6501 - DEPARTMENT OF COMMERCE

SUMMARY

Agency Budget Comparison

The following table summarizes the total legislative budget for the agency by year, type of expenditure, and source of

funding.
Agency Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2010 Fiscal 2011 Fiscal 2012 Fiscal 2013 Fiscal 10-11 Fiscal 12-13 Change % Change
FTE 50.66 50.66 56.00 56.00 50.66 56.00 5.34 10.54%
Personal Services 3,014,479 3,199,829 3,561,490 3,561,961 6,214,308 7,123,451 909,143 14.63%
Operating Expenses 3,310,301 5,178,533 6,338,726 6,629,586 8,488,834 12,968,312 4,479,478 52.77%
Equipment & Intangible Assets 0 97,650 0 0 97,650 0 (97,650) (100.00%)
Grants 14,505,844 22,354,042 18,218,692 18,644,080 36,859,886 36,862,772 2,886 0.01%
Transfers 0 0 0 0 0 0 0 n/a

Total Costs $20,830,624 $30,830,054 $28,118,908 $28,835,627 $51,660,678 $56,954,535 $5,293,857 10.25%
General Fund 2,598,996 2,692,843 5,248,029 5,248,842 5,291,839 10,496,371 5,205,032 98.36%
State Special 4,216,567 6,178,304 6,804,204 6,823,681 10,394,871 13,627,885 3,233,014 31.10%
Federal Special 14,015,061 21,958,907 16,066,675 16,763,104 35,973,968 32,829,779 (3,144,189) (8.74%),

Total Funds $20,830,624 $30,830,054 $28,118,908 $28,835,627 $51,660,678 $56,954,535 $5,293,857 10.25%

Agency Description

The Department of Commerce strives to enhance the economic prosperity for all Montanans. The Department works
with its customers (economic and community development organizations, businesses, communities, governmental
entities, elected officials, and the public) to diversify and expand the state’s economic base through business creation,
expansion, and retention and improvement of our infrastructure, housing and facilities.

The Department is composed of nine major divisions as follows:

Business Resources Division

o Board of Research and Commercialization Technology

State Tribal Economic Development Commission
Regional Development Bureau
Census and Economic Information Center
Trade and International Relations Bureau

o Small Business Development Center Bureau
Montana Promotion Division

o Tourism Marketing and Promotion

o Film Marketing and Promotion

o Tourism Development and Education

o Industry Services and Operations
Energy Promotion & Development Division
Community Development Division
Community Development Block Grant Program
Community Technical Assistance Program
Treasure State Endowment Program
Neighborhood Stabilization Program
Coal Board

o Hard Rock Mining Impact Board
Montana Facility Finance Authority
Housing Division

© O © ©

© O O © O
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Board of Housing
Housing Assistance Bureau

Board of Investments
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6501 - DEPARTMENT OF COMMERCE SUMMARY

Montana Heritage Commission
Director’s Office
o Offices of Accounting and Budget, Legal Affairs, Human Resources, Information Technology, and Public
Information
o  Quality Schools Program
o Montana Council on Developmental Disabilities

The Department of Commerce encompasses a number of programs that provide grant administration, federal program
administration, state initiatives, and investment services in order to diversify and expand the state’s economic base

through business creation, expansion, and retention and improvement of infrastructure, housing and facilities.

Agency Highlights

Department of Commerce
Major Budget Highlights

¢ The overall budget increases by 10.3%, or $5.3 million, including a general
fund increase of $5.2 million, primarily due to continued funding of programs
that had been funded one-time-only in previous biennia:
e Indian country economic development
e  Main Street Program
e High Performance Computing center in Butte
¢ The legislature approved as an ongoing program the Energy Promotion and
Development Division that had previously been funded one-time-only
¢ These increases are partially offset by the elimination of the Regional
Development Program, including 3.66 FTE
¢ A request for an increase in the indirect cost rates was not approved, leaving
the rate at 12.95%

Summary of Legislative Action

The department receives an overall increase of $5.3 million, or 10.3% in the 2013 biennium compared to the 2011
biennium. Much of the increase is due to continued funding of programs that have been funded as one-time-only for
several biennia. These are not included in the base budget, but are included in appropriation authority for the next
biennium. 3.66 FTE regional development officer positions were eliminated.

