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BACKSTORY
Demographics
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Montana is
Aging, with a
Decline in
Youth

Projected
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Estimated Migration & Natural Growth in Montana
@ Calculated Migration @ Natural Growth (births minus deaths)

19.29K

20K 18.45K

Birth Rates are
Low - Future
Growth Depends 15K
on Net Migration
11.62K
L0k 9.79K 10.38K - RN -
Net Migration is = IS 018K B1IK

15.57K

9.21K
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Back to “Pre-
Covid” Levels i
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Birth Rates
Have
Declined In

Montana &
Similar
States

Total Births per 1,000 Women Age 15-44
STATE @AK @CO @ID oMT @ND @5D oUT @WY
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Change in Population Varies Across the State

10 Year Change in Population by County, 2015-2025
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Change in Population Varies from Rural to Urban Counties

/36,852

Total Population Estimate 2025

11.48%

Ten Year Percent Change

75,875

Ten Year Population Change

10 Year Change in Population by County, Urban Counties 2015-2025
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Change in Population Varies from Rural to Urban Counties

407,842 | 7.00% | 26,682

Total Population Estimate 2025 Ten Year Percent Change Ten Year Population Change

10 Year Change in Population by County, Rural Counties 2015-2025
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Poverty Rates are Lower (2014 to 2024)

Counties with Significant Decreases in Poverty Rates, 2014-2024
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Aging Population has
Affected the
Workforce

Economic growth and aging workforce have
led to a worker shortage, not changing
attitudes about work

o Most adults are working

o Over 220,000 Montanans are retired
* 24% of population over 16

o Number in “other” category has remained flat

Employment Status of Montana Adults, 1995-2025

Retirees represent a growing share of population age 16-plus

Number of people [(12-month avg.)

900k Inside

the labor force

750k
— EMPLOYED
500k
Unemployed
f.- {Looking for wark)
~ Outside

the labor force
250k

. Caring for Family
B R !111c5/ Disability
" . . In School
0 T — T 1Uthe
1995 2000 2010 2020 2025

Source: [LS. Census Current Population Survey via University
of Minnesota IPUMS / Chart: Legislative Fiscal Division
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Labor Force Participation Rate
Montana and the U.S.

A, US (dashed)

‘.\.'.'\s'”'."q""“iﬂi"~f“'ﬂllil

0O O ™ AN M T WK ONO00 OO =~ AN M T UL OMNOOWMO®OO =T AN M STCLM ONOOO®OO =AM
00 O OO O O O O 0O O OO0 OO O OO0 O0ODO0OO0DO0OO0O ™M ™ ™ ™ ™ ™ ™ ™ ™ ™ N N AN AN
O OO0 OO OO OO OO OO O OO OO 0O 0O 0O 0000000 O0ODO0OO0OO0ODO0ODO0OOO0O OO OO
™ ™ ™ Y ™ ™ - = A AN AN AN AN AN NN AN AN AN AN AN AN AN AN AN AN AN ANNANNOANAN
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Montana Labor Force Participation Rates by Age
12-month Moving Average
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Employment Status of Montanans by Age, 2025
Retirement is the most common reason for not working
B Employed

Retired [ Illness/Disability B8 Caring for Family [ In School
I Unemployed (looking for work) || Other Reason for Not Working

Retirement
age
48,000
employed
200k
people ) _
Hiah Prime working years Pre-
g f 1 .
150k  school/ retirement
college-aged
186,000
100k retired
50k
30,000
retired
16-24 25-34 35-44  45-54 55-64 65+
A A
Source: U.S. Census Current Population Survey via University ’ \
of Minnesota IPUMS / Chart: Legislative Fiscal Division

High Rates of

Employment Among

Prime Working Age

Economic growth and aging workforce
have led to a worker shortage, not
changing attitudes about work

Most adults are working

Few retirees younger than 55

Among prime working age, most common
reason for not working is family care
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More Income from
Sources other than
Wages

Wage Income still Largest Source

o More adults receiving retirement
income
o Share of Social Security similar to
U.S.
o Much more investment income
than U.S.
o Slightly more business owner
income

Components of Montana Personal Income
Income from investments has grown relative to wages

Montana, 1950-2025

TRANSFER RECEIPTS
(e.q., Social Security)

