31010 - Governor's Office SUMMARY

Agency Budget Comparison

The following table compares 2014 actuals expenditures without one-time appropriations plus 2015 estimated
appropriations including one-time appropriations, but excluding certain base appropriations to the 2017 biennial total
legislative budget. The comparison is listed by year, type of expenditure, and source of funding. The biennial percent
change column has been eliminated to allow for the transition to a comparison of biennial appropriations consistent with
SB 140 in the future. The biennial appropriation growth/decline is listed in the agency highlight tables and the expenditure
section of Volume 1 of this Fiscal Report.

Agency Budget Comparison
Base Approp. Legislative Legislative Biennium Biennium Biennium
Budget ltem Fiscal 2014 Fiscal 2015 Budget 2016 Budget 2017  Fiscal 14-15  Fiscal 16-17 Change
FTE 58.07 58.07 58.07 58.07 58.07 58.07 0.00
Personal Services 4,548,755 4,832,480 25,455,900 49,984,363 9,381,235 75,440,263 66,059,028
Operating Expenses 1,333,549 1,333,438 9,486,038 11,968,998 2,666,987 21,455,036 18,788,049
Transfers 0 0 0 0 0 0 0
Total Costs $5,882,304 $6,165,918 $34,941,938 $61,953,361 $12,048,222 $96,895,299 $84,847,077
General Fund 5,882,304 6,157,572 18,551,354 28,703,051 12,039,876 47,254,405 35,214,529
State/Other Special Rev. Funds 0 8,346 10,242,102 19,097,418 8,346 29,339,520 29,331,174
Federal Spec. Rev. Funds 0 0 5,983,720 13,817,655 0 19,801,375 19,801,375
Proprietary Funds 0 0 164,762 335,237 0 499,999 499,999
Total Funds $5,882,304 $6,165,918 $34,941,938 $61,953,361 $12,048,222 $96,895,299 $84,847,077

Agency Description
The Governor’s Office oversees the activities of the executive branch of Montana state government, consistent with
statutory and constitutional mandates.

The Office of the Governor exists under authority granted in Article VI of the Montana Constitution. The Governor has
constitutional and statutory authority to administer the affairs of the State of Montana. The Governor appoints all military
and civil officers of the state whose appointments are provided for by statute or the constitution, grants reprieves and
pardons, and serves on various boards and commissions. The Governor approves or vetoes legislation, reports to the
legislature on the condition of the state, and submits a biennial executive budget. The Governor also represents the state
in relations with other governments and the public.

The Governor’s office is comprised of the following programs:
+ Executive Office
- Executive Residence Operations
« Air Transportation Program
« Office of Budget and Program Planning
« Coordinator of Indian Affairs
« Centralized Services Division
« Lieutenant Governor’s Office
+ Citizens’ Advocate Office
« Mental Disabilities Board of Visitors

The Mental Health Ombudsman is housed within the Mental Disabilities Board of Visitors Program.
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Agency Highlights

Governor’s Office
Major Budget Highlights

The 2015 biennium legislative appropriation to the 2017 biennium legislative
appropriation increased by 666.0%:

» The majority of the increase is related to contingency funding and
the executive agency pay plan included in the Office of Budget and
Program Planning budget

» Without this funding the 2015 biennium legislative appropriation to
the 2017 legislative appropriation increased by 4.1% when compared
to the 2015 biennium legislative appropriation

The legislature provided a three contingency funds for executive branch
agencies within the Governor's Office including:

» Personal Services Contingency Base - $11.5 million
« Contingency Base Funding - $18.8 million
 Personal Services Contingency - $1.75 million

The legislature provided a pay plan for executive branch employees with
funding appropriated in the Governor's Office of $51.8 million

The legislature approved the remaining Governor's Office proposed budget
without adjustment with the exception of a 2% vacancy savings

Summary of Legislative Action

The legislature provided a biennium to biennium increase of 666.0% in the Governor's Office. The primary reason for the
increase is the provision of funding for executive agencies within three policy arenas: 1) pay plan for executive branch
state employees funded at $51.8 million; 2) personal services base contingency provided at $11.5 million; 3) contingency
base budgeted at $18.8 million. The legislatively approved pay plan included a $0.50 an hour increase beginning in the
first pay period that contains January 15th each year of the 2017 biennium and a 10% increase in the state share provided
for employee insurance in FY 2016 and an 8% increase in FY 2017. The personal services base contingency is to be
allocated and transferred at the discretion of the Governor to increase the personal services base. No more than a total of
10 FTE may be added to the personal services base for the 2019 biennium. Contingency base funding is to be allocated
and transferred at the discretion of the budget director. The funding may not be transferred either to the Office of Public
Instruction for implementation of a kindergarten or public preschool program or the the Department of Natural Resources
and Conservation for rent increases.

