62010 - Department Of Agriculture

50-Agricultural Development Division

Program Budget Comparison

The following table summarizes the total proposed budget by year, type of expenditure, and source of funding.

Program Budget Comparison

Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget ltem Fiscal 2014 Fiscal 2015 Fiscal 2016 Fiscal 2017  Fiscal 14-15 Fiscal 16-17 Change % Change
FTE 38.75 38.75 38.22 38.22 38.75 38.22 (0.53) (1.37)%
Personal Services 1,728,844 1,925,241 2,249,247 2,249,362 3,654,085 4,498,609 844,524 23.11%
Operating Expenses 1,528,828 2,495,054 1,860,270 1,858,899 4,023,882 3,719,169 (304,713) (7.57)%
Equipment & Intangible Assets 73,280 24,877 85,280 85,280 98,157 170,560 72,403 73.76 %
Grants 3,173,636 2,565,028 3,099,968 3,093,879 5,738,664 6,193,847 455,183 7.93%
Transfers 244,899 219,883 244,899 244,899 464,782 489,798 25,016 5.38%
Total Costs $6,749,487 $7,230,083 $7,539,664 $7,532,319 $13,979,570 $15,071,983 $1,092,413 7.81%
General Fund 546,181 572,306 713,938 714,446 1,118,487 1,428,384 309,897 27.71%
Eﬁtgg Other Special Rev. 5,797,393 6,156,987 6,166,020 6,158,518 11,954,380 12,324,538 370,158 3.10%
Federal Spec. Rev. Funds 37,253 40,000 123,820 123,805 77,253 247,625 170,372 220.54 %
Proprietary Funds 368,660 460,790 535,886 535,550 829,450 1,071,436 241,986 2917 %
Total Funds $6,749,487 $7,230,083 $7,539,664 $7,532,319  $13,979,570 $15,071,983 $1,092,413 7.81%

Program Description

The Agricultural Development Division (ADD) administers programs to promote Montana agriculture. The division
comprised of the following bureaus:

* Wheat and Barley

+ Agriculture Development and Marketing
» The State Grain Laboratory

S

ADD also provides support to the Agricultural Development Council, the Montana Wheat & Barley Committee, Alfalfa Seed

Committee, Montana Pulse Advisory Committee, Montana Potato Advisory Committee, and Cherry Advisory Committee.

Program Highlights

Agricultural Development Division
Major Budget Highlights

» The primary driver of the proposed increase is personal services,

which is due to various global adjustments

» The increase in operating expenses would be higher, except that FY
2015 includes additional funding for the Wheat and Barley Committee
beyond the amount spent in FY 2014 or requested in the 2017

biennium

Program Discussion -

Comparison of FY 2015 Legislative Base to FY 2015 Appropations

The following highlights the differences between the FY 2015 appropriations as shown in the main table to the FY 2015
legislative appropriations used for purposes of the budgeted base, by program.
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FY 2015 Appropriation Transactions - Agricultural Development Division

Legislative Legislative  Operating Program Total Executive
Program Appropriation Approps OTO Plan Transfers Implementation
Personal Semvices $1,925,241 50 B0 $1,925,241
Operating Expenses 2,375,054 105,000 - 15,000 2,495 054
Equipment & Intangible Assets 24,877 - - - 24,877
Grants 2,567,679 - (2.651) - 2,565,028
Transfers 217,232 - 2,651 - 219,883
Program Total 57,110,083 5105000 0 $15,000 57,230,083

A program transfer moved authority between the Agricultural Sciences Division and this division.
Comparison of FY 2014 Actual Expenditures to FY 2015 Legislative Appropriations

Actual FY 2014 expenditures are $370,596 below the FY 2015 legislative appropriation. Primary reasons for the difference

are:

* Lower personal services costs
* Lower grant amounts

Funding

The following table shows proposed program funding by source from all sources of authority.

