58010 - Department Of Revenue 05-Information Management & Collections 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 8,504,394 9,548,765 1,044,371 12.28 %
Operating Expenses 3,805,075 4,038,477 233,402 6.13%
Capital Outlay 150,426 0 (150,426) (100.00)%
Local Assistance 2,000,000 0 (2,000,000) (100.00)%
Debt Service 5,924 7,482 1,558 26.30 %
Total Expenditures $14,465,819 $13,594,724 ($871,095) (6.02)%
General Fund 14,325,615 13,454,504 (871,111) (6.08)%
State/Other Special Rev. Funds 106,960 106,974 14 0.01%
Proprietary Funds 33,244 33,246 2 0.01%
Total Funds $14,465,819 $13,594,724 ($871,095) (6.02)%
Total Ongoing $14,465,819 $13,594,724 ($871,095) (6.02)%
Total OTO $0 $0 $0 0.00 %

Program Description

The Information Management and Collections Division provides consistent service to Montana citizens, businesses, and
nonresident taxpayers through business licensing coordination, collection of delinquent accounts, and data and remittance
processing operations.

The Other Agency Debts Program provides statewide collections services to other state agencies, local governments,
universities, and colleges. The Collections Bureau manages collections of the department’s delinquent debts and provides
collection services to other state agencies and local governments. The Information Management Bureau ensures secure
handling and processing of taxpayer information, payments, and data in electronic or paper form. The bureau is organized
into four units: Account Maintenance and Cashiering, Information Capture, Electronic Services (E-Services), and Mail and
Imaging.

Program Highlights

Information Management & Collections Division
Major Budget Highlights

» The Information Management & Collections Division’s 2023 biennium
budget request is approximately $871,000 or 6.0% less than the 2021
biennium budget. The executive proposal includes:

o Decreases are primarily due to local assistance funds for
HB 715 being used entirely in FY 2020

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.
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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 71.95 71.95 71.95 71.95
Personal Services 3,885,920 4,067,397 4,436,997 4,768,169 4,780,596
Operating Expenses 1,839,792 1,840,324 1,964,751 2,014,828 2,023,649
Capital Outlay 149,456 150,426 0 0 0
Local Assistance 0 2,000,000 0 0 0
Debt Service 2,181 2,183 3,741 3,741 3,741
Total Expenditures $5,877,349 $8,060,330 $6,405,489 $6,786,738 $6,807,986
General Fund 5,807,254 7,990,236 6,335,379 6,716,628 6,737,876
State/Other Special Rev. Funds 53,474 53,473 53,487 53,487 53,487
Proprietary Funds 16,621 16,621 16,623 16,623 16,623
Total Funds $5,877,349 $8,060,330 $6,405,489 $6,786,738 $6,807,986
Total Ongoing $5,877,349 $8,060,330 $6,405,489 $6,786,738 $6,807,986
Total OTO $0 $0 $0 $0 $0

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

Information Management & Collections Division expended 72.9% of its $8.1 million FY 2020 modified HB 2 budget.
Personal services are lower than anticipated in the budget due to turnover. HB 636 changed the process and requirements
for protested taxes beginning in FY 2020. HB 715 provided a 2021 biennial appropriation of $2.0 million to reimburse
local taxing jurisdictions if it was determined that the value of centrally assessed or industrial properties were less than
75.0% of the original assessed value. In FY 2020, the Information Management & Collections Division did not make any
reimbursements to local taxing jurisdictions.

FY 2020 Appropriations Compared to FY 2021 Appropriations
Personal services FY 2021 appropriations are higher than FY 2020 appropriations for two reasons:

+ The pay plan approved by the 2019 Legislature
« Transfer of $268,000 in FY 2020 personal services appropriations to the Technology Services Division

Operating expenses are lower in FY 2020 than in FY 2021 mainly due to transfer of $152,000 in authority out of operating
expenses and into capital outlay and debt service.