The legislature provided lump sum appropriations within the Office of Budget and Program Planning for the contingencies
and the pay plan. The pay plan outlined in SB 418 requires the executive branch to allocate the appropriation for employee
pay rate increases and increases in healthcare benefits across the agencies in the executive branch. With oversight of the
functions of the executive branch, the Governor's Office is tasked with allocating the appropriations to each of the state
agencies. The lump sump appropriations included in HB 2 are as follows:
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Governor's Office
Lump Sum Appropriations

FY 2016 FY 2017 Biennial
Pay Plan
General Fund $5,469,796 $16,769,056 $22,238,852
State Special Revenue 4,347,194 13,263,238 17,610,432
Federal Special Revenue 2,856,913 8,708,832 11,565,745
Proprietary 95,995 291,650 387.645
Total $12.769.898 $39.032.776 $51.802.674

Personal Services Base Contingency

General Fund $2,444,921  $2,450,922  $4,895,843
State Special Revenue 1,948,157 1,959,152 3,907,309
Federal Special Revenue 1,285,790 1,290,514 2,576,304
Proprietary 43,767 43,587 87,354
Total $5.722,635 $5.744.175 $11.466.810

Contingency Base Funding

General Fund $3,073,956  $2,969,078  $6,043,034
State Special Revenue 3,346,751 3,875,028 7,221,779
Federal Special Revenue 1.716.017 3.818.309 5,534,326
Total $8.136.724 $10.662.415 $18.799.139

Also included in HB 2 is $1.75 million for personal servcies contingencies such as retirement payouts exceed the level
of an agency's resources, personnel vacancies do not occur, or other personal services contingencies arise. Without
the funding for the contingencies and the pay plan the Governor's Office 2017 biennium appropriation increases by 4.1%
when compared to the 2015 biennium appropriations.

Funding

The following table shows agency funding by source of authority. Funding for each program is discussed in detail in the
individual program narratives that follow.

Total Governor's Office Funding by Source of Authority
2017 Biennium Budget - Governor's Office
Non-Budgeted  Statutory Total % Total
Funds HB2 Proprietary  Appropriation All Sources All Funds
General Fund 47,254,405 0 0 47,254,405 48.77 %
State Special Total 29,339,520 0 0 29,339,520 30.28 %
Federal Special Total 19,801,375 0 0 19,801,375 20.44 %
Proprietary Total 499,999 0 0 499,999 0.52%
Other Total 0 0 0 0 0.00 %
Total All Funds $96,895,299 $0 $0 $96,895,299
Percent - Total All Sources 100.00 % 0.00 % 0.00 %

With the exception of the Office of Budget and Program Planning (OBPP), the Governor's Office is entirely funded with
general fund. Within OBBP, the legislature also provided appropriations for the state employee pay plan, personal services
base contingency, personal services contingency, and contingency base funding from state and federal special revenue
and proprietary funds.
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State special revenues, federal revenues, and proprietary funds shown in the table are primarily a result of lump sum
appropriations for pay plan and contingencies described in the preceding Summary of Legislative Action.
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 6,352,784 6,352,784 12,705,568 26.89 % 6,361,130 6,361,130 12,722,260 13.13%
PL Adjustments 5,663,774 5,516,211 11,179,985 23.66% 13,995,910 16,494,455 30,490,365 31.47 %
New Proposals 6,534,796 16,834,056 23,368,852 49.45% 14,584,898 39,097,776 53,682,674 55.40 %
Total Budget $18,551,354  $28,703,051 $47,254,405 $34,941,938  $61,953,361  $96,895,299

Other Legislation

HB 4 - The legislature authorized the federal funding for the small business credit initiative to continue into FY 2017.

HB 123 - The legislature revised public records laws requiring state agencies, including the Governor's Office, to actively
manage state records. According to the fiscal note for the bill the Governor's Office might require an additional 0.50 FTE
to perform the additional duties required in HB 123.

