66020 - Department Of Labor And Industry

02-Unemployment Insurance 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 20,246,318 21,167,518 921,200 4.55%
Operating Expenses 14,204,082 14,264,433 60,351 0.42%
Debt Service 74,707 73,010 (1,697) (2.27)%
Total Expenditures $34,525,107 $35,504,961 $979,854 2.84%
State/Other Special Rev. Funds 11,768,008 12,205,909 437,901 3.72%
Federal Spec. Rev. Funds 22,757,099 23,299,052 541,953 2.38%
Total Funds $34,525,107 $35,504,961 $979,854 2.84%
Total Ongoing $34,525,107 $35,504,961 $979,854 2.84%
Total OTO $0 $0 $0 0.00 %

Program Description

The Unemployment Insurance (Ul) Division administers the state unemployment insurance law and related federal
programs, which provide temporary, partial wage replacement to unemployed workers.

The Unemployment Insurance Division operates through three bureaus:

» The Contributions Bureau is responsible for Ul employer registration, contribution rate assignments, tax and wage
report collection, wage revisions, and employer audits

+ The Claims Processing Bureau has claims processing centers in Helena and Billings that process Ul claims
(monetary eligibility, issue investigation, adjudication, and employer charging), assist with claim filing, and respond
to all Ul claim-related inquiries. The Claims Processing Bureau is also responsible for Trade Readjustment
Assistance, military, federal, and multi-state claims

» The Program Support Bureau manages the division budget and accounting and the Ul trust fund. The Program
Support Bureau is also responsible for federal reporting, benefit compliance, tax and benefit quality and program
integrity oversight, and operations support, including administrative support of the Unemployment Insurance

Appeals Board

Program Highlights

Unemployment Insurance Division
Major Budget Highlights

* The Unemployment Insurance Division’s 2023 biennium budget
request is approximately $980,000 or 2.8% higher than the 2021
biennium budget. The executive proposal includes:

o |Increases in state and federal special revenue for statewide
present law adjustments for personal services, fixed costs,
and inflation/deflation

o |Increases in state special revenue to facilitate payment of
the anticipated increases to the maintenance contract for
the Unemployment Insurance Tax System
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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 0.00 148.61 148.61 148.61 148.61
Personal Services 9,385,242 9,911,171 10,335,147 10,570,027 10,597,491
Operating Expenses 6,180,161 7,197,032 7,007,050 7,111,478 7,152,955
Debt Service 38,202 38,202 36,505 36,505 36,505
Total Expenditures $15,603,605 $17,146,405 $17,378,702 $17,718,010 $17,786,951
State/Other Special Rev. Funds 5,817,714 5,842,432 5,925,576 6,074,709 6,131,200
Federal Spec. Rev. Funds 9,785,891 11,303,973 11,453,126 11,643,301 11,655,751
Total Funds $15,603,605 $17,146,405 $17,378,702 $17,718,010 $17,786,951
Total Ongoing $15,603,605 $17,146,405 $17,378,702 $17,718,010 $17,786,951
Total OTO $0 $0 $0 $0 $0

Program Discussion -
FY 2020 Appropriations Compared to FY 2020 Actual Expenditures
The Unemployment Insurance Division expended 91.0% of its $17.1 million HB 2 modified budget in FY 2020. In order to

increase fund balance, the Unemployment Insurance Trust fund received $204.0 million from the Coronavirus Aid, Relief,
and Economic Security (CARES) Act.

LFD During the Covid-19 lockdown orders there was a large influx of Montanan’s filing for unemployment
COMMENT insurance, which resulted in the following pressures:

* An increase in personnel working for the Unemployment Insurance Division to meet the increased
unemployment insurance demand
* A substantial reduction in the unemployment insurance trust fund

During Covid-19 the Unemployment Insurance Division received emergency federal funding, which was used to cover
much of the additional personal services and operating expenses.

FY 2020 Appropriations Compared to FY 2021 Appropriations

The FY 2021 appropriations were $232,297 or 1.4% higher than FY 2020 appropriations. The most notable increase is in
personal services of approximately $424,000, due to the pay plan adjustment. However, both operating expenses and debt
services were reduced.