100%

75%

22%

47,90

%0
1950 1960 1980 2000 2025

Source: Legislative Fiscal Division analvsis of U5, Bureau of
Eeonomic Analysis data J/ Chart: LD

189% 7.5% 176%

55.9%

2025
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Income Levels Catch up to Nation

Montana vs. the U.S.: Average Personal Income and Average Wages

Avg. Personal Income
(U.S. Bureau of Economic Analysis)

1940 1960 1980 2000 2020
$80k- $£75,100
oUS
$70k- oMT
71,000
$60k- $57,100 4
$50k-
Q)
$40k- $43,000
$30k- $25,200,
o
$20k $23,200
$10k
S0kt : — —
- ~_~ >~~~ MT-US income gap /l

L N \//"\ $4,100

. : : $14,100
Dollar amounts adjusted for inflation

Data: U.S. Bureau of Economic Analysis, U.S. Bureau of Labor Statistics / Chart: LFD

Avg. Wages for
Payroll Employees
(U.S. Bureau of Labor Statistics)

1990 2000 2020

$80k- . US
$70k- 566,100 $77,600
@
$60k- o MT
~ $61,600
$50k-
L]

-
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$20k
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- $16,000
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Wage Gap Remains

o Income growth since 2000
has been faster than U.S. -
enough to close gap

o Wage growth has been
strong, but not enough to
close gap
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Annual Employment Growth Rate

Stagnant Employment Growth in 2025

+7.0%
+6.0%
+5.0%
+4.0%
+3.0%
+2.0%
+1.0%
0.0%
-1.0%
-2.0%
-3.0%
-4.0%

Montana Employment Growth Rate Measured Different Ways

Uil
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Number Employed (LAUS)

Nonfarm Payroll (CES)

Covered Payroll (QCEW)

Private Nonfarm Payroll (CES)

Private Covered Payroll (QCEW)
People with Earnings from Work (BEA)
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Growth Returning to Pre-pandemic Levels
Income, Production, & Total Wages Paid

6%
4%
29% ‘
0%

2017 2018 2019 2020 2021 2022 2023 2024 2025

16%
14%
12% GDP
Personal Income
10% :
Total Payroll Wages Paid
8%

2%
-4%

Sources: Nominal GDP and Personal Income from Bureau of Economic Analysis. Total Payroll Wages Paid in :gi%?%w
Montana from the Quarterly Census of Employment and Wages, Bureau of Labor Statistics.




2025 Real GDP Growth Across States

GDP growth
1-year GDP growth

| I

+05% +1.0% +1.5% +20% +3.0% +2.0%

+2.9%
+0.5%

| +2.8%
Montana ranks 15th 504 .M

fastest among 50 states for

+1.69%442.5% 3
0.5% \:
1.7%
+1 0% 0 ';
+2.8%
rowth in last year . w
g y +2.0% +1.5% 3.1%

+1.9%
+1.7%
l

60 2.0%+1.9%

ey B
LEGISLATIVE
FISCAL DIVISION 2 O



Montana's Industry
Mix Diversifies

* Most industries have grown in
absolute terms

* Traditional natural resource

industries are smaller shares in
2024

* Services have grown
« Still valuing natural
resources, but in a
different way than in the
past

Share of Montana Earnings by Sector Since 1950
Services and Finance grew to 51% of earnings as of 2024

1960 1980 2000 2020

100% Agriculture

Retail &
Wholesale Trade

Mining
Manufacturing
Construction

W [ransportation
e & Lltilities

75%

Health Services

Business Services

Leisure Activities

Other Services

| Finance
25% - _-Real Estate
' Military
: Fed. Civilian
' State Govt.
0% : Local Govt.
1950 1960 1980 2000 2024

Source: Legisiative Fiscal Division analysis of U.5. ‘
Bureau of Economic Analysis data / Chart: LFD =
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Real Estate

Tradae

Business Services
Healthcare

State & Local Gov
Manufacturing
Construction
Leisure Activities
Mining & Utilities
Finance

