58010 - Department Of Revenue

SUMMARY

Agency 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.

Agency Biennium Comparison
Appropriated Requested Biennium Biennium
Budget Item Budget 20-21 Budget 22-23 Change % Change
Personal Services 90,933,624 95,725,742 4,792,118 5.27 %
Operating Expenses 28,991,931 31,292,250 2,300,319 7.93 %
Equipment & Intangible Assets 1,761,876 351,339 (1,410,537) (80.06)%
Capital Outlay 386,179 0 (386,179) (100.00)%
Local Assistance 2,000,000 0 (2,000,000) (100.00)%
Transfers 120,816 3,000 (117,816) (97.52)%
Debt Service 133,146 154,468 21,322 16.01 %
Total Expenditures $124,327,572 $127,526,799 $3,199,227 2.57%
General Fund 114,622,470 117,476,758 2,854,288 2.49%
State/Other Special Rev. Funds 1,979,898 1,987,252 7,354 0.37 %
Federal Spec. Rev. Funds 550,009 559,854 9,845 1.79 %
Proprietary Funds 7,175,195 7,502,935 327,740 4.57 %
Total Funds $124,327,572 $127,526,799 $3,199,227 2.57%
Total Ongoing $124,077,572 $127,276,799 $3,199,227 2.58 %
Total OTO $250,000 $250,000 $0 0.00 %

Mission Statement

The Department of Revenue serves Montana by providing high quality services, ensuring equity and fairness, and
constantly improving efficiency.

Please refer to the agency profile for the Department of Revenue at https://leg.mt.gov/Ifd/state-agency-profiles/department-
revenue/ for additional information about the agency’s organization structure, historical expenditures, FY 2020 expenditure
dashboard, and recent studies, audits, and legislation.

Agency Highlights

Department of Revenue
Major Budget Highlights

 The Department of Revenue 2023 biennium budget request is
approximately $3.2 million or 2.6% higher than the 2021 biennium
budget. The executive proposal includes:

o General fund increases in statewide present law
adjustments for personal services, fixed costs, and inflation/
deflation

o A one-time-only request of $250,000 for anticipated
overtime and termination payout of personal services in the
Alcoholic Beverage Control Division

o In the Property Assessment Division, an increase in state
special revenue for the property valuation improvement fund
and an increase in general fund for a new proposed NRIS/
GIS usage fixed cost to be paid to the Montana State Library

LFD Budget Analysis

A-92

2023 Biennium


https://leg.mt.gov/lfd/state-agency-profiles/department-revenue/
https://leg.mt.gov/lfd/state-agency-profiles/department-revenue/

58010 - Department Of Revenue SUMMARY

Agency Actuals and Budget Comparison

The following table compares the last full fiscal year actuals, previous biennium appropriations by year, and current annual
biennium budget request by type of expenditure and source of funding.

Agency Actuals and Budget Comparison
Actuals Approp. Approp. Request Request
Budget Item Fiscal 2020 Fiscal 2020 Fiscal 2021 Fiscal 2022 Fiscal 2023
FTE 0.00 625.67 625.67 625.67 625.67
Personal Services 43,884,638 44,488,493 46,445,131 47,787,783 47,937,959
Operating Expenses 13,816,375 13,977,811 15,014,120 15,735,459 15,556,791
Equipment & Intangible Assets 1,731,317 1,731,322 30,554 135,256 216,083
Capital Outlay 384,459 386,179 0 0 0
Local Assistance 0 2,000,000 0 0 0
Transfers 117,816 119,316 1,500 1,500 1,500
Debt Service 50,714 55,899 77,247 77,239 77,229
Total Expenditures $59,985,319 $62,759,020 $61,568,552 $63,737,237 $63,789,562
General Fund 55,237,809 57,929,546 56,692,924 58,715,925 58,760,833
State/Other Special Rev. Funds 989,947 989,944 989,954 993,626 993,626
Federal Spec. Rev. Funds 275,085 275,086 274,923 279,920 279,934
Proprietary Funds 3,482,478 3,564,444 3,610,751 3,747,766 3,755,169
Total Funds $59,985,319 $62,759,020 $61,568,552 $63,737,237 $63,789,562
Total Ongoing $59,918,709 $62,634,020 $61,443,552 $63,612,237 $63,664,562
Total OTO $66,610 $125,000 $125,000 $125,000 $125,000

