


Budget Update Monday and Tuesday 

HB 20-ARPA 

Missouri received roughly $2.6 billion in ARPA funding and was required to allocate the funds by the end of calendar year 2024. All the funds must also be fully expended by the end of calendar year 2026 or be returned to the federal government. No changes to the usage of the funds may be made at this juncture and of the $2.6 billion roughly $1.2 billion has been spent. There is currently a $150 million ARPA placeholder within HB 2 which is where any unexpended ARPA funding will be funneled, freeing up an equal amount of general revenue. Budget Director Dan Haug informed the committee that pre-pandemic the state’s budget was made up of 1/3 GR, 1/3 Federal funding and 1/3 from fees (lottery, transportation, etc) and as the $2.6 billion is spent down over the next two years the budget should return closely to this formula again. 

Committee members questioned the state employee pay raises and learned the raise can be earned for every two years of consecutive service up to 10% and caps out at 20 years. There is no additional COLA adjustment planned for now with the exception for employees who work at 24-7 facilities such as veterans homes, youth services facilities and mental health hospitals. Committee members also have requested each department supply them with a list of how many employees currently work from home or have some kind of hybrid arrangements. 

HB 17-Reappropriations 

Committee member questions were mostly technical in nature and focused on why requests from FY22 were still being included and at what point they cease funding these projects. Committee members were also surprised to learn this particular appropriation book is continually readjusted through the legislative budget process as some expenditures are ongoing. A lot of confusion has stemmed from the committee not understanding how the new accounting system works and the lack of detail on certain projects not being able to be added in a timely manner. Many committee members expressed frustration at not understanding how the reappropriation process works and have asked for status updates on each project listed. 

HB 18-Maintenance and Repair 

The majority of the requests contained in this budget book are funded through the facilities and maintenance and reserve fund (FMRF). This is constitutionally mandated fund that utilizes general revenue (GR) and other federal funds. Per the constitution, 1% of net general revenue collections from the immediate proceeding fiscal year are transferred from GR to FMRF. FMRF funds cannot be utilized for maintenance and repair for Conservation or MoDOT. The committee was informed a 10% cost overrun is built into every project’s contract. Maintenance and repair projects can build up over time and some projects have been in line for nearly 10 years. The projects are reviewed every two years and adjusted as needed. 



HB 19-Construction Renovation 

· $50 million GR for construction of a new radio isotope science center at the University of Missouri-Columbia 
Committee members want to know how much federal money is also going to be spent and if there is any private investment. Specifically, members had concerns this was a major state investment that would only enrich pharmaceutical companies. They are not comfortable approving the project without a complete plan in place. 
· 19.010 $52 million GR for the Missouri State Penitentiary redevelopment 
	Committee members were informed after the initial state investment there are funding sources from tourists that can sustain the site. ($100 million is the estimated total cost and the project has been broken into two phases). Committee members questioned if there are any private investors or city involvement. Representative Chappell stated there is a better use of these funds at other active prison sites and the state should just let the old prison fall down. 
· 19.015 $23.9 million MDA bonds to build a livestock support barn and $31 million MDA bonds for an arena stalling barn  
	Representative Cupps stated there is no way any events that are held at the state fair grounds will ever generate the kind of revenue needed to fully pay the bonds off and the state will be left having to cover the debt service. It was also noted there is no plan in place for ongoing maintenance needs. 
· 19.038 $6 million for a childcare facility for police officers in St. Louis 
	Representative Del Taylor asked questions regarding the site location and where it specifically will be located.

No other questions about any other items located within this budget book were asked by committee members. 

HB 5-OA

· 5.010 Electronic Monitoring Pilot $4 million 
Committee members questioned why this particular program is housed in OA’s budget and not in public safety or the judiciary where it clearly belongs. The vendor works directly with the judiciary for the program. 

The committee questioned OA for over an hour regarding the new accounting system and why the full implementation is being delayed and the concerns they have regarding the funding requests for additional staff to fix ongoing problems. There were also concerns raised over the vendor, Oracle, and the updates not being given to the legislature in a timely manner. Quarterly updates were supposed to be provided but have been intermittent at best. The final phase of the accounting upgrade should be fully implemented by December 2026. 

Additional committee questions centered on how the CRE is developed and the appropriation needed to arrive at the CRE. Representative Chappell suggested a new budgeting model needs to be developed to spend based on actual revenue collections and not assumed revenue collections. 
· 5.025 $1.4 million for a key management system 
	This will allow state systems to be able to communicate with key encryption without having to be entered manually. This set of a series of questions regarding cybersecurity and what the state is doing to prevent cyber-attacks.
· 5.030 $7 million for DESE IT Core 
This item set off a firestorm of questions regarding the childcare reimbursement system failure that lasted over an hour. DESE paid for that system using a direct federal grant and the contract was for a cloud service and did not go through the traditional RFP process. The committee was concerned that Worldwide Technologies was subcontracted out as a vendor as they currently have several lawsuits with Missouri. Members also stated they would be looking to overhaul the whole procurement process down to the subcontractor level. Members also voiced their frustration that ITSD was not directly involved with transitioning to the new payment system. 
· 5.030 $3.3 million for the DESE foundation formula rewrite program 
Committee members were mostly concerned a new program would delay payments to the various school districts and compared it to the childcare reimbursement “debacle.” It was then learned that OA has made an internal adjustment that, moving forward, any major change in IT systems must have ITSD involved. This set off a line of questions that again lasted for over an hour. 
· 5.085 $294,107 for the DYS Met Center relocation 
The Met has been sold to a new owner and DYS is determining if a new space needs to be found or if lease funds are going to be utilized. DYS would like the program to remain where it is as it best serves the community where it is located. 

Although this was a very lengthy hearing. The above subjects were what generated the most conversation. As OA is mostly an oversight division, with the exception of a few large IT projects, there were few concerns raised regarding the appropriation requests. Moving forward it is clear the new members on the committee have little understanding of the process and how the budget cycle affects the requests throughout the year. 
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