 213,439 204,282 229,951 221,856 417,721 451,807 34,086 8.16%
Equipment & Intangible Assets 1,683 2,800 1,683 1,683 4,483 3,366 (1,117) (24.92%)
Total Costs $1,217,674 $1,220,473 $1,345,932 $1,338,126 $2,438,147 $2,684,058 $245,911 10.09%
State Special 1,217,674 1,220,473 1,345,932 1,338,126 2,438,147 2,684,058 245,911 10.09%
Total Funds $1,217,674 $1,220,473 $1,345,932 $1,338,126 $2,438,147 $2,684,058 $245,911 10.09%

Program Description

The Central Management Division is responsible for the administrative, personnel, budgeting, and accounting functions
for the Commissioner of Securities and Insurance. The division also provides support to the Commissioner in fulfilling
the duties as a member of the Land Board and Crop Hail Insurance Board.

Program Highlights

Centralized Services Division
Major Budget Highlights

¢ The Central Management Division 2015 biennium budget request is about
$246,000 or 10% higher than the 2013 biennium due to increases for
statewide present law adjustments
¢ Elected official requests include:
e $800,000 state special revenue to upgrade and maintain computer
systems
e $68,000 state special revenue for training for information technology
and financial staff

Program Budget
The Governor’s budget request includes statewide present law adjustments and a new proposal to implement a fixed cost
assessment for training provided by the Department of Administration.

Elected Official Requests
The State Auditor included two elected official budget requests:

0 $476,446 in FY 2014 and $170,861 in FY 2015 of state special revenue to fund information technology projects.
The funding would be used to replace a legacy system and complete a scanning project.

0 $33,915 state special revenue each fiscal year for training not included in the base budget. This request would
fund training and travel for the information technology staff and travel to the National Association of Insurance
Commissioners (NAIC) Financial Summit Conference and other NAIC conferences pertaining to financial
concepts. The item is funded from insurance and security fee state special revenue. This item was submitted in
the State Auditor’s budget request, but not included in the Governor’s budget.
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Funding

The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.

Total State Auditor's Office Funding by Source of Authority

2015 Biennium Budget - Central Management

Non-
Budgeted Statutory Total % Total MCA Statutory
Funds HB 2 Proprietary Appropriation All Sources All Funds Reference  Category
State Special Total $2,684,058 $0 $0 $2,684,058 100.0%
02235 Insurance Fee Account $2,171,230 $0 $0 $2,171,230 80.9%
02283 Securities Fee Account $512,828 $0 $0  $512,828 19.1% 30-10-1004 Pass Thru
Total All Funds $2,684,058 $0 $0 $2,684,058 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%

The Central Management function is funded entirely by state special revenue from:
0 Fees paid by insurance companies and security firms

Budget Summary by Category

The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category

General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 0 0 0 0.00% 1,217,674 1,217,674 2,435,348 90.73%
Statewide PL Adjustments 0 0 0 0.00% 125,992 118,186 244,178 9.10%
Other PL Adjustments 0 0 0 0.00% 2,309 2,309 4,618 0.17%
New Proposals 0 0 0 0.00% (43) (43) (86) 0.00%
Total Budget $0 $0 $0 $1,345,932 $1,338,126 $2,684,058

The 2015 biennium budget funds continuation of present law services. The single new proposal reduces costs.

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative

descriptions.
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[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 153,554 153,853
Vacancy Savings (41,808) (41,818)
Inflation/Deflation 4 56
JFixed Costs 14,242 6,095
Total Statewide Present Law Adjustments
$0 $125,992 $0 $125,992 $0 $118,186 $0 $118,186
DP 1001 - Rent
0.00 0 2,309 0 2,309 0.00 0 2,309 0 2,309
Total Other Present Law Adjustments
0.00 $0 $2,309 $0 $2,309 0.00 $0 $2,309 $0 $2,309
Grand Total All Present Law Adjustments
0.00 $0 $128,301 $0 $128,301 0.00 $0 $120,495 $0 $120,495

Program Personal Services Narrative

Statewide personal services adjustments reflect fully funding positions that were vacant for part of the base year and the
effect of pay increases granted in FY 2012, which are discussed in the agency overview.

DP 1001 — Rent - This adjustment adds state special revenue for increased office rent. The current lease does not include
inflationary adjustments for rent. When the lease expires the agency anticipates a 5% increase on January 2015 for the

last half of FY 2015.

New Proposals

New Proposals
Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 6101 - Professional Development Center Fee Allocation
01 0.00 0 (43) 0 (43) 0.00 0 (43) 0 (43)
Total 0.00 $0 ($43) $0 ($43) 0.00 $0 ($43) $0 ($43)

DP 6101 - Professional Development Center Fee Allocation - The executive requests an increase for training services

purchased from the Professional Development Center (PDC) of the Department of Administration. This request reflects
the difference between the amount paid in the base for PDC services and a fixed cost allocation based on agency FTE
counts. Starting in the 2015 biennium and beyond, the executive recommends funding the PDC as a fixed cost item. For
a further discussion, see the narrative for the Department of Administration.
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of
funding.

Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 58.00 58.00 55.00 51.00 58.00 51.00 (7.00) (12.07%)
Personal Services 3,542,103 3,528,621 3,458,047 3,257,858 7,070,724 6,715,905 (354,819) (5.02%)
Operating Expenses 2,032,708 1,786,288 2,990,904 3,128,094 3,818,996 6,118,998 2,300,002 60.23%
Equipment & Intangible Assets 5,810 9,057 5,109 5,109 14,867 10,218 (4,649) (31.27%)
Benefits & Claims 10,448,099 10,678,166 5,686,832 925,563 21,126,265 6,612,395  (14,513,870) (68.70%)
Transfers 0 0 0 0 0 0 0 nfa
Total Costs $16,028,720 $16,002,132 $12,140,892 $7,316,624  $32,030,852 $19,457,516  ($12,573,336) (39.25%)
State Special 16,028,720 16,002,132 12,140,892 7,316,624 32,030,852 19,457,516  (12,573,336) (39.25%)
JFederal Special 0 0 0 0 0 0 0 n/a
Total Funds $16,028,720 $16,002,132 $12,140,892 $7,316,624 $32,030,852 $19,457,516  ($12,573,336) (39.25%)

Program Description

The Insurance Division regulates the insurance industry in Montana. The Policyholder Services Unit is responsible for
resolving insurance consumer inquiries and complaints involving agents, coverage, and companies. The Examinations
Bureau is responsible for monitoring the financial solvency of insurance companies, collecting premium taxes and
company fees, and auditing insurance company annual statements. Also housed in this bureau is the captive insurance
program, which promotes Montana as a captive domicile and regulates captive insurers in the state. The Rates Bureau
and the Forms Bureau are responsible for reviewing rate and form filings, respectively, to ensure compliance with the
applicable insurance code. The Licensing Bureau is responsible for licensing and providing continuing education to
insurance agents, agencies, and adjustors. The Insure Montana program administers the Small Business Health Insurance
Purchasing Pool and Tax Credit programs. The Legal Bureau, which serves both the Insurance and Securities Divisions,
provides legal support to the divisions. The Investigations Bureau, which is under the Legal Bureau, investigates code
and rule violations, including possible criminal violations, and recommends referral of cases to county attorneys for
prosecution.

Program Highlights

Insurance Division
Major Budget Highlights

¢ The Governor’s recommendation for the Insurance Division 2015 biennium
budget declines a net of $12.6 million as compared to the 2013 biennium
budget due to:
e Elimination of funding for the Insure Montana program
e $2.1 million for market conduct and traditional insurance firm
examinations
e $0.1 million for administration of the captive insurance program,
including funds for 1.00 new FTE
¢ The State Auditor has submitted several elected official budget requests
including:
e Restoration of the Insure Montana program
e Reduction of a present law adjustment for market conduct
examinations
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Major LFD Issues

¢ The legislature may wish to consider whether to continue the state high risk
pool program — the Montana Comprehensive Health Association — contingent
on health insurance changes being implemented January 1, 2014 by the
Patient Protection and Affordable Care Act (ACA)

Division Budget

The Insurance Division 2015 biennium budget request declines $12.6 million and 7.00 FTE compared to the 2013
biennium due to elimination of the Insure Montana program in the Governor’s budget. Part of the reduction is offset by
an increase of $1.6 million for examination of insurance companies.

Elected Official Proposals

As a courtesy to each elected official, the LFD Budget Analysis includes any proposals they intend to bring to the
legislature that are different and/or excluded from the executive budget. These requests are generally listed without LFD
comment. However, because the State Auditor will make a proposal, primarily in the Insure Montana program, that is
significantly different from the one included in the executive budget it is discussed in more detail for this analysis.

Figure 3
Figure 3 shows the State Auditor’s elected official State Auditor's Office - Insurance Program
requests for the Insurance Division - $14.8 million of Elected Official Requests not Included in Governor's Budget
state special revenue over the biennium. These requests [Proposal FTE  Fv2014 FY 2015
are in addition to those included in the Governor’s |RestorelInsure Montana Program Funding*  6.00 5,090,001 10,206,715
budget. The total increase is partially offset by a$1.0 Insure Montana 5% Limitation Restoration* 156,181 156,181
million reduction in PL 3012 Biennial Market Conduct |Market Conduct Staff Continuing Education™ 18800 11,900
Exams. Each of these proposals is explained. Insurance Agent Outreach 15,000 15000
Captive Insurance FTE* 1.00 64,736 60,091

. Biennial Market Conduct Exams (336,000 (650,000)
Insure_ Montana Prqgram Funding ’ Total 700 5,008.718 0,799,887
As discussed earlier, the Governor’s budget would |ginniaTota $14,808,605
dlscontlnue_ t.he Insure Montana program. There are two *These items were included in the State Auditor's budget request submitted to the
elected official requests that fund the Insure Montana Governor's budget office, but were not included in the Governor's budget.

program:
0 Reinstate funding to continue the program - $15.3 million and 7.00 FTE
0 Reinstate funding to bring program expenditures up to the level appropriated in the base year due to the statutory
5% expenditure limit — $0.3 million

Insure Montana Program Characteristics

The Insure Montana program has two components: 1) a tax credit for small employers that provide insurance for their
employees; and 2) a purchasing pool program that provides an incentive payment to small employers that provide health
insurance and premium assistance for employees who purchase that insurance.

Figure 4 shows the number of small employers enrolled in the two program components of Insure Montana since its
inception, by calendar year. The legislature approved a one-time appropriation to expand enrollment in 2009 and 2010.
There were 1,513 small employers participating in Insure Montana as of October 1, 2012 and another 600 on the waiting
list. The elected official request to fund the waiting list would fund all employers on the list.
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Figure 4
Elected Official Requests to Continue the Insure
Montana Program Number of Employers Enrolled in Insure Montana
There are several issues related to the legislative by Calendar Year
decisions regarding Insure Montana program: 1,800
o The Patient Protection and Affordable Care | .
Act (ACA): '

0 Would tax credits and premium 1,400 —
subsidies authorized by ACA replace or
offset the state funded subsidies
provided by Insure Montana,? 1,000 -

o If the legislature continues funding for
Insure Montana, would it choose to | 5%

make changes to the program t0 | 600 -
eliminate potential areas of duplication
with ACA? 400
o Depending on the legislature’s decision | ,,,
regarding the executive budget proposal
o T T T T T T

to expand Medicaid as allowed by

ACA W0u|d the |egislature- 2006 2007 2008 2009 2010 2011 2012 as
I} ’ ) " fO t

e If the expansion is not approved, orDa

continue funding for Insure Montana

1,200 —

M Tax Credit Program Premium Assistance

and potentially structure Insure
Montana to target assistance to low income individuals or
o If the expansion is approved, reorient premium assistance payments to persons who would not be
eligible for Medicaid?
o Funding:

0 The state special revenue account that funds Insure Montana and other programs, which are administered
by the Department of Public Health and Human Services (DPHHS), does not have sufficient revenue to
fund the Governor’s budget and continue the Insure Montana program

o If the legislature opts to continue the Insure Montana program, how would the legislature balance spending
priorities from the account?

Additional Information

The legislature may wish to ask the State Auditor:

o0 How many small employers and employees receiving premium assistance from Insure Montana in FY 2012
would be able to purchase health insurance on the individual exchange and receive a subsidy under ACA
(assuming small employers continue to offer insurance)?

o How many small employers participating in the tax credit program in tax year 2012 would not be eligible for tax
credits under ACA?

o If the legislature opts to continue Insure Montana, how would the program be integrated with ACA?

Funding to Continue the Program

Insure Montana is funded from the health and Medicaid initiatives state special revenue account. Other programs funded
from the account are administered by the Department of Public Health and Human Services (DPHHS).

Figure 5 shows the health and Medicaid initiatives fund balance. The account balance is not adequate to support the

2015 biennium budget request when the State Auditor elected official requests are included. Revenues will be short by
$2.2 million in FY 2014 and by $13.4 million in FY 2015.
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Figure 5
Health and Medicaid Initiatives Fund Balance - 2013 Biennium Compared to 2015 Biennium Request
Including Elected Official Proposals
Tobacco Tax Revenue Dedicated to Health Initiatives
Fund Balance Actual Estimated Budget Request % of
Revenue/Bxpenditures/Elected Official Request FY 2012 FY 2013 FY 2014 FY 215 Total
Beginning Fund Balance $29,199,806  $23,070,266 | $10,148,571 $3,074,737 8.1%
Revenue - Cigarette and Tobacco Tax* 37,383,560 36,580,000 35,927,000 35,105,000 | 91.9%
Transfer from Older Montanans' Trust (HB 604) 3,166,502 0 0 0 0.0%
Total Revenue 69,749,868 59,650,266 46,075,571 38,179,737 100%
Interest Earnings 638,211 59,650 92,151 190,899
Total Funds Available 70,388,079 59,709,917 46,167,722 38,370,636
Bxpenditures
Medicaid Services
State Plan Services - Hospitals, Physicians, 7,869,907 8,058,130 7,869,907 7,869,907 | 20.6%
Prescription Drugs, Dental**
Nursing Home Services 5,746,948 6,844,244 5,746,948 5,746,948 | 15.0%
HIFA Waiver - Adult Mental Health Services 2,402,403 1,843,997 3,918,397 3,965,871 | 10.4%
Senior/Physically Disabled Waiver 3,092,008 3,476,576 3,092,008 3,092,008 8.1%
Developmental Disability Benefits 2,942,130 2,942,130 2,942,130 2,942,130 7.7%
Mental Health and Chemical Dependency 2,045,955 2,055,711 2,045,955 2,045,955 5.3%
Home-based Services 1,857,206 2,106,888 1,857,206 1,857,206 4.9%
Children's Mental Health Services 1,741,003 1,741,003 1,741,003 1,741,003 4.5%
Adult Mental Health Community Srvs Waiver 1,090,044 1,035,744 1,222,624 1,237,560 3.2%
Other Programs
Insure Montana Premium Assistance*** 7,274,373 6,298,152 3,622,283 (64,037)] -0.2%
Insure Montana Health Insurance TaxCredits* 2,917,736 4,159,099 1,498,190 64,037 0.2%
Big Sky RxPharmAssist 4,268,759 4,003,223 4,283,303 4282,634 | 11.2%
Healthy Montana Kids/CHIP 3,453,921 3,403,921 3,453,921 3,453,921 9.0%
Insure Montana 95% Restriction/Other Adj.**? 523,248 (522,863) (256,024) 0 0.0%
Mental Health Services Plan 0 2,060,256 0 0 0.0%
Other Services/Administration 92,172 55,134 55,134 55,134 0.1%
Subtotal Expenditures 47,317,813 49,561,345 43,092,985 38,290,277 | 100.0%
Annual Change 2.4% 4.7% -13.1% -11.1%
Ending Fund Balance $23,070,266  $10,148,571 $3,074,737 $80,359
State Auditor Elected Official Requests
Reinstate Base Level Funding for Insure Montana $5,090,001 $10,206,715
Restore 5% Spending Restriction 156,181 156,181
Subtotal Elected Official Requests $5,246,182 $10,362,896
Ending Fund Balance With Elected Official Requests*** ($2,171,445) ($13,357,274)
*Revenue based on estimates developed by LFD staff and presented to the Revenue and Transportation on November
19, 2012.
**FY 2013 estimated costs are based on HB 2 appropriations.
***|nsure Montana is eliminated in the Governor's budget. However, the State Auditor has requested continuation and
expansion of the program in elected official budget proposals. The Insure Montana 95% Restriction/Other Adjustments
account for the 95% statutory spending restriction from Insure Montana appropriations. In the base year, more is
transferred to the Insure Montana appropriations than can be expended. In other years, the negative amounts account
for the statutorily required reversion fromthe full appropriation.
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For a further discussion of the health and Medicaid initiatives account see the summary section of the DPHHS narrative.

Other Elected Official Requests

In addition to budget requests associated with Insure Montana, the State Auditor requested:
0 Market Conduct Staff Continuing Education - This request would add $30,700 in state special revenue over the

biennium for training for market conduct examiners. As a result of a long-time employee's retirement, the
Market Conduct Examination Bureau is in the process of hiring a new employee. This proposal funds training
for the new employee including online courses from the National Association of Insurance Commissioners
(NAIC) and some NAIC training, which is usually conducted in Kansas City, MO.
Insurance Agent Outreach - This elected official request adds $30,000 state special revenue over the biennium
for outreach travel. This program requires the outreach agent to travel extensive distances and requires overnight
hotel stays as well. The anticipated travel for this position is nine days out of each month.
Reduction in Market Conduct Exams — This request reduces the amount of funding included in DP 3012 -
Biennial Market Conduct Exams by about $1.0 million over the biennium.
Captives Insurance - This request adds about $124,000 state special revenue over the biennium to fund an
analyst examiner due to growth in the number of captive insurance companies in Montana. Figure 6 shows the
actual and projected number of captive insurance companies through FY 2015. The number of companies is
expected to increase by about 20 per year. There are currently 4.00 FTE examiners and this proposal would fund
an additional position. The average workload would be about 29 companies per examiner by 2015.

Figure 6
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Funding
The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.

LFD Budget Analysis

Total State Auditor's Office Funding by Source of Authority
2015 Biennium Budget - Insurance
Non-
Budgeted Statutory Total % Total MCA  Statutory
Funds HB 2 Proprietary Appropriation All Sources All Funds Reference Category
State Special Total $19,457,516 $0 $0 $19,457,516 100.0%
02235 Insurance Fee Account $12,213,582 $0 $0 $12,213,582 62.8%
02528 Captive Account $233,310 $0 $0 $233,310 1.2%
02769 Health Insurance Premium Assistance $3,558,246 $0 $0  $3,558,246 18.3%
02770 Health Insurance Tax Credits $1,562,227 $0 $0 $1,562,227 8.0%
02789 6901-chip/mcha Tobacco Sett Fd $1,890,151 $0 $0 $1,890,151 9.7%
Total All Funds $19,457,516 $0 $0 $19,457,516 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%
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The Insurance Division is funded with state special revenue. The following sources support the following functions:
0 Insurance licensure fees, examination fees, and penalties, which fund program functions related to insurance
regulation
0 Health and Medicaid initiatives (tobacco taxes), which fund the Insure Montana program
0 Tobacco settlement revenues, which support premium subsidies for the state high risk insurance pool through the
Montana Comprehensive Health Association (MCHA)

Montana Comprehensive Health Association

The Montana Legislature created the MCHA in 1985 to provide access to health insurance benefits to Montana residents
who were otherwise considered uninsurable due to medical conditions. MCHA operations are funded through the
premiums paid by those insured in the program and through assessments on all disability (accident and health) benefit
policies written in the state of Montana. MCHA also receives an allocation from the tobacco settlement revenue - about
$925,000 in FY 2012.

Patient Protection and Affordable Care Act

LFD

ISSUE If ACA health insurance changes are implemented without significant changes and if the legislature approves
the optional Medicaid expansion provided for in the act, the legislature could consider eliminating the appropriation from
tobacco settlement proceeds that funds MCHA. Persons currently receiving insurance through MCHA could purchase
health insurance through the health insurance exchange and receive premium and copay assistance if their household
income is between 100% and 400% of the federal poverty level, or they could be eligible for Medicaid if their income is
below 138% of the federal poverty level. However, if the legislature does not expand Medicaid, it may want to review
the MCHA to target health insurance premium subsidies to persons who have incomes below 100% of the federal
poverty level, but above current Montana Medicaid eligibility standards.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 0 0 0 0.00% 16,028,720 16,028,720 32,057,440 164.76%
Statewide PL Adjustments 0 0 0 0.00% 150,102 128,948 279,050 1.43%
Other PL Adjustments 0 0 0 0.00% 1,050,908 1,364,508 2,415,416 12.41%
New Proposals 0 0 0 0.00% (5,088,838)  (10,205,552)  (15,294,390) (78.60%)
Total Budget $0 $0 $0 $12,140,892 $7,316,624  $19,457,516

The Governor’s budget reduces the Insurance Division including a new proposal to eliminate funding for the Insure
Montana program, reducing spending by $15.3 million. Present law adjustments are more than offset by the reduction.

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.
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[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 245,798 252,827
Vacancy Savings (151,513) (151,801)
Inflation/Deflation 985 2,210
JFixed Costs 54,832 25,712
Total Statewide Present Law Adjustments
$0 $150,102 $0 $150,102 $0 $128,948 $0 $128,948
DP 3004 - Actuarial Review
0.00 0 75,000 0 75,000 0.00 0 75,000 0 75,000
DP 3005 - Traditional Insurance In-House Examinations
0.00 0 33,700 0 33,700 0.00 0 33,700 0 33,700
DP 3007 - In-House Captives Insurance Exams
0.00 0 20,300 0 20,300 0.00 0 20,300 0 20,300
DP 3008 - Captive Regulatory and Supervision
0.00 0 85,000 0 85,000 0.00 0 95,000 0 95,000
DP 3009 - Biennial Financial Exams
0.00 0 367,500 0 367,500 0.00 0 365,000 0 365,000
DP 3011 - In-house Market Conduct Exams
0.00 0 26,400 0 26,400 0.00 0 18,500 0 18,500
DP 3012 - Biennial Market Conduct Exams
0.00 0 436,000 0 436,000 0.00 0 750,000 0 750,000
DP 3013 - Rent
0.00 0 7,008 0 7,008 0.00 0 7,008 0 7,008
Total Other Present Law Adjustments
0.00 $0 $1,050,908 $0 $1,050,908 0.00 $0 $1,364,508 $0 $1,364,508
Grand Total All Present Law Adjustments
0.00 $0 $1,201,010 $0 $1,201,010 0.00 $0 $1,493,456 $0 $1,493,456

Program Personal Services Narrative

The statewide present law adjustment for personal services is split about equally between pay and other types of
increases and the amount required to fully fund positions that were vacant during part of the FY 2012. Salary increases
implemented in the 2013 biennium are discussed in the agency overview.