Agency Discussion
FY 2020 Appropriations Compared to FY 2020 Actual Expenditures

The Department of Revenue (DOR) expended 95.6% of its $62.8 million FY 2020 modified HB 2 budget. Personal services
expenditures in FY 2020 were lower than anticipated in the budget due to employee turn-over. The 2019 Legislature
provided $2.0 million in the 2021 biennial appropriation for the Department of Revenue to implement HB 636. HB 636
revised the process for protesting taxes and requires DOR to reimburse local taxing jurisdiction if the State Tax Appeal
Board or the courts determine that the final appraised value of centrally assessed or industrial property is 75.0% or more
below the original assessed value determined by the Department of Revenue. In FY 2020 the Department of Revenue did
not reimburse any taxing jurisdictions for differences in taxable values. This appropriation is biennial and can be used in
both years of the biennium.

FY 2020 Appropriations Compared to FY 2021 Appropriations

FY 2021 total appropriations are approximately $1.2 million less than FY 2020. The primary difference is attributed to
the reduction of local assistance for the one-time-only HB 636 appropriation. There is an increase of approximately $1.3
million in personal services primarily due to a pay increase adjustment to meet the 85.0% market midpoint. In FY 2020
the Department of Revenue transferred $1.5 million in operating expense appropriations to equipment and intangible
assets to upgrade the tax system, GenTax. Therefore, this has led to the $1.0 million increase in operating expenses
and approximately $1.7 million decrease in equipment and intangible assets in FY 2021. Transfers were decreased by
approximately $118,000 due to transferring funds to finish projects that included parking lot and landscaping work at the
liquor warehouse and investigative work in FY 2021.

Comparison of FY 2021 Legislative Budget to FY 2021 Base

Figure 1 illustrates the beginning FY 2021 budget as adopted by the 2019 Legislature compared to the finalized FY 2021
base budget, which included modifications as approved by the approving authority (as authorized in statute) during the
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interim. The FY 2021 base budget was agreed upon by the executive and legislative branches to be the point from which
any changes would be recorded for the 2023 biennium budgeting process.

Figure 1
FY 2021 Legislative Appropriations - Legislative Branch
Executive % Change
Legislative Modifications Executive from
Action per Statutory Base Legislative
Authority Action

01 DIRECTORS OFFICE
61000 Personal Services 8,032,393 (1,498,414) 6,533,979 -18.7%
62000 Operating Expenses 6,722,162 (4,633,220) 2,088,942 -68.9%
68000 Transfers-out 1,500 - 1,500 0.0%
69000 Debt Service 4,500 5,913 10,413 131.4%
01 DIRECTORS OFFICE Total 14,760,555 (6,125,721) 8,634,834 -41.5%
02 TECHNOLOGY SERVICES DIVISION
61000 Personal Services - 2,977,400 2,977,400 0.0%
62000 Operating Expenses - 5,041,745 5,041,745 0.0%
02 TECHNOLOGY SERVICES DIVISION Total - 8,019,145 8,019,145 0.0%
03 ALCOHOLIC BEVERAGE CONTROL DIV
61000 Personal Services 2,442,070 - 2,442,070 0.0%
62000 Operating Expenses 585,110 (35,293) 549,817 -6.0%
63000 Equipment & Intangible Assets 30,554 - 30,554 0.0%
69000 Debt Service - 35,293 35,293 0.0%
03 ALCOHOLIC BEVERAGE CONTROL DIV Total 3,057,734 - 3,057,734 0.0%
05 INFORMATION MGMT & COLLECTIONS
61000 Personal Services 6,280,422 (1,843,425) 4,436,997 -29.4%
62000 Operating Expenses 2,681,530 (716,779) 1,964,751 -26.7%
69000 Debt Service - 3,741 3,741 0.0%
05 INFORMATION MGMT & COLLECTIONS Total 8,961,952 (2,556,463) 6,405,489 -28.5%
07 BUSINESS & INCOME TAXES DIV
61000 Personal Services 10,321,642 - 10,321,642 0.0%
62000 Operating Expenses 1,694,244 (7,558) 1,686,686 -0.4%
69000 Debt Service - 7,558 7,558 0.0%
07 BUSINESS & INCOME TAXES DIV Total 12,015,886 - 12,015,886 0.0%
08 PROPERTY ASSESSMENT DIVISION
61000 Personal Services 19,245,275 362,768 19,608,043 1.9%
62000 Operating Expenses 3,395,765 286,414 3,682,179 8.4%
69000 Debt Service 6,385 13,857 20,242 217.0%
08 PROPERTY ASSESSMENT DIVISION Total 22,647,425 663,039 23,310,464 2.9%
58010 DEPARTMENT OF REVENUE Total 61,443,552 - 61,443,552 0.0%

