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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 C. 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.

General Fund

For the 2029 and 2031 biennia, general fund increase from present law and pressures is anticipated to be
about $32.3 million in the 2029 biennium and $49.5 million in the 2031 biennium. The two graphs on the
following page summarize present law and pressures on the general fund.
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GENERAL FUND PRESENT LAW

Fire Suppression

The Department of Natural Resources and Conservation (DNRC) has statutory authority to expend the
wildfire suppression state special revenue fund for fire suppression. Assuming average fire costs and
ongoing inflationary pressures, the outlook assumes fire suppression costs of $99.8 million in the 2029
biennium and $104.2 million in the 2031 biennium. The outlook includes these costs as a nonbudgeted
transfer from the general fund to the wildfire suppression account, then an expenditure from the wildlife
suppression account. Fire suppression costs are highly volatile and difficult to predict. If wildfire
suppression costs exceed the balance in the fund, additional general fund may be required beyond these
estimates.

Fire Preparation

DNRC has statutory authority to expend a limited portion of the wildfire suppression state special revenue
fund for fire preparedness, estimated to be $34.5 million in the 2029 biennium and $36.0 million in the
2031 biennium. The outlook includes these costs as a nonbudgeted transfer from the general fund to the
wildfire suppression account, then an expenditure from the wildlife suppression account.
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GENERAL FUND PRESSURES

Fire Mitigation

Statutory authority allows the DNRC to use the Wildfire Suppression State Special Revenue Fund for
mitigation activities only when the fund balance exceeds 3.0% of general fund appropriations. If the fund
balance falls below this threshold, the legislature may face pressure to appropriate additional funding for
wildfire mitigation and prevention efforts. Mitigation costs are estimated to total $23.0 million in the 2029
biennium and $24.0 million in the 2031 biennium.

Natural Resource Operations General Fund Backfill

Currently, the natural resource operations fund is backfilled with general fund sufficient to raise its balance
to a level that can support HB2 appropriations (15-38-301, MCA). The backfill will sunset after FY 2029. The
legislature may face pressure to provide general fund to continue natural resource operations at an
estimated cost of $4.3 million in 2031 biennium.

Coal Severance Tax Distribution to the Department of Agriculture

Currently, approximately $1.6 million in annual interest earnings from the Coal Severance Tax Permanent
Fund deposited in the general fund is statutorily appropriated to the Montana Department of Agriculture
under § 15-35-108, MCA. This statutory appropriation is scheduled to expire at the end of FY 2027. The
legislature may feel pressure to extend the sunset date or replace the existing funding.

The annual appropriations that will sunset include:

e Growth Through Agriculture Program: $900,000, $1.8 million per biennium
e Montana Food and Agricultural Development Program: $600,000, $1.2 million per biennium
e Montana Cooperative Development Center: $65,000, $170,000 per biennium

STATE SPECIAL REVENUE PRESSURES

Water Storage Revenue Decline

Revenue generated from the sale of electricity produced by the Broadwater Power Plant is statutorily
appropriated to support state water projects. Following the renegotiation of power sales contracts, annual
revenues available for these projects are estimated to decline by approximately $4.1 million. The 2025
legislature addressed this funding shortfall through HB 924 and HB 932; however, future legislatures may
continue to face pressure to identify additional funding sources for state-owned water storage projects.

Continue One-Time-Only funding for weed erosion control

In the last few biennia, the legislature has approved $67,000 in one-time-only state special revenue per
fiscal year for weed erosion control at fishing access sites. The legislature may face pressure to continue
this appropriation.
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RISKS

Declining Highway State Special Revenue Account Balance

HSSRA fund operates on a reimbursement basis, providing the full payments on all MDT projects prior to
federal reimbursement, which requires a substantial fund balance. The fund balance is projected to be
insufficient to provide the full federal match and maintain current service levels of state-funded activities as
soon as the 2029 biennium.
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