DP 3004 - Actuarial Review - This request adds state special revenue to fulfill the requirements of HB 334 passed by the
2011 Legislature, which requires the financial and compliance audit and rate review of the State Fund. The CSI must
report any concerns or recommendations based on the review to the Governor, the Legislative Audit Committee, and the
Economic Affairs Interim Committee (EAIC).

This is a new responsibility, but the legislature did not allocate any additional funds or FTE for the actuarial review of
the rates and reserves. The agency currently employs one full time property and casualty actuary, but due to the
position's heavy workload, the CSI actuary is unable to conduct the review as required by the law. Estimates obtained
for the reviews are about $75,000 to contract with an independent actuary to review the rates and reserves of the State
Fund. For the 2012 report to the EAIC, the CSI contracted with an independent consulting actuary to do the actuarial
reviews, but the CSI contractor could only conduct a partial review due to the limited funds available. Base expenditures
were $10,000.

DP 3005 - Traditional Insurance In-House Examinations - This request adds insurance license fee state special revenue
each fiscal year for insurance examinations and training performed by division staff. Additional examination travel
would be required to perform 3 farm mutual exams, which will require 2 examiners. Additionally, for contracted exams
it may be necessary for the examiner supervising contract examiners to make periodic field visits.

The request also includes funds for training to ensure examiners are accredited for performing exams. This request
would support 3 employees’ attendance at the National Association of Insurance Commissioners (NAIC) Financial
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summit and the Society of Financial Examiners (SOFE) and 1 employee attendance at 3 NAIC national meetings and 2
other NAIC related trainings.

DP 3007 - In-House Captives Insurance Exams - This request adds insurance premium tax state special revenue for
examination of captive firms performed by division staff. The cost of the exam is reimbursed by the companies being
examined. Base level expenditures totaled $3,410.

In both FY 2014 and FY 2015, 20 pure captive exams and four risk retention group exams would be completed. Each
risk retention group exam would require a two week period of travel by an in-house examiner. For the pure exams, funds
would support for 5 week long trips out of state and 10 in-state, week long trips.

Captive insurance companies (captives) are insurance companies formed and wholly owned by the businesses,
associations, and groups that they insure. Captives are formed as risk management tools and as alternatives to the
traditional insurance market. Captive insurers domiciled in Montana provide insurance to rural hospitals, nursing homes,
doctors, commercial trucking companies, contractors, and others. The legislature passed enacting legislation in 2001.

DP 3008 - Captive Regulatory and Supervision - This request funds promotion and administration of the captive
insurance industry. This program is funded with 5% of the premium tax and all fees and assessments received by the
Commissioner.

DP 3009 - Biennial Financial Exams — This request adds a biennial appropriation for examination of insurance
companies. These expenditures are reimbursed by the companies examined.

According to MCA 33-1-401, "The commissioner shall examine the affairs, transactions, accounts, records, and assets of
each authorized insurer as often as the commissioner considers advisable. The commissioner shall examine each
authorized insurer not less frequently than every 5 years."

Appropriation for Contract Insurance Firm Examinations

LFD

| E . . — . .
SSU The figure below shows the last 10 years of contracted services for examinations of insurance companies for

financial issues and market conduct and the executive budget compared to changes included in an elected official
request, which reduces the amount of funds requested. The figure below shows includes present law adjustments from
DP 3009 Biennial Financial Exams and DP 3012 Biennial Market Conduct. Base expenditures for contracted services
for both types of examinations were $991,727, the highest expenditure level over the last 10 years.

Actual Contracted Services Examination Costs and Budget
Request with Elected Official Proposal - Insurance Division

$2,500,000

1 /
$2,000,000 Executive Budget
$1500,000 - |~~==" Elected Official Reduction

$1,000,000 /\/’1
4
$0

T T T T 1
FYO3 FYO04 FYO5 FYO6 FYO7 FYO8 FYOS FY10 FY11 FY12 FY13 FY14 FY15
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LED The average cost of a financia! exgmination over the last three years was .$54',726 and the average
ISSUE CONT. cost of a market co_nduct examination was $115,828_. The number of examinations condL_Jcted in the
last 3 years was 4 in FY 2010 and FY 2012 and 3 in FY 2011. The amount requested in the 2015

biennium would fund 15 examinations per year based on the average costs for the last 3 years.

The division anticipates that it will examine two of the largest insurers in Montana in the 2015 biennium. One of those
insurers was examined in FY 2012, contributing to the highest ever costs in the base year. The State Auditor included an
elected official request to reduce funding for contract examinations by $1.0 million over the biennium (see DP 3012 -
Biennial Market Conduct Exams).

DP 3011 — In-house Market Conduct Exams - In accordance with 33-1-401, MCA, "The commissioner shall examine
the affairs, transactions, accounts, records, and assets of each authorized insurer as often as the commissioner considers
advisable. The commissioner shall examine each authorized insurer not less frequently than every 5 years." These
market conduct exams will be examined internally and the requested funds will be used for travel to perform the
examinations.

DP 3012 - Biennial Market Conduct Exams — This present law adjustment adds funds for contracted services to perform
insurance company market conduct examinations. The cost of the exam is billed to the companies being examined.

LED The level of con'gractgd se_rvice_s requested for the 2_015 biennium is discusse_zd pr_eviously_ in conju_nctiqn

COMMENT with DP 3009 Biennial Financial Exams. The legislature may want to review information provided in

that discussion before establishing the level of appropriation for the 2015 biennium. As noted in the

division overview, the State Auditor included an elected official request to reduce this present law adjustment by $1.0
million over the biennium.

DP 3013 — Rent - This adjustment adds state special revenue for increased office rent. The current lease does not include
inflationary adjustments for rent. When the lease expires the agency anticipates a 5% increase on January 2015 for the
last half of FY 2015.

New Proposals

New Proposals
Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 3014 - Insure Montana
03 (3.00) 0 (5,090,001) 0 (5,090,001) (7.00) 0 (10,206,715) 0  (10,206,715)
DP 6101 - Professional Development Center Fee Allocation
03 0.00 0 1,163 0 1,163 0.00 0 1,163 0 1,163
Total (3.00) $0  ($5,088,838) $0  ($5,088,838) (7.00) $0 ($10,205,552) $0  ($10,205,552)

DP 3014 - Insure Montana - The State Auditor’s Office operates the Insure Montana program, which offers health
insurance premium subsidies and tax credits to small employers offering health insurance to employees. The Patient
Protection and Affordable Care Act (ACA) provides insurance premium subsidies and tax credits beginning January 1,
2014. Some small employers and their employees may be able to receive tax credits and premium assistance through
ACA.
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Insure Montana is funded from the health and Medicaid initiatives state special revenue account which has been
structurally imbalanced for several years. Without significant budgetary changes, the account would be out of funds to
cover existing services in FY 2014. Therefore, the Executive has eliminated funding for the Insure Montana program
beginning January 1, 2014.

DP 6101 - Professional Development Center Fee Allocation - The executive requests an increase for training services
purchased from the Professional Development Center (PDC) of the Department of Administration. This request reflects
the difference between the amount paid in the base for PDC services and a fixed cost allocation based on agency FTE
counts. Starting in the 2015 biennium and beyond, the executive recommends funding the PDC as a fixed cost item. For
a further discussion, see the narrative for the Department of Administration .
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Total State Auditor's Office Funding by Source of Authority
2015 Biennium Budget

Non-
Budgeted Statutory Total % Total
Funds HB 2 Proprietary Appropriation All Sources All Funds
General Fund $0 $0 $58,177,683 $58,177,683 70.0%
State Special Total $24,390,134 $0 $582,500 $24,972,634 30.0%
02091 Security Restitution Fund - - 582,500 582,500 0.7%
02235 Insurance Fee Account 14,384,812 - - 14,384,812 17.3%
02283 Securities Fee Account 2,761,388 - - 2,761,388 3.3%
02528 Captive Account 233,310 - - 233,310 0.3%
02769 Health Insurance Premium Assistanc 3,558,246 - - 3,558,246 4.3%
02770 Health Insurance Tax Credits 1,562,227 - - 1,562,227 1.9%
02789 6901-chip/mcha Tobacco Sett Fd 1,890,151 - - 1,890,151 2.3%
Total All Funds $24,390,134 $0 $58,760,183 $83,150,317 100.0%
Percent - Total All Sources 29.3% 0.0% 70.7%
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TARGETED REDUCTION TO EQUAL 5% OF
CURRENT BASE BUDGET

SERVICE(S) TO BE ELIMINATED OR
REDUCED

Travel- Central Management
Travel- Insurance- Captives
Travel- Securities

Supplies- Securities

Communications- Securities

Contracted Services- Securities

TOTAL SAVINGS

DIFFERENCE

5% Base Budget Reduction Form

General Fund

State Special
Revenue Fund

General Fund
Annual Savings

$
51,735

State Special
Revenue Annual

Savings
$
11,579
$ 1,303
$ 2,000
$ 3,000
$
10,000
$
23,853
$
$ - 51,735

AGENCY CODE & NAME: 34010 State Auditor's Office

#1

#2

#3

#4

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR

REDUCTION:

The agency proposes to reduce the travel budget in Central Management.

THE SAVINGS THAT ARE EXPECTED:

11,579

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR

REDUCTION:
Fixed costs would be reduced.

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:



#5

The highest impact will be on the Commissioner's ability to travel to meet the demands of the position.
The Commissioner is Montana's representative in the National Association of Insurance Commissioners
(NAIC) and the North American Securities Administrators Association (NASAA). Both organizations
require regular travel to national meetings and conferences.

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:

5% Base Budget Reduction Form

AGENCY CODE & NAME: 34010 State Auditor's Office

#1

#2

#3

#4

#5

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

Travel within the captive insurance program within the Insurance Division is proposed for elimination.
Travel is being proposed for eliminations since there are no other alternatives within the program.

THE SAVINGS THAT ARE EXPECTED:

$1,303

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR

REDUCTION:

The impact of this reduction will be the loss of education for one staff member or the possible loss of
promotion activities of the program.

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:
The possible mitigation of the impact to staff would be in-house education for staff who were unable to

attend training. There would be no mitigation for constituents. If the promotional activity is lost,
constituents will lose an opportunity to become aware of the captive insurance program.

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:

5% Base Budget Reduction Form

AGENCY CODE & NAME: 34010 State Auditor's Office

#1

#2

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

An amount of travel is proposed to be eliminated in the Securities Division.

THE SAVINGS THAT ARE EXPECTED:



$2,000

#3  THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

The reduction of travel could result in undetected securities fraud. Securities fraud is widespread in difficult
economic times. If travel is reduced, CSI investigations and educational outreach could be hampered, and
consumers may lose substantial amounts of money to undedected securities fraud.

#4 HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:
The impact on staff and constituents will not be mitigated if travel is reduced.

#5  WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:

5% Base Budget Reduction Form

AGENCY CODE & NAME: 34010 State Auditor's Office

#1 BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

An amount of supplies is proposed to be eliminated in the Securities Division.

#2  THE SAVINGS THAT ARE EXPECTED:

$3,000

#3 THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:
The reduction of supplies could result in a reduction in the support these supplies provided the Securities
Division. Securities fraud is widespread in difficult economic times. If supplies are reduced, CSI
investigations and educational outreach could be hampered, and consumers may lose substantial
amounts of money to undedected securities fraud.

#4  HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:
The impact on staff and constituents will not be mitigated if supplies are reduced.

#5  WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:

5% Base Budget Reduction Form

AGENCY CODE & NAME: 34010 State Auditor's Office



#1

#2

#3

#4

#5

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

This reduction would eliminate of a portion of the Securities Division's communication budget.

THE SAVINGS THAT ARE EXPECTED:
$10,000

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

If the Securities Division's communications are reduced, CSI educational outreach could be hampered,
and consumers may lose substantial amounts of money to undedected securities fraud.

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:
This reduction could be mitigated marginally with the use of email instead of other forms of paper
communication.

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:

5% Base Budget Reduction Form

AGENCY CODE & NAME: 34010 State Auditor's Office

#1

#2

#3

#4

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

This proposed reduction would cut the contracted services budget in the Securities Division.

THE SAVINGS THAT ARE EXPECTED:
$23,853

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR

REDUCTION:

This proposal will reduce the securities examinations contract funding, resulting in fewer examinations of
companies. With fewer examiniations, the chances of detecting fraud are reduced, and consumers may
lose substantial amounts of money to undedected securities fraud.

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

The impact on staff can't be mitigated. There will be increased staff comp time and overtime to perform
possible examinations. If there is no funding or time to support examinations, examinations will be
hampered, and consumers will lose the benefit of early fraud detection.



#5  WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:



Monica J. Lindeen Monica J. Lindeen

(‘ Commissioner of Securities & Insurance
Montana State Auditor
840 Helena Ave. - Helena, MT 59601
Phone: 406.444.2040 or 800.332.6148

Fax: 406.444.3497 - Web: www.csi.mt.gov

Montana Commissioner of Securities & Insurance

Agency Goals and Objectives

Insurance Department

1. Review and approve forms within 60 days as required by 33-1-502, MCA.

2. Financially examine traditional domestic insurers as often as the
Commissioner considers advisable, but not less than one every 5 years and
examine each captive insurer at least once in 3 years.

3. Respond to and resolve policyholder complaints in a timely fashion.

4. Complete market conduct examinations for domestic insurance carriers once
every five years as required by 33-1-401, MCA.

5. Review and approve licenses and renewals as required by 33-17-201, MCA.

6. Implement and comply with new federal health insurance laws.

Securities Department

1. Make investor education available to all Montanans through investor
outreach, publications, public service announcements, and formal classroom
teaching.

2. Protect investors and persons involved in securities transactions by
conducting for cause and routine broker-dealer and investment advisor
examinations.

3. Assist Montana businesses in accessing capital through capital formation
presentations.

Central Management

1. Expand and improve the features offered by the Commissioner of Securities
and Insurance, Montana State Auditor (CSI) website, as a way to increase
government efficiency and consumer assistance.

2. Provide efficient and effective administration, including management, human
resources and financial services for the agency.



Agency Description Definition of Terms

The Department of Revenue mission is: The quality of life for all Montanans is better because we excel at public
service and effective administration of the tax and liquor laws. We do this by ensuring that revenues intended by the
legislature to be raised are collected to serve Montanans, advancing equity and integrity in taxation, providing inno-
vative and respectful service, protecting the public health and safety, achieving efficiency in liquor administration,
and improving public understanding of Montana's revenue system. The primary statutory references defining duties
and responsibilities of the department are found in 2-15-1301, MCA, 15-1-201, MCA, and Title 15, MCA.

Below is an organizational chart of the agency including full-time equivalent (FTE) numbers, general fund appropria-
tions and total of all funds as seen in the HB 2 base budget. The chart also includes expenditures and FTE funded
through statutory appropriations and non-budgeted proprietary funds. Unless otherwise noted, all phone extensions
are preceded by (406) 444.

Non-HB2 Funds

Proprietary - $175,079 5801 Department of Revenue
FTE - 3.50 ’ Dan Bucks x2762
Statutory Appropriations Total FTE - 659.28
FTE -0 Total General Fund - $47,663,801
General Fund - $100,013,595 Total All Funds - $51,590,746

All Funds - $198,326,726

. , ) 02 Information Management and 03 Liquor Control
01 Director’s Office A .
Dan Bucks x2762 Technology Division Division
Margaret Kauska x9535 Shauna Helfert x1464
FTE —49.48
General Fund — $5,490,203 FTE ~86.75 FTE - 29.75
All Funds - $5 71’1 2610 General Fund - $11,134,395 General Fund - $0
o All Funds - $11,396,135 All Funds - $2,360,846
05 Citizen Services & Resource Mgmt 07 Business & Income 08 Property Assessment Division
Division Taxes Division Cynthia Monteau Moore
Steve Austin x 1479 Gene Walborn x0908 X7968
FTE - 53.50 FTE —133.45 FTE — 306.35
General Fund - $3,318,565 General Fund - $8,653,778 General Fund - $19,066,860
All Funds - $3,549,160 All Funds - $9,453,314 All Funds - $19,120,031

LFDA NS
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How Services are Provided

The Department of Revenue collects and distributes revenue from and enforces regulations for 40 state taxes and fees
through the Director’s Office and five divisions. The department also regulates the sale and distribution of alcoholic
beverages in the state. In doing so, the department buys, imports, stores, sells, and delivers liquors to agency liquor
stores. The department also:

e Administers and enforces Montana’s tax laws

e Appraises all property subject to state and local property taxation
e  Administers the Montana Alcoholic Beverage Code

e Enforces the Montana Cigarette Sales Act

e Administers abandoned property

Sources of Spending Authority

Department of Revenue - All Authority - FY 2012

Budget Statutory ;
Amendment ; $198,326,726;

$31,131;0.0% / 46.7%

Off Base;
$358,832;0.1%

HB2 ; /
$51,590,736;

12.1%

Other ;

$174,448,711 ;_\ \
41.1% Proprietary;

$175,079;0.0%

The above chart shows the sources of authority for the Department of Revenue. The accounting term, off base, refers to
one-time-only spending and non-budgeted items like inventory adjustments. Other legislative appropriations (sometimes
called cat and dog bills) are included in the above categories as appropriate. For a more detailed description of
accounting terminology, please refer to the definition of terms.

e HB 2 —all HB 2 authority including the budgeted proprietary expenditures of the Liquor Control Division
e Statutory - primarily distributions of tax revenues to tribal and local governments
e Proprietary - the internal service Collection Services operations

e  Other — primarily language appropriations for the Liquor Control Division ($96.8 million) and non-budgeted
transfers ($72.8 million)

LFD/\M

Montana Legislative Fiscal Division www.leg.mt.gov/css/fiscal



Page 3

Expenditures

The next chart explains how the HB 2 authority is spent. Of the $51.6 million of HB 2 authority expended in FY 2012,
$36.2 million, or 70.3%, was spent on personal service costs, 29.5% was spent on operating expenses, and the remainder
of 0.3% was spent for equipment and intangible assets. This chart matches the agency chart found in the 2015 Budget

Analysis and does not include one-time-only appropriations in FY 2012.

Department of Revenue - HB2 Only - FY 2012

Personal Services;

/ $36,246,952;

70.3%

Equipment &
IntangibleAssets;
$143,765;0.3%

Operating
Expenses;
$15,200,019;
29.5%

LFDA NS
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Funding

The following charts show the agency’s HB 2 funding authority by fund type and all sources of its total funding
authority.

Department of Revenue - HB2 Only Funding - FY 2012

Proprietary;
$2,654,770;5.1% General Fund;

\7 $47,663,789;
Federal Special;— WP s 92.4%

$256,607;0.5%

State Special;
$1,015,570;2.0%

Department of Revenue - Total Funding - FY 2012

General Fund;

$147,937,594;\
34.8%

State Special;
$99,475,854;
23.4%

Nonexpendable

Trust;
_\

$72,725,047;
Expendable Trust;— —— — —

17.1% Federal Special;
$4,139,665; 1.0%

$287,738;0.1%
oprietary; Capital Projects;
$99,644,240; $721,078;0.2%
23.4%

Total funding of the Department of Revenue includes most of the many taxes collected, which are subsequently dis-
tributed by the agency. Funding referred to as expendable trust primarily includes transfers of unclaimed property
into private purpose trust funds. Nonexpendable trust funding refers to transfers of tax revenues into permanent trusts,

such as the coal tax permanent trust.
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How the 2013 Legislature Can Effect Change

The legislature has the ability to change expenditure levels and/or Department of Revenue activity through the fol-

lowing basic elements that drive costs:

Major

Tax policy changes — tax policy changes impact staff workload and costs associated with tax administra-
tion systems. The legislature can impact costs to administer and enforce state tax laws by influencing the
number and type of taxes administered and the citizenry impacted by the taxes. It can impact tax admin-
istering and enforcement costs by affecting the complexity and frequency of tax policy changes. Tax pol-
icy changes also impact costs to implement, modify, and maintain computer systems used to administer
taxes.

Revenue distribution — revenues collected by the department are distributed according to statutory re-
quirements. The legislature can impact the costs to administer the distribution of revenues by influencing
the statutory requirements for the frequency and complexity of revenue distributions and by the number
of distribution requirement changes the department must implement. With most of the department budget
authorized coming through statutory appropriations to distribute revenue for local assistance payments,
the legislature can influence a portion of the department budget through revenue distribution require-
ments.

Cost Drivers

Driver 2001 2011 Significance of Data
Number of income tax returns pro- 529,955 526,902 | Estimate of workload
cessed
(12/2011) | (income tax processing)
Number of income tax returns with 279,641 349,243 | Estimate of workload (income tax pro-
refunds cessing)
(4/2011)
Number of corporation tax returns pro- 35,625 26,728 | Estimate of workload (corporation tax
cessed processing)
(2003) (4/2011)
Number of metalliferous mine produc- 5 6 | Estimate of workload
ers filing returns (metal mines tax processing)
(2010)
Total Retail Liquor Licenses 3,300 3,245 | Estimate of workload
(2004) (liquor license processing)
Number of wholesaler liquor licenses 35 27 | Estimate of workload
issued
(2004) (liquor license processing)
Total number of housing units 412,663 489,157 | Estimate of workload (appraisal valua-
tion
(Source - US Census Dept.) (2000) (2011) )

The figure above reflects some of the cost drivers of the department. In addition to the items shown changes in popu-

lation, economic conditions, and the number of businesses operating in the state will drive workload changes for the

department.

LFD/\M
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Funding/Expenditure History

The budget for the Department of Revenue has remained relatively flat over the past four years. Expenditures were
reduced in the 2013 biennium as a result of spending reductions imposed on the agency by the 2011 Legislature in

reaction to the “great recession.” The figure does not include one-time-only expenditures.