Executive Request

The 2023 biennium Unemployment Insurance Division budget proposed by the executive is $980,000 or 2.8% greater than
the 2021 biennium budget.

Personal services were $10.3 million or 59.5% of total FY 2021 appropriations. The executive proposes an increase in
state and federal special revenue appropriations from the FY 2021 base, totaling approximately $235,000 in FY 2022 and
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$262,000 in FY 2023. This increase is primarily due to the statewide present law adjustment for personal services, which
will be discussed in detail in the Program Personal Services section below.

Operating expenses were approximately $7.0 million or 40.3% of total FY 2021 appropriations. The executive proposes an
increase in state and federal special revenue appropriations from the FY 2021 base, totaling approximately $56,000 in FY
2022 and $47,000 in FY 2023. This increase is primarily due to the statewide present law adjustment for fixed costs and
a new proposal for the unemployment insurance tax system maintenance, which will be discussed in detail in the Present
Law Adjustments section below.

Program Personal Services

Personal services were $10.3 million or 59.5% of total FY 2021 appropriations for the Unemployment Insurance Division.
The executive proposes a statewide present law increase of approximately $235,000 for FY 2022 and $262,000 for FY
2023.

The 2023 biennium personal service statewide present law request includes expected changes and management
decisions.

The personal services management decisions include:
+ Broadband pay raises and wage changes due to employee turnover
« Pay changes related to 9.00 FTE reclassifications of positions
Funding

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

Department of Labor and Industry, 02-Unemployment Insurance Division
Funding by Source of Authority
HB2 HB2 Non-Budgeted Statutory Total % Total

Funds Ongoing OTO Proprietary  Appropriation  All Sources All Funds
General Fund 0 0 0 0 0 0.00 %
02258 Employment Security Account 11,506,471 0 0 0 11,506,471 94.27 %
02315 DLI Info Exchange/Rental 49,438 0 0 0 49,438 0.41%
02067 Montana HELP Act 650,000 0 0 0 650,000 5.33%

State Special Total $12,205,909 $0 $0 $0  $12,205,909 3.56 %
03278 Ul Penalty & Interest 1,513,050 0 0 0 1,513,050 6.49 %
03954 Ul Administrative Grants 21,786,002 0 0 0 21,786,002 93.51%
03967 Ul Reed Act 0 0 0 0 0 0.00 %
03983 COVID-19 Admin Grant 0 0 0 0 0 0.00 %
03984 COVID-19 PEUC 0 0 0 0 0 0.00 %
03986 COVID-19 FPUC 0 0 0 0 0 0.00 %
03987 COVID-19 PUA 0 0 0 0 0 0.00 %

Federal Special Total $23,299,052 $0 $0 $0 $23,299,052 6.79 %
06069 Ul Tax Benefit Fund 0 0 307,824,041 0 307,824,041 100.00 %

Proprietary Total $0 $0 $307,824,041 $0 $307,824,041 89.66 %)
Total All Funds $35,504,961 $0 $307,824,041 $0 $343,329,002

HB 2 Authority

The HB 2 funds support the administrative and operational functions of the Unemployment Insurance Division.
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State Special Revenue

The majority of the state special revenues used by the division are derived from an assessment charged to employers as a
percentage of their payroll and deposited into the employment security account.

Federal Special Revenue

Unemployment insurance administrative grants are federal funds that Montana receives for the administration of the
Unemployment Insurance Division. Montana businesses pay a federal unemployment tax that is partially used to fund these
grants.

Non-Budgeted Proprietary Funding

State unemployment taxes (SUTA) are paid into a proprietary account to fund unemployment benefits for claimants. The
amount of the tax depends on the ratio of the unemployment insurance trust fund balance to the total covered wages in
Montana and the employer’s experience. Montana uses 11 schedules with 10 contribution rates in each schedule to assess
SUTA. These funds will be discussed in the Proprietary Rates section of the narrative.