Department of Agriculture, 50-Agricultural Development Division
Funding by Source of Authority
Non-Budgeted Statutory Total % Total

Funds HB2 Proprietary Appropriation All Sources All Funds
01100 General Fund 1,428,384 0 1,380,000 2,808,384 8.23 %
02040 Wheat & Barley Research & Mktg 9,177,614 0 0 9,177,614 63.33 %
02066 Agriculture In MT Schools Act. 114,993 0 0 114,993 0.79%
02132 GTA Seed Capital Account 0 0 284,196 284,196 1.96 %
02178 Cherry Check-off 0 0 48,174 48,174 0.33%
02205 PULSE CROP RESEARCH & MRKTG 0 0 1,654,602 1,654,602 11.42%
02340 Coal Sev. Tax Shared SSR 761,722 0 0 761,722 5.26 %
02453 Grain Services 2,171,904 0 0 2,171,904 14.99 %
02461 Alfalfa Seed Assessment 82,805 0 0 82,805 0.57 %
02557 Research & Commercialization 0 0 0 0 0.00 %
02582 Certified Natural Beef 15,500 0 0 15,500 0.1 %
02793 Potato Research & Marketing 0 0 179,666 179,666 1.24 %

State Special Total $12,324,538 $0 $2,166,638 $14,491,176 42.46 %
03225 Agriculture ADD Federal 247,625 0 0 247,625 100.00 %

Federal Special Total $247,625 $0 $0 $247,625 0.73 %
06016 Beginning Farm Loans 0 116,400 0 116,400 0.70 %
06052 Hail Insurance 1,071,436 0 15,394,136 16,465,572 99.30 %

Proprietary Total $1,071,436 $116,400 $15,394,136 $16,581,972 48.59 %
Total All Funds $15,071,983 $116,400 $18,940,774 $34,129,157

The Agricultural Sciences Division is funded with general fund, state special revenue, and federal special revenue. General
fund supports division administration, agricultural marketing, agricultural statistics functions, and the state grain lab.

The funding for the Agricultural Development Division is dominated by state special revenue (SSR). The largest account,
the wheat and barley research and marketing SSR account, comprises 60% of the budget request for the program.
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This account receives revenues from assessments levied on the initial sale of each of the commodities. Additional SSR
funding sources include a portion of the coal severance tax collections that supports the Growth Through Agriculture (GTA)
program, grain testing fees, alfalfa seed assessments, income tax check offs for Agriculture in Montana Schools, and
interest earnings from invested fund balances in various accounts.

Federal special revenue is from federal grants used to develop agriculture markets, marketing projects, and related
operating costs.

Budget Summary by Category

The following summarizes the total budget utilizing the FY 2015 Legislative base, present law adjustments, and new
proposals.

Budget Summary by Category
General Fund Total Funds
Leg. Leg. Leg. Leg. Leg. Leg.
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget ltem Fiscal 2016 Fiscal 2017  Fiscal 16-17 of Budget Fiscal 2016 Fiscal 2017  Fiscal 16-17 of Budget
2015 Budget 572,306 572,306 1,144,612 80.13 % 7,110,083 7,110,083 14,220,166 94.35%
PL Adjustments 36,632 37,140 73,772 5.16 % 382,552 381,306 763,858 5.07 %
New Proposals 105,000 105,000 210,000 14.70 % 47,029 40,930 87,959 0.58 %
Total Budget $713,938 $714,446 $1,428,384 $7,539,664 $7,532,319  $15,071,983

Present Law Adjustments -

The “Present Law Adjustments” table shows the changes from FY 2015 legislative appropriation to the budget proposed by
the executive. PSPL adjusts all personal services. LGPL provides for adjustments to other expenditures such as operating
expenses. Each is discussed in the narrative that follows. Total funds in the Present Law Adjustments table do not include
proprietary funds budgeted in House Bill 2.

