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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 D. 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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SECTION D OUTLOOK

General Fund Present Law & Pressures
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Estimated increases in general fund expenditures related to present law (as defined above) total
approximately $58.0 million for the 2029 biennium and $129.7 million for the 2031 biennium. However,
much of this increase in present law relates to statewide adjustments to personal services and operating
expenses that were applied globally. If those numbers are removed, as they are discussed in the main
report to the LFC, the remaining general fund increases related to present law total $4.1 million in
estimated supplemental authority for FY 2027, $16.2 million for the 2029 biennium, and nearly $23.7
million for the 2031 biennium. Estimated increases in general fund related to present law are described
below.

2027 Biennium Supplemental Authority

Two agencies, the Office of State Public Defender (OPD) and the Department of Corrections (DOC), are
experiencing areas in which supplemental authority may be needed for the 2027 biennium, and it is
estimated that these increases in costs would be needed in an ongoing manner. The OPD currently
estimates a shortfall of approximately $2.0 million general fund for the 2027 biennium. As the OPD is
biennially appropriated, $1.0 million is assumed necessary in FY 2027. This amount translates to $2.1
million for the 2029 biennium and $2.2 million for the 2031 biennium.
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For the DOC, the agency is budgeted for 350 jail holds. However, the department has been utilizing
between 440 — 470 jail holds throughout the 2027 biennium on average. It is estimated the DOC will be
short approximately $3.1 million general fund in FY 2027 assuming an average daily population in jail holds
of 450. This translates to about $6.4 million additional general fund needed for the 2029 biennium, and
$6.7 million additional general fund needed for the 2031 biennium.

Interim Offender Populations During Capacity Construction

The DOC is currently in the process of assessing and constructing additional prison capacity that was
provided for by the legislature during the 2023 Session and the 2025 Session. As of May 2026, the DOC was
utilizing approximately 470 jail beds and 600 out-of-state secure beds in Mississippi.

New capacity is aimed at minimizing the use of these resources. New capacity for males includes a new
expanded low-side housing unit and the potential renovation of the existing low-side unit at the Montana
State Prison, and new capacity for females involves expanding capacity at existing sites like Riverside
Correctional Center and the potential for a new Montana Women's prison in the future. While total new
capacity is unknown at this time, estimates provided by the executive earlier in FY 2026 indicate
approximately 900 new beds are possible. Estimates assume capacity will be complete by FY 2031.

Populations are estimated to increase in the meantime. For estimates in this analysis, roughly 100 new
offenders each year are included. It is assumed that as state operated facilities are at capacity, realized
growth would need to be handled with contracted beds and jail holds until facility construction is complete.
Accounting for offender population growth and estimates for new capacity, it is assumed that jail holds will
continue to be utilized in the future, and newly constructed capacity would alleviate out-of-state
placements and any realized growth in offender populations.

Therefore, it is estimated that costs will increase temporarily and proportionally to offender population
growth at $4.3 million for the 2029 biennium and $11.0 million for the 2031 biennium. Upon the
completion of new capacity (estimated in FY 2031), there is the potential to bring all out-of-state offenders
back to Montana. There is also a potential risk that offender populations will increase enough between now
and the end of the 2031 biennium or that 900 new beds may not be fully realized. The result would be that
out-of-state placements will need to continue being utilized past FY 2031. Depending on the number of
out-of-state placements needed in FY 2031, expenditures could increase further.

Public Safety Radio Operational Costs

The 2023 Legislature allocated funding to the Department of Justice (DOJ) to payoff loans related to phase
1 of the project which included equipment purchases, support agreements to keep that new equipment up
to date with software and hardware, and upgrades for all the microwave network equipment. With the
completion of phase 1, about 60.0% of the population in Montana currently has radio coverage.

JUNE 2026 4| PAGE



Additionally, the costs to operate the existing system are paid from a state special fund that received
annual general fund transfers which have been eliminated. The fund is set to run out of balance in FY 2027.
To continue operations for the system in its existing capacity, an estimated $3.5 million and $3.7 million
general fund are estimated for the 2029 and 2031 biennia, respectively.

