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Program Biennium Comparison

The following table compares the 2021 biennium appropriated budget and the 2023 biennium budget request by type of
expenditure and source of funding.

Program Biennium Comparison
Appropriated Requested Biennium Biennium
Budget ltem Budget 20-21 Budget 22-23 Change % Change
Personal Services 2,524,275 847,274 (1,677,001) (66.43)%
Operating Expenses 4,880,102 400,457 (4,479,645) (91.79)%
Equipment & Intangible Assets 201,000 0 (201,000) (100.00)%
Total Expenditures $7,605,377 $1,247,731 ($6,357,646) (83.59)%
General Fund 6,709,153 385,661 (6,323,492) (94.25)%
State/Other Special Rev. Funds 896,224 862,070 (34,154) (3.81)%
Total Funds $7,605,377 $1,247,731 ($6,357,646) (83.59)%
Total Ongoing $7,605,377 $1,247,731 ($6,357,646) (83.59)%
Total OTO $0 $0 $0 0.00 %

Program Description

The State Information Technology Services Division (SITSD) is primarily a proprietary program that provides central
computing, data network, and telecommunications services to more than 100 government customers throughout the state.
SITSD manages two data centers, a statewide data network, and provides information technology (IT) services to all
branches of state government, the Office of Public Instruction, and various city and county municipalities.

Program Highlights

State Information Technology Services Division
Major Budget Highlights

» The State Information Technology Division’s 2023 biennium
requested appropriations are approximately $6.3 million or 83.6%
lower than the 2021 biennium

» The proposed decreases in general fund are primarily due to
executive moving the Montana cybersecurity enhancement project
from HB 2 to the proprietary rates

* The majority of the funding in the State Information Technology
Services Division is from non-budgeted proprietary funds

o The executive is proposing to increase state agency costs
by $8.0 million in FY 2022 and $8.5 million in FY 2023. The
legislature approves the rates for the SITSD internal service
fund in HB 2

o The executive is proposing a new eGovernment services
enterprise fund. The legislature reviews enterprise funds
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Program Actuals and Budget Comparison

The following table compares FY 2020 actual expenditures to the 2021 biennium appropriated budget and the
2023 biennium budget request by type of expenditure and source of funding.

Program Actuals and Budget Comparison
Actuals Approp. Approp. Request Request
Budget ltem Fiscal 2020 Fiscal 2020 Fiscal 2021 Fiscal 2022 Fiscal 2023
FTE 0.00 14.49 14.49 14.49 14.49
Personal Services 784,738 1,082,426 1,441,849 423,114 424,160
Operating Expenses 2,325,182 2,525,494 2,354,608 200,476 199,981
Equipment & Intangible Assets 200,979 201,000 0 0 0
Total Expenditures $3,310,899 $3,808,920 $3,796,457 $623,590 $624,141
General Fund 2,864,805 3,362,561 3,346,592 192,721 192,940
State/Other Special Rev. Funds 446,094 446,359 449,865 430,869 431,201
Total Funds $3,310,899 $3,808,920 $3,796,457 $623,590 $624,141
Total Ongoing $3,310,899 $3,808,920 $3,796,457 $623,590 $624,141
Total OTO $0 $0 $0 $0 $0

Program Discussion -
FY 2020 Appropriation Compared to FY 2020 Actual Expenditures

The State Information Technology Service Division is funded in HB 2 with general fund and state special revenue. The HB
2 modified budget of $3.8 million was 86.9% expended as of the end of FY 2020. General fund expenditures comprised
nearly the entire amount of that was under expended.

The primary contributor to the lower percentage expended was the Montana cybersecurity enhancement project. This
project, approved by the 2019 Legislature, was funded with approximately $3.2 million each fiscal year. In FY 2020, SITSD
expended $2.7 million or 84.4% of its appropriation. There are several reasons for the remaining authority, which include
not increasing salaries for cybersecurity staff in FY 2020 as planned and delayed hiring of positions to not overload existing
staff with training. There were also impacts from COVID-19 which included decreased travel and training and not hiring an
apprentice position because recruitment on college campuses was impacted.

FY 2020 Appropriations Compared to FY 2021 Appropriations

Overall, the FY 2021 appropriation is approximately $12,000 or 0.3% lower than the FY 2020 appropriation. The FY 2020
and FY 2021 appropriations are not significantly different.

Executive Request

The State Information Technology Services Division is requesting a decrease of approximately $3.2 million in FY 2022 and
$3.2 million in FY 2023 compared to the FY 2021 base appropriations. The decrease is primarily due to the request to
move the Montana cybersecurity enhancement project from HB 2 to the proprietary rates. This transfer will be discussed
in further detail in the Proprietary Rates section of the narrative.