Fed Gov & Military
Transportation
Ag & Forestry
Other

Information

22

Montana Industry Mix by GDP
2015 & 2025

|
- |
N I D 7.2% Annualized Growth

| 2015 - 2025

8.7% Annualized Growth
2015 - 2025
0 2 4 6 8 10
Billions

Source: Growth annualized using a Compounding Rate of Growth. Bureau of Economic Analysis (BEA), U.S. Dept of Commerce, 2017 Dollars
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$Billions
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Assessed Property Value Growth
Top 10 Montana Counties

. Gallatin

Pl Flathead

Population

126,984

114,527

Yellowstone 171,583

/ : Madison 9,753

Z” Missoula 122,546

——_---_ — e Lewis & Clark 75,129

— = _— /,/__ Cascade 84,523
P Ravalli 48,187
__——-——'---L;-M-__J-__‘ﬁ:—-— //Park 18,074
—_————_—_— =  — omem====-- Silver Bow 36,134

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
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Assessed Value by Class Grouping, TY 2025

23% 2%

Agriculture / Timber
11.8%

3.0% Business Equipment

13.2%

Commercial

Other
Pipeline & Electric

Residential >= $1.5 million

Residential < $1.5 million
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Thought Experiment - New Industry?

Workers generally do not live Location of High-Value Residential Property
PnSIt_e and need to travel to the Assessed Value of Single-Family Residences with Structures Worth Over
job site $1.5 Million
Impact to surrounding County TotalAssessed Countof Share of Value
community that is not Value Properties
inherently covered by the P
taxes associated with the Madison $25.3 billion 2,527 57.1%
industry Gallatin  $8.8 billion 2,055 19.7%
After construction, associated Flathead  $6.6 billion 1,697 14.9%
jobs are in the service sector

-~ .
Impact the recreational, Lake $0.9 billion 219 2.0%
cultural, and housing Ravalli $0.7 billion 211 1.5%
opportunities of others in the AllOther  $2.1 billion 818 4.8%
state
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Montana is Increasingly Becoming
an Income Tax State

Individual & Corporate Income Taxes as Share of General Fund

100%
90% Other Revenue
80% Sources
0 Corporate
70% Income
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0 Individual
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And More and More of that Income is not
in the Form of Wages

100%
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80%
70%
60%
50%
40%
30%
20%
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M Wages  Capital ™ Business/Partnership ™ Retirement ™ Other p A



And the Location of Income Continues to Change
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Source: DOR

Individual Income Tax Liability by County
Full-Year Residents (FYR)
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Revenue History

Sam Schaefer




Definitions
GENERAL FUND

o Accounts for all governmental financial resources except those that must be
accounted for in another fund.

o Think of this as the state’s discretionary checkbook.

o General fund sources include individual income taxes, corporate income taxes,
vehicle taxes and fees, insurance taxes, and many more.

GENERAL REVENUE

o Includes general fund revenue sources and the state-levied 95 equalization
mills.
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Historical Revenue Growth Patterns

* Generally, Montana's revenues grow faster than the combined growth of
inflation (CPI) and population

* And grow slower than statewide personal income.

* These patterns do not always hold true, especially during periods of
significant economic expansion or contraction.




% Growth

300%

250%

200%

150%

100%
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0%

Historical Revenues. 2002-2025

Personal Income

Pandemic
Revenue Surge

\ Revenues

Great
Recession

Mini Montana
Recession

Bakken Oil [~
Boom

I

— —— oy,

¢+ CPI* Population

Figure above shows indexed growth of ongoing general revenues compared to growth in
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* Montana saw strong 25,000
in-migration in the
years following the 20,000
pandemic
15,000

* On average new
residents had higher 10,000

Incomes
5,000

* This was especially
true for retirement-age
individuals

Tax Filer Migration to Montana

‘.‘.ll‘lll‘.L

2018 2019 2020 2021 2022 2023 2024

M In-Migration Out-Migration ® Net Migration
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Tax Policy Changes

Sam Schaefer and Nick VanBrown




Tax Policy Changes

* In the last few legislative sessions, there have been multiple pieces of legislation
that significantly altered both individual income and property tax policy.

* In summary, the amount of individual income tax rates was reduced from seven to
two, and the top rate was lowered.

* The property tax rate structure was revised to create a marginal tax rate structure
for primary residences.