The 2019 Legislature enacted HB 293, providing film tax credits, and SB 200, providing for equal classification of homes on
a foundation. The Governor’s Office transferred from HB 715 authority 3.00 FTE and approximately $220,000 in personal
services to the Business and Income Taxes Division for film tax credits and 1.00 FTE and approximately $71,000 in
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personal services to the Property Assessment Division for equal classification of homes on a foundation in FY 2021. HB
715 required the funding to be included in the 2023 biennium base budget.

The Department of Revenue reorganized its organizational structure to create the Technology Services Division and
transfer the accounting, budgeting, and call center to the Director’s Office. To create the new division, the Director’s Office
transferred:

* 16.00 FTE
- $2,977,400 in personal services
» $5,041,745 in operating expenses

The Information Management and Collection Division transferred appropriations to the Director’s Office including:

+ 18.00 FTE
« $1,749,686 in personal services
+ $488,038 in operating expenses

These services were supported by:

« $9,205,194 in general fund
« $245,307 in state special revenue
- $281,183 in proprietary funds

In addition, the Department of Revenue made several program transfers of general fund between various programs as
shown in Figure 1.

Executive Request

The executive proposes an increase above the FY 2021 base of approximately $2.2 million in FY 2022 and FY 2023.
Proposed increases in general fund are primarily due to statewide present law adjustments for personal services and
operating expenses.

The executive request will be discussed in further detail at the program level.
5.0% Plan

Statute requires that agencies submit plans to reduce general fund and certain state special revenue funds by 5.0%. The
DOR 5.0% plan includes reductions totaling $2.8 million general fund and approximately $49,000 in state special revenue.
The majority of these reductions are in personal services, with all programs impacted except the Alcoholic Beverage Control
Division. Potential changes because of the 5.0% reductions include delayed hiring, slower response times for inquiries,
increased processing times for tax refunds, and delays in reviewing and updating local market values used for property tax
collections.

A summary of the entire 2023 biennium 5.0% plan submitted for this agency can be found online at the Section A
subcommittee page on “Tab D Materials.”

Agency Personal Services

In order to explain the factors influencing personal services changes, the proposed statewide personal services present law
adjustment (DP 1) has been broken down into three categories, as follows:

1. Expected Changes - This category includes those adjustments explicitly approved by the legislature, such as
expected changes to annualize personal services costs including FY 2021 statewide pay plan adjustments,
changes to benefit rates, and longevity adjustments related to incumbents in each position at the time of the
personal services snapshot, plus rate changes for workers’ compensation and unemployment insurance.
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2. Personal Services Management Decisions - Any agency management decisions that adjusted employee pay. This
includes raises or position changes that may increase or reduce a budget, such as hiring FTE at a lower rate to
replace retired senior staff, or moving FTE between programs.

3. Madifications to the Personal Services Base Budget - Other modifications to the FY 2021 personal services base
like operating plan transfers that occurred during the interim may impact the overall size of the personal services
present law adjustment (DP 1)

The figure below shows the analysis of the executive budget for personal services compared to the expected personal
services budget for each program.