Program Personal Services

Personal services were $1.4 million or 38.0% of total FY 2021 appropriations. The executive proposes a statewide

present law decrease of approximately $158,000 in FY 2022 and $156,000 in FY 2023. The table below shows the total
adjustments for each personal services category.
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Figure 23
Department of Administration
State Information Technology Services Division
FY 2022 Statewide Present Law Adjustment for Personal Services

Expected Changes $ (11,036)
Management Decisions (146,934)
Budget Modifications -
Total Present Law Adjustment $(157.970)

Management decisions are mainly causing the decrease in the statewide present law adjustment for personal services.
HB 2 included funding for 10.00 FTE as part of the cybersecurity enhancement project. Of the 10.00 FTE, 6.00 FTE were
vacant at the time of the personal services snapshot. This is primarily driving the decrease in personal services.

Funding

The following table shows proposed program funding by source of authority.

Department of Administration, 07-State Information Technology Division
Funding by Source of Authority
HB2 HB2 Non-Budgeted Statutory Total % Total

Funds Ongoing OTO Proprietary Appropriation All Sources All Funds
01100 General Fund 385,661 0 0 0 385,661 0.26 %
02594 Statewide 911 Services Admin 862,070 0 0 0 862,070 2.67%
02997 911 Distribution 0 0 0 23,590,500 23,590,500 73.00 %
02998 911 Grants 0 0 0 7,863,500 7,863,500 24.33 %

State Special Total $862,070 $0 $0 $31,454,000 $32,316,070 22.01 %
03276 DES Project Grants 0 0 0 0 0 0.00 %
03254 Coronavirus Relief Fund DOA Sl 0 0 0 0 0 0.00 %

Federal Special Total $0 $0 $0 $0 $0 0.00 %
06522 ISD Proprietary 0 0 109,838,991 0 109,838,991 96.27 %
06004 Electronic Government Services 0 0 4,256,068 0 4,256,068 3.73%

Proprietary Total $0 $0  $114,095,059 $0  $114,095,059 77.72 %)
Total All Funds $1,247,731 $0  $114,095,059 $31,454,000 $146,796,790

HB 2 Appropriations

General fund appropriations provide funding for the administrative portion of the Public Safety Bureau. State special
revenue appropriations provide support for the administrative costs related to 911 services. Fees are imposed on a per
month, per access line basis for each telephone subscriber in the state using either landline or wireless services.
Non-Budgeted Proprietary Appropriations

The majority of the functions within SITSD are funded with non-budgeted proprietary funds. The executive has an internal
service fund that receives revenues from information technology costs charged to state agencies. The executive also has
a newly created enterprise fund for eGovernment Services. These proprietary funds are discussed in more detail in the
Proprietary Rates section of the narrative.

Statutory Appropriations

The majority of the state special revenue funding in the division is statutorily appropriated for 911 services. 911 surcharges
are collected by the state and statutorily appropriated for distribution to counties and telecommunication providers.
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Program Budget Summary by Category

The following table summarizes the total budget by base, present law adjustments, and new proposals. For a description
of these categories, please see the glossary.

Budget Summary by Category
General Fund Total Funds
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget ltem Fiscal 2022 Fiscal 2023  Fiscal 22-23 of Budget Fiscal 2022 Fiscal 2023  Fiscal 22-23 of Budget
2021 Base Budget 3,346,592 3,346,592 6,693,184 1,735.51% 3,796,457 3,796,457 7,592,914 608.54 %
SWPL Adjustments (129,627) (128,780) (258,407) (67.00)% (153,533) (152,350) (305,883) (24.52)%
PL Adjustments (3,479) (3,479) (6,958) (1.80)% 1,431 1,427 2,858 0.23%
New Proposals (3,020,765)  (3,021,393)  (6,042,158) (1,566.70)%  (3,020,765)  (3,021,393)  (6,042,158) (484.25)%
Total Budget $192,721 $192,940 $385,661 $623,590 $624,141 $1,247,731

Present Law Adjustments

The "Present Law" Adjustments table shows the changes from the base appropriation to the proposed budget. "Statewide
Present Law" adjustments (DP 1, DP 2, DP 3) are standard categories of adjustments made to all agencies. Decisions on
these items were applied globally to all agencies.

Present Law Adjustments
Fiscal 2022 Fiscal 2023
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 1 - Personal Services
0.00 (127,736) (30,234) 0 (157,970) 0.00 (127,037) (29,259) 0 (156,296)
DP 2 - Fixed Costs
0.00 (1,620) 6,328 0 4,708 0.00 (1,573) 5,689 0 4,116
DP 3 - Inflation Deflation
0.00 (271) 0 0 (271) 0.00 (170) 0 0 (170)
DP 4 - Allocate Department Indirect/Administrative Costs
0.00 (3,479) 4,910 0 1,431 0.00 (3,479) 4,906 0 1,427
Grand Total All Present Law Adjustments
0.00 ($133,106) ($18,996) $0 ($152,102) 0.00 ($132,259) ($18,664) $0 ($150,923)

*"Total Funds" amount includes funding from sources other than General Fund, State Special, or Federal Special (i.e. Proprietary).