The Energy Promotion and Development Division (EPDD), which had twice been previously funded as one-time-only, is
established as an ongoing program which will be included in base funding for future legislative consideration. The
establishment of this program includes 5.00 FTE.

A number of functions in the agency are funded with proprietary funds, which do not require an appropriation. Internal
service proprietary funds require that the legislature approve the maximum rate the agency can charge. While the
department had requested an increase in the indirect rate charged for centralized services functions, the legislature
maintained the rate at 12.95%.
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Funding
The following table summarizes funding for the agency, by program and source. Funding for each program is discussed
in the individual program narratives that follow.

Total Agency Funding

2013 Biennium Budget
Agency Program General Fund ~ State Spec. " Fed Spec. Grand Total ~ Total %
51 Business Resources Division $ 7813707 $§ 4,408,723 § 9,774,990 $ 21,997,420 38.62%
52 Montana Promotion Division - 1,529,308 - 1,529,308 2.69%
55 Energy Promotion & Dev Division 910,000 - - 910,000 1.60%
60 Community Development Division 1,043,791 7,638,254 10,970,079 19,652,124 34.50%
74 Housing Division - 51,600 10,884,710 10,936,310 19.20%
81 Director'S Office 729,373 - 1,200,000 1.929.373 3.39%
Grand Total $ 10496871 $ 13,627.885 $ 32.829.779 § 56.954.535 100.00%

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 Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget
Base Budget 2,598,996 2,598,996 5,197,992 49.52% 20,830,624 20,830,624 41,661,248 73.15%
Statewide PL Adjustments 98,506 100,044 198,550 1.89% 272,912 225,435 498,347 0.87%
Other PL Adjustments (5,832) (5,209) (11,041) (0.11%) 4,987,840 5,701,613 10,689,453 18.77%
New Proposals 2,556,359 2,555,011 5,111,370 48.69% 2,027,532 2,077,955 4,105,487 7.21%
Total Budget $5,248,029 $5,248,842 $10,496,871 $28,118,908 $28,835,627 $56,954,535

Other Legislation
HB 196 - This bill allows the department to advocate on behalf of local governments regarding significant federal land
management proposals if funds are available. No appropriations were provided for this purpose.

HB 351 - This bill appropriates funding for the Treasure State Endowment Program (TSEP), which is administered by
the department, for local infrastructure projects. For a discussion of TSEP, see Section F in Volume 4.

HB 604 - This bill affects the department through a provision which alters the statutory appropriation to the Research and
Commercialization Program administered by the department, by obligating portions of this appropriation temporarily in
statute. Funding is provided for small business matching grants and the high performance computing center within the
department, while other funds are appropriated to the Board of Regents of the Montana University System. The total
amount restricted by this bill is $800,000 in FY 2012 and $800,000 in FY 2013.

HB 611 - This bill affects the department through a provision which annually distributes $195,000 of the statutory

appropriation for the Research and Commercialization Program to the Department of Agriculture for the Montana Food
and Agricultural Development Program.
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SUMMARY

Executive Budget Comparison
The following table compares the legislative budget in the 2013 biennium to the budget requested by the Governor, by
type of expenditure and source of funding.

