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INTRODUCTION

The purpose of the 2029 Biennium Outlook is to provide legislators with a preliminary analysis of the major
budget considerations for the upcoming 2029 biennium budget. The report focuses on the significant
potential state general fund expenditures through FY 2031. Although these potential expenditures exist
across all sections of the budget, this report will highlight notable budget considerations as it relates to
Section A. A statewide report will be provided to the Legislative Finance Committee and will include all
sections of the budget, revenue projections, and a preliminary view of structural balance.

METHODOLOGY

This section will provide a brief description of the methodology used for the preliminary analysis. For more
detailed information, please see the methodology appendix.

Categories for Budget Changes
The 2029 biennium outlook includes several categories for estimated budget changes, which include:

e Present law —includes adjustments for the level of funding needed to maintain operations and
services at the level authorized by the previous legislature

e Pressures from items traditionally funded by the legislature (pressure) - are those factors that are
not within the statutory definition of present law and are not included in the present law estimate,
but that the legislature is likely to be under pressure to fund. While they are not included in the
present law estimate, they are within the current level of service provided by the state or areas of
funding discussed by legislative commissions and/or committees

e Additional known pressures - generally include a higher-end estimate of a pressure or present law
adjustment or a new phase of a program that the legislature may experience pressure to fund

e Risks - include potential changes to the budget that the Montana Legislature has less control over

Statewide Estimates

Certain estimated adjustments were applied with the same methodology on a statewide basis. The most
significant areas included personal services and operating costs. These will not be discussed in detail in this
report but are included in the 2029 Biennium Outlook report to the Legislative Finance Committee and
explained in more detail in the methodology appendix.
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Growth and Opportunity Trust Non-Budgeted Transfers

HB 924 from the 2025 Session created the Montana Growth and Opportunity (GO) Trust and stipulates that
a portion of volatile revenue may be transferred into the GO Trust on an annual basis. Beginning in FY 2028,
HB 924 directs that 17.5% of volatile revenue be transferred by November 1 and 17.5% be transferred by
May 1 to the GO Trust. In HB 924, volatile revenue is defined as the sum of capital gains volatile revenue,
partnership volatile revenue, and a portion of treasury cash account (TCA) interest earnings. Under certain
conditions, the governor can reduce or eliminate, for a biennium, flows of volatile revenue into the GO
Trust. As these revenues normally flow into the general fund, these transfers are considered a general fund
expenditure. The non-budgeted authority for these transfers lies within the Department of Administration
and is a transfer from the agency to the trust; this transfer is estimated to decrease by $29.7 million in the
2029 biennium and $50.7 million in the 2031 biennium from the FY 2027 transfer.
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Budgeted General Fund Transfers

Current law has two separate general fund transfers into accounts associated with the Long-Range Building
Program (LRBP). The first transfer, outlined in 17-7-208, MCA, is to the capital development account with
this being 1.0% of unaudited general fund revenues, less current and authorized, but unissued general fund
general obligation bond debt service. This transfer is estimated to be $290,000 less than what is included in
the base budget for this in the 2029 Biennium and $6.9 million more than what is included in the base
budget in the 2031 Biennium. The second general fund transfer within the department is to the major
repairs account of the LRBP, as outlined in 17-7-222, MCA. This is calculated by taking 0.6% of the current
replacement value (CRV) of LRBP eligible buildings less dedicated revenues to the LRBP account from
cigarette taxes and coal severance taxes. This transfer is estimated to increase in both biennia, as
compared to the base, with increases of $3.8 million in the 2029 biennium and $8.5 million in the 2031
biennium. Both are considered present law as they are currently set in statute.

PRESSURES FROM ITEMS TRADITIONALLY FUNDED BY THE LEGISLATURE

Statutory Appropriations that Sunset

Local Disaster Resiliency Fund

Established through HB 424 of the 2023 Session, the local disaster resiliency fund is a statutory, general
fund appropriation of $4.0 million per year. Allowable uses of this fund include state and local mitigation
projects, nonfederal cost share for personnel performing mitigation projects, and matching funds for grants
to purchase hazard material equipment and training. In both fiscal years of the 2025 biennium, the
Department of Military Affairs utilized over 99.0% of this statutory appropriation. Current statute sunsets
this appropriation at 2027 fiscal year-end, however pressure may exist to reauthorize this statutory
appropriation at $8.0 million in each of the next two biennia.

Interest Income on Coal Severance Tax Fund

Currently in statute the Department of Commerce receives $1.8 million per year from the interest income
earned from the coal severance tax fund that flows from the coal severance fund to the general fund and is
then appropriated to the department. This appropriation is separated into five areas for specific purposes.
This includes $325,000 for the small business development center, $50,000 for small business innovative
research, $625,000 for certified regional development corporations, $500,000 for the Montana
manufacturing extension center, and $300,000 for export trade enhancement. In both fiscal years of the
2025 biennium, the Department of Commerce fully expended these appropriations. Current statute sunsets
this appropriation at fiscal year-end 2027, however, pressure may exist to reauthorize these statutory
appropriations at $3.6 million each of the next two biennia.
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RISKS

Federal Funding Reduction

Also within Section A is the risk of the reduction of funds provided by the federal government, which is not
shown in the chart above. This risk is present in three agencies within the section, Department of
Commerce, Department of Labor and Industry, and Department of Military Affairs, and are identified using
the President’s budget request, released in April 2026.

Department of Commerce

Notable risks within the Department of Commerce for potential federal funding reductions are centralized
within two divisions: Community MT and Housing MT. Within Community MT, budget proposals indicate an
elimination of two different programs: Community Development Block Grant (CDBG) and Economic
Adjustment Assistance. In the Housing MT Division, proposals eliminate the HOME Investment Partnership
Program and indicate a 5.0% reduction in the Section 8 Moderate Rehabilitation Program.

Department of Labor and Industry

Two programs within the Department of Labor and Industry are at risk of being eliminated, as indicated by
the President’s budget proposal. The Community Service Employment for Older Americans Program within
the Workforce Services Division and the Mine Health and Safety Program in the Employment Standards
Division are both fully reduced in the President’s budget proposal.

Department of Military Affairs

Risk for federal funding reductions also exists within the Disaster and Emergency Services Division of the
Department of Military Affairs. The largest portion of this potential reduction in funding is tied to Federal
Emergency Management Agency (FEMA) grants, with a portion also stemming from the Flood Mitigation
Assistance Program.

OTHER ISSUES AFFECTING SECTION A

Self-funded Health Insurance Plan

Through actuarial analysis of the state health insurance plan, expenditures are projected to outpace
revenues, which could cause an issue with required reserves within the self-funded health insurance plan.
In these projections, the deficit will continue to increase and the balance of the fund supporting the health
insurance plan will fall below the recommended reserves set by the actuary. Increased revenues from
either the state or insurance plan participants may be needed to ensure the plan can adequately cover
rising expenditures. The Legislative Fiscal Division produced an analysis that included a low-trend scenario
in present law and a high-trend scenario in additional known pressures. The present law adjustment was
calculated using a 10-year average of actual expenditure with this average growth being 4.3% for the state
plan. Using the 4.3% growth, this would be a general fund expenditure increase of $33.6 million in the 2029
biennium and $48.5 million in the 2031 biennium. There is also an additional known pressure, which adds
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4.7% to the present law adjustment for a total of 9.0% (the high-trend expenditure scenario used by the
actuarial plan). Utilizing this growth rate, general fund expenditures would increase by the present law
amount, plus an additional $29.1 million in the 2029 Biennium and $51.9 million in the 2031 Biennium.
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