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 0 0 0 0.00% 17,378,702 17,378,702 34,757,404 97.89 %
SWPL Adjustments 0 0 0 0.00 % 289,308 308,249 597,557 1.68 %
PL Adjustments 0 0 0 0.00 % 50,000 100,000 150,000 0.42%
New Proposals 0 0 0 0.00 % 0 0 0 0.00 %
Total Budget $0 $0 $0 $17,718,010 $17,786,951 $35,504,961

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 0 80,483 154,397 234,880 0.00 0 89,894 172,450 262,344
DP 2 - Fixed Costs
0.00 0 19,257 36,941 56,198 0.00 0 16,110 30,905 47,015
DP 3 - Inflation Deflation
0.00 0 (607) (1,163) (1,770) 0.00 0 (380) (730) (1,110)
DP 201 - Ul Tax Maintenance
0.00 0 50,000 0 50,000 0.00 0 100,000 0 100,000
Grand Total All Present Law Adjustments
0.00 $0 $149,133 $190,175 $339,308 0.00 $0 $205,624 $202,625 $408,249

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

1. Expected Changes
2. Personal services management decisions
3. 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 the following: warrant
writer, motor 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 201 - Ul Tax Maintenance -

The executive requests a base appropriation adjustment to facilitate payment of the anticipated increases to the
maintenance contract for the Ul Tax System. The request is for ongoing state special revenue funding.

Other Issues -

Proprietary Rates

Fund 06069 — Unemployment Insurance (Ul) Tax Benefit Fund

Proprietary Proposed Budget

The following 2023 Biennium Report on Internal Service and Enterprise Funds for fund 06069 shows the actual and

projected revenues and expenses associated with the fund from FY 2020 through FY 2023. The report is provided as
submitted by the executive, but the LFD has edited and reconfigured the figure for clarity.
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2023 Biennium Report on Internal Service and Enterprise Funds
Fund Fund Name Agency # Agency Name Program Name
06069 Ul Tax Benefit Fund 66020 Department of Labor & Industry Unemployment Insurance Division
Actual Estimated Proposed Proposed
FY 20 FY 21 FY 22 FY 23
Operating Revenues
Fees and Charges
Investment Earnings 10,615,940 4,261,591 2,901,741 4,200,000
Premiums 114,567,726 155,403,391 244,043,900 261,083,600
Other Operating Revenues 509,293,070 413,267 464 24,053,400 23,412,620
Total Operating Revenues 634 476,738 572932446 270,999,041 288,696,220
Expenses
Other Operating Expenses 250,008,732 254,957,087 189674301 118,149,740
CoviD 496,499,464  388.596,626 -
Total Operating Expense 746,508,196 643,553,713 189,674,301 118,149,740
Operating Income (Loss) (112,031,458) (70.621,267) 81,324,740 170,546,450
Income (Loss) Before Contributions and Transfers (112,031,458)  (70.621,267) 81,324,740 170,546,430
Change in Net Position (112,031,458)  (70.621,267) 81324740 170,546,480
Beginning Net Position - July 1 349459148 238425306  167.807.039 249131779
Prior Period Adjustments 1,000,616
Change in Met Position (112,031,458)  (70,621,267) 81324740 170,546,480
Ending Net Position - June 30 235,425 306 167,807,039 249131779 419675259

Program Description

The Department of Labor and Industry collects the contributions paid by employers, based on their industry or individual
experience rate, to pay for their unemployment insurance. The department expends the funds by paying unemployment
insurance benefit claims.

Proprietary Program Narrative

Expenses

Significant costs for the program are unemployment insurance benefits paid to claimants while unemployed, including
federal withholding tax and child support payments the claimants have elected to be taken out of the benefit check.
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Revenues

The revenues received in the proprietary fund are from unemployment insurance tax collections, federal reimbursement
for claims on federal employees, military personnel, claimants in other states, and interest earnings to the unemployment
insurance trust fund. Other operating revenues in FY 2020 and FY 2021 are substantially higher than in years prior due
to the Covid-19 pandemic. The large influx in other operating revenues is due to the additional CARES and other federal
funding.

Proprietary Rates
The Unemployment Insurance Division administers the state unemployment insurance law. There is no proprietary rate but

a collection of contributions from employers that are used to pay the unemployment insurance benefits to claimants who
have involuntarily become unemployed. The rate calculation is set in statute under 39-51-1217, MCA.
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