61010 - Department Of Administration 23-State Human Resources Division

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 2,515,741 2,681,656 165,915 6.60 %
Operating Expenses 879,547 782,213 (97,334) (11.07)%
Debt Service 660 754 94 14.24 %
Total Expenditures $3,395,948 $3,464,623 $68,675 2.02%
General Fund 3,395,948 3,464,623 68,675 2.02%
Total Funds $3,395,948 $3,464,623 $68,675 2.02%
Total Ongoing $3,395,948 $3,464,623 $68,675 2.02 %
Total OTO $0 $0 $0 0.00 %

Program Description

The State Human Resources Division provides statewide human resource services and programs under the authority of
Title 2, Chapter 18, and 39-31-301, MCA. The division houses:

+ The Human Resources Policy and Programs Bureau, which establishes the human resource rules, policies, and
standards for Montana’s executive branch

» The Professional Development Center, offering training and other professional development services to Montana
state government and other organizations

* The Human Resources Information Systems Bureau, which processes the biweekly payroll, and other human
resources information systems, for all branches of state government

Program Highlights

State Human Resources Division
Major Budget Highlights

» The State Human Resources Division’s 2023 biennium requested
appropriations are approximately $69,000 or 2.0% higher than the
2021 biennium

* The executive proposes increases in general fund for statewide
present law adjustment for personal services and a present law
adjustment for indirect costs paid to the Director’s Office

» The majority of the funding in the division is from non-budgeted
proprietary funds. The legislature approves the rates for the
Professional Development Center and the human resource
information system internal service funds in HB 2. The executive is
proposing a rate increase for the human resource information system
internal service fund
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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 13.75 13.75 13.75 13.75
Personal Services 1,164,368 1,250,247 1,265,494 1,338,113 1,343,543
Operating Expenses 505,910 439,432 440,115 391,064 391,149
Debt Service 283 283 377 377 377
Total Expenditures $1,670,561 $1,689,962 $1,705,986 $1,729,554 $1,735,069
General Fund 1,670,561 1,689,962 1,705,986 1,729,554 1,735,069
Total Funds $1,670,561 $1,689,962 $1,705,986 $1,729,554 $1,735,069
Total Ongoing $1,670,561 $1,689,962 $1,705,986 $1,729,554 $1,735,069
Total OTO $0 $0 $0 $0 $0

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

The State Human Resources Division is funded in HB 2 with general fund. The HB 2 modified budget of $1.7 million was
98.9% expended as of the end of FY 2020. This is in line with anticipated expenditures at the end of the fiscal year.

FY 2020 Appropriations Compared to FY 2021 Appropriations

Overall, the FY 2021 appropriation is approximately $16,000 or 0.9% higher than the FY 2020 appropriation. The FY 2020
and FY 2021 appropriations are not significantly different. The minor difference is primarily due to the pay plan allocation
in each fiscal year.

Executive Request

The State Human Resources Division is requesting an increase of approximately $24,000 in FY 2022 and $29,000 in FY
2023 above the FY 2021 base appropriations. The proposed increases are due to the statewide present law adjustments
for personal services and indirect costs paid to the Director's Office. The proposed increases are partially offset by
requested reductions in fixed costs, inflation/deflation, and operational efficiency gained by using ServiceNow.

Program Personal Services

Personal services comprise $1.3 million or 74.2% of total FY 2021 appropriations. The executive proposes an increase of
approximately $73,000 in FY 2022 and $78,000 in FY 2023. The table below shows the total adjustments for each personal
services category.
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Figure 36
Department of Administration
State Human Resources Division
FY 2022 Statewide Present Law Adjustment for Personal Services

Expected Changes $ 40,587
Management Decisions 32,032
Budget Modifications -
Total Present Law Adjustment $ 72619

Expected changes comprise the majority of the increase in the statewide present law adjustment for personal services.
The remainder of the increase is due to management decisions.

LFD The increase related to management decisions is partly due to 0.50 FTE being included in the HB 2 budget
COMMENT and it should have been included in the HRIS proprietary fund. The executive will be correcting this in its
December 15th submission of the Governor’s budget.

Funding

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

Department of Administration, 23-State Human Resources 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 3,464,623 0 0 0 3,464,623 28.94 %
State Special Total $0 $0 $0 $0 $0 0.00 %)
Federal Special Total $0 $0 $0 $0 $0 0.00 %
06525 Intergovernmental Training 0 0 921,579 0 921,579 10.83 %
06559 Group Benefits Claims A/C 0 0 708,332 0 708,332 8.33%
06563 HR Info Services 0 0 6,878,510 0 6,878,510 80.84 %
Proprietary Total $0 $0  $8,508,421 $0  $8,508,421 71.06 %)
Total All Funds $3,464,623 $0 $8,508,421 $0 $11,973,044

HB 2 Appropriations

The general fund appropriations in HB 2 support the Human Resources Policy and Programs Bureau. This bureau
establishes the human resource rules, policies, and standards for Montana’s executive branch.