DP 1 - Personal Services -

The executive requests adjustments to the present law personal services budget. This request has been broken into the
following categories, and further detail is shown in the agency summary:

+ Expected changes

+ Personal services management decisions
+ Modifications made to the personal services budget in the 2021 biennium

DP 2 - Fixed Costs -

The executive requests adjustments to provide the funding required in the proposed budget to pay increases in fixed costs
assessed by other agencies within state government for the services they provide. Examples include: warrant writer, motor
pool, etc. The rates charged for these services are approved in the section of the budget that provides the services.
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DP 3 - Inflation Deflation -

The executive requests adjustments to reflect budgetary changes generated from the application of inflation and deflation
factors to specific expenditure accounts. Affected accounts include food, postage, gasoline, and others.

DP 4 - Allocate Department Indirect/Administrative Costs -

The executive requests a decrease in general fund and an increase in state special revenue to provide the funding to
pay the Department of Administration's indirect costs. These costs are charged to the department's programs for services
provided, which include accounting, human resources, and legal support.

New Proposals

The New Proposals table shows new changes to spending

New Proposals
Fiscal 2022 Fiscal 2023
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 703 - Move SITSD Cybersecurity to Proprietary
0.00 (3,020,765) 0 0 (3,020,765) 0.00 (3,021,393) 0 0 (3,021,393)
Total 0.00 ($3,020,765) $0 $0 ($3,020,765) 0.00 ($3,021,393) $0 $0 ($3,021,393)

*"Total Funds" amount includes funding from sources other than General Fund, State Special, or Federal Special (i.e. Proprietary).

DP 703 - Move SITSD Cybersecurity to Proprietary -

The executive is requesting a decrease in general fund to move the State Information Technology Services Division’s
cybersecurity costs to proprietary rates in the 2023 biennium.

LFD The 2019 Legislature approved $3.2 million general fund in HB 2 for the Montana cybersecurity

COMMENT enhancement project. This included funding of $1.0 million for 10.00 FTE. HB 2 included language stating,

“It is the intent of the legislature that funding for the Montana Cybersecurity Enhancement Project be moved

to the State Information Technology Services Division’s proprietary rates in the 2023 biennium if the project is successful.”

The executive is currently proposing moving the funding to the proprietary rates, but they are not proposing moving FTE.
The December 15th submission of the Governor’s budget will include a move of 10.00 FTE to the proprietary fund.

Other Issues -
Proprietary Rates
The State Information Technology Services Division provides the following functions with proprietary funds:

+ State Information Technology Services
+ eGovernment Services

SITSD Proprietary Fund - 06522

Proprietary Program Description

SITSD is a proprietary program that provides central computing, data network, and telecommunications services to more
than 100 government customers throughout the state. SITSD manages two data centers, a statewide data network, and

provides information technology (IT) services to all branches of state government, the Commissioner of Higher Education,
and various city and county municipalities. Responsibilities include:
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* Information Systems Security
o Manages solutions and services to ensure continuity of enterprise operations and security of data through
risk assessment and mitigation, planning and monitoring, detailed recovery planning, incident response,
and periodic testing
o Coordinates security policies and procedures
* Network Technology Services
o Manages the statewide network which connects 22,000 devices at over 600 locations and
provides prioritized voice, video, data, and wireless services
o Develops and implements network solutions that support customer needs for bandwidth and connectivity
» Enterprise Technology Services
o Designs, implements and manages shared IT hardware and software infrastructure in a highly-efficient
virtualized environment
o Provides platforms for application and database hosting services using enterprise-class computing and
storage capacity
» Enterprise Support Services
o Manages the service desk to assist customers regarding hardware and software applications, including
email and telecommunications
o Manages desktop lifecycle for customers, including software and hardware ordering, deployment,
updates, remote control, and disposal
+ Montana Data Centers
o Manages state data center facilities in Helena (primary) and Miles City (disaster recovery)
o Maintains the reliability, efficiency, security, and availability of computer processing and storage for all
customers
» Application Technology Services
o Supports the state’s mt.gov websites
o Assists customers with designing and deploying customized applications and online services, including
eGovernment applications
+ Public Safety Communications Services
o Supports the Statewide Interoperability Governing Board and 9-1-1 Advisory Council in the areas of
governance, policy, and planning
o Manages federal and state funding sources to support maintenance of public safety communications
systems and equipment
o Manages statewide licenses for mutual aid frequencies
+ Strategic Planning Services
o Ensures IT operations are conducted in an organized, deliberative, and cost-effective manner through
planning, periodic performance reports, and oversight of agency IT procurements and plans
o Publishes the State IT Strategic Plan and Biennial Report
+ Financial Management Services
o Manages budget, billing, acquisition, and contract management services for SITSD
o Sets rates and manages the revenues and expenses for more than 200 enterprise services provided to
state and local government IT customers
« State IT Project Management Services
o Provides expertise, assistance, tools, methodologies, and training to customers to ensure IT projects are
conducted in an organized, deliberative, and cost-effective manner