LEGISLATVE
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Changes in Individual Income Tax Rates

TY 2021
More Than |Less Than |Tax Rate

SO S3,300 1.0%

$3,300 S5,800 2.0%
S5,800 $8,900 3.0%
$8,900 $12,000 4.0%
$12,000 515,400 5.0%
$15,400 519,800 6.0%
519,800 6.9%

TY 2027
Joint Filer
More Than|Less Than|Tax Rate
SO| $130,000 4.7%
S130,000 5.4%




Changes in Residential Property Tax Rates
TY 2026 +

TY 2 O 2 4 Residential Property Tax Rates (TY 2026+)
Property Type / Value Tax Rate
. . . Homestead |[<median 0.76%
leed reSIdentlal taX & Long- |>medianto <2times median 0.90%
rate Of 1 3 5% except f()r > Term 2t|mes medla-n to <4 times median 1.10%
Rentals [>4times median 1.90%
those Valued over $15 Rental multifamily dwelling unit with qualified 1.10%

11 long-term rentals .
million.

0 Non-principal residence or non-long-term rental 1.90%
Residence on qualified agricultural property 1.35%

FISCAL DIVISION 3 9




Estimated impact of individual income tax legislation assuming
legislation had no effect on taxpayer decisions or economic conditions

- Actual revenues - Projected revenues === Possible revenues under 2017 tax code
SB159 [ sB121 | HB 337
2021 2023 | 2025
I HB 391 & HR1
Passed 2017 “ 2025 (federal) _ .-
(nominal impact) _ S $628M
$2.5B - total
annual
reduction
SB 399 |} -
$2.0B - Passed 2021 W
Tied Montana taxes
to federal tax code +85.8%
$1.5B - projected
post-cut
collection
growth
$1.08 since 2017

$0.5B

$0

570 Al o 5

2015 2017 2019 2021 2023 2025 2027 R




Five Scenarios — Income Tax Bill Shifts for Individual Taxpayers
Reflecting tax cuts adopted by the Montana Legislature between 2021 and 2025

Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 5
$30k income $50k income $90k income  $150k income $2M income
Single Single new Dual-income Dual-income  High-net-worth
mother, college couple, family, individual,
two kids graduate no kids two kids no kids
8% — o
(\
’\(o‘?a Qb(‘\
Income o P e oL S
2 ) AN e N S
AN ® &0 S o A 0l D
o 89 AL N s o’bfﬁ BN ~o S 6;9 ®
S 4%- oY I a0 N
2 206- o
Examples ;" <&
&
ul:i:" 00/0_-.-m\..-.&3,t‘:.\<? ..................................................................................................
. ra
¢§b
—20/0_ 58.?
. e
-4% - I i I i L i I
R e R R R
() oo <o oo <o oo <o oo
N R R

Source: Legislative Fiscal Division analysis of MT Dept. of Revenue tax data.
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2016 levels)

Growth Index (1.0

2.5x

2.0x

1.5x

1.0x

0.5x

Growth of Assessed Property Value
vs. State-level Property Tax Revenues

p J' Assessed
rop :E"J"g.’ yalnes Property Value
rise over
COVID period

. State Property

Revenues from mill- ¢ Tax Revenues
based state levies grew SE 542/
with property values HE 231 begin
before FY 2024 to take effect in
FY 2026

=7 Zs < 75 <0 7e < 7o < 2, 2p 2, <f) 25 < 2, < 2, < 2 < 2%
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Some State Changes Are Seen In Other Collections For Schools

Tax Collections by Tax Entity

__

o

Counties

Local Schools

State Education Mills

e — Cities and Towns

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Fiscal Year

Other Entities

X__/ County-wide Education

Community Colleges
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Taxes Paid by Tax Class (All Jurisdictions)

$3.0 / Agricultural & Forest

o
=E = om
B B
I I I\Plpehnes & Electric
Commercial
\ Residential

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
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$1.0
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A
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$0.5
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Six Scenarios — Property Tax Bill Shifts for Individual Taxpayers
Estimated 2026 tax bills with and without rate changes made by 2025 Legislature

Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 5 Scenario 6
$284k home $284k home $205k $2.8M apartment $3.1M $29.4M
in Great Falls, in Great Falls, farmstead complex second home second home

w/ homestead no homestead near Glasgow in Helena  on Flathead Lake in Big Sky
2.0% —
a
o 1.5%— L
%‘ on
< : = Lbr; -2, o
g N LM IS-? 00 = =
= 1N LM - - (o)} —
[ 0 ™ ™ ; o o IN) =
X 1.0%- 3 ~ oI ~ o
S < —e & I o~ 9
o i “ o)
0.5%— ® - 5 o
e S
_-——'.
0.0% T T

| 1 1 1 |
Old New Old New Old New Old New Old New Old New
rates rates rates rates vrates vrates rates rates rates rates rates rates

Source: Legislative Fiscal Division analysis of MT Dept. of Revenue tax data.
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Possible Interaction Between
Property & Income Taxes To Watch

* Lower individual income tax rates, coupled with higher property taxes to non-
owner-occupied residences, may encourage certain individuals to declare residency
in Montana.

« While it is impossible to know how many individuals might choose this option, it
may be worth keeping this in mind if further tax policy is considered.
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Revenue Forecast
Update

Sam Schaefer




% Growth

Historical Revenues, 2002-2031
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Figure above shows indexed growth of ongoing general revenues compared to growth in statewide personal income

and the combined growth of inflation and population. R
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10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

% Growth

-2.0%

-4.0%

-6.0%

-8.0%

General Fund Revenue Forecast Growth Rates

W Outlook Growth [ Pre=Pandemic B 2000-2023 Average Annual
5.5%

4.3%

0.0%

2028 2029 2030 2031
Full implementation of Tax provisions in HR 1 sunset,
income tax reductions which cause income tax
causes no growth in 2028 collections to experience

strong growth

- <

Figure above shows the outlook general fund growth rates through FY 2031, the pre-pandemic
average annual growth rate of 4.3%, and the annual growth rate of 5.5% that includes the oo
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Revenue Pressures vs Revenue Risks

*Revenue Pressure - Generally under the
purview of the legislature and executive

*Revenue Risk - Limited control by both
the Montana legislature and executive




Additional Known Revenue

Pressure

Gianforte makes flat income tax a
top priority for 2027 Legislature

Montana Public Radio | By Shaylee Ragar n E n =
Published February 26, 2026 at 10:04 AM MST
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Expenditure History

Nick VanBrown




Expenditure History

* FOUR VIEWS
 All Funds
* Federal Funds
* General & State Special

* General Expenditures — General Fund + 95 Mills

 STATE RESOURCES -17-7-150, MCA

* Focuses on money leaving the treasury

* Removes accounting duplicates

,,,,,
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Expenditure History - All Funds

This chart shows the growth in State Resources All Funds compared to the growth in MT Personal Income
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Expenditure History - Federal Funds

This chart shows the growth in State Resources Federal Funds compared to the growth in

300% . . .
MT Personal Income and Inflation adjusted for population
MT Personal Income
250% State Resources
(Federal Funds)
Stimulus
200% Varability
150%
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0% ¥
© © O O O O O O ™ ™ = = = = = = = = N N N N N FISCAL DIVISION
o O O O O O O O O O O O O O O O O oo o o o o o O
AN AN O A AN O AN AN AN AN AN AN AN AN AN NN N NN NN NN




Expenditure History - General & State Special

This chart shows the growth in State Resources General Fund and State
300% Special Funds compared to the growth in MT Personal Income and

MT Personal Income
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State Resources (General
and State Special Funds)
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Expenditure History - ‘General expenditures’

This chart shows the growth in State Resources General Expenditures* compared to the growth in MT Personal
Income and

300%
MT Personal Income
250%
200% State Resources
General
Expenditures*
150%
CPI * Population
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$400 tax
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*General expenditures include the general fund and the state special fund that receives the 95-mill property tax for K-12 schools. Although the 2023 Legislature FISCLf\GL%?\T/IYEION

shifted the 95-mill revenue from the general fund to a special fund, the data shown includes these collections to maintain consistent historical comparisons.



