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Agency Budget Comparison  
The following table summarizes the total executive budget for the agency by year, type of expenditure, and source of 
funding. 
 
Agency Budget Comparison 
 
Budget Item 

 
Base 

Fiscal 2012 

 
Approp. 

Fiscal 2013 

 
Budget 

Fiscal 2014 

 
Budget 

Fiscal 2015 

 
Biennium 

Fiscal 12-13 

 
Biennium 

Fiscal 14-15 

 
Biennium 
Change 

 
Biennium 
% Change 

   
FTE 544.78 544.78 542.78 542.78 544.78 542.78 (2.00) (0.37%)
   
Personal Services 31,457,109 33,086,794 33,810,098 33,838,456 64,543,903 67,648,554 3,104,651 4.81%
Operating Expenses 13,064,306 16,719,290 16,731,521 14,491,935 29,783,596 31,223,456 1,439,860 4.83%
Equipment & Intangible Assets 989,822 930,497 1,116,676 1,116,676 1,920,319 2,233,352 313,033 16.30%
Capital Outlay 11,128 122,204 11,128 11,128 133,332 22,256 (111,076) (83.31%)
Local Assistance 0 0 5,000,000 5,000,000 0 10,000,000 10,000,000 n/a
Grants 1,553,481 1,476,647 1,553,481 1,553,481 3,030,128 3,106,962 76,834 2.54%
Benefits & Claims 0 0 200,000 200,000 0 400,000 400,000 n/a
Transfers 1,343,852 1,331,665 1,331,297 1,325,194 2,675,517 2,656,491 (19,026) (0.71%)
Debt Service 381,946 473,418 641,253 631,370 855,364 1,272,623 417,259 48.78%
   
          Total Costs $48,801,644 $54,140,515 $60,395,454 $58,168,240 $102,942,159 $118,563,694 $15,621,535 15.18%
   
General Fund 21,727,611 22,811,451 24,185,711 24,133,452 44,539,062 48,319,163 3,780,101 8.49%
State Special 25,053,700 29,275,510 34,149,975 31,979,863 54,329,210 66,129,838 11,800,628 21.72%
Federal Special 2,020,333 2,053,554 2,059,768 2,054,925 4,073,887 4,114,693 40,806 1.00%
   
          Total Funds $48,801,644 $54,140,515 $60,395,454 $58,168,240 $102,942,159 $118,563,694 $15,621,535 15.18%

 
Mission: To help ensure Montana's land and water resources provide benefits for present and future generations. 
 
For additional information, please refer to the agency profile.   
 
Agency Highlights  
 

Department of Natural Resources and Conservation 

Major Budget Highlights 
 

 The executive proposes to increase this program’s budget by 15.2% from the 
previous biennium primarily due to statewide present law adjustments and a 
proposal of $5.0 million for loan appropriation authority 

 The executive would transfer 3.0 FTE to Water Court as part of the water 
rights adjudication process 

 The Reserved Water Rights Compact Commission sunsets on July 1, 2013 
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Legislative Action Issues 
 

 The executive proposes the following for current and future fire suppression: 
 $50.0 million supplemental appropriation for current fire costs 
 Transfer from several sources to the fire suppression fund: 

o The ending balance of the Governor’s emergency fund to 
the fire suppression fund at the end of this biennium and 
each biennium following 

o Any unspent fund in excess of certain triggers 
 Considering current estimates, the Governor proposes to transfer a total of 

$18.7 million to the fire suppression fund.  Average annual fire costs are 
$23.2 million 
 

 
Agency Discussion 

Agency Personal Services Narrative  

The personal services budget for the 2015 biennium would increase over the base primarily due to the following factors: 
o Statewide present law adjustments 

o Pay increases given partway through the year that are annualized to full year funding in the 2015 biennium 
at a cost of approximately $450,500 

o Vacancy savings of approximately 8.0% compared to the budgeted 4.0% 
o Other unspecified adjustments such as longevity and payroll tax changes to fully fund positions 

 
According to the department, the pay increases provided in FY 2012 focused on bringing lower pay band positions closer 
to market. Currently, the agency offers new hires salaries that are between 90% and 100% of the market rate for that 
position. 
 