Department of Revenue - Authority Used to Establish the Budget

Base
60,000,000
50,000,000
40,000,000
30,000,000
20,000,000
10,000,000
) 2009 2010 2011 2012
= General Fund 48,453,841 49,569,682 50,074,125 47,663,789
u State Special 775,417 761,721 735,284 1,015,570
B Federal Special 284,618 204,942 176,663 256,607
Proprietary 2,281,590 2,428,346 2,402,915 2,654,770
® Expendable Trust - - - -
Total $51,795,467 $52,964,692 $53,388,987 $51,590,736
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Major Legislative Changes in the Last Ten Years

Major Legislative Changes in the Last 10 Years

e 2009 Legislature

0 The legislature added a total of 21.30 FTE to the department: 9.30 FTE for the property tax reappraisal as a
one-time-only appropriation (HB 658), 12.00 FTE to continue tax compliance activities

0 HB 10 provided $3.4 million of general fund for an electronic imaging system

e 2007 Legislature

0 The legislature added a total of 36.75 FTE in present law and new proposals, 16.00 FTE for tax compliance
activities and 8.00 FTE for new legislation

0 Developed free electronic tax filing with $4.7 million in general fund

0 HB 9 (SS) provided a $400 rebate for property taxes and supported the related DOR activities with $1.0
million of general fund

e 2005 Legislature:
0 The legislature added a net 6.00 FTE to the department
0 Funded a new property tax information system with $5.5 million in general funds

0 Increased tax types administered through the Integrated Revenue Information System (IRIS) with $4.0 mil-
lion in general fund and added vendor service costs to the base budget

e 2003 Legislature:

¢ Reduced a net 20.00 FTE from the department, 3.2% of total staff, with a net reduction of 15.00 FTE from
the property appraisal and valuation program

0SB 461 mitigated the effects of the property tax revaluation cycle which began in FY 2003, and $130,375
of general fund was provided for DOR administration costs

0SB 484 authorized various local governments to create empowerment zones to encourage job creation, and
one-time-only funding was provided to the DOR to modify computer systems that would be impacted

For further information, you may wish to contact the agency at:

Department of Revenue
P.O. Box 6308
Helena, MT 59604

phone: (406) 444-6900
web: http://revenue.mt.gov/default.mcpx

LFD/\M
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Total Department Of Revenue Funding by Source of Authority

2015 Biennium Budget

Non-
Budgeted Statutory Total % Total
Funds HB 2 Proprietary  Appropriation ~ All Sources  All Funds
General Fund $101,420,682 $0  $234,511,665 $335,932,347 58.3%
State Special Total $2,322,205 $0  $231,264,506 $233,586,711 40.5%
02008 Tobacco And Cig. Tribal Agree. $0 $0 $9,520,274 $9,520,274 1.7%
02025 Unclaimed Property $930,477 $0 $0 $930,477 0.2%
02083 Oil & Gas Local Assistance $0 $0  $10,000,000 $10,000,000 1.7%
02088 Ssr Administrative Funds $472,047 $0 $0 $472,047 0.1%
02110 Accommodation Tax Admin $282,135 $0 $0 $282,135 0.0%
02168 Mt Qil Production Tax $0 $0  $197,054,000 $197,054,000 34.2%
02169 Bentonite Production Tax $0 $0 $4,800,000 $4,800,000 0.8%
02293 Film Production Credit $0 $0 $10,000 $10,000 0.0%
02511 Oil, Gas, And Coal Natural Res $0 $0 $9,000,000 $9,000,000 1.6%
02790 6901-statewide Tobacco Sttimnt $637,546 $0 $0 $637,546 0.1%
02966 Tribal Agreement - Alcohol $0 $0 $880,232 $880,232 0.2%
Federal Special Total $504,090 $0 $0 $504,090 0.1%
03928 Royalty Audit - Nrct $504,090 $0 $0 $504,090 0.1%
Proprietary Total $5,711,151  $368,940 $0 $6,080,091 1.1%
06005 Liquor Division $5,711,151 $0 $0 $5,711,151 1.0%
06554 Csc Collection Services $0  $368,940 $0 $368,940 0.1%
Total All Funds $109,958,128  $368,940 $465,776,171  $576,103,239 100.0%
Percent - Total All Sources 19.1% 0.1% 80.8%




5% Base Budget Reduction Form

17-7-111-3(f)

AGENCY CODE & NAME: 5801 Department of Revenue

Priority

[

R O OO0 ~NO®

[

TARGETED REDUCTION TO EQUAL 5% OF
CURRENT BASE BUDGET

SERVICE(S) TO BE ELIMINATED OR
REDUCED

Prorated Reduction - Citizen Services and Resource
Management

Prorated Reduction - Information Management and
Technology

Prorated Reduction - Director's Office
Prorated Reduction - Business and Income Taxes

Prorated Reduction - Property Assessment

TOTAL SAVINGS

DIFFERENCE

5% Base Budget Reduction Form

Minimum Requirement

General Fund

State Special
Revenue Fund

$
2,376,240

General Fund

$
50,779

State Special

Annual Savings Revenue Annual
Savings

$
165,928 $ 9,371
$
556,720 $ 6,240
$
267,560 $ 5,313
$ $
432,689 27,196
$
953,343 $ 2,659
$ - $ -
$ - $ -
$ - $ -
$ - $ -
$ - $ -
$ $
2,376,240 50,779
$ - % -

AGENCY CODE & NAME: 5801 Department of Revenue

#1

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR

REDUCTION:



#2

#3

#4

The budget reductions in the Citizen Services and Resource Management Division will decrease
state revenues available to fund government services by several times the amount of expenditure
cuts. A significant decrease will occur in the level of services provided to Montana citizens, local
governments, tax preparers, and businesses - including delays in tax refunds and cash flow for
local governments and school districts. The reductions were prorated among all divisions of the
department and include reductions in (1) personal services funding by leaving FTE authorized by
the legislature vacant and (2) through a reduction in operating expenses used to adequately fund
the services mandated by state law.

THE SAVINGS THAT ARE EXPECTED:
$175,299

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

Revenue loss: $875,000

This reduction will have a negative impact upon the department's ability to collect revenue for the
state's general fund. The department conservatively estimates the loss of revenue collections
from the management and support activities to be 5 times the amount of expenditures saved by
reducing this budget or approximately a $875,000 revenue loss per year.

The department’s budget is already small compared to its large mission due to effective
management, previous careful cost cutting, and limited original resources — we operate on a lean
basis.

The department is an integrated operation all parts of which contribute to revenue production and
taxpayer service. State revenues and services will be negatively impacted no matter where a 5%
reduction is applied.

Operating a fully-functioning Department of Revenue is crucial. Other struggling states who have
implemented across-the-board cuts to state agencies are now restoring their revenue department
budgets because they learned (the hard way) that the documented loss in revenues ranged from
$5 to $7 for every $1 expenditure cut. Other states have avoided this learning experience by
increasing their tax agency’s budget to generate net additional revenues to help balance their
budgets.

The consequences of the proposed elimination or reduction in services equate to losses in state
and local revenues which will have a negative impact on most, if not all, government services.
Regardless of where the reduction occurs, such a reduction places state government further out-
of-balance in relation to its balanced budget mandate and disadvantages Montana’s households.
Some impacts include lowering the quality of education for Montana children; reducing the safety
and security of Montana’s citizens by decreasing the level of security at Montana’s correctional
facilities and the effectiveness of other criminal justice operations; cutting services currently
provided to the state’s ill, elderly, and disabled; compromising management of the state’'s water
resources, as well as state and forested land; and hurting household budgets of ordinary
Montanans through delayed tax refunds.

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

The impact of this reduction cannot be mitigated. The unavoidable net result of this reduction in
expenditures is a loss of revenue to the State of Montana that substantially exceeds the amount of
the reduction in expenditures. A reduction of this size in the Department of Revenue budget will
put the state further away from the balanced budget required by the Montana Constitution.



#5

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:
Yes, Montana Code Annotated Titles 2, 15, 16, 17, 18

5% Base Budget Reduction Form

AGENCY CODE & NAME: 5801 Department of Revenue

#1

#2

#3

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

The budget reductions in the Information Management and Technology Division will decrease
state revenues available to fund government services by several times the amount of expenditure
cuts. A significant decrease will occur in the level of services provided to Montana citizens, local
governments, tax preparers, and businesses - including delays in tax refunds and cash flow for
local governments and school districts. The reductions were prorated among all divisions of the
department and include reductions in (1) personal services funding by leaving FTE authorized by
the legislature vacant and (2) through a reduction in operating expenses used to adequately fund
the services mandated by state law.

THE SAVINGS THAT ARE EXPECTED:
$562,960

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:
Revenue Loss: $2,800,000

This budget reduction will have a negative impact on timely and efficient processing of tax returns
which would delay refunds back to the taxpayers; reduce revenue collections by delaying
information for tax compliance; impact the convenient electronic filing services provided to
taxpayers filing and paying taxes; and interfere with the services of providing accurate and secure
data to OBPP and the Legislative Fiscal Division (LFD). This reduction will result in a loss of state
revenue collections more than the budget savings because it will hinder the tax compliance
activities of the department. The estimated revenue loss is conservatively estimated to be 5 times
the amount of expenditures saved or approximately a $2.8 million revenue loss per year.




#4

#5

The department’s budget is already small compared to its large mission due to effective
management, previous careful cost cutting, and limited original resources — we operate on a lean
basis.

The department is an integrated operation all parts of which contribute to revenue production and
taxpayer service. State revenues and services will be negatively impacted no matter where a 5%
reduction is applied.

Operating a fully-functioning Department of Revenue is crucial. Other struggling states who have
implemented across-the-board cuts to state agencies are now restoring their revenue department
budgets because they learned (the hard way) that the documented loss in revenues ranged from
$5 to $7 for every $1 expenditure cut. Other states have avoided this learning experience by
increasing their tax agency’s budget to generate net additional revenues to help balance their
budgets.

The consequences of the proposed elimination or reduction in services equate to losses in state
and local revenues which will have a negative impact on most, if not all, government services.
Regardless of where the reduction occurs, such a reduction places state government further out-
of-balance in relation to its balanced budget mandate and disadvantages Montana’s households.
Some impacts include lowering the quality of education for Montana children; reducing the safety
and security of Montana'’s citizens by decreasing the level of security at Montana'’s correctional
facilities and the effectiveness of other criminal justice operations; cutting services currently
provided to the state’s ill, elderly, and disabled; compromising management of the state’'s water
resources, as well as state and forested land; and hurting household budgets of ordinary
Montanans through delayed tax refunds.

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

The impact of this reduction cannot be mitigated. The unavoidable net result of this reduction in
expenditures is a loss of revenue to the State of Montana that substantially exceeds the amount of
the reduction in expenditures. A reduction of this size in the Department of Revenue budget will
put the state further away from the balanced budget required by the Montana Constitution.

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:
Yes, Montana Code Annotated Titles 2, 15, 16, 17, 18

5% Base Budget Reduction Form

AGENCY CODE & NAME: 5801 Department of Revenue

#1

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

The budget reductions in the Director's Office will decrease state revenues available to fund
government services by several times the amount of expenditure cuts. A significant decrease will
occur in the level of services provided to Montana citizens, local governments, tax preparers, and
businesses - including delays in tax refunds and cash flow for local governments and school
districts. The reductions were prorated among all divisions of the department and include
reductions in (1) personal services funding by leaving FTE authorized by the legislature vacant
and (2) through a reduction in operating expenses used to adequately fund the services mandated
by state law.



#2

#3

#4

#5

THE SAVINGS THAT ARE EXPECTED:
$272,873

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

Revenue Loss: $1,300,000

This reduction to the Director's Office, which includes the Legal Services Office, will have a
negative impact upon the department's ability to collect revenue for the state's general fund. The
department conservatively estimates the loss of revenue collections from the management and
support activities to be 5 times the amount of expenditures saved by reducing this budget or
approximately a $1.3 million revenue loss per year.

The department’s budget is already small compared to its large mission due to effective
management, previous careful cost cutting, and limited original resources — we operate on a lean
basis.

The department is an integrated operation all parts of which contribute to revenue production and
taxpayer service. State revenues and services will be negatively impacted no matter where a 5%
reduction is applied.

Operating a fully-functioning Department of Revenue is crucial. Other struggling states who have
implemented across-the-board cuts to state agencies are now restoring their revenue department
budgets because they learned (the hard way) that the documented loss in revenues ranged from
$5 to $7 for every $1 expenditure cut. Other states have avoided this learning experience by
increasing their tax agency’s budget to generate net additional revenues to help balance their
budgets.

The consequences of the proposed elimination or reduction in services equate to losses in state
and local revenues which will have a negative impact on most, if not all, government services.
Regardless of where the reduction occurs, such a reduction places state government further out-
of-balance in relation to its balanced budget mandate and disadvantages Montana’s households.
Some impacts include lowering the quality of education for Montana children; reducing the safety
and security of Montana'’s citizens by decreasing the level of security at Montana’s correctional
facilities and the effectiveness of other criminal justice operations; cutting services currently
provided to the state’s ill, elderly, and disabled; compromising management of the state’'s water
resources, as well as state and forested land; and hurting household budgets of ordinary
Montanans through delayed tax refunds.

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

The impact of this reduction cannot be mitigated. The unavoidable net result of this reduction in
expenditures is a loss of revenue to the State of Montana that substantially exceeds the amount of
the reduction in expenditures. A reduction of this size in the Department of Revenue budget will
put the state further away from the balanced budget required by the Montana Constitution.

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:

Yes, Montana Code Annotated Titles 2, 15, 16, 17, 18

5% Base Budget Reduction Form



AGENCY CODE & NAME: 5801 Department of Revenue

#1

#2

#3

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

The budget reductions in the Business and Income Taxes Division will decrease state revenues
available to fund government services by several times the amount of expenditure cuts. A
significant decrease will occur in the level of services provided to Montana citizens, local
governments, tax preparers, and businesses - including delays in tax refunds and cash flow for
local governments and school districts. The reductions were prorated among all divisions of the
department and include reductions in (1) personal services funding by leaving FTE authorized by
the legislature vacant and (2) through a reduction in operating expenses used to adequately fund
the services mandated by state law.

THE SAVINGS THAT ARE EXPECTED:
$459,885

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:

Revenue Loss: $3,600,000

This budget reduction will have a negative impact upon the department's ability to collect revenue
for the state's general fund. Based on the past activity within the Business and Income Taxes
Division, the lost revenue that would occur is estimated to be 8 times the value of the budget
reduction or approximately a $3.6 million revenue loss per year.

The department’s budget is already small compared to its large mission due to effective
management, previous careful cost cutting, and limited original resources — we operate on a lean
basis.

The department is an integrated operation all parts of which contribute to revenue production and
taxpayer service. State revenues and services will be negatively impacted no matter where a 5%
reduction is applied.

Operating a fully-functioning Department of Revenue is crucial. Other struggling states who have
implemented across-the-board cuts to state agencies are now restoring their revenue department
budgets because they learned (the hard way) that the documented loss in revenues ranged from
$5 to $7 for every $1 expenditure cut. Other states have avoided this learning experience by
increasing their tax agency’s budget to generate net additional revenues to help balance their
budgets.

The consequences of the proposed elimination or reduction in services equate to losses in state
and local revenues which will have a negative impact on most, if not all, government services.
Regardless of where the reduction occurs, such a reduction places state government further out-
of-balance in relation to its balanced budget mandate and disadvantages Montana’s households.
Some impacts include lowering the quality of education for Montana children; reducing the safety
and security of Montana’s citizens by decreasing the level of security at Montana’s correctional
facilities and the effectiveness of other criminal justice operations; cutting services currently
provided to the state’s ill, elderly, and disabled; compromising management of the state’'s water
resources, as well as state and forested land; and hurting household budgets of ordinary
Montanans through delayed tax refunds.
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#5

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

The impact of this reduction cannot be mitigated. The unavoidable net result of this reduction in
expenditures is a loss of revenue to the State of Montana that substantially exceeds the amount of
the reduction in expenditures. A reduction of this size in the Department of Revenue budget will
put the state further away from the balanced budget required by the Montana Constitution.

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:
Yes, Montana Code Annotated Titles 2, 15, 16, 17, 18

5% Base Budget Reduction Form

AGENCY CODE & NAME: 5801 Department of Revenue

#1

#2

#3

BRIEF DESCRIPTION OF SERVICE TO BE CONSIDERED FOR ELIMINATION OR
REDUCTION:

The budget reductions in the Property Assessment Division will decrease state and local revenues
available to fund government services by several times the amount of expenditure cuts. A
significant decrease will occur in the level of services provided to Montana citizens, local
governments, tax preparers, and businesses - including delays in tax refunds and cash flow for
local governments and school districts. The reduction in the Property Assessment Division will
also negatively affect the equity and fairness of the distribution of property taxes among citizens
and businesses. The reductions were prorated among all divisions of the department and include
reductions in (1) personal services funding by leaving FTE authorized by the legislature vacant
and (2) through a reduction in operating expenses used to adequately fund the services mandated
by state law.

THE SAVINGS THAT ARE EXPECTED:
$956,002

THE CONSEQUENCES OR IMPACTS OF THE PROPOSED ELIMINATION OR
REDUCTION:
Revenue Loss: $6,200,000



Property tax revenues in Montana produce $1.2 billion annually for state and local governments
and schools. Not a single penny of this revenue gets collected each year until the Property
Assessment Division completes its annual update of property values including new construction,
business equipment values, and property ownership and use changes; certifies values to
counties; and calculates nearly 800,000 individual tax bills for use by County Treasurers. Over
$40 gets produced in revenue for each $1 invested in the Property Assessment Division.
Conservatively a $956,002 budget reduction for this division will reduce property tax revenues by
at least 6.5 times that amount or approximately $6.2 million per year.

A reduction of this magnitude in the Property Assessment Division will have severe impacts on the
division in the many business functions that it performs. The impacts of this reduction
compromise the effectiveness of state property tax administration resulting in lost property tax
revenue at both the state and local government level, as well as reducing the quality of valuations,
and increasing the time and inconvenience spent by taxpayers and local governments on
otherwise unnecessary reviews, appeals and conflicts over their valuations.

These impacts come from the following specific Property Assessment Division work
responsibilities:

New Construction - Reduction to field staff would further limit field staff from identifying and
valuing new construction. If the reduction occurs beginning July 1, 2011, the new construction
that will be picked up for the 2012 tax year and future years will be at risk of not being added to
the tax rolls. This will have a negative revenue impact upon property tax revenues for all taxing
jurisdictions, i.e., state, local governments, and schools.

Sales verifications - As of March 2010 over 8,000 real property sales had not been reviewed for
validity and physical characteristics. This has an impact upon the reliability of the statutory sales
ratio studies required in HB658 if sales review and verification is not completed. In addition, as
time increases from the date of sale, the likelihood of property characteristics changing since the
sale increases. Therefore, incorrect property characteristics may be captured as the sale
characteristics, which will impact all future sales comparison valuations (market models). If
commercial sales are not validated on an annual basis, the class 12 tax rate (railroad & airlines)
would be impacted, resulting in an incorrect tax rate calculated for those properties.



Reappraisal Field Reviews - Field reviews should occur over the 6-year reappraisal cycle to
ensure property characteristics are captured accurately, and any changes are accounted for, e.g.
deterioration, lack of maintenance, in addition to new construction. The ability to conduct these
reviews would be negatively impacted.

Ownership Changes /Splits- May not be kept current. This has an impact upon the property tax
bill being mailed to wrong party, potentially causing delinquent and unpaid property taxes.

Personal Property - New businesses/ranches may not be identified, therefore not added to tax
rolls. This has a negative revenue impact upon all taxing jurisdictions, i.e., state, local
governments, and schools.

Collection of Income & Expense Information - Annual mailing and follow up may not occur, or may
be mailed but may not be analyzed and taxpayer contact may not be made if there are questions
or data concerns in a timely manner, therefore rendering information useless for next reappraisal.
This will affect the ability of the department to use the preferred income model for commercial
property valuation.

Inability to meet statutory reappraisal requirement with a reduction in staffing and the risks
identified in the field tasks identified above, the reappraisal tasks (land valuation, market and
income models, and cost analysis) may significantly be impacted if insufficient data is collected
and analyzed in a timely manner throughout the 6 years.

Property tax relief programs (PTAP/DAV) - Staff reductions will decrease department's ability to
process applications and apply appropriate tax rates in a timely manner to help low income
citizens.

Services to other agencies will be negatively impacted, including to DNRC, MonTax-Mill Levy
Verification, Mt. Association of Soil Conservation, Dept. of Livestock, Hail Board, etc.

Certification of Values - Untimely certification of values to local government taxing jurisdictions
would have serious impacts on their budgets and revenue.
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The department’s budget is already small compared to its large mission due to effective
management, previous careful cost cutting, and limited original resources — we operate on a lean
basis.

The department is an integrated operation all parts of which contribute to revenue production and
taxpayer service. State revenues and services will be negatively impacted no matter where a 5%
reduction is applied.

Operating a fully-functioning Department of Revenue is crucial. Other struggling states who have
implemented across-the-board cuts to state agencies are now restoring their revenue department
budgets because they learned (the hard way) that the documented loss in revenues ranged from
$5 to $7 for every $1 expenditure cut. Other states have avoided this learning experience by
increasing their tax agency’s budget to generate net additional revenues to help balance their
budgets.

The consequences of the proposed elimination or reduction in services equate to losses in state
and local revenues which will have a negative impact on most, if not all, government services.
Regardless of where the reduction occurs, such a reduction places state government further out-
of-balance in relation to its balanced budget mandate and disadvantages Montana’s households.
Some impacts include lowering the quality of education for Montana children; reducing the safety
and security of Montana'’s citizens by decreasing the level of security at Montana'’s correctional
facilities and the effectiveness of other criminal justice operations; cutting services currently
provided to the state’s ill, elderly, and disabled; compromising management of the state’'s water
resources, as well as state and forested land; and hurting household budgets of ordinary
Montanans through delayed tax refunds.

HOW THE IMPACT TO CONSTITUENTS AND STAFF MIGHT BE MITIGATED:

The impact of this reduction cannot be mitigated. The unavoidable net result of this reduction in
expenditures is a loss of revenue to the State of Montana that substantially exceeds the amount of
the reduction in expenditures. A reduction of this size in the Department of Revenue budget will
put the state further away from the balanced budget required by the Montana Constitution.