Proprietary Program Narrative

The following 2023 Biennium Report on Internal Service and Enterprise Funds shows the actual and projected expenditures
and related revenues associated with the SITSD proprietary fund.
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2023 Blennium Report on Internal Service and Enterprise Funds

Fund Fund Name Agency # Program Name
06522 SITSD Propnetary 61010 State Information Technalogy Semices Div,
Actual FProposed Proposed Proposed
Fy 20 FY 21 FY 22 FY 23
Operating Revenues
Fees and Charges
Chargas for Senices - Agency 4T.AT0.836 AT T34 48311695 48,311,695
Charges for Senices - Additional 106,813 552 693
SericalMow - Agency Offset 2405133 2405133
Cybersecurity 2,557,192 2,557 192
Chargas for Senices - Outside Revenues 653484 526,973 573,716 573715
Other Operating Revenues - 860,027
Total Oparating Revenues 48,124 320 45,560,114 53,954,548 54.400.428
Expenses
Personal Senices 17,833,084 16,220,371 17,722 437 17,722,399
Operating Expense 31,100,945 26,581,603 34843778 35,278,655
Equipmant . 370861 370.861 370.861
Total Operating Expense 45934029 43,172,835 52937076 §3.3M1.915
Operating Income (Loss) (B09,7049) 5. 387.279 1,017 472 1,028,513

Honeperating Revenues
Nonoperating Expanses
Total Nonoperating Revenues (Expenses) . . - A

Income (Loss) Before Contributions and Transfers (8039,709) 5,387,279 1,017 472 1,028.513

Capital Contnbutions

Transfers In 146,955 146,955 150,629 150,629

Transfers Out (430) 4,263,000 2,473,000 1,422,000

Loans and Lease Payments (235.901) {3.950.000) (2.360.000) {1.170.000)
Change in Net Position (899,085) 5847234 1,281,101 1,431,142
Beginning Net Position - July 1 {910,248) {1,809,333) 4,037,901 5,319,002

Prior Penod Adjustments

Change in Net Position (699,085) 5,847,234 1.2681.101 1,431,142
Ending Net Position . June 30 {1.809,333) 4,037,901 5,319,002 6,750 144
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Expenses

The executive proposes to increase total expenses by approximately $8.2 million in FY 2022 and $7.4 million in FY 2023
when compared to the FY 2021 base budget. The following figure shows the changes as proposed by the executive as
reflected in the budgeting system.

Figure 24
Department of Administration
State Information Technology Services Division
State Information Technology Services Division Fund
Proposed Changes for the 2023 Biennium in the Budgeting System
FY 2022 FY 2023

Personal Services
Statewide Present Law Adjustment - Personal Services $ 1,191,301 $ 1,260,635

Adjust SITSD Proprietary (550,000) (620,000)
Move SITSD Cybersecurity to Proprietary 860.765 861,393
Personal Services Total 1,502,066 1,502,028,

Operating Expenses

Statewide Present Law Adjustment - Fixed Costs 182,168 116,391
Statewide Present Law Adjustment - Inflation/Deflation (1,747) (1,096)
Allocate Indirect/Administrative Costs 55,606 55,606
Continuity and Emergency Management Increase 16,373 16,376
Adjust SABHRS Proprietary 5,849,775 6,349,775
Move SITSD Cybersecurity to Proprietary 2,160,000 2,160,000
Operating Expenses Total 8,262,175 8,697,052

Debt Service

Adjust SABHRS Proprietary (1,590.000) (2,780,000)
Debt Service Total (1,590,000) (2,780,000)
Total Proposed Increase $ 8174241 $ 7.419.080

There are three primary factors contributing to the increase in expenses, which include:

+ Statewide present law adjustment for personal services

+ Adjusting the SABHRS proprietary fund expenses

+ Moving the Montana cybersecurity enhancement project funding from general fund in HB 2 to non-budgeted
proprietary funds

The statewide present law adjustment for personal services increases appropriations by $1.2 million in FY 2022 and $1.3
million in FY 2023. Increases in personal services are primarily due to the legislatively approved pay plan and management
decisions regarding pay adjustments. Increases in pay were the result of market adjustments, reclassifications, and
progression in training assignments.

There is a present law adjustment that increases appropriations by $3.7 million in FY 2022 and $2.9 million in FY 2023.
This adjustment decreases personal services and debt service and increases operating expenses. This adjustment was
made to align expenses with established rates and budgetary need for SITSD.

There is a new proposal that moves the Montana cybersecurity enhancement project from HB 2 to the proprietary rates.
This proposal increases appropriations by $3.0 million each fiscal year. The 2019 Legislature approved this project
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in HB 2 and included language stating, “It is the intent of the legislature that funding for the Montana Cybersecurity
Enhancement Project be moved to the State Information Technology Services Division’s proprietary rates in the 2023
biennium if the project is successful.” The executive is proposing reducing general fund appropriations in HB 2 and creating
a cybersecurity enterprise rate that will be charged to agencies.