Figure 2
Personal Services Present Law
DP 1 - FY 2022
Expected Management Budget
Program Changes Decisions Modifications  SWPL1
01 DIRECTORS OFFICE 297,736 (204,154) - 93,582
02 TECHNOLOGY SERVICES DIVISION 12,371 267,790 - 280,161
03 ALCOHOLIC BEVERAGE CONTROL DIVISION 74,012 48,101 - 122,113
05 INFORMATION MANAGEMENT & COLLECTIONS DIV 151,844 179,328 - 331,172
07 BUSINESS & INCOME TAXES DIVISION 303,858 130,942 - 434,800
08 PROPERTY ASSESSMENT DIVISION 842177 (763,024) 1,671 80,824
IAgency Total $ 1,681,998 § (341,017) $ 1,671 $ 1,342,652

Personal services were $46.4 million or 75.4% of total FY 2021 appropriations. In addition to the expected changes, the
Department of Revenue had management decision changes that include pay changes related to employee turnover as
well as program reorganizations. As previously mentioned, the Technology Services unit was moved out of the Director’s
Office and into its own division and the call center, accounting, and budgeting unit from the Information Management and
Collections Division moved into the Director’s Office.

The Department of Revenue estimates that it could experience up to $1.5 million in retirement payouts in the 2023
biennium. Approximately half of these payouts are in the Property Assessment Division, along with approximately $372,000
in the Business and Income Taxes Division and approximately $203,000 in the Director’s Office.

Additionally, the Department of Revenue estimates that there are 321 employees who are below the 85.0% market

midpoint. The agency estimates that it will increase personal services cost by approximately $2.9 million to increase staff
salaries to meet the 85.0% market midpoint.

Funding

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

Total Department of Revenue Funding by Source of Authority
2023 Biennium Budget Request - Department of Revenue
HB2 HB2 Non-Budgeted  Statutory Total % Total
Funds Ongoing OTO Proprietary  Appropriation All Sources  All Funds
General Fund 117,476,758 0 0 297,112,021 414,588,779 75.22%
State Special Total 1,987,252 0 0 126,011,250 127,998,502 23.22%
Federal Special Total 559,854 0 0 0 559,854 0.10 %
Proprietary Total 7,252,935 250,000 539,474 0 8,042,409 1.46 %
Other Total 0 0 0 0 0 0.00 %
Total All Funds $127,276,799 $250,000 $539,474 $423,123,271 $551,189,544
Percent - Total All Sources 23.09 % 0.05 % 0.10 % 76.77 %
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HB 2 Funding

The Department of Revenue is primarily funded with general fund, which is 75.2% of total funds in the 2023 biennium.
Proprietary funds are 1.5% of total funds and support the operation of the Alcoholic Beverage Control Division and other
divisions that support alcoholic beverage control functions or the staff of the Alcoholic Beverage Control Division.

State special revenue accounts for 23.2% of total funds and supports:

» Tobacco tax compliance activities under the Tobacco Master Settlement Agreement
» Appraisal, assessment, and taxation processes

» Administration of the unclaimed property program

* Administration of the medical marijuana tax

Federal special revenue accounts for 0.1% of total funds and supports federal mineral royalty audits.

Statutory Funding

Total funding for the agency also includes two large general fund statutory appropriations. The Director’s Office manages a
pass-through general fund appropriation for the state entitlement shares and is responsible for the statutorily appropriated
distributions of various tax revenues to local and tribal governments. These statutory appropriations are described in more
detail in the pertinent sections.

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 Item Fiscal 2022 Fiscal 2023  Fiscal 22-23 of Budget Fiscal 2022 Fiscal 2023  Fiscal 22-23 of Budget
2021 Base Budget 56,692,924 56,692,924 113,385,848 96.52% 61,443,552 61,443,552 122,887,104 96.36 %
SWPL Adjustments 1,817,143 1,753,788 3,570,931 3.04 % 1,959,827 1,903,889 3,863,716 3.03%
PL Adjustments 196,319 304,582 500,901 0.43 % 321,319 429,582 750,901 0.59 %
New Proposals 9,539 9,539 19,078 0.02 % 12,539 12,539 25,078 0.02 %
Total Budget $58,715,925 $58,760,833 $117,476,758 $63,737,237 $63,789,562 $127,526,799

HB 2 Language

The executive requests the following language be included in HB 2: "The Alcoholic Beverage Control Division has
appropriated $170.0 million in each year of the 2023 biennium from the liquor enterprise fund to maintain adequate
inventories necessary to meet statutory requirements, to pay freight costs, and to transfer profits and taxes to appropriate
accounts."
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