Local Assistance appropriations are lower in FY 2021 than in FY 2020. Appropriations of $2.0 million in local assistance for
HB 636, which revised laws related to protested taxes, were provided to the Information Management Collections Division
from HB 715 in FY 2020. The entire $2.0 million 2021 biennial appropriation, and although established in FY 2020 the
appropriation may be used in either year of the biennium.

Executive Request

The Information Management and Collections Division budget proposed by the executive is $871,000 or 6.0% less than the
2021 biennium budget.

Personal services were $4.4 million or 69.3% of total FY 2021 appropriations. The executive proposes increases in general
fund above the FY 2021 base, totaling approximately $331,000 in FY 2022 and $344,000 in FY 2023. This change is
primarily due to increases from 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 $2.0 million or 30.7% of total FY 2021 appropriations. The executive proposes
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increases in general fund above the FY 2021 base, totaling approximately $50,000 in FY 2022 and $59,000 in FY 2023.
This change is primarily due to increases from the statewide present law adjustment for fixed costs and rental and parking
increases, which will be discussed in detail in the Present Law Adjustments section below.

Program Personal Services
Personal services were $4.4 million or 69.3% of total FY 2021 appropriations for the Information Management and
Collections Division. The executive proposes statewide present law increases of approximately $331,000 in FY 2022 and

$344,000 in 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
» A reorganization and program transfer that moved 18.00 FTE and the corresponding budget appropriations from
the Information Management and Collections Division to the Directors Office
« A program transfer of 6.00 FTE and approximately $364,000 in personal service funds to the Property Assessment
Division
Funding

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

Department of Revenue, 05-Information Management & Collections 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 13,454,504 0 0 0 13,454,504 95.19 %
02025 Unclaimed Property 52,272 0 0 0 52,272 48.86 %
02088 SSR Administrative Funds 54,702 0 0 0 54,702 51.14 %
02587 State School Oil & Gas Distrib 0 0 0 0 0 0.00 %
State Special Total $106,974 $0 $0 $0 $106,974 0.76 %
03802 CARES Act 0 0 0 0 0 0.00 %
Federal Special Total $0 $0 $0 $0 $0 0.00 %|
06005 Liquor Division 33,246 0 0 0 33,246 5.80 %
06554 Bad Debt Collection Services 0 0 539,474 0 539,474 94.20 %
Proprietary Total $33,246 $0 $539,474 $0 $572,720 4.05 %)
Total All Funds $13,594,724 $0 $539,474 $0  $14,134,198

HB 2 Authority

General Funding

The Information Management and Collections Division if funded primarily by the general fund.

State Special Revenue Funding

State special revenue funds the division’s administration of the livestock per capita fee and medical marijuana tax, and for
support of the unclaimed property program. Further explanation for the unclaimed property fund is done in the Business
and Income Taxes Division.
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Proprietary Funding

The finances of the bad debt collection services are funded with proprietary funds which will be discussed in the Proprietary

Rates Section.

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 6,335,379 6,335,379 12,670,758 94.17 % 6,405,489 6,405,489 12,810,978 94.23 %
SWPL Adjustments 372,732 385,274 758,006 5.63 % 372,732 385,274 758,006 5.58 %
PL Adjustments 8,517 17,223 25,740 0.19% 8,517 17,223 25,740 0.19%
New Proposals 0 0 0 0.00 % 0 0 0 0.00 %
Total Budget $6,716,628 $6,737,876  $13,454,504 $6,786,738 $6,807,986  $13,594,724

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
0.00 331,172 0 0 331,172 0.00 343,599 0 0 343,599
DP 2 - Fixed Costs
0.00 41,564 0 0 41,564 0.00 41,678 0 0 41,678
DP 3 - Inflation Deflation
0.00 (4) 0 0 (4) 0.00 3) 0 0 (3)
DP 504 - IMCD Rent (Non-DOA) Increase
0.00 7,508 0 0 7,508 0.00 15,165 0 0 15,165
DP 506 - Parking Increase (50% of Donovan Parking)
0.00 1,009 0 0 1,009 0.00 2,058 0 0 2,058
Grand Total All Present Law Adjustments
0.00 $381,249 $0 $0 $381,249 0.00 $402,497 $0 $0 $402,497

*"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:
1. Expected changes

2. Personal services management decisions
3. Modifications made to the personal services budget in the 2021 biennium
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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 504 - IMCD Rent (Non-DOA) Increase -

The executive requests an increase in general fund for the Department of Revenue, Information Management and
Collections Division for the 2023 biennium to pay for contractual rent increases for existing lease obligations at the Donovan
Building.