Expenditure Forecast
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sMillions

Other, $27.9M

Additional
$8;OOOOM Known Pressures,

$1,780.9M
$7,0000M Pressures. $162.4M Statewide

Present Law, $420.0M
$6,000.0M
$5,000.0M
$4 000.0M Department
Baseline, of Public
$3.000.0M $6,438.0M Health &
SR Human
$2.000.0M Services
ARy /

$1,000.0M

General Fund Expenditures
2029 Biennium

$0.0M
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$Millions

General Fund Expenditures

2029 Biennium Pressures

$9,000.0M
Other, $14.1M
Additional
$8,0000M Know Pressures, Fire Mitigation,
$1,780.9M $23.0M
$7,000.0M Pressures, $162.4M
Present Law, $420.0M
$6,000.0M
$5,000.0M
$4,000.0M School Funding,
Baseline, $94—.0M
$6,438.0M
$3,000.0M
$2,000.0M
$1,000.0M
$0.0M =
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$Millions

$9,000.0M

$8,000.0M

$7,000.0M

$6,000.0M

$5,000.0M

$4,000.0M

$3,000.0M

$2,000.0M

$1,000.0M

$0.0M

General Fund Expenditures
2029 Biennium

Additional
Known
Pressures,

$1,780.9M

CIEd>ULE, PLULZ.4IVL

Present Law, $420.0M

Baseline,
$6,438.0M

Total

Additional Known

Pressures
I

$69.9M Benefits,
$31.8M

School Funding,
$1,466.9M
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Bringing It All Together
Structural Balance



2029 Biennium Outlook

Two Years
$9.0B
Structural Balance ) Revenue
$8.08 Additional Known Projection
2029 Biennium Pressures, $1.88
$7.08 Fressuics, v9.2B
Present Law, $0.4B
* Given current expectations the 2029 6,08
biennium would be structurally balanced
_ Revenue
with Present Law and Pressures levels of $5.08 e
: . Projection
spending 2 _ b
R -Baseline, LM
 Ongoing general fund revenues are $6.4B Potentl.al
projected at $7,115.4. This drops to a 6308 Reduction
. e : . ' *Baseline budget is the
projected $6,974.8 million if a single income o e
tax rate of 4.7% is adopted, about $140 $2.08 > atHnG PO 1O
11 . ongoing expenditures.
million. This moves the structural balance R
o _ This is similar in concept
point into the Pressures level of spending. $1.08

to the base budget for
HB 2.
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Identified Risks (upside & downside)

« EXPENDITURES
e SNAP Benefits - HR 1

* Declining Highway State Special Revenue Account Balance

 REVENUES
e Revenues Fall Below Estimate due to Economic Downturn
* High Oil Prices Persist Throughout Outlook Period

* High-Income Individuals Declare Residency in Montana

* OTHER
* Risks Related to Aging Populations and other Demographics
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FY 2031
(Out-Year Analysis)

* Single Year (FY 2031)

e Shows Risks and Pressures
that could exist at the end
of this outlook period

$Billions

$5.0B

$4.5B

$4.0B

$3.5B

$3.0B

$2.5B

$2.0B

$1.5B

$1.0B

$0.5B

$0.0B

it

FY 2031 Outlook
Single Year

Additional Known
Pressures, S1.0B

Pressure, SO.1B
Present Law, S0.4B

Baseline,
S3.2B

*Baseline budget is the
starting point for ongoing
expenditures. This is
similar in concept to the
base budget for HB 2.

Revenue
Projection

Revenue
Projection
with
Potential
4.7% Tax
Rate
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FY 2031
(Out-Year Analysis)

* Two known expenditure
risks beyond what is
included in the 2029
Biennium that have been
added to the expenditure
bar chart as the sliver of
brown at the top.

$Billions

$5.0B

$3.0B

$2.5B

$2.0B

$1.5B

$1.0B

$0.5B

$0.0B

FY 2031 Outlook

Single Year
'NE Revenue

Projection
Additional Known

Pressures, $S1.0B
= Revenue

Pressure, SO.1B Projection

Present Law, S0.4B with
Potential

4.7% Tax
Rate

Baseline,
S3.2B

*Baseline budget is the
starting point for ongoing
expenditures. This is
similar in concept to the
base budget for HB 2.
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FY 2031
(Out-Year Analysis)

Expenditures

* BHSFG funding is expected to run out
around FY 2031, potentially shifting $34.6
million in costs to the general fund.