WHETHER THE SERVICE IS SPECIFICALLY REQUIRED BY STATE & /OR
FEDERAL STATUTE - YES OR NO:
Yes, Montana Code Annotated Titles 2, 15, 17, 18



Montana Department of

REVENUE

2015 Biennium
Goals and Objectives

Prepared for 17-7-111, MCA

Note: The department considers this document to be a work in progress such that the objectives will
continue to be refined and improved in order to ensure successful measurement of the department goals.



Central Purpose
(Combines Mission and Vision Statement)

The quality of life for all Montanans is better because we excel at public service and effective
administration of the tax and liquor laws of Montana.

We do this by:

Ensuring that revenues intended by the legislature to be raised are collected to serve
Montanans,

Advancing equity and integrity in taxation,

Providing innovative and respectful service,

Protecting the public health and safety and achieving efficiency in liquor
administration, and

Improving public understanding of Montana’s revenue system.

Core Values

Our core values are rooted in the Montana Constitution and in fundamental values proven by
human experience to lead an organization or community forward in a continuous positive
manner. These core values include the following:

Respect for All Persons
Integrity and Justice
Productivity and Effectiveness
Teamwork and Community
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MT Department of Revenue Performance Model

Department Goal 1 To serve Montana’s citizens by respecting their legal rights, recognizing their dignity as
individuals, and advancing public understanding of the tax system.

Division Goal Provide accurate, timely, and courteous delivery of service to citizens and businesses.

Objective Respond to citizen and taxpayer letters/emails within 30 days of receipt.
Objective Respond to citizen and taxpayer phone calls with 2 days of receipt.
Division Goal Provide clear, accurate, appropriate, and timely information about the Montana tax system to businesses,
citizens, and the media.
Obijective Ensure that the department website is accurate, easy to navigate and up to date.
Obijective Department template letters to taxpayers will be clear and accurate to the reader.
Objective Department tax form instructions will be clear and accurate to the reader.
Division Goal Resolve in an impartial and respectful manner taxpayer issues after the department’s usual channels of problem
solving have been exhausted or communications have broken down.
Obijective Within 30 days of receipt, evaluate and resolve taxpayer complaints about the improper or inefficient
service provided by department employees (with exceptions allowed for unusual or complex
requests) and when necessary recommend appropriate action to the director.
Division Goal Protect the legal rights of taxpayers by monitoring the department’s compliance with the Taxpayer Bill of Rights.
Obijective Within 30 days of receipt, review each referral for compliance with the Taxpayer Bill of Rights,
remedy lapses and report any issues to the director.
Division Goal Provide easily understandable information on the department’s tax, audit, collection and appeals processes.
Obijective Participate in, host and advocate the needs of taxpayers in department teams that are dedicated to
the continuous improvement of its processes, forms and returns and the materials that explain them.
Division Goal Represent the needs of taxpayers in the department’s legislative initiatives and responses.
Obijective Raise issues to the legislative work of leadership team and during the legislative session, participate
in the daily meetings of the legislative team.
Division Goal Prepare and publish an annual report on the taxpayer assistance office activities.

Objective Prepare annual report with recommendations to improve tax administration from a taxpayer service
viewpoint.
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Division Goal

Objective

Division Goal

Objective

Obijective

Objective

Division Goal

Obijective

Obijective
Obijective

Obijective

Division Goal

Obijective

Obijective

Obijective

Division Goal

Obijective

Obijective

Improve the public understanding of tax policy and their tax system by ensuring the department is an
authoritative source of analysis of Montana taxes and tax policy.

Make fiscal notes from the Department of Revenue the best in state government.

Protect confidential materials from unauthorized disclosure.

Prevent unauthorized disclosure of confidential or privileged materials by maintaining policies and
providing education.

Maintain a positive working relationship with the IRS.

Prevent employees from accessing data they do not utilize in their everyday work.

Perform outstanding public service by accurately and timely processing tax data and revenue for the State of
Montana.

Increase electronic filing 5% annually for Corporate License Tax, Small Business Corporation and
Partnership returns. Work with tax software vendors to develop Montana specific forms for
federal/state e-file. Simplify instructions for electronic filing and promote electronic filing on
department documentation as well as our website.

Improve the department work flow and increase operational efficiencies utilizing imaging technology.
Continue to reduce processing time of revenue deposits received in the form of checks in the mail.

Increase electronic filing 5% annually for withholding annual reconciliation forms, MW-3. Work with
tax software vendors to develop additional e-file options. Simplify instructions for electronic filing and
promote electronic filing on department documentation as well as our website.

Work to foster taxpayer understanding of the state’s tax system and their filing obligations to improve compliance
and create department efficiencies.

Provide clear and user friendly forms and instructions in paper and electronic form by coordinating
continuous improvement and annual updates with other department divisions.

Strive for efficiencies in printing forms and instructions to reduce distribution costs.

Educate taxpayers on the benefits of electronic filing and the services available to them in order to
increase the percentage of tax returns filed electronically.

Distribute unclaimed property to the rightful owner in a timely, accurate and defensible manner.

Assure that accurate information about unclaimed property is visible to the public through timely file
maintenance in Gentax, continuous improvement to outreach programs, and timely submission of
accurate unclaimed property information to newspapers and missingmoney.com.

Provide a simple, timely claim process for owners by continuing to improve department
correspondence to claimants, researching a web-based application process and processing all claims
received within the 90-day statutory deadline and refunding valid claims within 21 days of receiving
all documentation from the claimant.
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Division Goal

Objective

Division Goal

Objective

Division Goal

Obijective

Objective

Division Goal

Obijective

Obijective

Provide a simple and seamless process for businesses to register and acquire their licenses administered by
multiple state agencies through the one-stop program.

Process one-stop applications, payments, refunds and renewals in a timely manner.

Protect Montana citizen's information according to the Taxpayer Bill of Rights.
Have the call center verify caller identity on every call by asking for three items of personal
information.

Provide taxpayer assistance and improve taxpayer education.

Ensure public awareness of tax obligations through website updates, seminars, publications and
newsletters, as well as providing walk-in taxpayer assistance.

Provide for timely Tax Clearance certificate processing.
To improve the public’s understanding of property tax laws and appraisal practices and report all assessed
values to the taxpayer as required by law.

Consult regularly with the office of taxpayer assistance on taxpayer rights matters.

Ensure that the assessed (market and taxable) value of all real property is reported to taxpayers and
all affected state and local government taxing jurisdictions within the statutory timeframes.
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Department Goal 2

Division Goal

Obijective

Division Goal

Objective

Division Goal

Obijective

Division Goal

Obijective
Obijective
Objective
Obijective
Obijective
Division Goal
Obijective

Obijective

Obijective

Obijective

To advance equity and integrity in taxation by reducing gaps between taxes paid and taxes owed,
and properly classifying and equalizing the value of all taxable property in the state.

Increase productivity in collection activities through the implementation of innovative ideas and use of best
practices.

By November, 2012 establish an annual “best practices” review process for other states, provinces,
government entities, etc., to explore and potentially identify new collection tools and/or techniques
that may help to improve collection procedures and processes and potentially increase

collection revenues.

Improve the collection process through the pursuit of legislation that fosters equity and uniformity in collection
and tax laws of Montana.

By April 1, 2012 identify and suggest new legislation to improve the collection process associated
with the collection of delinquent tax debts.

Timely and accurately represent the department in bankruptcy and civil collection filings.

Meet applicable case, proceeding, or matter deadlines.

Ensure equitable compliance with the tax laws, and increase voluntary compliance.

Ensure that returns requiring staff review and refunds are processed in a timely manner.

Maintain a sufficient level of audit coverage for all tax types and ensure quality audit adjustments.
Provide for timely discovery and follow-up of non-filed taxpayer returns or reports.

Provide for the timely discovery of non-compliant activities.

By January 31st, in the off year of the legislative session, identify and suggest new legislation to
improve the process(es) associated with the administration and implementation of taxes.

Ensure that all centrally-assessed and industrial property in the state is valued annually at 100% of market value
and reported within statutory timeframes.

Provide for the timely and comprehensive discovery of new centrally-assessed and/or industrial
property entering or constructed in the state.

Ensure that centrally-assessed and industrial property subject to taxation is properly identified,
valued, apportioned, classified, and assessed at the appropriate taxable valuation rate.

Ensure that the assessed (market and taxable) values of centrally-assessed and industrial property
are reported to taxpayers, and the affected state and local government taxing jurisdictions are within
the statutory timeframes.

By January 31st, in the off year of the legislative session, identify and suggest new legislation to
improve the process associated with the valuation and administration.

Page 5 of 14



Division Goal

Obijective

Obijective

Division Goal

Obijective

Obijective

Division Goal

Obijective

Division Goal

Obijective

Obijective

Division Goal

Obijective

Obijective

Objective

Ensure that all locally-assessed real property in the state is discovered.

Annually, provide for the timely and comprehensive discovery of all locally-assessed real and
personal property through property reviews and audits.

Annually, verify and validate all sales of property.

Ensure that all personal property is valued annually at 100% of market value and reported within statutory
timeframes.

Ensure that personal property subject to taxation is properly identified, valued, apportioned,
classified, and assessed at the appropriate taxable valuation rate.

Ensure that the assessed (market and taxable) values of personal property is reported to taxpayers
and affected state and local government taxing jurisdictions within the statutory timeframes.

Ensure that annually all real property existing and newly discovered are valued at 100% of market value, all
Class 3, 4 and Class 10 property is valued annually at its productive capacity, and all values are reported within
statutory timeframes.

Ensure that real property subject to taxation is properly identified, valued, apportioned, classified, and
assessed at the appropriate taxable valuation rate.

To reappraise all property cyclically as required by law.

Complete the discovery of, and establish new appraisal (current market) values for, all Class 4
residential and commercial properties in a manner that meets or exceeds the uniformity and
equalization reappraisal standards inherent in Montana’s Constitution, the Montana Code Annotated,
and generally recognized reappraisal practices established in Standard 6 of USPAP.

Complete the valuation and reappraisal of all Class 3 agricultural and Class 10 forestland properties
by establishing uniform and equitable values that accurately reflect current land use and productivity
in @ manner that meets or exceeds the reappraisal standards inherent in Montana’s Constitution, the
Montana Code Annotated, and generally recognized reappraisal practices.

Faithfully administer the tax laws by ensuring that tax operations and decisions are informed by continuous legal
advice and review.

Ensure regular consultation occurs with the Office of Legal Affairs on the development and
maintenance of rules, policies, and procedures to reflect current practices and legislation.

Establish and maintain internal control procedures for reporting decisions made under delegated
authority to ensure consistency, accountability, and appropriateness of such decisions.

Complete the biennial rules review process in a manner that ensures that the rules conform to the

law, properly cover the department's established practices, and provide up-to-date, accurate, and
understandable guidance to citizens and businesses.
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Department Goal 3 To support the proper operation of local governments and school districts by effectively
administering Montana’s property tax system.

Division Goal Provide necessary tax data and information to local governments and schools - and related state agencies - on
time and accurately.

Objective To provide all statutorily required reports on time and accurately (newly taxable, 15-10-420 inflation
calculation, entitlement share adjustments, property tax ratio studies, etc.).

Division Goal Provide for stability and certainty in taxation for taxpayers, and for taxing jurisdictions that rely on accurate and
stable assessments, by ensuring the accuracy and defensibility of centrally-assessed and industrial property
appraisals.

Objective Provide for the systematic and timely application of internal audits to ensure accurate reporting to
levy jurisdictions and administrative compliance with all statutes and rules.

Obijective Provide for a continuing program of education and training to ensure that all appraisal staff are
adequately trained and certified.
Division Goal Provide for the effective administration of the state’s railcar tax.

Obijective Ensure that railcar property subject to taxation is properly identified, valued, apportioned, and taxed
at the appropriate rate by the dates provided for in Montana law (MCA, 15-23-214, et. seq.).

Obijective Provide for the effective administration of railcar revenues and deposit of those revenues in the state
general fund.

Division Goal To report all assessed values to the local taxing jurisdictions within statutory timeframes.

Obijective Provide accurate certified values to all taxing jurisdictions; download, balance, and report values.
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Department Goal 4 To continually strengthen working relationships with other state agencies, tribal and local
governments, the federal government, and the general public.

Division Goal Promptly receive, track and coordinate responses to information requests from the public and the legislature to
illustrate the department's commitment to transparency of operations.

Objective In collaboration with Tax Policy and Research and the Public Information Officer, respond to
executive and legislative information requests within 5 days with exceptions allowed for unusual or
complex requests and log/track all responses for future retrieval.

Division Goal Make the department website accessible to stakeholders who access the websites of other state agencies, tribal
and local governments, the federal government and the general public.

Obijective Increase the external website links to the department internet website.

Division Goal Build and maintain strong working relationships with governmental and tribal partners, the general public, and
affected interest groups through public outreach to make department as effective and proactive as possible in
carrying out its mission and serving the needs of Montana citizens.

Objective  Annually review best practices of public participation and bring them to bear on formulation and
implementation of department programs. Facilitate through annual review development of outreach
materials explaining the department’s mission, programs, and tax system.

Division Goal Develop and maintain strong working relationships with federal and state agencies, local governments, and
schooals.

Obijective Provide tax data and information requested by federal agencies, state agencies, local governments,
and schools on time and accurately.

Division Goal Respond timely and accurately to citizens who interact with the Department of Revenue and to other divisions
within the department.

Obijective Provide call center services to citizens who have questions concerning the laws assigned to the
department and their administration.

Obijective Focus on maintaining a call center staff with a broad and knowledgeable understanding of the
department and its activities so that inquiries can be answered accurately and completely to avoid
transfers to other divisions in the department.

Obijective Provide web messaging service to citizens as another communication tool and coordinate its use
among department divisions to ensure both inbound and department initiated communications.
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Department Goal 5 To protect the public health and safety in the consumption of alcohol by properly licensing
alcoholic beverage establishments, and efficiently distributing alcoholic beverages through a
state controlled system.

Division Goal Provide clear, accurate, appropriate and timely information about the Montana liquor control system to licensed
establishments, citizens, the media, and the general public.

Obijective Both proactively and by request; provide media representatives with accurate, timely, and clear
information about Montana's liquor control system.

Objective Ensure that the department liquor control web pages are accurate, easy to navigate and up to date.

Division Goal Advance responsible liquor control in Montana by providing outreach, education and communication with agency
liquor store owners, liquor licensees, employees in the alcohol beverage industry, industry associations,
department trainers, community partners, local and tribal governments, justice community, elected officials, and
the general public.

Obijective Expand partnerships with other interest groups to provide educational outreach to Montana families,
schools and the general public to encourage and promote the responsible consumption of alcoholic
beverages.

Obijective Improve and maintain a comprehensive responsible alcohol server training program.

Obijective Continue to cultivate working relationships by providing educational outreach to Montana agency
liquor store owners, liquor licensees and special permit holders to increase their understanding of the
liquor control system, including their obligations as a purveyor of alcoholic beverages.

Obijective Build and maintain strong working relationships and partnerships with other government agencies,
law enforcement entities, elected officials and justice systems through outreach, education and
communication.

Division Goal Consistent with the Montana Alcoholic Beverage Code, regulate the manufacture, importation, distribution and
sale of alcoholic beverages to promote public health and safety.

Obijective Promote public health and safety by approving only those applicants and premises that manufacture,
import, distribute and sell alcoholic beverages that meet the necessary requirements.

Obijective Monitor licensees, agency liquor stores and special permit holders to ensure compliance with
applicable laws and rules.

Obijective Promote public health and safety by reviewing alcoholic products and promotions and approving only
those consistent with our laws and rules.
Division Goal Provide an efficient and effective liquor control system to ensure the highest level of service through the

implementation of innovative ideas and use of best practices.

Objective Maintain a high level of customer satisfaction through a highly trained and quality workforce.
Maintain a high level of customer satisfaction through a highly trained, quality workforce.

Objective Provide quality customer service by responding in an accurate, timely and courteous manner.

Obijective Continually improve and simplify methods for providing service to our customers.
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Division Goal Foster a quality Liquor Control Division through effective and efficient administration.

Obijective Provide for a safe and secure work environment to protect our assets and inventory through
employee training, internal controls, building maintenance and improvements.

Obijective Maintain efficient facility operations by continuously seeking to reduce our carbon footprint.

Division Goal Faithfully administer the liquor tax laws by ensuring that liquor control operations and decisions are informed by
continuous legal advice and review.

Obijective Ensure regular consultation occurs with the Office of Legal Affairs on the development and
maintenance of rules, policies, and procedures to reflect current practices and legislation.

Objective Establish and maintain internal control procedures for reporting decisions made under delegated
authority to ensure consistency, accountability, and appropriateness of such decisions.

Obijective Complete the biennial rules review process in a manner that ensures that the rules conform to the

law, properly cover the department's established practices, and provide up-to-date, accurate, and
understandable guidance to citizens and businesses.
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Department Goal 6 To position the Department to be prepared to manage various types of disasters.

Division Goal Provide leadership and effective communications management in the event of a disaster that affects department
operations and requires an incident command response.

Obijective Maintain and practice plans to ensure that internal and external communications needs are effectively
met during a disaster situation that effects the department.

Division Goal Ensure the continuity of business operations and ensure the timely and orderly resumption of business
operations with minimal or no interruption to time-sensitive services.

Objective  Maintain and support a department-wide information technology continuity/resumption plan.

Division Goal Ensure continuity of business operations and ensure the timely and orderly resumption of critical business
operations.

Obijective Ensure disaster recovery processing and security plans are in place and up to date for paper returns
and payments.
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Department Goal 7

Division Goal

Obijective

Obijective

Objective

Obijective

Division Goal

Objective
Objective

Obijective

Division Goal

Obijective

Obijective

Obijective

Division Goal

Obijective

Division Goal

Obijective

Obijective

To continually improve productivity and the quality of service by developing competent staff,
using innovative practices and technology, fostering teamwork within the agency, improving the
management of resources, and responding to changing circumstances.

Educate, guide and empower employees to communicate effectively to external stakeholders, to internal
stakeholders, and to each other.

Expand general outreach and communications assistance to employees across the department.

Department employees are informed about new policies, procedures, administrative rules, and
statutes that affect the department.

Department employees receive regular updates about the work going on in other divisions, bureaus
and work units.

Expand the writing program through training and consultation so that department staff are able to
communicate clearly and accurately to taxpayers.

The department budget process, budget management, and spending activity is managed in accordance with
statutory and accounting requirements while maximizing the use of appropriated resources.

Meet all budget deadlines - submitting complete and accurate work products.
Follow all budget laws, rules, requlations, and procedures.

Continually communicate and educate on budget-related issues.

Maintain a recruitment and selection process that results in attracting and hiring the best qualified applicants and
encourages a diverse workforce.

Review and evaluate the recruitment and selection process for enhancements and utilization of best
practices.

Increase recruitment and selection of minorities, females, and people with disabilities through
development and adherence to the department’s EEQ plan.

Conduct orientation activities with new employees to facilitate a positive transition into the
department.

Retain qualified and competent staff.
Continuously improve the knowledge and skill level of department employees through a

comprehensive training and development program, and the use of innovative delivery methods to
enhance effectiveness and efficiency.

Promote and monitor compliance of employment laws, regulations, policies, and labor agreements while
supporting the business needs of the agency.

Effectively and efficiently administer payroll and benefits.

Ensure policies and procedures are current and relevant.
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Division Goal

Obijective

Obijective

Division Goal

Obijective

Obijective

Division Goal

Obijective

Obijective

Division Goal

Obijective

Division Goal

Obijective

Obijective

Obijective

The Information Technology Bureau is dedicated to providing professional services. We emphasize a positive
work environment through teamwork, compliance, integrity, information availability, and confidentiality. We strive
to empower those we serve with the ability to complete their tasks effectively and efficiently with quality
equipment, innovative applications and continuous support.

Ensure the department’s divisions have the technology available in order to meet their business
objectives and to identify and implement appropriate, efficient, cost-effective technology solutions to
best enable the Information Technology Bureau to achieve its service goals.

Recruit and retain a skilled and properly staffed information technology workforce.

Recruit, develop and retain competent staff.

Create and monitor an on-the-job training (OJT) plan for each new full time or seasonal employee;
provide continuing training and education opportunities to employees.

Create culture of safety.
Ensure department projects are furthering the strategic direction of the department and are completed with the
highest degree of quality while still being on time and under budget.

Ensure all department projects are thoroughly reviewed, prioritized and scheduled to allow for the
highest likelihood of success.

Continually monitor project performance and resolve issues affecting multiple projects within the
project portfolio to ensure maximum return of total project resource investment.

Facilitate change and process improvement within all divisions of the department.

Identify potential process improvements within the department and provide assistance and
recommendations for implementing those changes.

Administer the department’s accounting functions following state accounting policy and generally accepted
accounting principles.

Ensure that revenues and fees are properly accounted for following statutory guidelines.

Monitor department expenses and provide divisions timely projections to ensure the department’s
appropriation authority is managed properly and its obligations are paid timely.

Distribute revenues timely and accurately to ensure state, local and tribal governments are given the
resources as intended by law to allow them to fulfill their obligations.
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Division Goal Manage the department’s facilities to establish a safe working environment for employees and ensure the
department’s resources are functional, secure and properly accounted for.

Objective Conduct safety reviews and ergonomic assessments; monitor workers comp claims; and facilitate
safety through the safety committee and the department’s emergency action plans and Continuity of
Operation Plans to ensure DOR employees are provided safe working conditions.

Obijective Ensure all department facilities meet IRS security guidelines to protect confidential taxpayer
information.

Objective  Make certain facilities are adequate to manage the department’s activities efficiently.

Division Goal Coordinate the procurement of department resources following state guidelines to ensure the department has
the tools in place to meet its overall goals and objectives.

Obijective Practice consistent guidance department-wide on the purchase of supplies and services to ensure
resources are provided timely; meet the desired needs of the divisions; and use the department’s
resources in a cost effective manner.

Division Goal Foster knowledge and confidence in Accounts Receivable and Collections Bureau staff through continuing
education and the development and maintenance of procedures, guidelines, and administrative rules.