Present Law Adjustments
Fiscal 2016 Fiscal 2017
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 98 - LEG. Personal Services Present Law
0.00 28,281 236,337 77,137 341,755 0.00 28,947 236,218 77,052 342,217
DP 99 - LEG. Present Law
0.00 8,351 (75,970) 21,683 (45,936) 0.00 8,193 (77,264) 21,753 (47,318)
Grand Total All Present Law Adjustments
0.00 $36,632 $160,367 $98,820 $295,819 0.00 $37,140 $158,954 $98,805 $294,899

DP 98 - LEG. Personal Services Present L aw -

The Personal Services Present Law Adjustments (PSPL) in the table below includes all present law adjustments related
to personal services, including statewide present law personal services adjustments. This adjustment has been broken out
by some of its component parts for a more detailed understanding of the adjustments. FY 2016 and FY 2017 contain the
reductions in FTE made by the executive to implement the boilerplate language in HB 2.
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Personal Services Present Law Adjustments
FY 2016
General State Federal Total
CP 98 PSPL ltem FTE Fund Special Special Funds
State Share Health Insurance 38.22 ($3,079) $12,608 $5,940 $15,469
Executive Implementation of 2015 Pay Increase (8,583) 22,975 17,577 31,969
Fully Fund 2015 Legislatively Authorized FTE - 80,509 - 80,509
Other 39,942 120,245 53,620 213,808
Personal Services Present Law Adjustments 38.22 $28,281  $236,337 $77,137  $341,755
FY 2017
General State Federal Total
CP 98 PSPL Item FTE Fund Special Special Funds
State Share Health Insurance 38.22 ($3,079) $12,608 $5,940 $15,469
Executive Implementation of 2015 Pay Increase (8,946) 22,974 17,941 31,969
Fully Fund 2015 Legislatively Authorized FTE - 80,509 - 80,509
Other 40,971 120,127 53,171 214,270
Personal Services Present Law Adjustments 38.22 $28,947  $236,218 $77,052 $342,217

The executive proposes to increase funding for personal services when compared to the FY 2015 legislative appropriations.
The majority of this increase comes from filling seasonal work positions at the state grain laboratory. These positions are
filled in relation to the harvest needs.

DP 99 - LEG. Present Law -

As shown the present law adjustment table, overall the executive proposes a decrease when compared to the FY 2015
budget. However, the general fund shows a slight increase. The majority of these adjustments are due to fixed cost and
inflation/deflation rates.

New Proposals -

Total funds in the New Proposals table do not include proprietary funds budgeted in House Bill 2.

New Proposals
Fiscal 2016 Fiscal 2017
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 5005002 - Agriculture Literacy Program
0.00 0 30,000 0 30,000 0.00 0 30,000 0 30,000
DP 5005010 - Food and Ag Development Centers
0.00 105,000 0 0 105,000 0.00 105,000 0 0 105,000
DP 5005011 - ADD Coal Severance Tax Reduction
0.00 0 (76,334) 0 (76,334) 0.00 0 (82,423) 0 (82,423)
Total 0.00 $105,000 ($46,334) $0 $58,666 0.00 $105,000 ($52,423) $0 $52,577

DP 5005010 - Food and Ag Development Centers -

The request would provide general fund to support the Food and Ag Development Centers in Joliet, Havre, Butte, and
Ronan. These funds would augment state special revenue authority to redistribute reverted noxious weed grants to other
projects. The 2013 Legislature authorized a restricted, one-time-only appropriation for the Food and Ag Development
centers to supplement the statutory appropriation from the research and commercialization account. This request would
switch the funding to the general fund and make the appropriation ongoing.
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DP 5005002 - Agriculture Literacy Program -

This request is for $30,000 per year in state special revenue to support the instructional coordinator with funds from outside
sources. The agricultural literacy program has seen increased demand, providing state standard curriculum materials
specific to agriculture to over 3,000 teachers and reaching 80,000 students in a year.

DP 5005011 - ADD Coal Severance Tax Reduction -

The proposal would reduce state special revenue authority to match the declining revenue projection of the coal severance
tax shared fund.

LFD The coal severance tax shared account is shared by this department, the Montana State Library, and the
COMMENT Department of Natural Resoures and Conservation. The account is discussed in more detail in the summary
section of this agency.