Non-Budgeted Proprietary
The majority of the State Human Resources Division’s operations are supported by proprietary funds. This includes:

» Professional Development Center (PDC)
* Human Resource Information Services (HRIS) Bureau

The PDC is supported through fees in the form of tuition paid by state agencies that enroll employees in various classes
provided by the PDC and fees for other services offered by the PDC. The HRIS Bureau is funded through a fee charged
to state agencies for each employee payroll processed in a pay period. Both funds are considered and approved as rates
charged to other state agencies and are discussed in the Proprietary Rates section of the narrative.
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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 1,705,986 1,705,986 3,411,972 98.48 % 1,705,986 1,705,986 3,411,972 98.48 %
SWPL Adjustments 21,022 26,553 47,575 1.37% 21,022 26,553 47,575 1.37 %
PL Adjustments 2,546 2,530 5,076 0.15% 2,546 2,530 5,076 0.15%
New Proposals 0 0 0 0.00 % 0 0 0 0.00 %
Total Budget $1,729,554 $1,735,069 $3,464,623 $1,729,554 $1,735,069 $3,464,623

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 72,619 0 0 72,619 0.00 78,049 0 0 78,049
DP 2 - Fixed Costs
0.00 (51,556) 0 0 (51,556) 0.00 (51,470) 0 0 (51,470)
DP 3 - Inflation Deflation
0.00 (41) 0 0 (41) 0.00 (26) 0 0 (26)
DP 4 - Allocate Department Indirect/Administrative Costs
0.00 5,420 0 0 5,420 0.00 5,404 0 0 5,404
DP 5 - ServiceNow
0.00 (2,874) 0 0 (2,874) 0.00 (2,874) 0 0 (2,874)
Grand Total All Present Law Adjustments
0.00 $23,568 $0 $0 $23,568 0.00 $29,083 $0 $0 $29,083

*"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
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pool, etc. The rates charged for these services are approved in the section of the budget that provides the services.

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 an increase in general fund 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.

DP 5 - ServiceNow -

The executive requests a decrease in general fund because of the purchase of ServiceNow licenses and programs for
the 2023 biennium. The State Human Resources Division is anticipating operating efficiencies and other savings by using
ServiceNow.

Other Issues -

Proprietary Rates

The State Human Resources Division provides the following programs funded through proprietary rates:

» Professional Development Center
* Human Resources Information Services Bureau

Professional Development Center / Training Program - 06525

Proprietary Program Description

The Professional Development Center program provides training and related services throughout locations in the state of
Montana. The PDC offers training directed towards improving state practices, meeting state and federal regulations, and
providing professional services such as facilitation, mediation, or curriculum design. The statutory authority for this program

comes from 2-18-102, MCA.

The PDC also contracts with individual agencies to provide training for their staff. The agency schedules, promotes, and
provides the facility for training. The PDC provides the instruction and class materials.

The program is an internal service fund and has 3.00 FTE.
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 PDC/training program fund.

LFD Budget Analysis A-207 2023 Biennium
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2023 Biennium Report on Internal Service and Enterprise Funds
Fund Fund Name Agency # Program Name
06525 Intergovemmental Training otate Human Resources Division
Actual Budgeted Proposed Proposed
FY 20 Y21 FY 22 FY 23
Operating Revenues
Fees and Charges
Fee Revenue A 362,136 370,000 415,000 415,000
Fea Revenue B 90 48.500 2,500 2.500
Other Operating Revenues
Total Operating Revenues 362 226 413 500 417 500 417 500
Expenses
Personal Senices 208,562 287 480 305,812 308,715
Other Operaling Expense 208,968 144,059 154,461 153,859
Total Operating Expense 417,530 431,539 460,273 460,574
Operating Income (Loss) {55,303) {13.039) {42.773) {43,074)
Nonoperating Revenues
Nonoperating Expenses
Total Nonoperating Revenues (Expenses) - -
Income (Loss) Before Contributions and Transfers {55,303) {13,039) {42.773) (43.074)
Capital Contributions
Transfers In 72923 47 400 62 400 62 400
Transfers Out
Loans and Lease Payments (13} (I6E) (36E) (366)
Change in Net Position 17.611 33.99% 19,261 18,960
Beginning Net Position - July 1 26 4147 44028 78,023 ar.284
Prior Period Adjustments
Change in Net Position 17.611 33.995 19.261 18,960
Ending Net Position - June 30 44,028 78,023 97,284 116,244
LFD Budget Analysis A-208 2023 Biennium
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Expenses