Objective By January 1, 2013, develop and maintain a systematic and routine on-the-job training (OJT) plan
and curriculum for Accounts Receivable and Collections Bureau employees that fosters
knowledge and experience in statutes, rules, procedures, guidelines, use of Gentax and
collection activities associated with their daily work and management expectations.
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Department of Revenue
Occupations by Pay Band

Pay Band Position Title # Positions Pay Band Position Title # Positions
02 Administrative Clerk 1 06 Computer Support Specialist 2
File Clerk 3 Administrative Services Mgr 7
Data Processor Clerk 4 Computer Systems Analyst 12
Mail Clerk 2 Tax BExaminer 27
Accounting Clerk 1 Computer Security Specialist 1
03 Auditing Technician 8 TaxAppraiser 17
Administrative Assistant 4 Accountant 3
Mail Clerk 1 Training Development Spc 1
Accounting Technician 3 Computer Programmer 2
Data Processor Technician 10 Compliance Specialist 1
Tax Technician 64 Management Analyst 4
Logistics Technician 1 Human Resource Specialist 1
04 Compliance Technician 2 Editor 1
Data Control Tech 1 Paralegal Legal Assistant 4
Tax Appraiser 73 07 Lawyer 3
Computer Systems Analyst 1 Tax BExaminer 12
Accounting Technician 7 Program Manager 52
Auditing Technician 31 Computer Systems Analyst 7
Administrative Assistant 8 Administrative Law Judge 1
Collections Technician 15 Economist 5
Human Resource Assistant 4 Public Relations Specialist 1
TaxTechnician 34 Accountant 1
Purchasing Technician 1 Management Analyst 16
Customer Service Assistant 10 Computer Application Engineer 1
Paralegal Legal Assistant 3 08 Operations Manager 8
05 Data Control Specialist 6 Lawyer 9
Public Relations Specialist 1 09 Operations Manager 2
Tax Appraiser 68
Purchasing Agent 1
Compliance Specialist 6
Technical Writer 1
Tax Examiner 35
Collections Specialist 4
Management Analyst 1
Web Developer 1
Paralegal Legal Assistant 1
Editor 1
Administrative Specialist 1
Note:  Information provided by the Department of Administration, Human Resources Division




2015 Biennium Report on Internal Service and Enterprise Funds
Fund Fund Name Agency # Program Name
6554  CSRMCollection Services ~ 58010  Citizen Services and Resource Management Division
Actual Actual Actual Budgeted Budgeted Budgeted
FYELO FYE11l FYE12 FY13 FY14 FY 15
Operating Revenues:
Fee revenue
Charges for Services (non-DOR) 63,131 123,855 141,526 75,000 75,000 75,000
Charges for Services (DOR) 46,237 57,953 61,230 75,000 75,000 75,000
Net Fee Revenue 109,368 181,808 202,756 150,000 150,000 150,000
Total Operating Revenue 109,368 181,808 202,756 150,000 150,000 150,000
Operating Expenses:
Personal Services 145,548 141,837 151,077 149,187 158,216 158,115
Other Post Employment Expense 9,548 10,533 10,265
Other Operating Expenses 29,276 25,844 26,984 29,605 26,424 26,185
Total Operating Expenses 184,372 178,214 188,326 178,792 184,640 184,300
Operating Income (Loss) (75,004) 3,594 14,430 (28,792) (34,640) (34,300)
Nonoperating Revenues (Expenses):
Gain (Loss) Sale of Fixed Assets - - - - - -
Federal Indirect Cost Recoveries - - - - - -
Other Nonoperating Revenues (Expenses) - - - - - -
Net Nonoperating Revenues (Expenses) - - - - - -
Income (Loss) Before Operating Transfers (75,004) 3,594 14,430 (28,792) (34,640) (34,300)
Contributed Capital - - - - - -
Operating Transfers In (Note 13) - - - - - -
Operating Transfers Out (Note 13) - - - - - -
Change in net assets (75,004) 3,594 14,430 (28,792) (34,640) (34,300)
Total Net Assets- July 1 - As Restated 184,817 109,812 113,406 127,836 99,044 64,404
Prior Period Adjustments - - - - - -
Cumulative effect of account change - - - - - -
Total Net Assets - July 1 - As Restated - - - - - -
Net Assets- June 30 109,812 113,406 127,836 99,044 64,404 30,104
60 days of expenses
(Total Operating Expenses divided by 6) 30,729 29,702 31,388 29,799 30,773  30,716.67
Requested Rates for Internal Service Funds
Fee/Rate Information
Actual Actual Actual Budgeted Budgeted Budgeted
FY10 FY11l FY12 FY13 FY14 FY15
Fee Group A 5% 5% 5% 5% 5% 5%

Table provided by Montana Department of Revenue



2015 Biennium Report on Internal Service and Enterprise Funds
Fund Fund Name Agency # Program Name
6554  CSRMCollection Services ~ 58010  Citizen Services and Resource Management Division
Actual Actual Actual Budgeted Budgeted Budgeted
FYELO FYE11l FYE12 FY13 FY14 FY 15
Operating Revenues:
Fee revenue
Charges for Services (non-DOR) 63,131 123,855 141,526 75,000 75,000 75,000
Charges for Services (DOR) 46,237 57,953 61,230 75,000 75,000 75,000
Net Fee Revenue 109,368 181,808 202,756 150,000 150,000 150,000
Total Operating Revenue 109,368 181,808 202,756 150,000 150,000 150,000
Operating Expenses:
Personal Services 145,548 141,837 151,077 149,187 158,216 158,115
Other Post Employment Expense 9,548 10,533 10,265
Other Operating Expenses 29,276 25,844 26,984 29,605 26,424 26,185
Total Operating Expenses 184,372 178,214 188,326 178,792 184,640 184,300
Operating Income (Loss) (75,004) 3,594 14,430 (28,792) (34,640) (34,300)
Nonoperating Revenues (Expenses):
Gain (Loss) Sale of Fixed Assets - - - - - -
Federal Indirect Cost Recoveries - - - - - -
Other Nonoperating Revenues (Expenses) - - - - - -
Net Nonoperating Revenues (Expenses) - - - - - -
Income (Loss) Before Operating Transfers (75,004) 3,594 14,430 (28,792) (34,640) (34,300)
Contributed Capital - - - - - -
Operating Transfers In (Note 13) - - - - - -
Operating Transfers Out (Note 13) - - - - - -
Change in net assets (75,004) 3,594 14,430 (28,792) (34,640) (34,300)
Total Net Assets- July 1 - As Restated 184,817 109,812 113,406 127,836 99,044 64,404
Prior Period Adjustments - - - - - -
Cumulative effect of account change - - - - - -
Total Net Assets - July 1 - As Restated - - - - - -
Net Assets- June 30 109,812 113,406 127,836 99,044 64,404 30,104
60 days of expenses
(Total Operating Expenses divided by 6) 30,729 29,702 31,388 29,799 30,773  30,716.67
Requested Rates for Internal Service Funds
Fee/Rate Information
Actual Actual Actual Budgeted Budgeted Budgeted
FY10 FY11l FY12 FY13 FY14 FY15
Fee Group A 5% 5% 5% 5% 5% 5%

Table provided by Montana Department of Revenue



Agency Description Definition of Terms

The Department of Administration provides services to state agencies, local governments, and Montana citizens in the
following areas:

Human resource management, workforce development, labor relations, and policy development

Information systems service hosting, telecommunications, 9-1-1 program management, tax revenue distri-
bution to Public Safety Answering Points (PSAPS), data processing, public safety radio communications,
and continuity planning

Statewide Information Technology (IT) policies and standards development
State financial institution oversight and regulation

Insurance procurement/administration and risk management services
Property/casualty claims administration and tort litigation services
Accounting, financial reporting, warrant writing, and policy development
State treasury services

Federal Social Security Section 218 program administration

State bonded indebtedness administration

Capitol complex building and grounds maintenance and security
Procurement, surplus property administration and policy development
Printing, mail, and messenger services

Technical assistance and training to local government accounting and financial personnel
Audit review and enforcement for local governments

Long-Range Building Program

State employee group benefits

Workers’ compensation management

The Board of Examiners, Burial Preservation Board, Information Technology Board, State Banking Board, State Board
of County Printing, State Compensation Insurance Board (Montana State Fund), State Tax Appeal Board, Office of the
State Public Defender, Public Employee Retirement Board, Teachers’ Retirement Board, and the Montana State Lottery
are attached to the department for administrative purposes only.
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Below is an organizational chart of the agency including full time-equivalent (FTE) numbers, general fund appropria-
tions, statutory appropriations, proprietary funds, and total funds.

Non-HB2 Funds

Proprietary - $273.8 million

FTE - 377.35
Statutory Appropriations 6101 Department of Administration
FTE - 0.00 FTE Janet Kelly x3033
General Fund - $38.5 million Total FTE - 151.63
All Funds - $119.4 million Total General Fund - $5.8 million
Total All Funds - $19.7 million
| I ' |
01 Director’s Office 03 State Accounting Division 04 Architecture & Engineering Division 06 General Services Division
Janet Kelly x3033 Paul Christofferson x4609 Tom O'Connell x3105 Marvin Eicholtz x3119
FTE - 1.00 FTE —18.67 FTE —17.00 FTE-11.25
General Fund - $0.1 million General Fund - $1.3 million General Fund - $0 General Fund - $1.9 million
All Funds - $0.1 million All Funds - $1.3 million All Funds - $1.9 million All Funds - $2.0 million
| I ! |
21 Health Care &
) 14 Banking & Financial Institutions Benefits Division 23 State Human Resources Division
07 State Infqrmathn_'l'_echnology Division Russ Hill x2553 Paula Stoll x3789
Services Division Melanie Hall x841-2927 FTE-0 FTE - 18.21
Dick Clark x2777 FTE — 37.00 General Fund - $0 General Fund - $1.6 million
GeneraIFF-Il-JEld_ 9j$%04 million General Fund - $0 PA” Eut”dS'; $0d All Funds - $1.6 million
- $0. ™ ropri n
Al Funds - $1.5 million All Funds - $3.4 million oprietary Funds
—————— L e i |
] 1
24 Risk Management & Tort Defense 15 Lottery 37 State Tax Appeal Board
Division Angela Wong x5800 Karen Powell x5394
Brett Dahl x3687 FTE — 31.50 FTE - 7.50
FTE - 0.00 General Fund - $0 General Fund - $0.5 million
All Funds - $0 million All Funds - $7.5 million All Funds - $0.5 million
Proprietary Funds

How Services are Provided

The department’s budget consists of 10 major programs and two administratively attached agencies with the following
functions:

Director's Office — provides the overall supervision and coordination of agency programs. The office provides legal, IT
management, financial, budgeting, accounting, human resource management, and payroll services for the department
and some of its attached agencies.

(20.51 FTE all authority types composed of 1.00 FTE funded in HB 2 and 19.51 FTE funded with proprietary funds)

Governor-Elect — provides the Governor-elect and necessary staff with office space in the capitol complex, together
with furnishings, supplies, equipment, and telephone service for the period between the general election and the inau-
guration. The program is funded only for one year every other biennium.

(Any FTE associated with the program are temporary.)
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How Services are Provided, cont.

State Accounting — provides the statewide functions of the state treasury, payment processing, and accounting and finan-
cial reporting policies. Treasury functions include the performance of the central banking function for state agencies,
reconciliation of state bank accounts, and oversight of bank account collateralization. The division manages the financial
portion of the Statewide Budgeting, Accounting and Human Resource Systems (SABHRS). It establishes state account-
ing policies and procedures, administers the federal Cash Management Improvement Act, prepares and negotiates the
Statewide Cost Allocation Plan (SWCAP), and prepares the state Comprehensive Annual Financial Report (CAFR). The
division also administers the warrant writer program, which provides check writing and automatic-deposit services for
most agencies, along with the replacement, cancellation, and stale date processing for all agencies. The division pro-
vides technical assistance and training to local government accounting and financial personnel, and the audit review
function for local governments. It administers the federal Social Security Section 218 program for the state and local
governments.

(47.00 FTE all authority types composed of 18.67 FTE funded in HB 2 and 28.33 FTE funded with proprietary funds)

Architecture and Engineering — manages remodeling and construction of state buildings. The division’s functions in-
clude: planning new projects and remodeling projects; advertising, bidding and awarding construction contracts; admin-
istering contracts with architects and contractors; disbursing building construction payments; and providing design ser-
vices for small projects. The program also formulates a long-range building plan for legislative consideration.

(17.00 FTE all funded in HB 2)

General Services — provides facilities and grounds maintenance and security for state property in the state capitol area.
The division also manages state procurement, printing and the photocopy pool, mail distribution, surplus property, cen-
tral stores, statewide leasing, the statewide fueling network, energy procurement, and the procurement card program.

(99.1 FTE all authority types composed of 11.25 FTE funded in HB 2 and 87.85 FTE funded with proprietary funds)

State Information Technology Services — manages the central computing and telecommunications services for state gov-
ernment. The division: provides central mainframe and mid-tier computers, data center, and hosting services; provides
continuity planning; manages the statewide data network SummitNet; provides local and long-distance telephone net-
work services; provides the statewide video network services; coordinates electronic government services; and manages
the state’s Internet presence at mt.gov. In addition, the division: manages the Public Safety Services Office including
the state’s 911 and public safety communications programs; develops the statewide IT strategic plan and coordinates
agency IT strategic plan; develops and oversees state IT standards and policies; and reviews and approves IT equipment
and software acquisitions, including an IT project management office.

(185.00 FTE all authority types composed of 9.50 FTE funded in HB 2 and 175.50 FTE funded with proprietary funds)

Banking and Financial Institutions — licenses, charters, supervises, regulates, and examines a variety of financial institu-
tions operating in Montana. These institutions include: state-charted banks and trust companies; savings and loans and
credit unions; consumer loan and sales finance companies; title loan companies; escrow companies; deferred deposit
loan companies; and mortgage brokers, mortgage loan originators, mortgage lenders, and mortgage loan originators.

(37.00 FTE all funded in HB 2)

Health Care and Benefits — administers employee benefit plans that include health, life, dental, prescription drugs, long-
term disability, long-term care insurance, vision insurance, flexible spending accounts, a sick leave fund, employee as-
sistance services, health promotion, and a voluntary employee benefit health care expense trust. The Workers’ Compen-
sation Management Program provides a central resource for agencies in working to enhance safety, loss prevention, and
return to work programs, and, works with the workers’ compensation insurer to coordinate workers’ compensation cov-
erage and policy management issues.

(22.87 FTE all funded with proprietary funds)
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How Services are Provided, cont.

State Human Resources — provides state agencies with a variety of human resource management programs. These pro-
grams include: human resource rules, policies, and standards for the Executive Branch agencies; state labor relations,
representing the Governor’s Office in all matters relating to collective bargaining; training and other professional devel-
opment services to state agencies; the human resource portion of the Statewide Budgeting, Accounting and Human Re-
source Systems (SABHRS); and human resource information services, supplying payroll and other human resource in-
formation systems for all branches of state government.

(44.50 FTE all authority types comprised of 18.21 FTE funded in HB 2 and 26.29 FTE funded with proprietary funds)

Risk Management and Tort Defense — administers a comprehensive plan of property and casualty insurance protection
on behalf of state agencies and universities. The division insures state agencies/universities against risk of loss from
aircraft, airports, boilers and machinery, cyber information security, fidelity bond, fine art, Health Insurance Portability
and Accountability Act (HIPAA), professional liability, property, surety bond, and vehicles. In addition, the division
provides risk management training, on-site hazard inspections, consulting services, and claims administration. The divi-
sion also investigates, evaluates, and resolves property/casualty claims, and coordinates the adjudication and settlement
of tort claims involving personal injury/property damage.

(17.00 FTE all funded with proprietary funds)
Attached-to Agencies in the DOA budget:

Montana State Lottery — designs, markets, and administers lottery games operating in Montana. The lottery presently
offers a variety of instant/scratch and lotto-style games, some in cooperation with other lotteries through the Multi-State
Lottery Association. The net revenue is deposited in the state general fund on a quarterly basis, after prizes, sales com-
missions, and operating expenses are taken out.

(31.50 FTE all funded in HB 2)

State Tax Appeal Board — provides a tax appeal system for all actions of the Department of Revenue. The Board hears
appeals from decisions of the 56 county tax appeal boards and takes original jurisdiction in matters involving income
taxes, corporate taxes, severance taxes, centrally assessed property and new industry property, motor fuel taxes, vehicle
taxes, and cabin site leases.

(7.50 FTE all funded in HB 2)

LFDA NS

Montana Legislative Fiscal Division www.leg.mt.gov/css/fiscal



Sources of Spending Authority

Department of Administration - All Authority - FY 2012

Statutory ;
116,887,353;
Off Base; 2 26.7%
. 0
$173,519;0.0% 1
Budget
Amendment ;

$517,901;0.1%

HB2 ;
$19,740,074 _/\

4.5%
Other ; /

$27,350,717; Proprietary;
6.2% $273,828,396;

7 624%

The above chart shows the sources of appropriation authority. For a more detailed description of accounting terminolo-
gy, please refer to the definition of terms. A significant portion of the divisions within the agency are supported by pro-
prietary funds, including the operations of the Director’s Office, State Accounting Division, General Services Division,
State Information Technology Division, Health Care and Benefits Division, State Human Resource Division, Risk Man-
agement and Tort Division and the Montana State Lottery. The funding is derived from fees charged for services pro-
vided to state government entities and local governments; revenue received from sales of items to the public, such as
sales of lottery tickets and other games of chance by the Montana State Lottery; or from human service-related activi-
ties, such as group benefit premiums.

Budget amendments provided additional federal authority in FY 2012 for:
e Enhanced 911 grant of 2004 funding for 911 telephone services and equipment

e Community oriented policing services provided by the federal Department of Justice

e Bureau of Land Management grant to improve cadastral mapping

Expenditures

The chart on the next page explains how the House Bill (HB) 2 authority is spent. Most proprietary funds are not ap-
propriated and do not appear in this chart. However, lottery proprietary funds, because any unspent balance reverts to
the general fund, are appropriated in HB 2. Of the total authority, 48% was spent on personal services costs to support
528.98 FTE and 47% provided for operating expenses. Within the overall category of operating expenses four areas
account for about 80% of the overall cost including other services, communications, rent, and other expenses. The
Montana State Lottery drives the operating costs included here. The major expenditure from the general fund supports
operating costs of the General Services Division. This chart matches the agency base expenditure found in the 2015
Budget Analysis .

LFD/\M
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Department of Administration - HB2 Only - FY 2012

Debt Service,
$122,027,1%

Transfers-out,
$761,110, 4%

Local Assistance,
$32,229, OV
Equipment &

Intangible Assets,
$19,500, 0%

—_—

Funding

The following charts show the agency’s HB 2 funding authority by fund type and all sources of its total funding
authority.

Department of Administration - HB2 Only Funding - FY 2012

General Fund;
$5,776,944;___
29.3%

State Special;
$6,430,944;
32.6%

Proprietary;
$7,514,657 ;

38.1% Federal Special;

$17,530;0.1%

Services of the department are funded from a variety of sources. General fund supports some functions within the state
accounting, general services, state information technology services, and state human resources programs and the State
Tax Appeal Board. State special revenues are derived from transfers from the long-range building capital projects
funds for administrative expenses supporting the Long-Range Building Program; procurement rebates for fueling and
procurement card operations; 9-1-1 telephone fees; and assessments, application fees, and examination fees paid by reg-
ulated financial institutions. This money is used to provide specific services and programs related to the fees.

LFDA A
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Funding, cont.

Federal funds include $20.5 million in federal forest reserve shared revenue that is passed to counties with federal forest
lands, and $1.4 million in American Recovery and Reinvestment Act (ARRA) funds for broadband services.

Proprietary funding is derived from fees charged for services provided to state government entities and local govern-
ments; revenue received from sales of items to the public, such as sales of lottery tickets and other games of chance by
the Montana State Lottery; or from human service-related activities such as group benefit premiums.

Debt services funds provide for Long-Range Building Program bond payments, and capital project funds are used to
support capital building projects and communications programs for interoperability radio projects. Nonexpendable trust
funds are generated through a voluntary employee beneficiary association program, and expendable trust funds are de-
rived from private grants and funds.

Federal Special;  Department of Administration - Total Funding - FY 2012
$22,577,389;

Debt Service;
5.1% $19,351,091;
. / 4.4%
gﬁiegizeg(l)zlt B——Capital Projects;
! ! T 4 $520,535;0.1%
8.0%

General Fund;———
$41,896,837;

9.6% /\;
Nonexpendable

Trust; $1,712,822
; 0.4%

Proprietary;
$313,421,895;
71.5%

How the 2013 Legislature Can Effect Change

In order to change expenditure levels and/or agency activity, the legislature must address one or more of the following
basic elements that drive costs.

Expendable Trust;
$4,096,786;0.9%

e Risk management practices to reduce exposure to insurance

¢ Claims against the state

e Tort defense practices and policies for insurance claims against

o The state group health insurance usage and costs

e Effectiveness of information technology management, development, and usage

e Changes to financial institution and banking regulation laws, changing workload
e Changes to state employee human resource laws impacting workload

o Changes to state procurement laws impacting workload

LFDA NS
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Major Cost Drivers

Division Element FY 2008 FY 2012 Significance of Data
Architecture and Engineering (A&E) Number of active projects 204 300 Workload
Total capital projects $481,098,996 $355,191,360 A&E financial responsibity for
budgets construction administration
Banking and Financial Institutions (BFID) Number of financial and 1,477 1,848 Workload
lending entities supervised
Total assets of state $20.6 billion $25.2 billion Asset growth in Montana
chartered banks and state
credit unions
General Services (GSD) Number of active building 380 leases 332 leases Workload
leases
Number of buildings 46 buildings 48 buildings Workload
managed by GSD
Health Care and Benefits (HCBD) Number of employees, 32,740 31,952 Size of plan managed by HCBD
retirees, and their
dependents covered by the
State Employee Group
Health Insurance Plan
Health Care and Benefits Number of workers' 894 831 Efforts by program
compensation claims filed
during the year
Montana State Lottery Lottery transfers to the $11.0 million $13.1 million Sales of lottery tickets
general fund (unaudited)
Risk Management & Tort Claims Total insured values of $3.9 billion $4.7 billion Insurance costs
state/university buildings
and contents
Total number of 704 693 Workload
claims/lawsuits
State Accounting Total number of payments 2,223.956 2,887,208 Workload
generated by states'
computerized accounting
system (Finance)
% of payments made using 44% 61% Success of moving to electronic

State Human Resources

State Information Technology Services

LFDA A

electronic means
Audit financial Not yet available
reviews: 610

Total audit and financial Financial reports

reviews analyzed 1,197

Number of paychecks 327,739 331,323
process

Average number of state 12,605 12,743
employees

Number of training 3,806 2,699
participants

Number of SummitNet 30 207

video sites across the state

Total % of SMDC capicity N/A Helena: 247 cabinets

filled max: 83 spaces used:

33.6% used

payments
Workload

Workload
Workload
Workload
Availabity reduces the need to
travel to attend some meetings

Construction necessary for the
last 57 cabinet capacity

Miles City: 96 cabinets

max, 29 spaces used;
30.21% used

Montana Legislative Fiscal Division
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Major Cost Drivers, cont.

