Section D Subcommittee Process

A Legislator’s Guide into HB 2 Budgeting

FISCAL DIVISION
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HB 2 PROCESS: SUBCOMMITTEES
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15t Step for HB 2 - Joint Subcommittee Work

* Members of House
Appropriations (HAC) and Senate
Finance and Claims (SFC)

Joint Sub- comprise the membership of
committees subcommittees

(Sections A - F) * Study all details of HB 2 proposal

* Make recommendations




Subcommittees Study HB 2 & Make Recommendations

Study the Budget Proposal Make Recommendations

* HB 2 Funding e Budget Instructions from House
. Appropriations Committee & Senate
HERR R Finance and Claims Chairs

) . .
Present Law * Decision Packages

* New Proposal « More Options

* Budget Instructions o Line-item appropriations
e Snapshot Budgeting Tool o Restrict appropriations

* Vacancy Savings



Tools for Subcommittees

Budgeting
Rules




SOURCES OF AUTHORITY



HOUSE BILL 2 (HB 2)

* Primary Appropriations Legislation
outlining the biennial budget for various state agencies and programs

* Includes appropriations for the following sections:

* Section A: General Government

Section B: Health and Human Services

Section C: Natural Resources and Transportation

Section D: Public Safety

Section E: Education



STATUTORY

Derived From Statutes Already Passed By The Legislature & Codified In Montana State Law

Aspect
Source
Function

Scope

Difference Between Statutory and Other House and Senate Bill Authority

Statutory Authority

Existing statutes in Montana law
Guides execution of laws

Limited to specific duties or powers

House and Senate Bill Authority
New legislative proposals (bills)
Creates, amends, or repeals laws

Broad legislative impact




NON-BUDGETED PROPRIETARY

Used for services provided to the public or other government agencies,
where fees are charged to cover the cost of operations

TYPES

ENTERPRISE FUNDS

Provided to Customers Outside of State Government
(Unemployment Insurance Trust Fund, Secretary of State services, Office of Public Information Requests)

INTERNAL SERVICE FUNDS

Only Provided Internally to Other Government Departments or Agencies
(Examples: State Motor Pool, Chief Data Office, Print & Mail)




TYPES OF FUNDS



GENERAL FUND

* Main operating fund of the government, used to account for financial resources
that are not specifically designated for a particular purpose

* Covers general government operations, including services like education and
public safety

* Revenue sources include:
* Taxes
* Licenses and fees
* Fines and penalties
* |nterest earnings



STATE SPECIAL REVENUE

* A fund that is legally restricted for specific purposes, coming from revenue
sources established by the state

* Used to finance specific state programs or activities where revenue comes from

fees, taxes, or other state-imposed charges that are legally dedicated to those
purposes

 Revenue sources include:
* Specific state taxes

* Licenses, permits, or service fees (hunting/fishing licenses)
e User fees



FEDERAL SPECIAL REVENUE

* A fund where resources are provided by the federal government that are legally
restricted for specific purposes or programs

» Supports federally funded programs or activities, often requiring adherence to
federal guidelines and reporting standards

* Revenue sources include:
* Federal grants
* Federal aid programs
* Other federal reimbursements



COMPARISON OF FUND TYPES

Fund Types

Fund Type Purpose Source of Revenue Restrictions

General Fund General government Taxes, fines, and fees Least restricted
operations

State Special Specific state programs  State taxes, licenses, and fees Legally restricted to a

Revenue purpose

Federal Special Federally funded Federal grants and aid Highly restricted by

Revenue programs federal laws




BUDGET TERMINOLOGY



BUDGET BUILDING BLOCKS

New
Proposals

e DP 1 Statewide Personal Services

e DP 2 Statewide Fixed Costs

* DP 3 Inflation/Deflation

e Other Agency Adjustments to Meet “Present Law” Requirements

Base Budget




BASE BUDGET = FY25 ONGOING APPROPRIATIONS

(4) (a) "Base budget" means the resources for
the operation of state government that are of
an ongoing and non-extraordinary nature in the
current biennium. The base budget for the state BAS E
general fund and state special revenue funds

may not exceed that level of funding authorized B U D G ET

by the previous legislature.




PRESENT LAW

"Present Law Base" means that level of funding needed under present law to maintain
operations and services at the level authorized by the previous legislature, including but
not limited to:

a. changes resulting from legally mandated workload, caseload, or enrollment increases or decreases;
b. changes in funding requirements resulting from constitutional or statutory schedules or formulas;
c. inflationary or deflationary adjustments; and

d. elimination of nonrecurring appropriations.



PRESENT LAW vs STATEWIDE PRESENT LAW
ADJUSTMENTS

Statewide Present Law Adjustments (SWPL) Present Law Adjustments

Scope Applies across all state agencies Agency-specific adjustments
Focus General costs like inflation, personal Program-specific operational needs
services adjustments, and fixed costs
Examples IT costs, personal services benefit changes Increased program workload, staffing
changes
Determination Centralized and calculated for uniform Determined by individual agency

application requirements




STATEWIDE PRESENT LAW ADJUSTMENT
(SWPL DP 1) DECISION PACKAGE 1

» Personal Services is defined as the cost for personnel pay and benefits. SWPL DP 1 is the
proposed present law adjustment of personal services costs for the 2027 biennium

» Personal services snapshot is an executive budgeting tool used to build state agency budgets.
The "snapshot" is comprised of salaries and benefits

» The snapshot is then used to determine additions to the personal services budget. The proposed
additions are included in the DP 1 Statewide Present Law Adjustment



Budget instructions from
the Chairs of HAC and SFC
instruct subcommittee
members on sections A & E
to study each component of
DP 2 and make
recommendations

SWPL DP 2 - FIXED COSTS

Chief Data Office

Office of Public Information Requests
Enterprise Learning and Development
Human Resources Information Services
SABHRS

Warrant Writer

Statewide Cost Allocation Plan (SWCAP)
Messenger Services

Facilities Rent

State Information Technology Services Division (SITSD)

Workers Compensation Management
Agency Insurance

Legislative Audit

Debt Collection Services - DOR

Legal Services - DOJ



Budget instructions from
the Chairs of HAC and SFC
instruct subcommittee
members on section C to
study each component of
DP 3 and make
recommendations

SWPL DP 3 -
INFLATION/DEFLATION

Leased
Vehicles/Motor

Pool




NEW PROPOSALS

 New proposals are defined in statute as “requests to provide new non-mandated
services, to change program services, to eliminate existing services, or to change
sources of funding.” Any proposal that is not based upon the existence of
constitutional or statutory requirements is a new proposal.

* |n most agencies, major changes are included in new proposals. However, in
other agencies present law adjustments can comprise the majority of the
changes in the budget for agencies such as Corrections, Transportation, and
Public Health and Human Services.



POSITIONS BUDGETED (PB)

* Budgeting tool, used as a placeholder for establishing a total budget available for
hiring personnel in state government

* The legislature has the responsibility for establishing an overall appropriation for
this purpose, but for executive branch agencies, the executive has complete
control over how many individuals are hired, and in what capacity, if it fits within

the existing appropriation



VACANCY SAVINGS

* Budgeted Vacancy Savings - A reduction in personal services funding to account
for employee turnover, recognizing agencies are rarely always fully staffed
(Common to see 3.0% - 6.0%)

* Realized/Actual Vacancy Savings — Reflects the actual savings due to employee
turnover



TERMINOLOGY IN ACTION
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