Other Issues -
Proprietary Program Overview

The Agricultural Development Division operates two proprietary programs: the Hail Insurance program and the Montana
Beginning Farmer/Rancher Loan Program.

Hail Insurance Program (Proprietary Fund)

This program is funded with an enterprise type proprietary fund. As such, the legislature does not appropriate funds or
approve rates for the program. Instead, the legislature reviews the report for the enterprise fund and identifies any concerns
with the financial position of the fund.

The Hail Insurance program has been in operation since 1917. The program provides the following services:

» Provides low cost hail insurance coverage for crops grown in Montana?
* Insures approximately 1.65 million acres of crops?
» Covers $77 million in claims each year

The fund is statutorily appropriated by statute under Title 80, Chapter 2, part 2, MCA. The Board of Hail Insurance is
responsible for estimating annual expenses and recommending the premium to be imposed on participating producers.
Using the agreed upon formula, the program must maintain $1.3 million in cash to maintain an ongoing operation. During
the 2013 session, the legislature passed SB 162 that transferred administrative responsibility from the Department of
Revenue to the Department of Agriculture.

Expenses?

» Supports 2.93 permanent FTE and 4.55 seasonal FTE?

» Personal services and operating expenses other than the payment of insurance claims are budgeted by the
agency in HB 2?.

« Annually transfers are 1.5% of the gross annual fees to the general fund. The transfer is capped at $100,000.

Revenues?
+ Derived entirely from insurance policy premiums and investment earnings

+ Dependent on the number of polices written for produces in a given year.
« Statutorily limited, cannot exceed $75 per acre for non-irrigated land and $114 per acre for irrigated land.
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Farm and Ranch Loan Program (Proprietary Fund)

This program is funded with an enterprise type proprietary fund. As such, the legislature does not appropriate funds or
approve rates for the program. Instead, the legislature reviews the report for the enterprise fund and identifies any concerns
with the financial position of the fund. The report for the enterprise fund is available in the appendix.

The Montana Beginning Farmer/Rancher Loan Program is a tax-exempt bond program designed to assist beginning
farmers/ranchers in the State of Montana to acquire agricultural property at lower interest rates. The program enables

lenders, individuals, partnerships, corporations, and other entities to receive federally tax-exempt interest with respect to a
loan or contract sale made to a qualifying beginning farmer/rancher.

Expenses?

* 0.50 FTE and related operating expenses will be funded once there is revenue to support it
* Funds are only used to promote and administer the loan program

Revenues?

» Revenues for the program are derived from an application fee and a percentage fee levied against the outstanding

loan amount
2017 Biennium Report on Internal Service and Enterprise Funds
Agency # Agency Name: Program Name:
62010 Department of Agriculture Agricultural Development Division
Fund Fund Name
06016 Beginning Famm Loans
Actual Actual Actual Budgeted Budgeted Budgeted
FY12 FY13 FY14 FY15 FY16 FY17
Operating Revenues:
Fee and Charges
Fee Revenue A - - - 60,000 60,000 60,000
Other Operating Revenue 2 5 3 2 2 2
Total Operating Revenues 2 5 3 60,002 60,002 60,002
Expenses:
Personal Services - - - 58,200 58,200 58,200
Total Operating Expenses - - - 58,200 58,200 58,200
Operating Income (Loss) 2 5 3 1,802 1,802 1,802
Nonoperating Revenues:
Nonoperating Expenses:
Total Nonoperating Revenues (Expenses) - - - - - -
Income (Loss) Before Contributions and 2 5 3 1,802 1,802 1,802
Transfers
Change in Net Position 2 5 3 1,802 1,802 1,802
Beginning Net Position - July 1 2415 2417 2422 2,425 4,227 6,029
Change in Net Position 2 5 3 1,802 1,802 1,802
Ending Net Position - June 30 2417 2422 2,425 4,227 6,029 7.831
Net Position (Fund Balance) Analysis
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