Executive Budget Comparison
Base Executive Legislative Leg — Exec. Executive Legislative Leg — Exec. Biennium
Budget Budget Budget Difference Budget Budget Difference Difference

Budget Item Fiscal 2010 Fiscal 2012 Fiscal 2012 Fiscal 2012 Fiscal 2013 Fiscal 2013 Fiscal 2013 Fiscal 12-13
FTE 50.66 56.00 56.00 0.00 56.00 56.00 0.00
Personal Services 3,014,479 3,564,807 3,561,490 (3,317) 3,565,264 3,561,961 (3,303) (6,620)
Operating Expenses 3,310,301 6,463,726 6,338,726 (125,000) 6,754,586 6,629,586 (125,000) (250,000)
Equipment & Intangible Assets 0 0 0 0 0 0 0 0
Grants 14,505,844 18,382,856 18,218,692 (164,164) 18,756,426 18,644,080 (112,346) (276,510)
Transfers 0 0 0 0 0 0 0 0

Total Costs $20,830,624 $28,411,389 $28,118,908 ($292,481) $29,076,276 $28,835,627 ($240,649) ($533,130)
General Fund 2,598,996 5,011,683 5,248,029 236,346 5,012,435 5,248,842 236,407 472,753
State/Other Special 4,216,567 7,333,031 6,804,204 (528,827) 7,300,737 6,823,681 (477,056) (1,005,883)
Federal Special 14,015,061 16,066,675 16,066,675 0 16,763,104 16,763,104 0 0

Total Funds $20,830,624 $28,411,389 $28,118,908 ($292,481) $29,076,276 $28,835,627 ($240,649) ($533,130)

The legislative budget is reduced by $0.5 million from the executive proposal, due in part to a reduction in funding for
the high performance computing center in Butte. Additional funding for this center was provided in HB 604, funding it
at the same level as the executive request.

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

"Business Resources Division includes a reduction in general fund money of $3,317 in FY 2012 and $3,303 in FY 2013.
The agency may allocate this reduction in funding among programs when developing 2013 biennium operating plans."
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51-BUSINESS RESOURCES DIVISION

Program Budget Comparison

The following table summarizes the total legislative budget for the program by year, type of expenditure, and source of

funding.
Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium

Budget Item Fiscal 2010 Fiscal 2011 Fiscal 2012 Fiscal 2013 Fiscal 10-11 Fiscal 12-13 Change % Change
FTE 25.16 25.16 25.50 25.50 25.16 25.50 0.34 1.35%
Personal Services 1,515,117 1,667,729 1,669,605 1,669,052 3,182,846 3,338,657 155,811 4.90%
Operating Expenses 1,808,937 3,407,304 4,412,923 4,743,222 5,216,241 9,156,145 3,939,904 75.53%
Grants 2,448,507 3,520,966 4,751,167 4,751,451 5,969,473 9,502,618 3,533,145 59.19%
Transfers 0 0 0 0 0 0 0 n/a

Total Costs $5,772,561 $8,595,999 $10,833,695 $11,163,725 $14,368,560 $21,997,420 $7,628,860 53.09%
General Fund 2,068,346 2,153,892 3,905,408 3,908,299 4,222,738 7,813,707 3,590,969 85.04%
State Special 112,474 2,342,470 2,204,848 2,203,875 2,454,944 4,408,723 1,953,779 79.59%
Federal Special 3,591,241 4,099,637 4,723,439 5,051,551 7,690,878 9,774,990 2,084,112 27.10%

Total Funds $5,772,561 $8,595,999 $10,833,695 $11,163,725 $14,368,560 $21,997,420 $7,628,860 53.09%

Program Description

The Business Resources Division is comprised of a variety of programs aimed at improving, enhancing, and diversifying
Montana’s economic and business climate. Working closely with the private sector, the Governor’s Office, the
Legislature, economic and community development partners, other department divisions, state agencies, and federal and
private programs, the division strives to enhance the economic base of Montana through business creation, expansion,

and retention efforts.

The mission of the Business Resources Division is to deliver information, technical assistance, and financial resources to
communities and businesses in Montana resulting in the development and prosperity of our state.