The department provided the following information pertaining to hiring and recruitment: 

o It is averaging 23 applications per recruitment; approximately a third of those applications do not meet minimum 
qualifications 

o The number of unqualified applicants rises to about half for lower pay band positions 
o The department negotiates higher salaries to hire qualified engineering and IT applicants, but anticipates a lower 

turnover rate due to this decision 
o Employment offers are rejected due to low compensation and/or other job offers 

 
Fire Suppression 
Fire costs are funded from four main sources: 

o Any unexpended balance in the fire suppression fund established in special session in FY 2008. The fund will be 
exhausted in the 2013 biennium 

o The Governor’s statutory emergency fund for any qualifying expenses up to the statutory limit of $16.0 million, 
which is also used for other emergency purposes such as flood damage 

o Other entities such as the federal government for those costs for which they are responsible 
o A general fund supplemental for any remaining costs when all other sources have been utilized. 

 
The following table shows total expenses in the 2013 biennium, 
by funding source. As shown, the department will utilize the last 
of the fire suppression fund of $4.1 million, along with $12 
million from the Governor’s emergency fund and $8.5 million 
from other responsible entities, leaving a supplemental 
appropriation balance as of this writing of $32.3 million. This 

Item Amount

Current Fire Costs $56,900,000

Reimbursements from Other Entities ($8,500,000)

FY 2013 Fire Suppression Fund Balance ($4,100,000)

Governor's Emergency Fund (estimated) ($12,000,000)

Total Required Supplemental $32,300,000
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supplemental projection does not include any funding for potential spring 2013 fire costs. 
 
The following shows the calculation of the current average 
biennial fire costs. LFD takes the costs that are the 
responsibility of the state for the most recent seven years, 
removes the high and low years, and averages the remaining 
five years. As shown, due in large part to the recent costly 
fire seasons, the average has increased to $23.4 million each 
year.  
 
The Governor has proposed the following in legislation: 

o Appropriate $50.0 million for fire costs, or $17.7 
million more than the projected required 
supplemental level using current estimates  

o Use any excess supplemental appropriation authority 
at the end of the fiscal year to replenish the fire 
suppression fund 

o Transfer the ending balance of the Governor’s emergency fund to the fire suppression fund at the end of this 
biennium and each biennium following 

o Transfer general fund dollars in excess of certain triggers: 
o Any amount above .5% of general fund reversions as long as no reductions are required provided in 17-7-

140, MCA  
o Three year temporary transfer tied to the executive’s corporation license tax revenue estimates 

o Cap the fire fund at $100 million 
o Make appropriations from the fire suppression fund statutory 

 

The Governor is assuming, with a combination of the remainder in the supplemental appropriation and 
the Governor’s emergency fund, a transfer of approximately $18.7 million to the fire suppression fund 
at the end of FY 2013. As shown in the table above, the average cost of a fire season is currently over 

$23 million each year. 

LFD 
COMMENT 

Tribal Water Compacts 

The Governor proposes a bill to adopt the compact between Confederated Salish and Kootenai Tribes and the State of 
Montana. The state will sell $72 million of general obligations bonds fulfilling the state’s $55 million obligation for the 
Confederated Salish and Kootenai Tribes, $14 million to the Blackfeet Nations, and $3 million to the Fort Belknap 
Tribes water compacts. This would resolve all outstanding financial obligations of the State of Montana relative to the 
Tribal water compacts.  
 

The parties have agreed to the proposed compact. Public comment is expected to be received the first 
two weeks of December, and the full commission will meet the third week of December to consider the 
public comments and decide whether to proceed with presenting the agreement to the legislature. The 

compact does not go to the U.S. Congress until the legislature approves it. Congress prefers to have assurance that there 
is state support. There are expected to be start-up costs for the Flathead irrigation project. Therefore, bonds would be 
issued upon agreement of the commission and the tribes, which would then trigger a portion of issuance of bonds in the 
2015 biennium. 

LFD 
COMMENT 

 
  

Fiscal Year Total Costs Reimbursements State Costs

2007 $61,000,318 ($21,290,928) $39,709,390

2008 108,152,537 (56,757,219) 51,395,318

2009 10,082,885 (3,211,351) 6,871,534

2010 6,695,714 (1,047,748) 5,647,966

2011 3,293,346 (807,571) 2,485,775

2012 Estimate 20,015,142 (3,520,822) 16,494,320

2013 Estimate 56,897,350 (8,547,193) 48,350,157

7 Year Total $266,137,292 ($95,182,832) $122,604,303

7 Year Average $38,019,613 ($13,597,547) $17,514,900

$30,938,282 ($7,523,608) $23,414,673

Average Cost of Fire Suppression

5 Year Adj. 
Average
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State Parks on Trust Lands 

In a prior legislative audit of the department, it was noted the common schools and Montana Tech trusts were not being 
compensated for use of the First Peoples Buffalo Jump, Madison Buffalo Jump, and Lewis and Clark Caverns state 
parks. Written agreements were needed to ensure the Madison Buffalo Jump and Lewis and Clark Caverns state parks 
trusts were fully compensated. 
 