Revenues

Budget authority to pay the SITSD allocation is a fixed cost item in each agency’s budget. The statewide fixed costs for
information technology included in the executive proposal are $8.0 million higher in FY 2022 and $8.5 million higher in FY
2023 when compared to the FY 2021 base year. This includes a new proposal that moves $3.0 million in each fiscal year
for the Montana cybersecurity enhancement project from HB 2 to the proprietary rates. The table below shows the changes
requested from the FY 2021 base appropriation.
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Department of Administration
State Information Technology Services Division
State Agency Fixed Costs for Information Technology
Change Change

Budgeted Requested Between FY 2021 Requested Between FY 2021

FY 2021 FY 2022 and FY 2022 FY 2023 and FY 2023
Legislative Branch s g11698 S 850278 § 38580 5 1113188 S 301,490
Consumer Counsel 23,474 32,762 9,268 32,762 0,288
Judiciary 1,951,708 2,940,627 988,918 2986522 1,034 813
Govemnor's Office 28271 312,697 49926 308,935 46,164
Secretary of State's Office 295,263 508,778 213515 509,851 214 588
Commissoner of Political Practice 131177 91,539 (89,638) 92 041 (89,136)
State Auditar's Office 101,111 189,225 {1,886) 189,225 (1,886)
Office of Public Instruction 505,683 808,992 213,308 809 889 214 206
Departrment of Juslice 3,490,395 3,676,954 186,550 3633,438 143,043
Fublic Service Regulation 181,556 1,099 821 918.265 1.099.821 918.285
Board of Public Education 11,428 16,414 4986 16,414 4986
Commissioner of Higher Education 1,720 2.000 280 2,000 280
Unmversity of Montana - 561 561 561 561
University of Montana Westem - 14,401 14 401 14,401 14 401
School for the Deaf & Blind 100,406 106,434 6,028 106,434 6,028
Montana Arts Council 30,059 28,520 (1,539) 28,520 (1,539)
Library Commission 347,882 594 167 246,285 504,167 246,285
Historical Society 215,891 269 273 53,382 303,873 87 982
Department of Fish Wildife & Parks 1,608 894 2,311,017 672,123 2.38597M1 687,077
Department of Environmental Quality 1,290,281 1,654,882 364,601 1,635,890 345,608
Department of Transportation 5,024,340 6,137,726 1,113 286 6,202,311 1,177,971
Depariment of Livestock 253 560 323 583 70,023 323 982 70,422
Depariment Natural Resource & Conservation 2,386,612 2,649 060 262 448 2685834 289 222
Department of Revenue 2,229 484 2,647 956 418472 2,650 604 421,120
Department of Administration 2,567,783 2,803 867 246,084 2,806,699 248916
Montana State Fund 704,109 1,016,155 312,046 1,020,187 316,078
MT Public Employee Retirement 287,104 324 565 37 461 325,596 38,592
Teachers Retirement! Board 110,927 157,301 46,374 157 859 46,732
Public Defender 911,706 950,306 38690 951,361 30655
Department of Agriculture 315,166 431,849 116,683 428,513 113,347
Department of Corrections 3,000,158 3,986 856 986,698 3,993,364 993 208
Department of Commerce 617,346 694 928 77582 694,928 77582
Department Labor & industry 3,114 584 3,517,046 402 462 3.480,111 365,527
Department of Military Affairs 183,584 184,854 1,270 184,854 1,270
Public Health & Human Serices 11,964,460 11,985,350 20,800 12,056,707 92,247
Total $ 45342321 § 53380833 § 8038512 S 53826712 § 8484 301

The State Information Technology Services Division has revised the rate structure for the 2023 biennium. In the 2021

biennium there were three established rates:
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* Enterprise rates:
o Enterprise service allocation (ESA)
o Microsoft enterprise agreement

+ Service rates:
o TechBudget

In the 2023 biennium, there will be five established rates:

* Enterprise Rates:

o Enterprise service allocation

> Microsoft enterprise agreement

o Cybersecurity enterprise rate

o ServiceNow enterprise agreement
+ Service rates:

o TechBudget

The table below provides a comparison of the 2023 biennium rates to the 2021 biennium rates (note: the FY 2021 total
for the cybersecurity enterprise rate is the base appropriation of $3.2 million included in HB 2 less the statewide present
law adjustment for personal services). The table below shows the FY 2021 base year information technology costs to the
requested FY 2022 and FY 2023 costs. The executive is requesting a $10.5 million or 10.8% increase when comparing
the FY 2021 base year to the 2023 biennium.