Program Highlights

Business Resources Division
Major Budget Highlights

The budget increases by $7.6 million, or 53.1% compared to the 2011
biennium
General fund increases $3.6 million, or 85.0%, from the 2011 biennium to the
2013 biennium, primarily due to the funding for programs, including a total
4.00 FTE, that had been made one-time-only by the previous legislature:

e Indian country economic development

e Montana Main Street Program

e Primary business sector training grants

e High performance computing operating costs
State special funds increase $2.0 million, or 79.6%, due to loans to certified
micro-business development corporations
Federal special funds increase $2.1 million, or 27.1%, to fully utilize the
expected level of federal funding available in the 2013 biennium
These increases are partially offset by the elimination of the Regional
Development Program, including 3.66 FTE
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6501 - DEPARTMENT OF COMMERCE 51-BUSINESS RESOURCES DIVISION

Program Narrative

The budget for the Business Resources Division is increased by $7.6 million as compared to the 2011 biennium, in large
part due to the continuing approval of funding for four different programs that have been previously approved as one-
time-only, and are again funded as such in this budget.

Indian country economic development, the main street program, workforce training grants, and the high performance
computing center all receive funding on a one-time-only basis, totaling $4.1 million for the biennium. The high
performance computing center also receives $250,000 from research and commercialization in HB 604.

State and federal special funds authority is also increased, allowing the program to book loans to certified micro-business
development corporations and allow the department to utilize expected federal funding as it becomes available.

Partially offsetting these increases is the elimination of the Regional Development Program, including 3.66 FTE. This
program and these positions had not been utilized in the current budget, and this legislative action officially closes the
program.

Funding
The following table shows program funding, by source, for the base year and for the 2013 biennium as adopted by the

legislature.

Program Funding Table
Business Resources Division

Base % of Base Budget % of Budget Budget % of Budget

Program Funding FY 2010 FY 2010 FY 2012 FY 2012 FY 2013 FY 2013
01000 Total General Fund $ 2,068,846 358% $ 3,905,408 36.0% $ 3,908,299 35.0%
01100 General Fund 2,068,846 35.8% 3,905,408 36.0% 3,908,299 35.0%
02000 Total State Special Funds 112,474 1.9% 2,204,848 20.4% 2,203,875 19.7%
02090 Business Asst-Private 5,820 0.1% 75,820 0.7% 75,820 0.7%
02210 Microbusiness Admin Acct 93,987 1.6% 116,361 1.1% 115,388 1.0%
02212 Microbusiness Loan Acct - - 2,000,000 18.5% 2,000,000 17.9%
02791 Sbir Private Funds 12,667 0.2% 12,667 0.1% 12,667 0.1%
03000 Total Federal Special Funds 3,591,241 62.2% 4,723,439 43.6% 5,051,551 45.2%
03059 Community Development Block 2,549,514 44.2% 3,514,162 32.4% 3,504,714 31.4%
03061 Eda Revolving Loan Fund 77,071 1.3% 231,071 2.1% 377,071 3.4%
03172 Sbir Outreach 3,407 0.1% 3,407 0.0% 3,407 0.0%
03207 Small Business Dev. Centers 624,276 10.8% 637,826 5.9% 636,386 5.7%
03233 Instep/Epscor Funds 29,973 0.5% 29,973 0.3% 29,973 0.3%
03932 Cdbg RIf 307.000 53% 307.000 2.8% 500,000 4.5%
Grand Total $ 5772561 100.0% $ 10,833,695 100.0% $ 11,163,725 100.0%

General fund is the largest source of funds and supports a number of functions including technology and biomedical
research programs, the Montana Capital Investment Board, Census and Economic Information Center, tribal economic
development, the Made in Montana program, regional development programs, and international relations programs. The
general fund increase is primarily due to continued funding of economic development programs that had been one-time-
only in the previous biennium.

State special revenue is also increased, allowing for $2.0 million to record loans made through the Small Business
Development Center to micro-business development centers.