Activity for this agency varies depending upon:

Level of services and complexity of computer systems required by state agencies

Number of employees within state government

Changes to the accounting requirements issued by the Governmental Accounting Standards Board
Size and complexity of the state’s finances

Number and associated level of damage for state buildings, vehicles, and airplanes

Size of damage awards for legal settlements in which the state is found responsible

Activity level of the Montana State Lottery

Size and number of medical and dental claims for employees that are self-insured through the State Em-
ployee Group Health Plan

Number of charter banks within Montana and level and complexity of concerns discovered through bank
examinations

Number of state buildings, level of maintenance, construction, and repair required on the various properties

Funding/Expenditure History

The table below shows historical changes to the agency’s base budget authority. Major reasons for changes are:

Department of Administration - Authority Used to Establish the
Budget Base
25,000,000
20,000,000
soo000 0 SR pay B
10,000,000 I - e -
5,000,000 +—— _
) 2009 2010 2011 2012
® General Fund 6,479,194 6,054,831 5,746,227 5,776,944
® State Special 5,549,944 6,508,775 5,815,041 6,430,944
¥ Federal Special 37,279 42,042 16,561 17,530
Proprietary 7,538,122 7,295,060 6,666,560 7,514,657
® Expendable Trust - 245 - -
Total $19,604,540 $19,900,952 $18,244,389 $19,740,074

LFDA NS
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Funding/Expenditure History, cont.

In FY 2009, total fund expenditures of governmental funds derived from all sources of appropriations authority were
$354.0 million. In FY 2012 this amount had grown to $410.5 million, a 15.9% increase. The majority of the increase is
due to increased proprietary and state special revenue funding.

State special revenue spending increased in two areas:

e Payment for damages to buildings and structures for losses that fall above the state’s commercial insurance
deductible using insurance proceeds

e 9-1-1 wireless provider fund balance distributions to wireless providers as required by statute
Proprietary funding spending increased in five areas:

e Montana State Lottery —retailer commissions, prize expenses, and vendor fees resulting from increased
wagering on various multi-state lottery games

¢ Rent and maintenance — contracted services
e  Group benefit claims — state employee and retiree group health care costs
e Commercial insurance expenditures — commercial insurance premiums from worldwide catastrophic losses

e Insurance settlements and judgments — expenditures for settlements/judgments associated with catastrophic
property and liability claims/lawsuits

The major reasons for expenditure growth between 2009 and 2012 are:

o Enhanced supervision of residential mortgage services to protect Montanans from mortgage fraud. In addi-
tion, there was a significant increase in the dollar amount of banking and credit union assets supervised in
the State due to growth in the agricultural, energy and commercial real estate sectors. This resulted in more
complex examinations.

e Montana State Lottery — expenditure growth is due to growth in sales revenue. Since 2009, the Montana
Lottery has increased revenue by $8,765,559 and increased the transfer to the state general fund by
$2,946,489. This is a 19.99% growth in revenue between 2009 and 2012. Retailer commissions, prize ex-
penses and vendor fees are all in direct relation to this increase in revenue.

Major Legislative Changes in the Last Ten Years

It should be noted that legislative changes listed below do not include the long-range planning bills which are generally
approved by the legislature each session and contains both approved building projects and information system projects.

Computer Systems

The 2003 Legislature required Process Oriented Integrated System (POINTS) computer system of the Department of
Revenue be replaced and the data in the current system that is needed for the replacement system be corrected and
transferred to the new system. (SB 271)

The 2005 Legislature appropriated $2.1 million general fund as a supplemental appropriation for FY 2005 to make
payments to the contractor developing the Process Oriented Integrated Tax System (POINTS) for the Department of
Revenue for existing work to complete the phase of the project funded by SB 271 of the 2003 Legislature. (HB 745)

LFD/\M
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Major Legislative Changes in the Last Ten Years, cont.

The 2005 Legislature created the Montana Land Information Act to develop a standardized, sustainable method to col-
lect, maintain, and disseminate information in digital formats about the natural and artificial land characteristics of Mon-
tana. SB 98 increases the fee for recording land transactions with the county clerks and recorders. Revenues derived
from the increased fees are deposited in a state special revenue account for fulfilling the new duties imparted on the de-
partment by SB 98 and for providing grants to state agencies, local governments, and Indian tribal governments. (SB
98)

The 2009 Legislature, in the long-range planning section of HB 645, provided $4.5 million in general fund for two in-
formation technology projects: 1) $3.5 million for enterprise system center equipment; and 2) $1.0 million for interoper-
ability Montana. (HB 645 implemented the federal American Reinvestment and Recovery Act)

The 2011 Legislature created a budget database website for taxpayer right to know. The legislature did not add funding
of $395,407 general fund for the 2013 biennium to develop the Internet database and did not add 1.00 FTE to administer
it. (HB 444)

Banking and Financial Regulation

The 2003 Legislature — created the Montana Mortgage Broker and Loan Originator Licensing Act to license residential
mortgage brokers and loan originators.

The 2007 Legislature (regular session) created a structure for licensing, supervising, and regulating of business and in-
dustry development corporations and assigned the regulatory oversight to the department. (SB 321)

The 2009 Legislature revised mortgage lending laws by expanding the mortgage broker and loan originator act to in-
clude mortgage lenders. (SB 351)

The 2011 Legislature required the licensure and regulation of residential mortgage loan servicers. (HB 90)
Pension funds

The 2005 Legislature — established a statutory appropriation for the annual general fund contribution to the highway
patrol officers’ retirement pension trust fund. (HB 102)

The 2007 Legislature (regular session) increased the employer contribution rates for certain public employee retirement
plans. (HB 131)

Buildings maintenance and grounds

The 2005 Legislature transferred responsibility for capitol complex grounds maintenance from the Department of Fish,
Wildlife, and Parks to the Department of Administration. In addition to transferring the responsibility for the function,
the bill transferred associated assets and staff. (HB 109)

The 2009 Legislature provides guidance on the selection of a location for establishment of a veteran's home in south-
western Montana. (HB 213)

Purchasing

HB 745 appropriates $2.1 million general fund as a supplemental appropriation for FY 2005 to make payments to the
contractor developing the Process Oriented Integrated Tax System (POINTS) for the Department of Revenue for exist-
ing work to complete the phase of the project funded by SB 271 of the 2003 Legislature.

The 2007 Legislature ( of the regular session) created a new special revenue fund from volume spending rebates on cer-
tain procurement contracts and authorized the account to be used to administer the state procurement card programs.
(SB 4)

LFD/\&QA

Montana Legislative Fiscal Division www.leg.mt.gov/css/fiscal



Page 12

Major Legislative Changes in the Last Ten Years, cont.

Emergency telephone services (911)

The 2007 Legislature (regular session) increased the 9-1-1 fee from $0.50 per subscriber to $1.00 per subscriber for use
to establish the enhanced 9-1-1 emergency capacity for wireless telephone services. (HB 27)

The 2009 Legislature reduced and redirects the portion of 9-1-1 fees collected by the state and used to fund costs to ad-
minister the fees for basic, enhanced, and wireless enhanced 9-1-1 services. (HB 82)

State Employee Group Health

The 2011 Legislature raised the age from 25 to 26 that dependents may remain covered under their parents state employ-
ee group health insurance. The change was made to comply with the federal Patient Protection and Affordable Care Act
0f2010. (HB 53)

For further information, you may wish to contact the agency at:

Department of Administration
125 N Roberts St

P.O. Box 200101

Helena, MT 59620-0101
Phone: (406) 444-2032
Webpage: http//doa.mt.gov
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SUMMARY

Agency Budget Comparison
The following table summarizes the total executive budget for the agency by year, type of expenditure, and source of

funding.
Agency Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 151.63 151.63 149.13 149.13 151.63 149.13 (2.50) (1.65%)
Personal Services 9,462,117 9,956,483 10,172,697 10,178,582 19,418,600 20,351,279 932,679 4.80%
Operating Expenses 9,343,096 9,109,048 10,146,647 9,921,337 18,452,144 20,067,984 1,615,840 8.76%
Equipment & Intangible Assets 19,500 42,077 19,500 19,500 61,577 39,000 (22,577) (36.66%)
Local Assistance 32,228 42,206 32,228 32,228 74,434 64,456 (9,978) (13.41%)
Grants 0 0 0 0 0 0 0 n/a
Transfers 761,110 1,160,559 0 0 1,921,669 0 (1,921,669) (100.00%)
IDebt Service 122,027 85,827 89,977 89,977 207,854 179,954 (27,900) (13.42%)
Total Costs $19,740,078 $20,396,200 $20,461,049 $20,241,624 $40,136,278 $40,702,673 $566,395 1.41%
General Fund 5,776,947 6,132,662 6,353,651 6,246,461 11,909,609 12,600,112 690,503 5.80%
State Special 6,430,943 6,883,075 6,072,276 6,070,416 13,314,018 12,142,692 (1,171,326) (8.80%)
JFederal Special 17,530 42,043 17,530 17,500 59,573 35,030 (24,543) (41.20%)
Other 0 0 0 0 0 0 0 nla
Other 7,514,658 7,338,420 8,017,592 7,907,247 14,853,078 15,924,839 1,071,761 7.22%
Total Funds $19,740,078 $20,396,200 $20,461,049 $20,241,624 $40,136,278 $40,702,673 $566,395 1.41%

Agency Mission - The Department of Administration’s (DOA) mission is to serve, satisfy, and support our customers.

For additional information please refer to the agency profile.

Agency Highlights

Department of Administration
Major Budget Highlights

About 4% of the agency’s budget is appropriated in HB 2
State special revenue declines due to a proposal to transfer responsibilities for
the Montana Land Information Act to the Montana State Library

Legislative Action Issues

General fund for the common areas with state agency buildings partially
funded a rent holiday for state agencies

Statute requires that the costs of administering the state employee group
health care plan be included in HB 2

Montana State Lottery requests supplemental appropriations for lottery
vendor fees

State special revenue supporting the Banking and Financial Division has a
fund balance that is 269% above a 60 day working capital need

Fees for local government services are not commensurate with the cost of
providing services

Proposals for the State Human Resource Division include a policy choice for
the legislature continuing the current tuition fee structure or establishing
training as a fixed costs for state agencies

LFD Budget Analysis
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SUMMARY

Agency Discussion
In FY 2012 the Department of Administration expended $478.5 million, of which $19.7 million or 4.1% was included as
Figure 1 shows the
expenditures and funding sources, including statutory appropriations and non-budgeted proprietary funds, in FY 2012 for
the agency.

part of HB 2 appropriations as shown in the agency budget comparison on the previous page.

Almost 24% of the funding supports operating expenses. DOA

Figure 1

provides for a number of centralized functions for state agencies. Department of Administration
Operating expenses includes: FY 2012
o Insurance and bond payments made by the state’s self- [Budget ltem FY 2012 % of Total
insurance program Expenditures
o Legal costs for defending tort claims Personal Services $35218743  7.36%
o IT consulting services associated with maintaining the |OPerating Expenses 111,765287  23.36%
state’s computer systems Equipment (5202,733)  -1.11%
o Data circuits and other communication costs for the |CapitalOutlay 1,577,806 0.33%
states’ telephone and computer networks Local Assistance 67,199,555 14.04%
o Payments to lottery vendors, commissions to lottery |Cr" _ 198545 0.04%
retailers, and lottery prize awards Benefits and Claims 191,271,385 39.98%
Transfers Out 55,589,123 11.62%
Local assistance includes payments to counties for statutorily [Debt Service 19775519 4.13%
appropriate funds, including payments for: Other Post Employment Benefits 1160919 0.24%
o Local government employee pensions Total Expenditures $478464150  100.00%
0 School district employee pensions -
0 Teacher retirement Funding
0 Supplemental contributions to teachers retirement General Fund $57,211,875  11.96%
o Mineral fees distributed to counties form which the |State Special Revenue 35,266,688 7.37%
minerals were produced Federal Special Revenue 22,577,378 4.72%
Taylor Grazing Act Funds Long Range Building 27,328,401 5.71%
o Forest reserve funds Proprietary
Internal Services Funds 268,996,923 56.22%
Benefit and claims payment include three categories: Enterprise Funds 61247496  12.80%
o Payments from state sources of $150.3 million for |Private Funds 4121018 0.86%
medical, dental, and other costs associated with the |TrustFunds 1714371 0.36%
Employee Group Health Plan Total Funding $478464,149  100.00%
o Insurance payments made by the Risk Management and Tort Defense Division of $35.1 million including $26.8
million for Montana asbestos victims
o Payments of $5.9 million refunded to the bond escrow agent that are non-budgeted

Transfers out include $10.0 million in general fund transferred to the Montana State Fund for Old Fund claims costs and
$13.1 million in transfers to the general fund from the Montana State Lottery. Both transfers are considered non-
budgeted. Other transfers of appropriated funds include $15.8 million in general fund for bond debt services and $3.4
million in insurance proceeds on insurance claims for state buildings.

Debt service is provided for principle payments of $13.5 million and interest of $5.7 million associated with Long-Range
Building Program and Trust Lands bonds.

Agency Personal Services

The personal services budget for the 2015 biennium increases due to:
0 An overall vacancy savings rate of 11.3% compared to a budgeted 4% vacancy rate in its HB 2 funded positions
and 8.2% vacancy savings rate compared to 4% for proprietarily funded positions

LFD Budget Analysis A-112 2015 Biennium
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o Annualization of broadband pay increases that were granted throughout FY 2012. The total annual cost of
salaries from all funding sources, both HB 2 and non-budgeted proprietary funds, is about $0.7 million. The
agency reviewed existing pay ranges and made adjustments to a limited number of positions. To be eligible for
an adjustment, the agency indicated that a clear inequity needed to exist in the employee’s base rate when
compared to other employees in similar positions

0 As of December 8, 2012 there were 32 positions that have been vacant for longer than six months, the majority
in either General Services Division or the State Information Technology Services Division.

Both of these divisions are supported by non-budgeted proprietary funds that are financed through
legislatively approved rates. The rates are based in part on personal service costs that include the costs
of the vacant positions. This can generate income beyond what is needed to fund personal service
costs, allowing the division to either use the additional funding for unanticipated costs or to increase the fund balance.
Further discussion can be found in the narrative section for each division.

LFD

COMMENT

Department of Administration indicates that about 9.4% of the employees are currently eligible for either early or full
retirement. In FY 2012 the agency paid $0.2 million in retirement and sick leave payouts that are not included as part of
the 2015 biennium personal services funding.

Agency Wide Decision Package

The following proposal has a common decision packages in several programs across the agency.
o DP 102 Allocate Department Indirect/Administrative Cost. The Department of Administration’s Director’s
Office uses a proprietary rate to allocate the costs of the Offices of Legal Services, Finance and Budget, and
Human Resources. Additionally, the Director’s Office provides IT management and project management
services. Figure 2 shows the agency-wide impact of the common decision packages

Figure 2
Department of Administration
Allocate Department Indirect/Adminsitrative Costs
FY 2014 FY 2015 2015
General  State General  State Biennium
Divison Fund Special Proprietary  Total Fund Special Proprietary ~ Total Total
Director's Office $0 $0  $10,795  $10,795 $0 $0  $10,693 $10,693 | $21,488
State Accounting Division 3,366 0 2,801 6,167 3,142 0 2,140 5282 | 11,449
Architecture and Engineering Division 0 10,219 0 10,219 0 9,921 0 9,921 20,140
General Services Division 2,973 (57) 19,056 21,972 2,842 (66) 19583 22,359 | 44,331
State Information Techology Division 4,592 3,990 85,855 94,437 4,538 3,943 80,141 88,622 | 183,059
Banking and Finance Division 0 6,431 0 6,431 0 5874 0 5874 | 12,305
Montana State Lottery 0 0 (2,552) (2,552) 0 0 0 (3,130)| (5,682)
Health Care and Benefits Division 0 0 56,867 56,867 0 56,339 56,339 | 113,206
State Human Resources Division 5,993 0 55,767 61,760 5,703 0 55192 60,895 | 122,655
Risk Management & Tort Claims Division 0 0 20,714 20,714 0 0 19,144 19,144 | 39,858
State Tax Appeal Board 3,299 0 0 3,299 3,205 0 0 3,205 6,504
Total $20,223 $20,583  $249,303  $290,109 | $19430 $19,672 $243,232 $282,334 | $572,443

As shown above, the proposal provides for increased costs in the Director’s Office by increases to general fund, state
special, and proprietary funds in the other divisions within the agency. Three proprietarily funded programs, State
Information Technology Division, Health Care and Benefits Division, and State Human Resources Division provide over
73% of the support for the increases proposed in the Director’s Office. The increases included for these divisions will be
passed on to other state agencies through increased proprietary rates.
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5% Reduction Plan

Statute requires that agencies submit plans to reduce general fund and certain state special revenue funds by 5%. A
summary of the entire 2015 biennium 5% plan submitted for this agency is in the appendix.

For this agency the general fund impact of the 5% is $262,562 and the state special revenue impact is $189,567.

IT Systems

State agencies have identified information technology (IT) systems that are critical to the state as a whole or to the
agency. Further, state agencies have assessed the age of the systems to establish whether the system is:
0 New
Emerging
Mature
Declining
Obsolete

O 00O

The Legislative Finance Committee recommended that House Appropriations and Senate Finance and Claims Committee
leadership direct the Long Range Planning Subcommittee to meet jointly with each of the appropriate joint
appropriations subcommittees to discuss priorities related to critical IT systems, and that state agencies be prepared to
discuss:

0 Current plans to address obsolescence

0 Costs to replace the system

o Costs of maintaining the current system

0 Risks associated with both retaining the current system and replacing the system

LFD staff will be prepared to discuss issues related to those systems that have been determined to be either critical to the
state as a whole or to the agency and either declining or obsolete. Issues include security, continuity of operations, and
funding.

Agency Goals and Objectives
Goals and objectives for the agency can be found in the appendix.

Funding
The following table shows agency funding by source of authority, as proposed by the executive. Funding for each
program is discussed in detail in the individual program narratives that follow.

Total Department Of Administration Funding by Source of Authority
2015 Biennium Budget

Non-
Budgeted Statutory Total All % Total
Funds HB 2 Proprietary  Appropriation Sources All Funds
General Fund $12,600,112 $0 $75,058,880 $87,658,992 10.8%
State Special Total 12,142,692 - 50,329,752 62,472,444 7.7%
Federal Special Total 35,030 - 41,214,186 41,249,216 5.1%
Proprietary Total 15,924,839 537,880,538 63,522,458 617,327,835 76.3%
Current Unrestricted - - - - 0.0%
Other Total - - 779,052 779,052 0.1%

Total All Funds $40,702,673 $537,880,538 $230,904,328 $809,487,539
Percent - Total All Sources 5.0% 66.4% 28.5%
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95% of the overall funding for the Department of Administration is not budgeted through HB 2 but provided as either
non-budgeted proprietary funding or as a statutory appropriation.

Within HB 2 general fund supports the Board of County Printing and the Burial Preservation Board, and provides partial
support for the State Accounting Division, General Services Division including facilities maintenance functions for
common areas, and State Human Resources Division.

State special revenues include:
0 Assessments, application fees, and examination fees paid by the regulated financial institutions
0 Fees imposed on a per month per access line basis for each telephone subscriber in the state using either land
lines or wireless services that support 911 services throughout Montana
o0 Funds transferred from the long-range building capital projects fund for administrative expenses in support of the
state Long-Range Building Program

Proprietary funds in HB 2 are appropriated to the Montana State Lottery Division (lottery). Profits from the lottery are
deposited into the state’s general fund. As such, the legislature had made a policy decision to appropriate the funds for
the lottery so that it can more closely examine the costs of its operations. The increased legislative oversight helps
ensure the lottery continues to maximize general fund transfers.

The remaining proprietary funds, over half a billion, are proposed as non-budgeted. The legislature examines proposed
rates for internal service funds in this agency as part of its consideration of HB 2. The internal service funds make up the
majority of the proprietary funds in this agency. Proprietary funds are discussed in detail in the narrative sections of
each program.

Statutory appropriations approved for the agency are discussed in detail in the narrative sections of each program.
Included in the program funding tables are the applicable statutes and whether the appropriations have a direct bearing
on the agency operations or are passed-thru to another entity such as federal forest reserve funds that are passed through
to counties throughout Montana.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category

General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 5,776,947 5,776,947 11,553,894 91.70% 19,740,078 19,740,078 39,480,156 97.00%
Statewide PL Adjustments 602,216 495,833 1,098,049 8.71% 1,132,809 915,434 2,048,243 5.03%
Other PL Adjustments (4,827) (5,620) (10,447) (0.08%) 461,204 458,922 920,126 2.26%
New Proposals (20,685) (20,699) (41,384) (0.33%) (873,042) (872,810) (1,745,852) (4.29%)
Total Budget $6,353,651 $6,246,461 $12,600,112 $20,461,049 $20,241,624 $40,702,673

Statewide present law adjustments provide for the majority of the increases for the Department of Administration. About
$1.9 million of the increase is related to personal service adjustments and the remainder includes adjustments for fixed
costs and inflation/deflation included in the operating expenses. Other present law adjustments proposed by the agency
include:

o Burial Board funding

o0 Increases for the Director’s Office which is assessed to the other divisions as department indirect costs

0 One-time-only request for lottery terminals

Under new proposals the executive requests to transfer the responsibilities for the Montana Land Information Act to the
Montana State Library. Currently state statute makes the department responsible for the administration of the act.
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of
funding.