The executive proposes to increase total expenses by approximately $29,000 each fiscal year 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 37
Department of Administration
State Financial Services Division
Professional Development Center Fund
Proposed Changes for the 2023 Biennium in the Budgeting System
FY 2022 FY 2023

Personal Services
Statewide Present Law Adjustment - Personal Services $ 18332 § 19.235
Personal Services Total 18,332 19,235

Operating Expenses

Statewide Present Law Adjustment - Fixed Costs 10,455 9,829
Statewide Present Law Adjustment - Inflation/Deflation (73) (46)
Allocate Indirect/Administrative Costs 1,006 1,003
ServiceNow (651) (651)
Operating Expenses Total 10,737 10,135
Total Proposed Increase $ 29.069 § 29.370

This proposed increase is primarily due to the statewide present law adjustment for personal services and fixed costs. Of
the approximately $10,000 increase in fixed costs in FY 2022 and FY 2023, approximately $7,300 is due to SITSD costs.
The PDC anticipates holding more virtual classes, which is causing the increase in SITSD costs.

The statewide present law adjustment for personal services increases appropriations by approximately $18,000 in FY 2022
and $19,000 in FY 2023. There are primarily two reasons for this increase, which include:

* One position was vacant in the snapshot for the last biennium and filled for the 2023 biennium snapshot. Vacant
positions are not included in the budget at the full market rate, so when this position was filled the pay rate
increased

+ One position received a market adjustment to align the pay rate for this position with peers having similar duties

Revenues
Funding for the PDC is generated through two rates:

+ Open-enroliment fees, which are a per-person tuition charged for attendance. Tuition rates are based on two
factors: projected attendance and competitive pricing. Tuition rates for the 2023 biennium are based on the
proportion of fixed and personal services costs to the overall anticipated program cost. The amount per person
varies by length of the course and number of people attending from a single agency

« Contract fees, which are a flat fee charged for providing a service. The amount per service varies by length of the
service and number of services arranged in a single contract

Proprietary Rates

The figure below shows the rates proposed by the executive for the 2023 biennium. The rates charged in the 2021 biennium
are shown for comparison purposes. The executive is not proposing rate change from the 2021 biennium.

LFD Budget Analysis A-209 2023 Biennium
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Figure 38

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

Actual Budgeted | Proposed | Proposed
FY 2020 FY 2021 FY 2022 FY 2023

Fee Description:

Open Enrollment Courses

Two-Day Course (per participant) $190 $190 $190 $190
One-Day Course (per participant) $123 $123 $123 $123
Half-Day Course (per participant) $95 $95 $95 $95
Eight-Day Management Series (per participant) $800 $800 $800 $800
Six-Day Management Series (per participant) $600 $600 $600 $600
Four-Day Management Series (per participant) $400 $400 $400 $400

Contract Courses

Full Day Training (flat fee) $830 $830 $830 $830
Half Day Training (flat fee) $570 $570 $570 $570
Computer Maintenance Charge (course specific) $10 $10 $10 $10

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.

Human Resources Information System Bureau (HRIS) - 06563
Proprietary Program Description

The HRIS Bureau operates the SABHRS-HR payroll, benefits, and human resources system to process, distribute, report,
and account for payroll, benefits, and associated withholding and deductions for almost 14,000 state employees in the
executive, legislative, and judicial branches. The bureau is also responsible for the administration and maintenance of the
State of Montana Recruitment System (SOMRS) which is used by all state agencies in the recruitment and selection of
applicants.

The bureau establishes and maintains standards, processes, and procedures to be followed by state agencies in preparing
and submitting payroll, benefits, and related HR data into the system. The system operated by the bureau provides
information and processing in support of division and statewide functions and programs, including employee benefits (group
insurance, FSA, ACA compliance, deferred compensation, and pension), classification, pay, labor relations, policy and
training.

The program staff consists of 21.25 FTE. Statutory authority is 2-18-401, MCA, and 2-18-403, MCA.
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 HRIS fund.