Federal special revenue is expanded in this budget to utilize federal funds expected to be available for a variety of
purposes. The largest component of this federal funding is for community development block grants.
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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 Fund
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget
Base Budget 2,068,846 2,068,846 4,137,692 52.95% 5,772,561 5,772,561 11,545,122 52.48%
Statewide PL Adjustments 98,752 101,615 200,367 2.56% 186,925 178,132 365,057 1.66%
Other PL Adjustments 1,114 2,537 3,651 0.05% 3,137,513 3,477,731 6,015,244 30.07%
New Proposals 1,736,696 1,735,301 3,471,997 44.43% 1,736,696 1,735,301 3,471,997 15.78%
Total Budget $3,905,408 $3,908,299 $7,813,707 $10,833,695 $11,163,725 $21,997,420

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget adopted by the legislature.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

Present Law Adjustments

Fiscal 2012 Fiscal 2013
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
Personal Services 243,504 242,838
Vacancy Savings (70,339) (70,313)
Inflation/Deflation (826) (667)
Fixed Costs 14,586 6,274
Total Statewide Present Law Adjustments
$98,752 $15,857 $72,316 $186,925 $101,615 $14,935 $61,582 $178,132
DP 5108 - BRD ADMINISTRATIVE COSTS ADJUSTMENTS HB 2
0.00 1,114 2,076,517 159,882 2,237,513 0.00 2,537 2,076,466 498,728 2,571,731
DP 5109 - BRD FEDERAL GRANTS ADJUSTMENTS HB 2
0.00 0 0 900,000 900,000 0.00 0 0 900,000 900,000

Total Other Present Law Adjustments
0.00 $1,114 $2,076,517 $1,059,882 $3,137,513 0.00 $2,537 $2,076,466 $1,398,728 $3,477,731

Grand Total All Present Law Adjustments
0.00 $99,866 $2,092,374 $1,132,198 $3,324,438 0.00 $104,152 $2,091,401 $1,460,310 $3,655,863

DP 5108 - BRD ADMINISTRATIVE COSTS ADJUSTMENTS HB 2 - The legislature approved a request for additional
operating costs in the Small Business Development Center (SBDC) bureau. The appropriation includes $2.0 million
state special revenue each year to record loans to certified micro-business development corporations on the state
accounting system.

DP 5109 - BRD FEDERAL GRANTS ADJUSTMENTS HB 2 - The legislature approved an adjustment to federal funds
authority for the amount of federal funds available in the 2013 biennium.
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New Proposals
New Proposals

Fiscal 2012 Fiscal 2013
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds

DP 5101 - BRD Primary Business Sector Training HB 2 OTO

51 2.00 1,000,000 0 0 1,000,000 2.00 1,000,000 0 0 1,000,000
DP 5102 - BRD Indian Country Economic Development HB 2 OTO

51 1.00 800,000 0 0 800,000 1.00 800,000 0 0 800,000
DP 5103 - BRD Main Street Program HB 2 OTO

51 1.00 125,000 0 0 125,000 1.00 125,000 0 0 125,000
DP 5112 - High Performance Computing - OTO

51 0.00 125,000 0 0 125,000 0.00 125,000 0 0 125,000
DP 55400 - 4% PERSONAL SERVICES REDUCTION

51 (3.66) (309,987) 0 0 (309,987) (3.66) (311,396) 0 0 (311,396)
DP 97100 - Reduction in Worker's Compensation Costs

51 0.00 (3,317) 0 0 (3,317) 0.00 (3,303) 0 0 (3,303)

Total 0.34 $1,736,696 $0 $0 $1,736,696 0.34 $1,735,301 $0 $0 $1,735,301

DP 5101 - BRD Primary Business Sector Training HB 2 OTO - The legislature approved $1,000,000 per year on a one-
time-only basis to fund grant funds for new and existing Montana businesses to train employees.

DP 5102 - BRD Indian Country Economic Development HB 2 OTO - The legislature approved funding for the Indian
Country Economic Development Program consisting of $240,000 per year for the Indian Equity Fund, Indian
entrepreneurship training, and administration on a one-time-only basis. Also included was $560,000 for direct tribal
payments of $70,000 each for economic development and 1.00 FTE associated with the program.