Figure 25
Department of Administration
State Information Technology Services Division
State Agency Fixed Costs for Information Technology by Rate Category

FY 2021 FY 2022 FY 2023
Enterprise Services Allocation $ 9,438,887 $ 5,753,508 $ 5,753,508
Microsoft Enterprise Agreement 4,523,966 4,090,531 4,117,370
Cybersecurity Enterprise Rate* 3,020,765 8,744,581 8,744,581
ServiceNow Enterprise Agreement - 2,405,133 2,405,133
Service Rates 31,379,467 32,387,080 32,806,120
Total $ 48,363,084 $ 53,380,833 $ 53,826,712

*The FY 2021 total for the cybersecurity enterprise rate is the base appropriation of $3.2 million
included in HB 2 less the statewide present law adjustment for personal services

The following sections will provide additional information on each of these rates.

Enterprise Service Allocation

Enterprise services are information technology services and staff time provided by SITSD that are used by and benefit the
entire enterprise (all state agencies). State agencies are charged for their portion of the enterprise service allocation based
on the active directory within an agency. The enterprise service allocation totaled $9.4 million in the FY 2021 base year.
The executive is proposing that the ESA rate will be $5.8 million in each fiscal year of the 2023 biennium, which is a 39.0%
decrease in the rate. However, according to SITSD, $6.2 million per fiscal year was moved from the enterprise service
allocation to the newly created cybersecurity enterprise rate. When adjusting for this change, the FY 2021 base would
have been $3.2 million and there is a proposed increase of $2.5 million each fiscal year. This is a 78.3% increase over the
biennium.
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Microsoft Enterprise Agreement

The Microsoft enterprise agreement is primarily the cost of licensing agreement for Microsoft services. The Microsoft
enterprise agreement totaled $4.5 million in the FY 2021 base year. The executive is proposing that the ESA rate will be
$4.1 million in each fiscal year of the 2023 biennium, which is a 9.3% decrease in the rate over the biennium.

Cybersecurity Enterprise Rate

The Montana cybersecurity enhancement project was funded in HB 2 with $3.2 million general fund in each fiscal year of the
2021 biennium. The 2019 Legislature included language in HB 2 that stated, “It is the intent of the legislature that funding
for the Montana Cybersecurity Enhancement Project be moved to the State Information Technology Services Division’s
proprietary rates in the 2023 biennium if the project is successful.” SITSD has included a new proposal that reduces the
general fund appropriation in HB 2 and increases proprietary funding.

The proposed cybersecurity enterprise rate is $8.7 million in each year of the biennium. According to SITSD, this is
comprised of $6.2 million transferred from the enterprise service allocation and $2.5 million from HB 2. The table below
provides a breakdown of the costs associated with each of the items included in the rate. The rate show below is for one
fiscal year.

Figure 26
Department of Administration
State Information Technology Services Division
Cybersecurity Enterprise Rate
Cost per Fiscal Year in the 2023 Biennium
Application Development $ 24,000
Cybersecurity Enterprise Services - ESP 1,010,155
Cybersecurity Enterprise Services - IRTS 1,599,872
Directory Services - Identity Management 167,068
eGov Identity Management 56,642
Expert Time - AHS 336,000
Expert Time — Enterprise Security Risk Management 514,775
Expert Time — Forensic Investigations or Technical Security 614,788
Expert Time - NOSC 924,696
Expert Time - Supervision CISO 458,383
File and Object Storage 18,766
Live Storage 94,722
MFA Service 931,101
Network Security 785,633
Software Configuration Management 95,314
Splunk Service 812,462
Virtual Server 300,205
Total $ 8,744,581

ServiceNow Enterprise Agreement

The ServiceNow enterprise agreement is a new enterprise rate for the 2023 biennium. The costs to agencies for the
ServiceNow enterprise agreement totals $2.4 million in FY 2022 and $2.4 million in FY 2023. This cost is allocated to
agencies is based on FTE, excluding modified positions and FTE who only use the human resources function to enter time.

ServiceNow is intended to improve workflows for agencies, which leads to operating efficiencies and other cost savings for
agencies. Some functions of ServiceNow include:
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» Decreasing call volumes and quickly answering customer questions by using virtual agents

+ Digitizing professional licensing to reduce in person requests, decrease call volume, and eliminate manual effort
» Scheduling in person meetings and requests to limit exposure by waiting in line

* Improving onboarding and communication with new employees working remotely

+ Integrating with applications like Microsoft Teams, Zoom, and DocuSign for improved automation

* Quickly collaborating and responding to complex security issues caused by employees working remotely