* The Department of Corrections plans to
add beds by FY 2031 to bring offenders
back from out-of-state, but if growth
continues or expansion falls short, extra
funding of about $7 million may be needed
for out-of-state housing compared to
estimate.

$Billions

$5.0B

$3.0B

$2.5B

$2.0B

$1.5B

$1.0B

$0.5B

$0.0B

FY 2031 Outlook
Single Year

Revenue

Projection
Additional Known

Pressures, S1.0B
= Revenue

Pressure, SO.1B Projection

Present Law, S0.4B with
Potential

4.7% Tax
Rate

Baseline,
S3.2B

*Baseline budget is the
starting point for ongoing

expenditures. This is

similar in concept to the \
base budget for HB 2. ot

FISCAL DIVISION



FY 2031 Outlook
Single Year

Revenue
Projection

FY 2031
= $4.5B Additional Known
(Out-Year Analysis) pressares, 1,05

$4.0B D = Revenue
Revenues - — - o
~— PT8ssUte,>0.TB Projection
* Federal Individual Income Tax Policy Changes 3358 Present Law, $S0.4B with
* Federal changes under H.R. 1 are projected 63,08 Potential
o : ' 4.7% Tax
to reduce Montana individual income tax ) Rate
collections by about $115M through FY £ $2.5B
2029. ” Baseline,

* The Outlook baseline assumes current law, $0p S3.2B Revenue
including the scheduled sunset of H.R. 1 6158 with HR 1
provisions after FY 2029 *Baseline budget is the & SS

« If the provisions are extended, Montana $1.08 starting point for ongoing ;?dkeral
would face an ongoing revenue reduction of expenditures. This is g
roughly $83M per year. $0.58 similar in concept to the

5o 7 o5 ;|
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FY 2031 Outlook
Single Year

Revenue
Projection

FY 2031 s
(Out'Year AnaIYSiS) 84.58 Additional Known

Pressures, S1.0B

O
Revenues MO - | BEELE
~— = PT@ssUte,S0.TB ™™ Projection
* Prorated Social Security Benefits $3.5B Present Law, $0.4B with
* The CBO projects the OASI Trust Fund will Potential
$3.08 4.7% Tax
reach zero in 2032, with some forecasts R. :
2 ate
suggesting an earlier depletion. S $2.58
* Under current law, once the trust fund is 7 Baseline,
depleted, Social Security benefits must 3208 S3.2B Revenue
match incoming payroll tax revenues. o158 with HR 1
* This mismatch would require an estimated *Baseline budget is the & SS
28% reduction in average benefits. $1.0B starting point for ongoing Fedkeral
: e Risks
* Such areduction would decrease Montana's expenditures. This is
$0.58 similar in concept to the

individual income tax collections by

5o 7 o5 ;|
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Montana's Budget

Amy Carlson




Montana
Balances its Budget

Constitution Article VIII

Section 8. State debt. No state debt shall be created
unless authorized by a two-thirds vote of the

members of each house of the legislature or a

majority of the electors voting thereon. No state

debt shall be created to cover deficits incurred

because appropriations exceeded anticipated

revenue. =

: —

Section 9 Balanced budget. Appropriations by the
legislature shall not exceed anticipated revenue.
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Federal Budget
Structurally Imbalanced

Josh Poulette




Federal Budget

» Unlike states, the federal budget is not obligated to be balanced
* The federal government can issue debt to cover operating costs

* Monetary policy impacts how cheap or expensive it is for the government to issue
debt
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LEGISLATIVEA‘ .
FISCAL DIVISION 7 3



Federal Deficits are Below the Recent Peak,
but Projected to Continue in the Out Years

Percentage of GDP

40 r

Expenditures ~ 134% of . Projected
Revenues in FFY 2025 '
. 30 Average outlays,
Expenditures would need 1076 10 2075
cranias Outlays
to be reduced
o BTy B L e I i bh st
OR [ B B Ry = N apga. 0 OwTe NN NNI] (g " .. T A BN N N]
Average revenues, Revenues
Revenues would need to 10 |k 1976 to 2025
. 17.3
be increased by 34% to ey
balance the federal budget
0
1976 1986 1996 2006 2016

Graphic: Congressional Budget Office, February 2026




Federal Outlays on Mandatory Programs and Interest are
Projected to Increase in Out Years

Outlays, by Category
In CBO’s projections, greater spending on Social Security and Medicare causes mandatory outlays to increase in relation to

GDP. Discretionary outlays fall in relation to GDP because GDP growth outpaces the growth of discretionary funding. Net
outlays for interest increase as longer-term interest rates rise and debt mounts.