[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 1.00 1.00 1.00 1.00 1.00 1.00 0.00 0.00%
Personal Services 60,356 61,572 58,779 58,713 121,928 117,492 (4,436) (3.64%)
Operating Expenses 53,551 41,038 69,482 12,041 94,589 81,523 (13,066) (13.81%)
Local Assistance 16,464 37,133 16,464 16,464 53,597 32,928 (20,669) (38.56%)
Transfers 0 0 0 0 0 0 0 nfa
Total Costs $130,371 $139,743 $144,725 $87,218 $270,114 $231,943 ($38,171) (14.13%)
General Fund 113,907 102,033 128,261 70,784 215,940 199,045 (16,895) (7.82%)
State Special 0 577 0 0 577 0 (577) (100.00%)
JFederal Special 16,464 37,133 16,464 16,434 53,597 32,898 (20,699) (38.62%)
Other 0 0 0 0 0 0 0 nla
Total Funds $130,371 $139,743 $144,725 $87,218 $270,114 $231,943 ($38,171) (14.13%)

Program Description
The Director's Office (office) provides overall leadership and management support to the Department of
Administration’s divisions and offers administrative support to attached boards and commissions. The office acts as a
liaison among the agency’s divisions, administratively attached boards and commissions, the Cabinet, the legislature, and
the Governor’s office.

Program Highlights

Director’s Office
Major Budget Highlights

+ Overall costs for the division in HB 2 are reduced due to changes included in
statewide present law adjustments

¢ Proprietary rates requested for the 2015 biennium would generate higher
revenues when compared to the FY 2012 base budget

Major LFD Issues

¢ Budget transfers of authority and FTE in FY 2012 increase proprietary rates
in the 2015 biennium

Program Discussion

The Director’s Office costs decrease between the 2013 and 2015 biennia due to reductions included in:
0 Statewide present law adjustments for legislative audit costs
0 Personal service costs for employee benefits that are lower in the 2015 biennium

Funding
The following table shows program funding for the 2015 biennium from all sources of authority.
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Total Department Of Administration Funding by Source of Authority
2015 Biennium Budget - Director'S Office
Non-
Budgeted Statutory Total % Total MCA  Statutory
Funds HB 2 Proprietary Appropriation  All Sources  All Funds Reference Category
General Fund $199,045 $0 $70,674,796 $70,873,841 51.3% 17-7-502 Direct
19-3-319 Pass Thru
19-20-604 Pass Thru
19-20-607 Pass Thru
State Special Total $0 $0 $21,978,022 $21,978,022 15.9%
02858 Mineral Impact $0 $0 $21,978,022 $21,978,022 15.9% 17-3-241 Pass Thru
Federal Special Total $32,898 $0 $41,214,186 $41,247,084 29.8%
03095 Taylor Grazing Act Dist. $0 $0 $240,712 $240,712 0.2% 17-3-222 Pass Thru
03369 Flood Control Payments $32,898 $0 $0 $32,898 0.0%
03425 Forest Reserve Shared Revenue $0 $0  $40,973,474 $40,973,474 29.6% 17-3-212 Pass Thru
Proprietary Total $0 $3,353,667 $0 $3,353,667 2.4%
06534 Management Services $0 $3,353,667 $0  $3,353,667 2.4%
Other Total $0 $0 $779,052 $779,052 0.6%
05008 Capitol Building Sr $0 $0 $779,052 $779,052 0.6% 17-7-502 Direct
Total All Funds $231,943 $3,353,667 $134,646,056 $138,231,666 100.0%
Percent - Total All Sources 0.2% 24% 97.4%

The majority of the office functions are funded with proprietary funds. These funds are considered and approved as rates
charged to other divisions in the agency and are discussed in the “Proprietary Rates” section of the narrative.

Within HB 2 general fund provides funding for the office’s support of:
0 Board of County Printing
o Burial Preservation Board
0 General management and legal support for statewide functions

Federal special revenue funds administration functions that support the allocation of federal flood control payments.

The majority of the funding in the Director’s Office is statutorily appropriated. The legislature may

LFD effect change in these appropriations through changes to the statutes listed in the table shown above.

COMMENT

Direct Bearing on Agency Operations

General fund statutory appropriations include the following appropriations that have a direct bearing on the agency’s
operations:

o0 Cash Management Improvement Act returns

0 Paying debt service costs
Funding for general fund payments of debt service decreases by $1.3 million over the biennium when compared with FY
2012 payments as long-term debt for building projects for the Department of Labor and Industry and Department of
Public Health and Human Services are paid off.

Other funds include capital projects funding for debt service of long-range building projects that are financed through
capital project funds.
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LED Pass Thru

COMMENT

General fund statutory appropriations that do not directly impact agency operations include state
contributions for:

0 Local government employee pensions

0 School district employee pensions

0 Teacher retirement

0 Supplemental contributions to teachers retirement

General fund contributions for retirement payments are estimated to increase by $4.6 million over the biennium.

State special revenues for mineral impact fees are distributed to counties from which the minerals were produced and
that resulted in the deposit of the mineral royalty revenues. Federal funds include statutory appropriations for Taylor
Grazing Act funds and forest reserve funds that are distributed to counties with federal forest lands.

The methodology used by the federal government to establish the amount of the federal forest reserve funds is outlined in
the federal Emergency Economic Stabilization Act of 2008. The amount for each county declined by 10% a year until
FY 2012 when the act sunsets. Beginning in FY 2013 it is assumed that the previous methodology for determining the
federal payment will be used, which is 25% of the value of timber sold averaged over the prior three years. As a result,
the federal forest reserve funds is expected to decline about $4.00 million each year.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 113,907 113,907 227,814 114.45% 130,371 130,371 260,742 112.42%
Statewide PL Adjustments 7,354 (50,123) (42,769) (21.49%) 7,354 (50,153) (42,799) (18.45%)
Other PL Adjustments 7,000 7,000 14,000 7.03% 7,000 7,000 14,000 6.04%
New Proposals 0 0 0 0.00% 0 0 0 0.00%
Total Budget $128,261 $70,784 $199,045 $144,725 $87,218 $231,943

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.
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IPresent Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 872 804
Vacancy Savings (2,449) (2,447)
Inflation/Deflation 7 14
JFixed Costs 8,924 (48,524)
Total Statewide Present Law Adjustments
$7,354 $0 $0 $7,354 ($50,123) $0 ($30) ($50,153)
DP 101 - Burial Board
0.00 7,000 0 0 7,000 0.00 7,000 0 0 7,000
Total Other Present Law Adjustments
0.00 $7,000 $0 $0 $7,000 0.00 $7,000 $0 $0 $7,000
Grand Total All Present Law Adjustments
0.00 $14,354 $0 $0 $14,354 0.00 ($43,123) $0 ($30) ($43,153)

DP 101 - Burial Board - OTO - Burial Board requests a one-time-only appropriation of $7,000 general fund for each year
of the 2015 biennium to cover costs associated with repatriation hearings. There was no need for repatriation hearings
in FY 2012, and as such the base budget does not include funding for them. Funding requested anticipates one
repatriation hearing each fiscal year with costs for a hearing examiner and travel for members.

Proprietary Rates
The Director’s Office provides management services to other divisions within the agency. Costs of providing the
services are charged to the divisions and used to support the activities within the office.

Proprietary Program Description

The Director’s Office provides services in the areas of legal, human resources, and financial management to other
divisions of the agency and agencies and boards attached to the agency for administrative purposes. The Office of Legal
Services advises the divisions on legal matters. The Office of Human Resources processes payroll; assists with
recruitment, selection and orientation of new employees; classifies positions; and develops human resource policies for
the department. The Office of Finance and Budget prepares and presents the biennial budget, processes budget change
documents, monitors approved budgets for compliance with state law and legislative intent, and provides accounting
assistance. Additionally, the Director’s Office provides IT management and project management services.

Proprietary Program Narrative

Budget Transfers in FY 2012 Increase Rates in 2015 Biennium

LFD

ISSUE The 2011 Legislature set the maximum amount the Director’s Office could charge to the divisions during the
FY 2013 biennium as:
0 $574 annually per FTE for human resources services
o0 $903,354 for legal services, financial management, and overall management services of the Director’s Office

Figure 3
During FY 2012 the agency transferred additional authority and FTE into Departrent of Administration
the Director’s Office as shown in the Figure 3. Director's Office
Transfers of FTE and Appropriation Authority

From FTE Authority
State Human Resource Division 0.68 $49,667
State Accounting Division 0.50 23,940
General Services Division 400 126,099
Total Transfers 5.18  $199,706
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LFD _ _ Figure 4
ISSUE Flgu_re 4 s_howg the FY 2012 spending by the agency for Iggal Department of Administration
CONT serwces,_fmanmal mqnagement, and oyerall management services Director's Office
' of the Director’s Office for the proprietary fund, as recorded on |(office Costs
the state’s accounting records. The Director’s Office spent more |pirector's Office $548.960
than $140,390 above the maximum amount approved in the rates included in HB |office of Legal Services 105,928
2 for these functions. The agency did not increase the rates to recover the |office of Finance and Budget 340,513
additional funding in the base year. Non-budgeted Expenditures 48,343
Total $1,043,744
The Office of Human Resources uses an annual rate per FTE for human resource -
services. The amounts charged in FY 2012 are based on FTE numbers for FY |5 5 Rate $903,354

2010. In FY 2012 the department charged for 566.47 FTE at an approved rate of
$574 per FTE. This resulted in $325,318 in revenues. Actual spending for the Office of Human Resources was
$335,065.

The transfer of FTE and appropriation authority in FY 2012 increases the spending of the program for FY 2012. This
higher level of spending is the basis for the establishment of the rates for the 2015 biennium. While the transfers are
within the legal authority of the agency, they do allow the agency to increase the proposes rates for the next budget
cycle. It should be noted that the agency reduced the amounts charged in proprietary rates in the State Human Resources
and State Accounting Divisions to the other divisions through the transfers. The General Services Division (GSD) is
funded through set fees which were not reduced as a result of the transfer of authority, however GSD granted a two
month rent holiday to state agencies which lowered excess fund balance in its rent proprietary fund.

Legislative Option
If the legislature wants to increase its oversight of the costs of the Director’s Office it can consider including
appropriations for personal services and operating costs in HB 2 rather than approving rates in the proprietary fund.

Expenses
Significant costs for the program include:
0 Personal services of $1.45 million supporting 19.51 FTE. This is an increase of 5.18 FTE and $320,500 in
personal service costs from those included in the rates in FY 2012 as shown in Figure 2. New positions include:
o0 1.50 FTE - Human Resource Specialists
1.00 FTE - Paralegal Assistant
0.68 FTE — Budget Analyst
1.00 FTE — Auditor
1.00 FTE - Project Facilitation Specialist

O O0OO0O0

0 Operating Costs of $227,000 supporting:

Consulting and Professional Services - $26,500
ITSD services - $38,500

Office space rent - $33,200

Computers - $15,800

Indirect costs - $15,800

o

O O0OO0O0

Revenues

All divisions of the agency and other agencies and boards designed in statute as being administratively attached to the
agency use the services provided by the programs included in the Director’s Office. Administratively attached agencies
or boards with staff to perform the provided functions do not use some of the services and are not charged a fee.

LFD Budget Analysis A-120 2015 Biennium



6101 - DEPARTMENT OF ADMINISTRATION 01-DIRECTOR'S OFFICE

The revenues for this program are allocated in three ways: 1) the human resource function based on an annual amount
per FTE served; 2) the legal unit costs based on a time-use study; and 3) the remaining portion on the proportional size of
the division, board, or agency’s budget to the total of all served.

Funding Sources

The following sources of funding were used to pay for the services provided by this program:
0 General fund — 6.5%
O State special revenue — 9.4%
O Proprietary funds — 84.1%

Present Law Adjustments
As discussed in the LFD issue above, the agency transferred 5.18 FTE and related personal services costs into the

agency. These costs are shown in Figure 5. Figure 5
Department of Administration

The increased costs are included in DP 102 in each applicable division budget. Director's Office
The allocation is an adjustment to the base budgets and includes the amount for Increases in Personal Services
the requested rate increase of $297,730 in FY 2014 and $286,953 in FY 2015. Budgeted Budgeted
Costs are reduced by lower salaries budgeted for other positions within the |Cost FY 2014 FY 2015
Director’s Office. The allocation process allocates 6.9% of the increase to (Salaries $241430 $241430
general funded programs and 93.1% to other funds. Longevity 1086 1124

Benefits 38719 38240
Proprietary Rates Health Insurance 52,776 52,776
For the 2015 biennium the following rates are proposed by the executive are \T/;(;?ncy Savings $§%) é%)

shown in Figure 6.
Figure 6
Requested Rates for Director's Office (Management Services)
Actual Budgeted Budgeted Budgeted
FY 2012 FY 2013 FY 2014 FY 2015

Fee/Rate
Human resources portion of program (annually per FTE) $633 $570 $606 $603
Remaining portion of the program (fixed amount for allocation)  $1,009,516 $902,951 $1,269,878 $1,269,231

As discussed previously, the rates approved by the legislature are the maximum the program may charge during the
biennium. They are not the rates the program must charge. These rates reflect a net biennium increase of $776,780 from
the costs of the 2013 biennium. The components of the increase to the two rates are:
0 $150,284 for human resources
0 $626,496 for other services including:
0 $246,409 for finance and budget services
o $ 87,140 for legal services
0 $292,947 for Director Office’s management services

The rate is determined by estimating the amount of revenue necessary to cover all personal services and operation costs
and to maintain a sufficient working capital balance.
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of

funding.

[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 18.67 18.67 18.67 18.67 18.67 18.67 0.00 0.00%
Personal Services 1,082,891 1,105,372 1,185,844 1,184,902 2,188,263 2,370,746 182,483 8.34%
Operating Expenses 236,172 273,572 248,710 247,740 509,744 496,450 (13,294) (2.61%)
Total Costs $1,319,063 $1,378,944 $1,434,554 $1,432,642 $2,698,007 $2,867,196 $169,189 6.27%
General Fund 1,269,360 1,325,274 1,378,384 1,376,552 2,594,634 2,754,936 160,302 6.18%
JFederal Special 1,066 4,910 1,066 1,066 5,976 2,132 (3,844) (64.32%)
Other 48,637 48,760 55,104 55,024 97,397 110,128 12,731 13.07%
Total Funds $1,319,063 $1,378,944 $1,434,554 $1,432,642 $2,698,007 $2,867,196 $169,189 6.27%

Program Description
The State Accounting Division is made up of the:
0 State Accounting Bureau
0 Local Government Services Bureau
o0 Treasury Unit
0 Social Security Administrator

The State Accounting Bureau is the process owner of the financial portion of the Statewide Budgeting, Accounting and
Human Resource Systems (SABHRS), establishes state accounting policies and procedures, administers the federal Cash
Management Improvement Act, prepares and negotiates the Statewide Cost Allocation Plan (SWCAP), and prepares the
state Comprehensive Annual Financial Report (CAFR). Additionally, the bureau provides accounting assistance and
training to state agencies. Local Government Services Bureau provides technical assistance and training to local
government accounting and financial personnel. The bureau maintains and publishes the local government Budgetary,
Accounting and Reporting System (BARS) chart of accounts and the county collection and accounting manuals. The
Treasury Unit provides the central banking function for state agencies, reconciles the state bank accounts, and insures the
collateralization of these bank accounts is maintained at the proper level. The State Social Security Administrator
manages the Social Security Act Section 218 program for the State of Montana including interpreting its provisions, and
insuring proper application of Social Security coverage to all State and political subdivision employees. The
Administrator provides education and outreach to local governments to support them in this function.

Program Highlights

State Accounting Division
Major Budget Highlights

+ The majority of the funding in this program is from non-budgeted proprietary
funds that do not show on the HB 2 tables
+ General fund support increases due to:
e Increases included in the statewide present law adjustments
e Increased general fund costs for 1.00 FTE transferred from other
divisions to create a social security administrator
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Major LFD Issues

¢ Proprietary rates include positions that have been vacant for over two years
¢ Fees for local government services are not commensurate with the cost of
providing services

Program Discussion
General fund support for the program increases between biennia due to increased personal service costs supported by
general fund. In FY 2012 the agency transferred:

o 0.51 FTE and $40,000 general fund annually in personal services from the State Human Resource Division

o 0.49 FTE and $20,000 general fund annually in personal services from the Director’s Office

The division used the FTE to create a regulatory program manager position within the accounting bureau for the state
social security administrator. The costs of the position in the 2015 biennium are $45,000 in general fund above the
transferred authority.

Funding
The following table shows program funding for the 2015 biennium for the 2015 biennium from all sources of authority.
Total Department Of Administration Funding by Source of Authority
2015 Biennium Budget - State Accounting Division
Non-
Budgeted Statutory Total % Total MCA  Statutory
Funds HB 2 Proprietary  Appropriation All Sources All Funds Reference Category
General Fund $2,754,936 $0  $4,118,056 $6,872,992 40.3% 17-6-101 Direct
Federal Special Total $2,132 $0 $0 $2,132 0.0%
03320 Cmia Funds $2,132 $0 $0 $2,132 0.0%
Proprietary Total $110,128 $10,084,842 $0 $10,194,970 59.7%
06042 Single Audit Review - Hb328 $0 $821,972 $0 $821,972 4.8%
06511 Sabhrs Services Bureau $0  $7,756,021 $0  $7,756,021 45.4%
06527 Investment Division $110,128 $0 $0 $110,128 0.6%
06564 Warrant Writing $0 $1,506,849 $0 $1,506,849 8.8%
Total All Funds $2,867,196 $10,084,842  $4,118,056 $17,070,094 100.0%
Percent - Total All Sources 16.8% 59.1% 24.1%

House Bill 2

General fund in the program supports development of statewide accounting standards, treasury functions, and accounting
assistance for local governments. Proprietary funding in HB 2 is a direct appropriation from the Board of Investments
proprietary fund for services the Treasury Unit provides to the board. Federal support for cash management services
declined 78% from budget projections for federal Cash Management Improvement Act funds which are deposited into
the general fund.

Proprietary Funding

The majority of the office functions are funded with proprietary funds. These funds are considered and approved as rates
charged to other divisions in the agency and are discussed in the “Proprietary Rates” section of the narrative.
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Statutory Appropriations

About a quarter of the funding in the State Accounting Division is statutorily appropriated for use by the state treasurer.
The state treasurer may contract with a financial institution to provide general depository banking services. The cost of
contracting for banking services is statutorily appropriated, as provided in 17-7-502, MCA from the general fund.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 1,269,360 1,269,360 2,538,720 92.15% 1,319,063 1,319,063 2,638,126 92.01%
Statewide PL Adjustments 107,427 105,823 213,250 7.74% 113,894 112,210 226,104 7.89%
Other PL Adjustments 3,366 3,142 6,508 0.24% 3,366 3,142 6,508 0.23%
New Proposals (1,769) (1,773) (3,542) (0.13%) (1,769) (1,773) (3,542) (0.12%)
Total Budget $1,378,384 $1,376,552 $2,754,936 $1,434,554 $1,432,642 $2,867,196

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

[Present Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 152,366 151,381
VVacancy Savings (49,413) (49,370)
Inflation/Deflation 80 223
JFixed Costs 10,861 9,976
Total Statewide Present Law Adjustments
$107,427 $0 $0 $113,894* $105,823 $0 $0 $112,210*
DP 102 - Allocate department indirect/admin costs
0.00 3,366 0 0 3,366 0.00 3,142 0 0 3,142
Total Other Present Law Adjustments
0.00 $3,366 $0 $0 $3,366 0.00 $3,142 $0 $0 $3,142

Grand Total All Present Law Adjustments
0.00 $110,793 $0 $0 $117,260* 0.00 $108,965 $0 $0 $115,352*

* "Total Funds" amount includes funding from sources other than General Fund, State Special, or Federal Special (i.e. Proprietary).

Increases for personal service costs are due to:
0 Increased costs for the social security administrator position
0 Market rate adjustments given in FY 2012 (discussed in the Summary section of this narrative)
0 Increased costs of providing longevity increases compared to the 2013 biennium
0 Increased employee benefits associated with market adjustments and longevity increases

DP 102 - Allocate department indirect/admin costs - This request funds the division's share of department
indirect/administrative costs for services provided by proprietary funded centralized service functions of the agency.
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New Proposals

New Proposals

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds

DP 6101 - Professional Development Center Fee Allocation
03 0.00 (1,769) 0 0 (1,769) 0.00 (1,773) 0 0 (1,773)

Total 0.00 ($1,769) $0 $0 ($1,769) 0.00 ($1,773) $0 $0 ($1,773)

DP 6101 - Professional Development Center Training Fee - The executive requests an increase for training services
purchased from the Professional Development Center (PDC) of the Department of Administration. This request reflects
the difference between the amount paid in the base for PDC services and a fixed cost allocation based on agency FTE
counts. Starting in the 2015 biennium and beyond, the executive recommends funding the PDC as a fixed cost item. For
a further discussion, see the narrative for the State Human Resources Division.

Proprietary Rates

The State Accounting Division provides the following functions with proprietary funds:
o0 Statewide Accounting, Budgeting, and Human Resource Program (SABHRS)
o Warrant Writer Program
0 Local Government Audit and Reporting Program

These programs are described separately along with a discussion of program expenses, revenues, and rates being
requested to finance each program.

Statewide Accounting, Budgeting, and Human Resources Program - 06511

Program Description

The Statewide Accounting, Budgeting and Human Resource Finance and Budget Bureau (SFAB) is responsible for
operational support and maintenance of the enterprise financial and budget development information systems. Budget
development business processes are supported by the Montana Budget, Analysis, and Reporting System (MBARS)
modules. MBARS supports the executive planning process (EPP), long range building program, general budget building
process, narrative publications, and budget implementation.

Proprietary Program Narrative

Expenses
Significant costs for the program include:
o0 Personal services costs of $7.8 million over the biennium to support 18.00 FTE
0 Operating costs of $5.0 million including:
o $3.2 million for computer costs
o $1.2 million for State Information Technology Services Division (SITSD) services such as application and
server hosting
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LED The SABHRS program experienced significant personal services turnover during FY 2012 with 2
COMMENT positions vacant during the entire period and one position filled only 12.6% of the year. As part of the
budgeting process, funding for the positions of $158,200 in FY 2014 and $157,900 in FY 2015 was

reinstated. In addition, costs for SITSD were $300,000 less than budgeted in FY 2012. The combination of the two cost

reductions resulted in fund balance above that needed for operations.

The division reduced charges to other state agencies by $600,000 in FY 2012 and projects it will reduce costs in FY 2013
by $700,000 for similar cost reductions. As agency costs for this function were included in budgets approved by the
legislature, the cost reductions resulted in additional authority within each agency that could be used for other costs or
returned as reversions at the end of the budgeting period.