The Office of Budget and Program Planning in the Governor’s Office worked with agencies to identify operating efficiencies
and other cost savings that may occur as a result of using ServiceNow. The table below shows the savings identified
by agency and fund type over the 2023 biennium. Savings identified total $1.8 million in FY 2022 and $1.8 million in FY
2023. As agencies continue to implement ServiceNow into their business processes additional operational savings may be
identified in future fiscal years.
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Figure 27
Department of Administration
ServiceNow Cost Savings Identified by State Agencies
HB 2, Non-Budgeted Proprietary, and Statutory Appropriations
FY 2022 FY 2023
General Fund
Department of Justice $ (50,460) $ (50,460),
School for the Deaf and Blind (15,698) (15,698)
Montana State Library (3,930) (3,930)
Department of Natural Resources and Conservation (57,768) (57,768)
Department of Revenue (9,024) (9,024)
Department of Administration (11,315) (11,315)
Office of State Public Defender (50,246) (50,246)
Department of Corrections (235,587) (235,587)
Department of Commerce (2,945) (2,945)
Department of Public Health and Human Services (240.413) (240.413)
General Fund Total (677,386) (677,386)
State Special Revenue
Department of Justice (90,330) (90,330)
Public Service Commission (4,250) (4,250)
Department of Transportation (391,941) (391,941)
Department of Natural Resources and Conservation (38,997) (38,997)
Department of Administration (11,559) (11,559)
Department of Agriculture (21,200) (21,200)
Department of Commerce (11,887) (11,887)
Department of Public Health and Human Services (40,177) (40,177)
State Special Revenue Total (610,341) (610,341)
Federal Special Revenue
Department of Natural Resources and Conservation (5,090) (5,090)
Department of Commerce (2,345) (2,345)
Department of Public Health and Human Services (262,620) (262,620)
Federal Special Revenue (270,055) (270,055)
Proprietary Funds
Secretary of State (10,070) (10,070)
Office of Public Instruction (33,997) (33,997)
Department of Justice (4,143) (4,143)
Department of Environmental Quality (77,794) (77,794)
Department of Administration (37,231) (37,231)
Department of Corrections (17,810) (17,810)
Department of Commerce (21,417) (21,417)
Department of Labor and Industry (49.842) (50,158)
Propritarty Funds Total (252,304) (252,620)
Grand Total $ (1.810.086)% (1.810.402)
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Service Rates

TechBudget is an activity-based budgeting model that allocates costs to individual services. SITSD’s TechBudget model
employs a separate unit for each service. The unit is the increment in which the agency buys the service or product.
SITSD provides more than 200 services, resulting in a wide variety of units. The allocation of units of service is by agency
planned utilization. The table below shows the FY 2021 base budget, requested changes for FY 2022 and FY 2023, and
the change between the 2023 biennium and the base year. The executive is requesting a $2.4 million or 3.9% increase
when comparing the FY 2021 base year to the 2023 biennium.
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Department of Administration
State Information Technology Services Division
State Agency Fixed Costs for Information Technology Service Rates

Change Between % Change Between

Budgeted Requested Requested 2023 Biennumand 2023 Biennium and

FY 2021 FY 2022 FY 2023 FY 2021 Base Year FY 2021 Base Year

Legislative Branch S 591,330 S 622,181 5 858252 5 297,772 25.2%
Consumer Counsel 17,161 22,656 22,656 10,991 32.0%
Judiciary 1,356,978 1,705,327 1,751,222 742,592 27.4%
Governor's Office 204,406 224,572 220,810 36,571 8.9%
Secretary of State's Office 238,111 423,295 424,368 171,441 78.0%
Commissioner of Political Practice 174,559 79,325 79,827 (189,967) -54.4%
State Auditor's Office 111,583 88,919 88,919 (45,328) -20.3%
Office of Public Instruction 333,015 464 287 465,185 263,442 39.6%
Department of Justice 2,554,107 2,035,452 1,991,936 (1,080,825) -21.2%
Public Service Regulation 144,727 1,050,315 1,050,315 1,811,177 625.7%
Board of Publc Education 8,271 12,003 12,003 7,465 45.1%
Commissioner of Higher Education 1,720 2,000 2,000 561 16.3%
Unnersity of llontana - 561 561 113 100.0%
Unmversity of lontana Westem - 14,401 14,401 28,801 100.0%
School for the Deaf & Bind 1,142 916 916 (454) -19.9%
Montana Arts Council 23,442 19,246 19,246 (8,391) -17.9%
Library Commission 297,652 457,576 457 576 319,848 53.7%
Histoncal Society 146,488 165,430 200,030 12,484 24.7%
Depanment of Fish, Wildife & Parks 951,205 1,175,470 1,190,424 463,484 24.4%
Department of Environmental Quality 858,901 1,076,965 1,057,973 417,137 24.3%
Department of Transportation 2,791,681 3,161,395 3,225,980 804,013 14.4%
Depanment of Livestock 125,605 155,311 155,711 29,812 23.8%
Department Natural Resource & Conservation 1,808,407 1,642 232 1,679,007 (295,575) -8.2%
Depanment of Revenus 1,599,693 1,652,573 1,655,220 108,407 3.4%
Department of Administration 2,210,724 2,273,000 2,275,831 127,383 2.9%
Montana State Fund 362,495 428,699 432,732 136,441 18.8%
MT Public Employee Retirernent 230,234 222,950 224,082 (13,437) -2.9%
Teachers Retiremant Board B5,4B5 112,021 112,378 53,429 31.3%
Publc Defender 612,233 516,517 517,481 (190,469 -15.6%
Department of Agriculture 199,346 270,049 266,713 138,069 34.6%
Department of Corrections 1,642,183 2,004,253 2,010,761 730,647 22.2%
Department of Commerce 419,615 3BE,383 388,383 (62,463) -7.4%
Department Labor & Industry 2,318,467 2,330,269 2,293,334 (13,332) -0.3%
Department of Military Affairs 42,769 48,176 48,176 10,813 12.6%
Public Health & Human Senvices 8,915,730 7,540,356 7,611,713 (2,679,393) -15.0%
$31,379,467 $32,387,080 532,806,120 $ 2,434,267 3.9%

