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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 they relate to
Section B. 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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Medicaid Benefits and Claims (Traditional and Expansion)

Medicaid estimates amount to an additional $100.6 million general fund in the 2029 biennium and $156.7
million general fund in the 2031 biennium over the 2027 base budget. These estimates include modeled
increases for caseload based on current expenditures, adjustments for FY 2027 FMAP changes and
projected FMAP changes in future years, as well as changes resulting from federal legislation in July 2025
that have a fiscal impact on state Medicaid spending.

Caseload

Based on historical expenditure data, LFD estimates traditional Medicaid caseload expenditures will
increase by $50.8 million general fund in the 2029 biennium and $110.3 million general fund in the 2031
biennium. LFD estimates Medicaid expansion caseload expenditures will increase by $13.1 million general
fund in the 2029 biennium and $15.3 million general fund in the 2031 biennium.

Federal Medical Assistance Percentage (FMAP)

The FMAP, or federal match rate for state dollars spent on Medicaid in Montana, has been declining since
FY 2014. From FFY 2026 to FFY 2027 the federal fiscal year FMAP fell 1.46 percentage points to a FFY 2027
FMAP of 60.01%. Because the executive budget for the 2027 biennium was built with a constant federal
match of 61.47% for FFY 2026 and FFY 2027, about $22.8 million general fund has been included in FY 2028
and each year after to provide the state resources that will be needed to cover the change.
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Recent projections by Federal Funds Information for States (FFIS) show that the Montana FMAP is likely to
decrease again in FFY 2028 by 0.28%, suggesting a leveling out of federal match into the future after several
years of sharper decline. This amounts to approximately $3.9 million general fund in FY 2028. After FFY
2028, long-term trends are inconsistent with S&P Markit data. FFIS suggests future decreases, and S&P
Markit data suggest increases in FMAP. Because of this inconsistency, we have opted to keep FMAP
constant for the years following FFY 2028. Due to the leveling out of FMAP changes, any realized change,
positive or negative, would likely have minimal impact on state resources.

Federal Action Related to Medicaid (HR 1 or Public Law No: 119-21)
Major changes to Medicaid program administration were passed into federal law in July 2025 and the

expenditure projections reflect these changes.

e Community engagement requirements were mandated in federal law for many individuals
enrolled in Medicaid expansion. The expenditure projections include a reduction of $11.7
million general fund in the 2029 biennium and $13.4 million general fund in the 2031
biennium because of this change. Estimates are based on average monthly costs per enrollee
for Medicaid expansion and DPHHS enrollment assumptions laid out in the waiver submitted
to the Centers for Medicare and Medicaid Services (CMS)

e Cost sharing is now mandated for Medicaid expansion to take effect starting in FY 2029. The
expenditure projections include a decrease to both state and federal funding to reflect this
change including a reduction of $5.9 million general fund in the 2029 biennium and $16.6
million general fund in the 2031 biennium

Supplemental Nutrition Assistance Program (SNAP)

HR 1 has significant impacts on the state SNAP program. Starting on October 1, 2027, states will be
obligated to pay 75.0% of SNAP administrative costs, up from the historic rate of 50.0%. This is projected to
cost the state an additional $12.9 million general fund in the 2029 biennium and an additional $13.6 million
general fund in the 2031 biennium.

The largest change to this program is the federally mandated state cost share for SNAP benefits. The total
cost share for each fiscal year is based on a state’s SNAP payment error rate for the three years prior with
higher error rates leading to a greater percentage of state obligations. The present law expenditure
projections assume a state match of 10.0%, or about $35.4 million general fund, in the 2029 biennium and
about $37.0 million general fund in the 2031 biennium. An estimate for a potentially higher match rate is
included in the “Risks” section below.
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https://www.congress.gov/bill/119th-congress/house-bill/1/text

State-Run Facilities

Additional state obligation projected for the state-run facilities totals $34.9 million general fund for the
2029 biennium and $50.8 million general fund for the 2031 biennium. This includes backfilling agency
shortfalls caused by contracted staffing as well as programmatic costs included in FY 2030 and 2031 for the
new forensic behavioral health facility project that is currently underway. The costs are partially offset by
assumed savings from DPHHS phasing in the hiring of additional state employees to replace contract
workers.

Long-Range Information Technology Fixed Costs

Several HB 10 long-range information technology projects will likely come online in the coming years.
Expenditure estimates include operations and maintenance costs for four separate systems totaling
approximately $7.8 million general fund in the 2029 biennium and $14.3 million general fund in the 2031
biennium. Projects included are listed below:

e Electronic Health Records System for the state-run facilities estimated to start incurring operating
and maintenance costs in FY 2029

e State Directory of New Hires project for the Child Support Services Division estimated to start
incurring operating and maintenance costs in FY 2028

e Public Benefits System modernization for the Human and Community Services Division estimated to
start incurring operating and maintenance costs in FY 2028

e Legacy system replacement in the Senior and Long-Term Care Division estimated to start incurring
operating and maintenance costs in FY 2028

PRESSURES FROM ITEMS TRADITIONALLY FUNDED BY THE LEGISLATURE

Behavioral Health Systems for Future Generations (BHSFG)

The behavioral health systems for future generations’ initiatives are projected to total around $88.8 million
state special revenue funds from FY 2028 to FY 2030. This includes implementation of BHSFG
recommendations approved in the 2025 Session, additional recommendations being approved, and the
continued lease of Montana State Hospital Grasslands facility. The expenditure projections assume that
these state special revenue obligations will switch to general fund in FY 2031 since the behavioral health
systems for future generations state special revenue fund is finite and without an ongoing revenue source.
The additional general fund obligation is estimated to total $34.6 million in FY 2031 with most of this
funding falling into the “Pressure” category. More information on the initiatives supported by this fund can
be found at the DPHHS website linked here.
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https://dphhs.mt.gov/futuregenerations/

Office of Public Assistance (OPA)

Federal action in July 2025 mandated that redetermination frequency for Medicaid occur every 6 months
rather than every year as in previous biennia. This added workload for the Office of Public Assistance along
with increased pressure to minimize SNAP payment error rates could lead to requests for additional
positions budgeted (PB.) A pressure of $2.3 million general fund in the 2029 biennium and $2.6 million
general fund in the 2031 biennium has been included for an additional 59.00 PB to address the potential
pressure of this additional workload.

ADDITIONAL KNOWN PRESSURES

Medicaid Benefits and Claims (Traditional and Expansion)

In addition to the present law adjustments mentioned in the section above, wage inflation adjustments are
included to account for potential provider rate pressures driven by labor cost growth. These estimates total
$41.2 million general fund in the 2029 biennium and $80.2 million general fund in the 2031 biennium
above caseload for traditional Medicaid. For Medicaid expansion, these estimates total $3.0 million general
fund in the 2029 biennium and $5.8 million general fund in the 2031 biennium above caseload.

RISKS

Supplemental Nutrition Assistance Program (SNAP)

Because of the new federal policy that state obligation for SNAP benefits is dependent on a state’s payment
error rate, the total state obligation could range anywhere from no state match to $26.3 million general
fund in a single fiscal year. The present law expenditure projections assume a state match of 10.0%
corresponding to an error rate between 8.0% and 9.9% and a state cost share of about $17.7 million. If the
error rate is 10.0% or higher, the state risks an additional obligation of $8.8 million general fund for each
year such an error rate occurs. Historically, the error rate has been below 10.0% but has been as high as
10.0% in FY 2022.
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