According to the audit, department personnel do not have any plans of quantifying and seeking full compensation for 
historical use of the trust lands. In addition, department personnel agree they need agreements with FWP in order to be 
fully compensated for Madison Buffalo Jump and Lewis and Clark Caverns state parks. The department sought to enter 
into agreements with FWP, but FWP did not sign the agreements. FWP personnel stated they have not signed the 
agreements because they have some unresolved issues such as funding, and have not reached a final decision as to how 
they will proceed. DNRC personnel stated they have billed FWP without an agreement and hope to receive payment. 

Update on PPL v Montana 

In March 2010, the Montana Supreme Court ruled that PPL Montana (PPL) was responsible for paying the State of 
Montana for its use of Montana's riverbeds in its hydroelectric facilities and affirmed an award of approximately $41 
million to the state for back rents from 2000 to 2007. The Montana Supreme Court's decision hinged primarily on its 
conclusion that the stretches of rivers (Missouri, Madison and Clark Fork Rivers) upon which PPL's dams are located 
were "navigable" at the time of Montana's statehood.  
 
PPL appealed to the United States Supreme Court and on February 22, 2012, the Court reversed the Montana Supreme 
Court's decision and remanded the case back to the state appellate court for further proceedings consistent with its ruling. 
The U.S. Supreme Court concluded that the Montana Supreme Court had erred in its conclusion that the stretches of 
riverbeds in question were navigable at the time of statehood. The U.S. Supreme Court explained that in determining 
whether a river was navigable at the time of statehood, the Montana Courts should have considered the rivers in question 
on a segment-by-segment basis. This means that each section of a river is viewed as a discrete, identifiable segment, 
which must be navigable "in fact." For example, the U.S. Supreme Court focused on the section of the Missouri River 
portion located near Great Falls and the fact that during the days of Lewis and Clark, well before statehood, the party had 
to portage their boats and gear instead of using the river to travel. Given that the falls could not be navigated, and 
required portage around, the U.S. Supreme Court concluded that those segments of the Missouri River were not 
navigable in fact. 
 
On remand, the Montana Supreme Court is to consider "the relevant evidence in light of the principles" announced in the 
U.S. Supreme Court's ruling on how navigability is determined. Application of the principles in the U.S. Supreme Court 
decision, however, guarantees that the $41 million award will be reduced, although by what sum cannot be estimated 
presently. Avista and Pacificorp, who prior to the court’s decision had made separate agreements with the state, have 
made no public comment pertaining to current lease payments. The Department of Natural Resources and Conservation 
does not anticipate that the U.S. Supreme Court’s ruling will affect the current lease payments from those two entities. 

Reserved Water Rights Compact Commission Sunsets 

The Montana Reserved Water Rights Compact Commission (RWCC) was created by the legislature in 1979 as part of 
the state-wide water rights adjudication effort. It consists of four members appointed by the Governor, two by the 
President of the Senate, two by the Speaker of the House of Representatives, and one by the Attorney General. The 
commission negotiates water rights with the Indian tribes and federal agencies, which claim federal reserved water rights 
within the state, to establish a formal agreement (compact) on the amount of water to be allocated to each interest. The 
commission is due to sunset at the end of FY 2013. The 2011 legislature appropriated funds in the 2011 session for an 
implementation bureau to address the transitional issues when the commission sunsets in July of 2013. 
. 
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5% Reduction Plan 

Statute requires that agencies submit plans to reduce general fund and certain state special revenue funds by 5%.  A 
summary of the entire 2015 biennium 5% plan submitted for this agency is in the appendix.  

IT Systems 

State agencies have identified information technology (IT) systems that are critical to the state as a whole or to the 
agency. Further, state agencies have assessed the age of the systems to establish whether the system is: 

o New 
o Emerging 
o Mature 
o Declining 
o Obsolete 

 
The Legislative Finance Committee recommended that House Appropriations and Senate Finance and Claims Committee 
leadership direct the Long Range Planning Subcommittee to meet jointly with each of the appropriate joint 
appropriations subcommittees to discuss priorities related to critical IT systems, and that state agencies be prepared to 
discuss: 

o Current plans to address obsolescence 
o Costs to replace the system 
o Costs of maintaining the current system 
o Risks associated with both retaining the current system and replacing the system 

 
LFD staff will be prepared to discuss issues related to those systems that have been determined to be either critical to the 
state as a whole or to the agency and either declining or obsolete. Issues include security, continuity of operations, and 
funding. 