LFD Budget Analysis A-210 2023 Biennium
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2023 Biennium Report on Internal Service and Enterprise Funds
Fund Fund Hame Agency # Program Name
06563 Human Resources 61010 State Human Resources Dmision
Information Senices
Actual Proposed Proposad Proposed
FY 20 FY 21 Fy 22 FY 23
Operating Revenues
Fees and Charges
Revenue from HRIS Fees 3,228 135 3241775 3,597,099 3,607 489
Revenue from HCBD 160,000 120,000
Other Operating Revenues
Revenue A 29 500 S00
Total Operating Revenues 3,388,164 3,361,775 3,587 5499 3,607,989
Expenses
Personal Services 2,151,413 2,141,480 2,079,615 2,083,298
Other Operating Expense 1,264,902 1,312,427 1,399,234 1,314,373
Total Operating Expense 3,416,315 3453907 3,478,849 3,397,671
Operating Income (Loss) {28,151) 92,132) 118,750 210,318
Monoperating Revenuas
MNanoperating Expansas
Total Nonoperating Revenues (Expenses) - -
Income [Loss) Before Contributions and Transfers {28.151) (92.132) 118,750 210,318
Capital Contributions
Transfers In
Transfers Out
Loans and Lease Payments (36) (995) (995) (995)
Change in Net Position (28.187) (33,127) 117,755 209,323
Beginning Net Position - July 1 216,760 175,813 82 686 200,441
Prior Penod Adjustments (12,760)
Change in Met Position {28.187) {93.127) 117,755 209,323
Ending Net Position - June 30 175,813 82 686 200,441 409,764

LFD Budget Analysis A-211 2023 Biennium



61010

- Department Of Administration 23-State Human Resources Division

Expenses

The executive proposes a decrease of approximately $202,000 in FY 2022 and $283,000 in FY 2023 when compared to
the FY 2021 base year. The following figure shows the changes as proposed by the executive as reflected in the budgeting

system.

Figure 39
Department of Administration
State Financial Services Division
Human Resources Information System Fund
Proposed Changes for the 2023 Biennium in the Budgeting System
FY 2022 FY 2023

Personal Services
Statewide Present Law Adjustment - Personal Services $ (104.574) $ (100.891),
Personal Services Total (104,574) (100,891)

Operating Expenses

Statewide Present Law Adjustment - Fixed Costs 113,895 26,937
Allocate Indirect/Administrative Costs (3,781) (3,807)
ServiceNow (4,717) (4,717)
HRIS Online Learning System 80,000 80,000
Software Contract Increases 42,455 44,578
Adjust HRIS Operating Budget (325.000) _ (325.000)
Operating Expenses Total (97,148) (182,009)
Total Proposed Decrease $ (201,722) $ (282,900)

The requested decreases are primarily due to:

The statewide present law adjustment for personal services that reduces the budget by $105,000 in FY 2022 and
$101,000 in FY 2023. The bureau had several positions that were vacant due to resignations and a retirement.
These positions were reclassified, and new staff members were hired at a lower pay rate. Additionally, 1.50 FTE
were transferred out of the HRIS Bureau (Note: 0.50 FTE was included in HB 2 and should have been included in
this proprietary fund. The executive is correcting this in the December 15th budget submission)

The present law adjustment to the operating budget that reduces appropriations by $325,000 each fiscal year.
The HRIS Bureau no longer contracts with the Health Care and Benefits Division to provide certain payroll
services. This reduction in the operating budget reflects the costs associated with administering this contract

These decreases are partially offset by proposed increase due to:

A statewide present law adjustment in FY 2022 of approximately $87,000 for audit costs

Present law increases of approximately $42,000 in FY 2022 and $45,000 in FY 2023 for the Oracle software
contract. A 5.0% increase in license fees and maintenance costs are projected. License, subscription, and
maintenance fees are needed for continued support and updates to the enterprise’s payroll, benefit administration,
time and labor, human resources, recruitment, and talent management products supporting SABHRS-HR

New proposal increases of approximately $80,000 in each fiscal year for an online learning system. The online
enterprise learning management system costs are going to be paid for by the HRIS Bureau starting May 2021.
The costs were previously paid for by SITSD but are going to be transferred to HRIS

Revenues

HRIS fees charged to state agencies are determined by projecting the cost of operating the HRIS program through the
next biennium. HRIS rates are set as a fixed cost and allocated out to each agency based on the number of paychecks
processed during the two prior fiscal years.
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Proprietary Rates

The figure below shows the rates proposed by the executive for the 2023 biennium. The rates charged in the 2021 biennium
are shown for comparison purposes. The executive is proposing rate increases of approximately 12.4% when compared to

the base year of FY 2021.

Figure 40

Fee Description:

HRIS Fees (per employee process per pay period) $

Requested Rates for Internal Service or Enterprise Funds

Fee/Rate Information

Estimated | Estimated | Proposed | Proposed
FY 2020 | FY 2021 | FY 2022 | FY 2023
889 $§ 889 $ 999 $ 999

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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