DP 5103 - BRD Main Street Program HB 2 OTO - The legislature approved one-time-only funding for the 2013
biennium for a program to help communities strengthen and preserve their historic downtowns by focusing on economic
development through organization, design, and promotion.

DP 5112 - High Performance Computing - OTO - The legislature authorized funding for the High Performance
Computing center in Butte, with a one-time-only, restricted appropriation. The intent is to provide funding for this
program to become self-sustaining.

DP 55400 - 4% PERSONAL SERVICES REDUCTION - The legislature approved a 4% reduction in general fund
personal services budgets that was part of the executive budget recommendations. The reduced FTE are regional
development officers.

DP 97100 - Reduction in Worker's Compensation Costs - The legislature reduced general fund support for worker's
compensation costs based upon the anticipated impact of HB 334. The agency may allocate this reduction in funding
among programs.

LFD Fiscal Report A-152 2013 Biennium



6501 - DEPARTMENT OF COMMERCE 52-MONTANA PROMOTION DIVISION

Program Budget Comparison
The following table summarizes the total legislative budget for the program by year, type of expenditure, and source of
funding.

Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2010 Fiscal 2011 Fiscal 2012 Fiscal 2013 Fiscal 10-11 Fiscal 12-13 Change % Change
Operating Expenses 621,696 750,000 779,308 750,000 1,371,696 1,529,308 157,612 11.49%
Total Costs $621,696 $750,000 $779,308 $750,000 $1,371,696 $1,529,308 $157,612 11.49%
State Special 621,696 750,000 779,308 750,000 1,371,696 1,529,308 157,612 11.49%
Total Funds $621,696 $750,000 $779,308 $750,000 $1,371,696 $1,529,308 $157,612 11.49%

Program Description

Mission: To strengthen Montana’s economy through the promotion of the state as a vacation destination and film
location; by maximizing the combined talents and abilities of its staff: and with guidance from the Governor’s Tourism
Advisory Council, the Montana Promotion Division strives to promote a quality experience to visitors while encouraging
preservation of Montana’s environment and quality of life.

The Montana Promotion Division functions to increase visitor travel, visitor expenditures, and film production in the
state. This is accomplished through various marketing efforts, networking with the state’s public and private sector
tourism and recreation industry and agencies, and providing education and development assistance. The division works
to project a positive image of the state through consumer advertising, electronic marketing, public relations efforts,
international and domestic group travel marketing, printing and distribution of literature, assisting in the development of
tourism infrastructure, and marketing to motion picture and television production companies. The division provides
training and assistance to the Montana tourism industry, administers and distributes infrastructure grants, and oversees
expenditures of six regional non-profit corporations and the eleven qualified convention and visitors bureaus.

Montana Promotion Division responsibilities are mandated primarily in Title 15, Chapter 65, and Title 2, Chapter 15,
MCA.

Program Highlights

Montana Promotion Division
Major Budget Highlights

¢ Over 95% of the Montana Promotion Division budget, including 28.5 FTE, is
supported by statutory appropriations not reflected in HB 2

¢ The increase of 11.5% from the 2011 biennium to the 2013 biennium is due
to statewide present law adjustments and an increase in private funds
authority

Program Narrative

The Montana Promotion Division budget increases by 11.5% when compared to the 2011 biennium primarily due to the
difference between the current appropriated level of $750,000 per fiscal year, and the actual expenditures of the base
budget year. This same amount has been approved in recent legislative budgets, but the actual amount spent varies
depending upon the amount of private funds provided to the department.
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Funding
The following table shows program funding, by source, for the base year and for the 2013 biennium as adopted by the
legislature.