DP 506 - Parking Increase (50% of Donovan Parking) -

The executive requests an increase in general fund for the Department of Revenue, Information Management and
Collections Division for the 2023 biennium to pay for increases in rates for downtown parking in Helena.

Other Issues -

Proprietary Rates

Fund 06554 — Collection Services Program
Proprietary Proposed Budget
The following 2023 Biennium Report on Internal Service and Enterprise Funds for fund 06554 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
6554 IMCD Collection Senices 58010 Department of  Information Management &
Revenue Collect. Div.
Actual Estimated Proposed Proposed
FYy 20 Fy 21 Fy 22 FY 23
Operating Revenues
Fees and Charges
Fee Revenue A 250,012 193,341 280,12 273,900
Total Operating Revenues 290,012 193,341 280,12 273,900
Expenses
Personal Senvices 166,970 191,701 199,101 199,101
Other Operating Expense
Expense A 76,080 76,080 76,841 77,609
Total Operating Expense 243,050 267781 275,942 276,710
Operating Income (Loss) 46,962 -4 441) 14,070 -2.810
Change in Net Position 46,962 74,440 14,070 -2,810
Beginning Net Position - July 1 224 439 271,401 196,961 211,031
Prior Period Adjustments
Change in Met Position 45,962 74,4410 14,070 -2.810
Ending Net Position - June 30 271,401 196,961 211,031 208,221

Proprietary Program Description

Montana law authorizes the Department of Revenue to assist other agencies in the collection of delinquent accounts.
The department retains a percentage of these collections for the costs of assistance in conjunction with 17-4-103 (3)(a),
MCA. The department established the Collections Services Program, which includes 3.50 FTE, to administer its statutory
responsibilities under Title 17, chapter 4, MCA. These responsibilities include providing collection services for the purpose
of centralizing debt collection for the State of Montana.

Proprietary Program Narrative

Expenses

The Department of Revenue is currently authorized to charge a commission rate up to 5.0% for its collection services,
excluding the collection of overpaid child support payments made to custodial parents and collection of delinquent child
support payments from noncustodial parents. The commissions collected are used to pay the expenses of the Collection
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Services Program. On average, approximately 74.0% of the expenditures are paid in salaries and benefits with the
remaining expenditures representing operating expenses of the program.

Revenues

Administration of this program has required a minimum of a 9-month working capital balance due to the timing of program
collections through offset of other state monies, as the program collects the largest amount of revenues on delinquent
accounts during the income tax season and the hunting permitting season.

Proprietary Rates

For the 2023 biennium, the following rates are proposed by the executive. The rates are charged in the base year, and
rates paid state agencies in FY 2020 and FY 2021 are shown for comparison purposes.

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

Actual|Estimated |Proposed |Proposed
FY20| FY 21 FY 22 FY 23

Fee Description: 4.5% 3.0% 4.5% 4.3%

The executive requests a commission rate of 4.5% in FY 2022 and 4.3% in FY 2023. Based on the projections above,
net position will be reduced by approximately $2,800 in FY 2023. This will provide the department with approximately nine
months’ worth of working capital. It is necessary to maintain a nine-month working capital balance to pay expenses as they
are incurred as most of commission revenue is not collected until the income tax filing season each year, some six to nine
months after the start of the fiscal year. The department will continue to evaluate the commission rate as actual revenues
and expenditures are received and incurred to maintain the working capital balance at the appropriate level.

Exemptions from this rate is collection of overpaid child support payments made to custodial parents or collection of

delinquent child support payments from noncustodial parents. Commissions associated with child support payments are
charged against a separate general fund appropriation designated by the legislature in a prior legislative session.
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