Agency Goals and Objectives 

Goals and objectives for the agency can be found in the appendix. 
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Funding  
The following table shows agency funding by source of authority, as proposed by the executive. Funding for each 
program is discussed in detail in the individual program narratives that follow. 
 

 
 
General fund supports operating costs across the department. The programs in the Forestry Division and the Water 
Resource Division receive the most general fund support. 
 
The agency receives funds from interest derived from the resource indemnity trust (RIT) for projects and operational 
support. The grant and loan programs funded by the RIT interest are also managed by the agency. A discussion on RIT 
and related funds can be found in the agency narrative of the Department of Environmental Quality. 
 
Other state special revenue is derived from fire protection taxes, oil and gas operating fees, forest improvement fees, and 
revenues retained from state land activities for administration costs. Federal funds come from a variety of sources such as 
the Federal Emergency Management Agency, the United States Department of Agriculture, and the Bureau of Land 
Management. 
 
The agency includes proprietary funding that does not require an appropriation and so does not appear in HB 2. Rates 
charged to generate these funds are approved by the legislature and discussed in the individual program narratives that 
follow. This agency has an air operations fund and the seedling nursery fund. Both can be found at the end of the 
Forestry Division. 
 
Budget Summary by Category  
The following summarizes the total budget by base, present law adjustments, and new proposals. 
 
Budget Summary by Category 
 ------------------------------General Fund------------------------------ ------------------------------Total Funds------------------------------ 
 
Budget Item 

Budget 
Fiscal 2014 

Budget 
Fiscal 2015 

Biennium 
Fiscal 14-15 

Percent 
of Budget 

Budget 
Fiscal 2014 

Budget 
Fiscal 2015 

Biennium 
Fiscal 14-15 

Percent 
of Budget 

   
Base Budget 21,727,611 21,727,611 43,455,222 89.93% 48,801,644 48,801,644 97,603,288 82.32%
Statewide PL Adjustments 1,790,458 1,735,676 3,526,134 7.30% 2,479,955 2,406,913 4,886,868 4.12%
Other PL Adjustments 664,804 667,327 1,332,131 2.76% 9,108,278 6,954,106 16,062,384 13.55%
New Proposals 2,838 2,838 5,676 0.01% 5,577 5,577 11,154 0.01%
   
          Total Budget $24,185,711 $24,133,452 $48,319,163 $60,395,454 $58,168,240 $118,563,694

 
  

Non-
Budgeted Statutory Total All % Total

Funds HB 2 Proprietary Appropriation Sources All Funds

$48,319,163 $0 $0 $48,319,163 38.7%
66,129,838                -                  200,000       66,329,838    53.1%

4,114,693                  -                  -                    4,114,693      3.3%
-                                  6,108,309  -                    6,108,309      4.9%
-                                  -                  -                    -                       0.0%
-                                  -                  -                    -                       0.0%

Total All Funds $118,563,694 $6,108,309 $200,000 $124,872,003

94.9% 4.9% 0.2%Percent - Total All Sources

Total Dept Of Natural Resources & Conservation Funding by Source of Authority
2015 Biennium Budget

General Fund
State Special Total
Federal Special Total
Proprietary Total
Current Unrestricted 
Other Total
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Language and Statutory Authority  
The Governor recommends the following language be included in HB 2. 
"During the 2015 biennium, up to $1 million of funds currently in or to be deposited in the Broadwater replacement and 
renewal account is appropriated to the department for repairing or replacing equipment at the Broadwater hydropower 
facility." 
 
"During the 2015 biennium, up to $100,000 of interest earned on the Broadwater water users account is appropriated to 
the department for the purpose of repair, improvement, or rehabilitation of the Broadwater-Missouri diversion project." 
 
"During the 2015 biennium, up to $500,000 of funds currently in or to be deposited in the state project hydropower 
earnings account is appropriated for the purpose of repairing, improving, or rehabilitating department state water 
projects." 
 
"The department is appropriated up to $600,000 for the 2015 biennium from the natural resources operations account 
established in 15-38-301 for the purchase of prior liens on property held as loan security as provided in 85-1-615." 
 
"The department is appropriated up to $1,000,000 for the 2015 biennium from the coal bed methane protection account 
established in 76-15-904 for potential landowner or water right holder claims for emergency loss of water related to coal 
bed methane development." 
 
"The department is authorized to decrease federal special revenue in the pollution control and/or drinking water 
revolving fund loan programs and increase state special revenue by a like amount within administration accounts when 
the amount of federal EPA CAP grant funds allocated for administration of the grant have been expended or federal 
funds and bond proceeds will be used for other program purposes as authorized in law providing for the distribution of 
funds." 
 