Fercentage of GDP

25 1 . Projected
20 F
Mandatory
; outlays
15 _ 15.0
1D — p
Discretionary
outlays
5 - 4.8
4.6
Net interest
: outlays
23 ':' ~- L 1 L L il 1
FISCAL DIVISION 75 1976 1986 1996 2006 2016 2026 2036

Graphic and Caption: Congressional Budget Office, February 2026



Federal Budget
Impacts to Montana

Josh Poulette and Nick VanBrown




Montana is Among the Top States in % of Spending from Federal
Transfers (44% of spending)

Percentage of State Revenue from Federal Funds
Fiscal years 19/74-2024

Recession — S0-stateshare  — Montana

Tw

500 [ BB B BB

Graphic: Pew Charitable Trusts, May 2026

45%

33% |-

25%
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Montana is Exposed to Potential Reductions in
Federal Funds to States

“Options for Reducing the Deficit” report from CBO

includes federal spending reductions associated Congressional Budget Office @
with transfers to states for Medicaid and other Nonpartisan Analysis for the U.S. Congress
programs

States could face pressure to “fill the gap” for
Medicaid, SNAP, transportation, and other

programs if the federal budget reduces flows to
states in the future. Options for Reducing the

Deficit: 2025 to 2034
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Federal funds to Montana are concentrated in HHS,
Transportation, and OPI (FY 2025)

- Commissioner of Higher Ed 0.14%

Department of Transportation
/" 15.05%

Dept Nat Resource/Conservation
~ 3.69%
——Dept of Envir... 1.04%
—— Dept of Milit... 1.48%
B ——— Dept. of Fish,... 1.48%
ll  Long Range Building
2.18%

Public Health & Human Services
62.06% - Office of Public Instruction

7.94%

‘ U" "‘H. TF
LEGISLATIVE
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FY 2031
(Federal Balanced
Budget Scenario)

* Federal funding was 44%* of state
spending in FY 2025.

* The Congressional Budget Office
reported a $1.8 trillion federal deficit in
FFY 2025, implying that balancing the
federal budget with spending cuts
would require a 34.6% reduction in

federal spending

* Assuming proportional reductions and
inflating to FY 2031

*(State Resources 17-7-150, MCA)

$Billions

$7.0B

$6.0B

$5.0B

$4.0B

$3.0B

$2.0B

$1.0B

$0.0B

FY 2031 Outlook
Single Year

Additional Known
Pregsaijres $1 OR

e sSurTrS =B
Present Law, $0.4B

Baseline, $3.2B

*Baseline budget is the
starting point for ongoing
expenditures. This is

similar in concept to the
base budget for HB 2.

Revenue
Projection

Projection
with
Potential
4.7% Tax
Rate

Revenue
with HR 1
& SS

Federal
Risks

-----
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FY 2031
(Federal Balanced
Budget Scenario)

* Federal funding was 44%* of state spending
in FY 2025.

* The Congressional Budget Office reported a
$1.8 trillion federal deficit in FFY 2025,
implying that balancing the federal budget
with spending cuts would require a 34.6%
reduction in federal spending

* Assuming proportional reductions and
inflating to FY 2031

*(State Resources 17-7-150, MCA)

$Billions

$7.0B

$6.0B

$5.0B

$4.0B

$3.0B

$2.0B

$1.0B

$0.0B

FY 2031 Outlook
Single Year

Federal Balanced
Budget Risk,
$1.7B

Additional Known
Pregsaijres $1 OR

e sSurTrS =B
Present Law, $0.4B

Baseline, $3.2B

*Baseline budget is the
starting point for ongoing
expenditures. This is

similar in concept to the
base budget for HB 2.

Revenue
Projection

Projection
with
Potential
4.7% Tax
Rate

Revenue
with HR 1
& SS

Federal
Risks
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Wrap up

Amy Carlson
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