Executive Budget Comparison

The following table compares the legislative budget for the 2017 biennium to the budget requested by the Governor, by
type of expenditure and source of funding.

E tive Budget i

xecutive Budget Comparison Base Executive Legislative Leg — Exec. Executive Legislative ~ Leg — Exec. Biennium

Budget Budget Budget Difference Budget Budget Difference Difference
Budget ltem Fiscal 2014 Fiscal 2016 Fiscal 2016 Fiscal 2016 Fiscal 2017 Fiscal 2017 Fiscal 2017  Fiscal 16-17
FTE 58.07 58.07 58.07 0.00 58.07 58.07 0.00 0.00
Personal Services 4,548,755 5,306,730 25,455,900 20,149,170 5,300,775 49,984,363 44,683,588 64,832,758
Operating Expenses 1,333,549 1,346,419 9,486,038 8,139,619 1,303,424 11,968,998 10,665,574 18,805,193
Transfers 0 0 0 0 0 0 0 0
Total Costs $5,882,304 $6,653,149 $34,941,938 $28,288,789 $6,604,199 $61,953,361 $55,349,162 $83,637,951
General Fund 5,882,304 6,653,149 18,551,354 11,898,205 6,604,199 28,703,051 22,098,852 33,997,057
Ehantgg"ther Special Rev. 0 0 10,242,102 10,242,102 0 19,097,418 19,097,418 29,339,520
Federal Spec. Rev. Funds 0 0 5,983,720 5,983,720 0 13,817,655 13,817,655 19,801,375
Other 0 0 164,762 164,762 0 335,237 335,237 499,999
Total Funds $5,882,304 $6,653,149 $34,941,938 $28,288,789 $6,604,199 $61,953,361 $55,349,162 $83,637,951

The legislature provided for a number of contingency funds for state agencies administered by the Governor. Total funding
of $5.7 million each year of the biennium including $2.5 million in general fund, $1.9 million in state special revenue, $1.3
million in federal funds was provided for a personal services contingency base. Language in HB 2 allows the Governor
to approve up to 10.00 additional FTE for state agency base budgets as part of the personal services contingency base.
The personal services contingency of $1.75 million is to be distributed by the Office of Budget Program and Planning
in the event personnel vacancies do not occur, retirement costs exceed agency resources, or other personal services
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contingencies arise. Contingency base funding was also provided. $6.0 million in general fund, $7.2 million in state
special revenue, and $5.5 million in federal revenues were provided over the 2017 biennium. The funding is to be allocated
and transferred at the discretion of the budget director. Contingency base funding may not be used by the Office of Public
Instruction for implementation of a prekindergarten or public preschool program or the Department of Natural Resources
and Conservation for rent expenses.

The legislature also provided the Governor's Office with funding for a state employee pay plan. $22.2 million in general
fund, $17.6 million in state special revenue, $11.6 million in federal revenue, and $0.4 million in proprietary funds over
the 2017 biennium were appropriated to fund the pay plan. The legislature authorized a $0.50 an hour increase to be
implemented in the pay period that includes January 15 in each year of the biennium and an increase in the state share
contribution to employee insurance in FY 2016 and FY 2017.

Language and Statutory Authority
The legislature included the following language in HB 2:

" Personal Services Contingency Base Funding is to be allocated and transferred at the discretion of the governor
in an amount determined by the governor and may be used only by a recipient agency to increase its personal services
base. With this funding, no more than a total of 10 FTE statewide may be added to the personal services base in the
executive's proposed budget for the biennium beginning July 1, 2017."

"Employee Pay and State Share may be allocated and transferred among agency programs when establishing
2017 biennium operating plans."

"Personal Services Contingency may be distributed by the office of budget and program planning when personnel
vacancies do not occur, retirement costs exceed agency resources, or other personal services contingencies arise."

"Contingency Base Funding is to be allocated and transferred at the discretion of the budget director in an amount
determined by the budget director. Contingency Base Funding may not be allocated to the office of public instruction for
implementation of a prekindergarten or public preschool program. Contingency Base Funding may be included in the base
budget for the executive's proposed budget for the biennium beginning July 1, 2017.

Contingency Base Funding may not be transferred to the department of natural resources and conservation to fund
an increase in rent expenses."
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