Revenues

All state agencies are required to use the SABHRS program to ensure consistent, accurate, and transparent financial and
budgeting information. Revenues are based on:

o Costs to operate the program

0 Maintaining a reasonable working capital balance, 60 working days

These components factor into the maximum allocation of costs in a rate that is approved by the legislature.

LED In FY 2012, SABHRS budgeted fees below costs to operate the program to ensure working capital was
COMMENT reduced to a 60 days reserve by the end of the 2013 biennium. In the 2015 biennium, the fund balance
is not available to offset the costs of operating the program. This results in a difference of $527,025 in

FY 2014 and $109,844 in FY 2015.

The program costs are allocated based on an agency’s proportionate share of journal lines to the total journal lines of all
agencies":

0 87% for financial system journal lines

0 13% for MBARS journal lines

Budget authority to pay the SABHRS allocation is a fixed cost in each agencies’ budget and equals the revenues included
in the proprietary rates for this program.

Funding Sources
The approximate FY 2012 funding (including the refund) for SFAB was as follows:

o General fund 33%
O State special revenue 17%
0 Federal special revenue 25%
O Proprietary 11%
o All other funds 14%

Significant Present Law Adjustments

Statewide present law adjustments included in the rates are:
0 Personal services
o $171,638inFY 2014
o $172,325inFY 2015

L A journal line is a line of data on the statewide accounting system or budgeting system that describes the details of one accounting
or budgeting transaction. It includes such data as the transaction date, amount, purpose, and impacted expenditure, revenue, or
balance sheet accounts.
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0 Operating costs
o $139,488inFY 2014
o $65,165in FY 2015

Rates Include Positions that Have Been Vacant For Over Two Years
ISSUE

Two of the positions that are refinanced through the statewide present law adjustment process have been
vacant in excess of two years including:
o Computer security specialist vacant since 5/8/2010 at a cost of $44,500 each year of the 2015 biennium
o Computer programmer vacant since 7/17/2010 at a cost of $54,300 each year of the 2015 biennium

As discussed earlier, the positions have not been needed for the SABHRS function in the previous biennium and state
agency costs have been refunded or reduced, resulting in appropriation authority in state agencies beyond what was
needed for state agency SABHRS costs. As 33% of the revenues are generated from general fund, savings of
approximately $32,600 in general fund would result if SABHRS rates were reduced by eliminating funding for the
positions.

Legislative Option
Eliminate personal service support for the 2.0 FTE vacant positions in the program and reduce the rates for SABHRS
costs by $98,800 in each year of the biennium.

New Proposals

DP 102 - Allocate Department Indirect/Administrative Costs — An increase of $2,801 in FY 2014 and $2,140 in FY 2015
for the division's share of department indirect/administrative costs for services provided by proprietary funded
centralized service functions in the Director’s Office is requested.

DP 6101 — Professional Development Center Training Fee -

The executive requests an increase for training services purchased from the Professional Development Center (PDC) of
the Department of Administration. This request reflects the difference between the amount paid in the base for PDC
services and a fixed cost allocation based on agency FTE counts. Starting in the 2015 biennium and beyond, the
executive recommends funding the PDC as a fixed cost item. For a further discussion, see the narrative for the State
Human Resources Division.

Proprietary Rates

For the 2015 biennium the following rates are proposed by the executive are in Figure 7. The rates charged in the base
year are shown for comparison purposes.
Figure 7
Requested Rates for Internal Service Funds
Fee/Rate Information
Actual Budgeted Budgeted  Budgeted

FYE 12 FY 13 FY 14 FY 15
SABHRS Services Fee $2,961,333 $3,554,526 $3,388,062 $3,731,090
Working Capital $505,849 $505,849  $505,849  $505,849

*Note: This analysis does not include OBEP expenses.

The rates approved by the legislature are the maximum the program may charge during the biennium. They are not the
rates the program must charge.
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Warrant Writer Program - 06564

Program Description

The department provides the check writing and automatic-deposit services for most state agencies through the Warrant
Writer Program. The program produces and processes these payments and tracks them on SABHRS. The program
generates, tracks, and reconciles each warrant. Warrant printing is provided by Print and Mail Services within the
General Services Division. The services the program offers include direct deposit, warrant consolidation, stopping of
payments, warrant cancellations, emergency warrants, duplicate warrants, warrant certification, warrant research, vendor
file maintenance, and federal 1099-MISC processing.

Program Narrative

Expenses
Significant costs for the program include:

0 Personal services costs of $0.4 million over the biennium to support 5.33 FTE
0 Operating costs of $1.1 million including:

o0 $0.6 million for mailing costs

o $0.3 million for printing costs

Revenues

As the service is mandated by statute, no alternative exists for state agencies that need checks processed and funds
transferred to vendors electronically if they use the state accounting system. Revenues are derived from monthly billings
based on actual warrants issued.

Budget authority to pay the costs is a fixed cost item in agencies’ budgets. The statewide fixed cost in the executive
budget is $450,000 lower for the 2015 biennium than the funding approved by the 2013 Legislature. All fees, except the
duplicate payment processing, decreased for fiscal years 2014 and 2015. This results from savings generated by a move
of the printing processes to the Print and Mail function in the General Services Division and the continued increase in the
use of electronic payments by the agencies.

Funding Sources
The approximate FY 2012 funding for warrant writer was as follows:

o General fund 33%
O State special revenue 21%
0 Federal special revenue 19%
O Proprietary 14%
o All other funds 13%

Significant Present Law Adjustments

Statewide present law adjustments included in the rates are:
0 Personal services
o $3,076 in FY 2014
o $2,785in FY 2015

0 Operating costs
o $30,705in FY 2014
o $ 7,248inFY 2015

New Proposals

DP 102 - Allocate Department Indirect/Administrative Costs — A decrease of $441 in FY 2014 and $520 in FY 2015 for
the division's share of department indirect/administrative costs for services provided by proprietary funded centralized
service functions in the Director’s Office is included in the proposed rates.
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DP 6101 — Professional Development Center Training Fee -

The executive requests an increase for training services purchased from the Professional Development Center (PDC) of
the Department of Administration. This request reflects the difference between the amount paid in the base for PDC
services and a fixed cost allocation based on agency FTE counts. Starting in the 2015 biennium and beyond, the
executive recommends funding the PDC as a fixed cost item. For a further discussion, see the narrative for the State
Human Resources Division.

Proprietary Rates

For the 2015 biennium the following rates are proposed by the executive are shown in Figure 8. The rates charged in the
base year are shown for comparison purposes.
Figure 8
Requested Rates for Internal Senice Funds
Fee/Rate Information
Actual  Budgeted Budgeted Budgeted
FYE 12 FY 13 FY 14 FY 15

Fee Group A

Mailer 0.74392 0.74464 0.67693 0.67112
Non-Mailer 0.28392 0.28464 0.24493 0.24912
Emergency 14.11292 14.11364 9.88544 9.88963
Duplicates 3.35417 3.35489 7.08394 7.08812
Externals

Externals - Payroll 0.20512 0.21239 0.18730 0.19149

Externals - Universities 0.13859 0.13907 0.12394 0.12260
Direct Deposit

Direct Deposit - Mailer 0.81859 0.82907 0.70654 0.69520

Direct Deposit - No Advice Printed 0.13859 0.13907 0.12394 0.12260
Unemployment Insurance

Mailer - Print Only 0.14533 0.14557 0.12099 0.12652

Direct Deposit - No Advice Printed 0.04769 0.04785 0.03618 0.03614

Actual Estimated Estimated Estimated
Fy12 FY13 FY14 FY15
Fiscal Year End Working Capital 41,320 52,291 58,208 56,466

Note: This analysis does not include OPEB expenses.

The rates approved by the legislature are the maximum the program may charge during the biennium. They are not the
rates the program must charge.

Local Government Audit and Reporting Program - 06042

Program Description

The Audit Review program is responsible for administering the provisions of the Montana Single Audit Act, which
specifies the audit requirements for about 900 Montana local government entities. The work of the Audit Review
program is mandated primarily in 2-7-5, MCA. The program reviews financial reports and enters selected data into a
statewide data base and notifies state agencies of audit findings related to financial assistance programs that they
administer. The program also maintains a roster of independent auditors authorized to conduct local government audits.
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Additionally this program provides technical accounting and reporting assistance to local governments and the other staff
within the bureau on an as needed basis.

Program Narrative

Expenses
Significant costs for the program include:

0 Personal services costs of $0.6 million over the biennium to support 5.00 FTE
o0 Operating costs of $0.2 million including:
o $60,200 for office rent
o $26,600 for indirect costs paid for management services provided by the Director’s Office
Revenues
Fees include a:
0 Report filing fee based upon costs incurred by the department for administering the Audit Review Program. All
local government entities that are required to submit audits pay the filing fee
o0 Financial review fee collected from local governments that are required to submit financial reviews
0 Roster fee collected from certified public accountants for inclusion on a roster of independent auditors who are
authorized to audit local government entities in Montana.
o0 Late payment penalty incurred when a local government entity fails to file a report as required
o0 Fine for failure to file audits or reports as required

The program also may receive reimbursement for audited entities for costs to contract for special audits as requested.

LED Fees Not Commensurate with Cost of Providing Services
ISSUE

The 2015 Biennium Report on Internal Service and Enterprise Funds for fund 06042 shows that the fund
balance for the enterprise fund used to finance the operations of the Local Government Audit and Reporting Program is
projected to be more than four times the amount needed to maintain a 60 day working capital reserve at the end of FY
2015. This indicates that fees are not commensurate with the costs of operating the program. The legislature may wish
to discuss plans the program has for addressing fees and operating costs of the program.

Reasonable Reserves

At the end of FY 2012 the fund balance was more than five times a level sufficient to finance 60 days of costs. A 60-day
working capital reserve is generally recognized as a reasonable level for internal service funds. Although this fund is an
enterprise fund, it functions the same as an internal service fund except that local governments rather than state agencies
are paying the fees. LFD consulted with Legislature Services Division legal staff to determine if there were any
restrictions that would prohibit the legislature from transferring proprietary funds to the general fund. The legal staff
could not find any provisions in the constitution, code, or case law that would prevent the legislature from *“sweeping” an
enterprise account.

Legislative Options
The legislature does not appropriate the fund, nor does it approve the fees, which are outlined in rule. If the legislature
considers in its review of the fund that the fees are not commensurate with costs it can:
0 Request that the Department of Administration lower fees to bring fees in line with the costs of the program after
factoring in the excess balance over a reasonable reserve in the rate determination; or
o0 Transfer a portion of the fund to the general fund

Significant Present Law Adjustments

Statewide present law adjustments included in the rates:
o Personal services
o $22,974inFY 2014
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o $22,773in FY 2015
0 Operating costs

o $9,880inFY 2014

o $9,602inFY 2015

New Proposals

DP 102 - Allocate Department Indirect/Administrative Costs — A decrease of $1,026 in FY 2014 and $1,096 in FY 2015
for the division's share of department indirect/administrative costs for services provided by proprietary funded
centralized service functions in the Director’s Office is included in the rates.

DP 6101 — Professional Development Center Training Fee - The executive requests an increase for training services
purchased from the Professional Development Center (PDC) of the Department of Administration. This request reflects
the difference between the amount paid in the base for PDC services and a fixed cost allocation based on agency FTE
counts. Starting in the 2015 biennium and beyond, the executive recommends funding the PDC as a fixed cost item. For
a further discussion, see the narrative for the State Human Resources Division.

Proprietary Rates

Funding for the program is with enterprise type proprietary funds. As such, the legislature does not approve rates or
appropriate funds for this proprietary funded program. The fees shown in Figure 9 are adopted in the Administrative
Rules of Montana or required in statute.
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Figure 9
Requested Rates for Enterprise Funds
Fee/Rate Information
Actual Budgeted Budgeted Budgeted
FY 12 FY 13 FY 14 FY 15
Variable fee,
Variable fee, as follows: as follows:
Major Fee: Local Government Report Filing Fee:
Annual revenues less than $200,000 $0 $0 $0 $0
Annual revenues equal to or greater than $200,000,
but less than $500,000 $0 $0 $0 $0
Annual revenues equal to or greater than $500,000,
but less than $1,000,000 $435 $435 $435 $435
Annual revenues equal to or greater than $1,000,000,
but less than $1,500,000 $635 $635 $635 $635
Annual revenues equal to or greater than $1,500,000,
but less than $2,500,000 $760 $760 $760 $760
Annual revenues equal to or greater than $2,500,000,
but less than $5,000,000 $845 $845 $845 $845
Annual revenues equal to or greater than $5,000,000,
but less than $10,000,000 $890 $890 $890 $890
Annual revenues are equal to or greater than
$10,000,000, but less than $50,000,000 $965 $965 $965 $965
Annual revenues are equal to or greater than
$50,000,000 $1,000 $1,000 $1,000 $1,000
Minor Fee: Auditor Roster Fee: Annual Fee: Annual Fee: Annual Fee: Annual Fee:
Annual Fee $100 $100 $100 $100
Actual Estimated Estimated Estimated
FY12 FY13 FY14 FY15
Working Capital (November) $366,738 $342,942 $324,781 $307,170
Because of the timing of revenue collections, the low point on working capital for this
Note: fund is in November of each year.
*Note: This analysis does not include OPEB expenses.
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of

funding.
[Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 17.00 17.00 17.00 17.00 17.00 17.00 0.00 0.00%
Personal Services 1,295,638 1,305,035 1,332,445 1,332,830 2,600,673 2,665,275 64,602 2.48%
Operating Expenses 580,784 576,549 530,553 529,746 1,157,333 1,060,299 (97,034) (8.38%)
Transfers 0 0 0 0 0 0 0 n/a
Total Costs $1,876,422 $1,881,584 $1,862,998 $1,862,576 $3,758,006 $3,725,574 ($32,432) (0.86%)
State Special 1,876,422 1,881,584 1,862,998 1,862,576 3,758,006 3,725,574 (32,432) (0.86%)
Other 0 0 0 0 0 0 0 n/a
Total Funds $1,876,422 $1,881,584 $1,862,998 $1,862,576 $3,758,006 $3,725,574 ($32,432) (0.86%)

Program Description

The Architecture and Engineering Division (A&E) manages remodeling and construction of state buildings. Its
functions include planning new projects and remodeling projects; advertising, bidding, and awarding construction
contracts; administering contracts with architects, engineers, and contractors; disbursing building construction payments;
and providing design services for small projects. The division also formulates a long-range building plan for legislative
consideration each session. This division operates under the authority found in Titles 17 and 18, MCA, as well as other
state mandates.

Program Highlights

Architecture & Engineering
Major Budget Highlights

¢ Reductions in operating expenses funded with state special revenue costs are
due to changes in the statewide indirect costs allocated to the program

Program Discussion

Biennial changes between 2013 biennium and 2015 biennium result from changes to the state indirect costs allocated to
the program. Costs for state indirect costs are reduced by $194,400 over the 2015 biennium, offsetting increases for
other operating costs and overall reducing operating expenses in the 2015 biennium.

Funding
The following table shows program funding, by source for the 2015 biennium as recommended by the Governor.
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Total Department Of Administration Funding by Source of Authority
2015 Biennium Budget - Architecture & Engineering Pgm
Non-
Budgeted Statutory Total % Total MCA  Statutory
Funds HB 2 Proprietary Appropriation All Sources All Funds Reference Category
State Special Total $3,725,574 $0 $0 $3,725574 100.0%
02030 Arch & Engin Construction $3,725,574 $0 $0 $3,725,574 100.0%
Total All Funds $3,725,574 $0 $0 $3,725574 100.0%
Percent - Total All Sources 100.0% 0.0% 0.0%

The Architecture & Engineering Program is funded with funds transferred from the long-range building capital projects
fund to a state special revenue account established for administrative expenses in support of the state Long-range
Building Program.

Budget Summary by Category
The following summarizes the total budget by base, present law adjustments, and new proposals.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget Fiscal 2014 Fiscal 2015 Fiscal 14-15 of Budget
Base Budget 0 0 0 0.00% 1,876,422 1,876,422 3,752,844 100.73%
Statewide PL Adjustments 0 0 0 0.00% (23,719) (23,838) (47,557) (1.28%)
Other PL Adjustments 0 0 0 0.00% 10,219 9,921 20,140 0.54%
New Proposals 0 0 0 0.00% 76 71 147 0.00%
Total Budget $0 $0 $0 $1,862,998 $1,862,576 $3,725,574

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget proposed by the executive.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.
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IPresent Law Adjustments

Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
JPersonal Services 92,326 92,726
VVacancy Savings (55,519) (55,534)
Inflation/Deflation (1,055) (546)
JFixed Costs (59,471) (60,484)
Total Statewide Present Law Adjustments
$0 ($23,719) $0 ($23,719) $0 ($23,838) $0 ($23,838)
DP 102 - Allocate Department Indirect/Admin Costs
0.00 0 10,219 10,219 0.00 0 9,921 0 9,921
Total Other Present Law Adjustments
0.00 $0 $10,219 $0 $10,219 0.00 $0 $9,921 $0 $9,921
Grand Total All Present Law Adjustments
0.00 $0 ($13,500) $0 ($13,500) 0.00 $0 ($13,917) $0 ($13,917)

DP 102 - Allocate

department indirect/admin costs - This request funds the division's share of department

indirect/administrative costs for services provided by proprietary funded centralized service functions of the agency.

New Proposals

New Proposals
Fiscal 2014 Fiscal 2015
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 6101 - Professional Development Center Fee Allocation
04 0.00 0 76 0 76 0.00 0 71 0 71
Total 0.00 $0 $76 $0 $76 0.00 $0 $71 $0 $71

DP 6101 - Professional Development Center Training Fee - The executive requests an increase for training services

purchased from the Professional Development Center (PDC) of the Department of Administration. This request reflects
the difference between the amount paid in the base for PDC services and a fixed cost allocation based on agency FTE
counts. Starting in the 2015 biennium and beyond, the executive recommends funding the PDC as a fixed cost item. For
a further discussion, see the State Human Resources Division of this narrative.
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Program Budget Comparison
The following table summarizes the total executive budget for the program by year, type of expenditure, and source of
funding.

[Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 12-13 Fiscal 14-15 Change % Change
FTE 11.25 11.25 11.25 11.25 11.25 11.25 0.00 0.00%
Personal Services 631,242 668,361 681,346 681,031 1,299,603 1,362,377 62,774 4.83%
Operating Expenses 1,339,564 1,337,919 1,384,735 1,336,893 2,677,483 2,721,628 44,145 1.65%
Transfers 0 0 0 0 0 0 0 nfa
Debt Service 32,050 0 0 0 32,050 0 (32,050) (100.00%)
Total Costs $2,002,856 $2,006,280 $2,066,081 $2,017,924 $4,009,136 $4,084,005 $74,869 1.87%
General Fund 1,949,942 1,953,234 2,004,079 1,956,123 3,903,176 3,960,202 57,026 1.46%
State Special 52,914 53,046 62,002 61,801 105,960 123,803 17,843 16.84%
Other 0 0 0 0 0 0 0 nla
Total Funds $2,002,856 $2,006,280 $2,066,081 $2,017,924 $4,009,136 $4,084,005 $74,869 1.87%

Program Description
The General Services Division is composed of four bureaus responsible for providing certain internal services to
government agencies and the public.

The Facilities Management Bureau manages the following services for state agencies in the capitol complex and several
state-owned buildings in the Helena area either directly or through the administration of service contracts: repair,
maintenance, construction, energy consumption, disaster response and recovery, space allocation, lease negotiation,
security, janitorial, recycling, pest control, grounds maintenance, and garbage collection.

The State Procurement Bureau procures or supervises the procurement of all supplies and services, and provides
technical assistance to government agencies and the public to ensure compliance with the Montana Procurement Act.
The bureau also manages the state's energy procurement, vehicle fueling and procurement card programs.

The Print and Mail Services Bureau provides print and mail services to state agencies. Services include internal and
external (contracted) printing, photocopy pool services, mail preparation, central mail operations, and inter-agency
(deadhead) mail. The bureau also operates the United States post office in the Capitol and provides two quick copy
locations on the Capitol Complex.

The Property and Supply Bureau manages the central stores program and the state and federal surplus property programs.

Program Highlights

General Services Division
Major Budget Highlights

¢ Non-budgeted proprietary funds provide over 90% of the support for the
program

+ Increases to personal services and operating expenses are made as part of the
statewide present law adjustments

¢ Debt service is reduced due to a reduction in general fund supporting an
installment purchase associated with the OPI building lease
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Major LFD Issues

¢ General fund for the common areas with state agency buildings partially
funded a rent holiday for state agencies

The program is funded through a combination of general fund and proprietary funds.

General Fund for Common Areas Used to Partially Fund Rent Holiday for State Agencies

LFD

ISSUE Beginning in the 2009 biennium, the Facilities Management Bureau began charging common areas of three

state buildings rent and maintenance fees to fund the related operations and maintenance costs. The common areas
include:

0 Hallways and bathrooms in the Capitol Building

o Office space for the Senate and House of Representatives in the Capitol Building

o Governor’s mansion

0 Public display areas in the Montana Historical Society Museum

o Office space in the Montana Historical Society Museum
The percentage of the total revenues provided by the general fund has varied since the practice of charging the common
areas began in FY 2008. Figure 10 shows the revenues generated by the common areas, other state agencies paying rent,
and the total revenues received by the program for rent and maintenance.

Figure 10

Department of Administration

Rent and Maintenance Fund
Funding Source FY 2008 % of Total FY 2009 % of Total FY 2010 % of Total FY 2011 % of Total FY 2012 % of Total
General Fund for Public Spaces $1,798,074 17.21% $1,887,255 16.79% $1,365,874 12.79%  $1,258,164 13.55% $1,196,468 15.56%
All Other Agency Payments 8,650,134 82.79% 9,349,933 83.21% 9313917 87.21%  8027,725  86.45% 6493276  84.44%
Total Rent and Maintenance 10,448,208 100.00% 11,237,188 100.00% 10,679,791 100.00% 9,285,889 100.00% 7,689,744  100.00%
Fund Balance $2,066,978 19.78%  $4,686452 41.70%  $5287,640 4951% $3423544  36.87% ($404934)  -5.27%

As shown, the percentage of support provided by the general fund has varied from 17.2% to 12.8%. During this same
period, the fund balance for the account has grown, indicating that fees were not commensurate with the cost of
providing the services. In FY 2012, GSD created a separate account for the general fund which is used to fund
maintenance projects.

To reduce