Proprietary Rates

For the 2023 biennium the following rates are proposed by the executive. The rates charged in the base year are shown
for comparison purposes.
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Figure 28

Requested Rates for Internal Service or Enterprise Funds
Fee/Rate Information

Actual Estimated Proposed Proposed
FY 20 FY 21 FY 22 FY 23

Fee Description:
30-day working 30-day working 30-day working 30-day working
capital reserve capital reserve capital reserve  capital reserve

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.

LFD The legislature may wish to consider adding the following language to HB 2:

COMMENT
The 30-day working capital reserve used to establish state information technology services division rates for

state agencies included in HB 2 is based on personal services of $17,722,437 in FY 2022 and $17,722,399
in FY 2023, operating expenses of $34,843,778 in FY 2022 and $35,278,655 in FY 2023, equipment and intangible assets
of $370,861 in FY 2022 and $370,861 in FY 2023, and debt service of $2,360,000 in FY 2022 and $1,170,000 in FY 2023.
The state information technology services division shall report to the legislative finance committee at its June 2021 meeting
on how it implemented the state agency rates for information technology. The state information technology services division
shall also report any adjustments to state agency rates for information technology or changes of 5.0% or greater to each
expenditure category at each subsequent meeting of the legislative finance committee.

LFD The legislature may wish to consider adding the following language to HB 2:
COMMENT
The office of budget and program planning shall establish a separate appropriation on the statewide
accounting, budgeting, and human resource system for the funding included in each executive branch
agency's budget to pay fixed cost allocations to the state information technology services division of the department of
administration. The appropriations must be designated as restricted.

eGovernment Services - 06004
Proprietary Program Description

Digital government services include permitting, registration, licensing, inspections, financial reconciliation, reporting, point
of sale card swipe devices and mobile payments, monthly billing, and management and collection of customer accounts.
Currently, Montana Interactive operates and maintains more than 400 digital government services for Montana agencies
and local governments.

The current contract with Montana Interactive will expire on December 31, 2020. Upon expiration, the transaction fund that
supports digital government will transfer to the Department of Administration. The State Information Technology Services
Division has established an enterprise fund for the management of these fees.

Proprietary Program Narrative
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Proprietary Program Narrative

The following 2023 Biennium Report on Internal Service and Enterprise Funds shows the actual and projected expenditures
and related revenues associated with the eGovernment services proprietary fund.

2023 Biennium Report on Internal Semvice and Enterprise Funds

Fund Fund Name Agency # Program Name
06004 eGovernment Senices 61010 State Infarmation Technology Senices Div.
Actual Budgeted Proposed Proposed
FY 20 FY 21 Fy 22 Fy 23
Operating Revenues
Fees and Charges
Fee Revenue A - 2,814,855 £,629.7T10 5629.7110

Fes Revenue B - -
Other Operating Revenues

Total Operating Revenues - 2 814 B&S 5,629 T10 5629710
Exponses

Personal Senices

Other Operating Expense 3.800,352 3,103,034 1,153,034
Total Operating Expense - 3,800,352 3,103,034 1,153,034
Operating Income [Loss) - (985,497) 2,526 676 4 476 676

Monoperating Revenues
Monoperating Expenses
Total Nonoperating Revenues ([Expenses)

Income (Loss) Before Contributions and Transfers - (985.497) 2,626 676 4 476 676

Capital Contributions
Transfers In

Transfers Qut

Leans and Lease Payments

Change in Net Position - (985.497) 2,526,676 4 476,676
Beginning Net Position - July 1 - - (985,497) 1,541,179
Prior Perod Adjustments
Change in Net Position . (985.497) 2,626,676 4476676
Ending Net Position - June 30 - (985.497) 1,541,179 6.017.855
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Expenses

Fees earned will be used to help offset the costs for a new vendor, as well as for costs to administer the program and other
expenses associated with the development of enterprise electronic government services.

Revenues

Revenues will be earned through a fee that is charged to each eGovernment transaction.

Proprietary Rates

Transaction fees can either be a set rate per transaction or a percentage of the total transaction costs. Once the State
Information Technology Services Division takes over the administration of the eGovernment program, both possibilities will

be analyzed to determine the best rate to use.

The funding for this program is provided through an enterprise fund. As such, the legislature does not approve rates or
appropriate funds for this proprietary fund.
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