PRESSURES FROM ITEMS TRADITIONALLY FUNDED BY THE LEGISLATURE

Estimated increases in general fund expenditures related to pressures (as defined above) total
approximately $16.8 million for the 2029 biennium and $21.2 million for the 2031 biennium. The largest of
these estimated increases are described below.

Continuing One-Time-Only Appropriations

In the OPD, the agency received roughly $13.1 million in supplemental authority for shortfalls realized
during the 2025 biennium. The OPD requested this 2025 biennium supplemental authority be continuing
during the 2025 Session. The 2025 Legislature provided the OPD with 50.0% of this amount or $6.6 million
for the 2027 biennium but provided the authority as one-time-only. Currently, the OPD is projecting 2027
biennium supplemental needs totaling $2.0 million. If contracted attorney costs continue to follow existing
levels of service, projected general fund expenditure needs related to existing one-time-only authority are
$6.8 million for the 2029 biennium and $7.2 million for the 2031 biennium.

Eliminating Public Defender Attorney Shortfall

The executive currently estimates a shortfall among state employee public defender positions of
approximately 25.00 PB. This is estimated based upon the amount of work assigned to the OPD that cannot
be assigned to an employee or contracted attorney within a specified timeframe. Assuming no change to
current workload, 5.00 additional attorney PB each year are estimated until the current shortfall is
removed. Projected general fund expenditures related to these positions are $1.9 million in the 2029
biennium and $4.7 million in the 2031 biennium.

Inflation for Pre-Release Centers

This outlook contains estimates for a separate one-time increase of 5.0% to provider rates specifically for
pre-release centers. The executive was working through new contract negotiations with pre-release centers
during the 2025 Session, and as a result, increases for pre-release centers were not provided for the 2027
biennium. This 5.0% adjustment is included to provide pre-release centers with levels of growth
experienced recently by other community facilities and totals $3.4 million general fund for the 2029
biennium and $3.8 million for the 2031 biennium.
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ADDITIONAL KNOWN PRESSURES

Estimated increases in general fund expenditures related to additional known pressures (as defined above)
total approximately $85.3 million for the 2029 biennium and $81.1 million for the 2031 biennium. However,
a good portion of this increase in additional pressures relates to global adjustments to personal services to
match wage inflation projections. If the amounts related to that purpose are removed, as they are
discussed in the main report to the LFC, the remaining general fund increases related to additional
pressures total $19.7 million for the 2029 biennium and nearly $31.0 million for the 2031 biennium. The
largest of these estimated increases are described below.

Provider Rate Increases to Match Wage Inflation

For the DOC, wage inflation adjustments are included in these projections to account for potential provider
rate pressures driven by labor cost growth. For contracted secure facilities and contracted community
correctional facilities, these adjustments related to the pressure of labor growth on top of general inflation
total $11.3 million for the 2029 biennium and nearly $22.2 million for the 2031 biennium.

Public Safety Radio - Phase I1

The executive has outlined ideal locations for system expansion for the Public Safety Radio system
described earlier that would utilize existing local mobile radio (LMR) sites that can provide portable level
coverage, such as via LTE (i.e., cell phone), in strategic areas and also to enable additional local agencies in
remote areas that are currently without statewide coverage to join the statewide system. A total of 36 sites
have been identified for expansion, and the project is estimated to cost roughly $40.0 million for the 2029
biennium if pursued. To fund continuing operations of the system if the program is expanded, additional
needed general fund is about $3.5 million for the 2029 biennium.

State-Employed Attorney Positions

Current salaries for public defender attorney positions are lower than similar positions in other executive
agencies. For this analysis, base salary increases of $10,500 are added to equalize pay with attorney
positions within the Department of Justice, which is more in line with the average state lawyer salary.
Projected expenditures related to this are $4.9 million general fund for the 2029 biennium and $5.1 million
for the 2031 biennium.
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