Program Funding Table
Montana Promotion Division
Base % of Base Budget % of Budget Budget % of Budget
Program Funding FY 2010 FY 2010 FY 2012 FY 2012 FY 2013 FY 2013
02000 Total State Special Funds $ 621,696 100.0% $ 779,308 100.0% $ 750,000 100.0%
02116 Accommodation Tax Account 11,774 1.9% 29,308 3.8% - -
02154 Mt Promotion-Private 609.922 98.1% 750,000 96.2% 750,000 100.0%
Grand Total $ 621,696 100.0% $ 779,308 100.0% $ 750,000 100.0%

The Montana Promotion Division is funded entirely by state special revenues. The funding table above denotes that
portion of the total division funding that is appropriated in HB 2. Of these funds, $750,000 annually is from private
contributions to joint private/state targeted advertising campaigns. The remaining funding is appropriated from a portion
of the 4% Montana lodging facility use tax for legislative audit costs.

The portion of the division’s budget that is considered by the legislature in HB 2 is less than 5% of the division’s total
budget for the 2013 biennium. The remaining $34.45 million biennium budget is funded by the statutorily appropriated
lodging facility use tax.

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 Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget
Base Budget 0 0 0 0.00% 621,696 621,696 1,243,392 81.30%
Statewide PL Adjustments 0 0 0 0.00% 17,787 (11,521) 6,266 0.41%
Other PL Adjustments 0 0 0 0.00% 139,825 139,825 279,650 18.29%
New Proposals 0 0 0 0.00% 0 0 0 0.00%
Total Budget $0 $0 $0 $779,308 $750,000 $1,529,308
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Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget adopted by the legislature.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

Present Law Adjustments

Fiscal 2012 Fiscal 2013
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
Inflation/Deflation 253 253
Fixed Costs 17,534 (11,774)

Total Statewide Present Law Adjustments
$0 $17,787 $0 $17,787 $0 ($11,521) $0 ($11,521)

DP 5208 - MPD PRIVATE FUNDS & AUDIT ADJUSTMENTS HB 2
0.00 0 139,825 0 139,825 0.00 0 139,825 0 139,825

Total Other Present Law Adjustments
0.00 $0 $139,825 $0 $139,825 0.00 $0 $139,825 50 $139,825

Grand Total All Present Law Adjustments
0.00 $0 $157,612 $0 $157,612 0.00 $0 $128,304 $0 $128,304

DP 5208 - MPD PRIVATE FUNDS & AUDIT ADJUSTMENTS HB 2 - The legislature approved an adjustment to the
Montana Promotion Division HB 2 private funds appropriation to $750,000 for each year of the biennium.

New Proposals
New Proposals

Fiscal 2012 Fiscal 2013
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 95101 - 5% Plan - Reduce Private Funds
52 0.00 0 (162,748) 0 (162,748) 0.00 0 (162,748) 0 (162,748)
DP 96101 - Restore 5% - Private Funds Authority
52 0.00 0 162,748 0 162,748 0.00 0 162,748 0 162,748
Total 0.00 $0 $0 $0 $0 0.00 $0 $0 $0 $0

DP 95101 - 5% Plan - Reduce Private Funds - The legislature reduced the authority in the private funds matched by the
state for targeted advertising. The agency included this reduction in the statutorily required plan to reduce the base
expenditures of general fund and certain state special revenue funds by 5%. This reduction was reversed in DP 96101.

DP 96101 - Restore 5% - Private Funds Authority - The legislature reversed a 5% reduction by restoring authority for
expenditures of private funds provided for the purpose of promoting private Montana tourism related business in venues
outside Montana.
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Program Budget Comparison
The following table summarizes the total legislative budget for the program by year, type of expenditure, and source of
funding.

Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2010 Fiscal 2011 Fiscal 2012 Fiscal 2013 Fiscal 10-11 Fiscal 12-13 Change % Change
FTE 0.00 0.00 5.00 5.00 0.00 5.00 5.00 n/a
Personal Services 0 0 332,164 332,393 0 664,557 664,557 n/al
Operating Expenses 0 0 122,836 122,607 0 245,443 245,443 n/aj
Total Costs $0 $0 $455,000 $455,000 $0 $910,000 $910,000 n/a
General Fund 0 0 455,000 455,000 0 910,000 910,000 n/a
Total Funds $0 $0 $455,000 $455,000 $0 $910,000 $910,000 n/a

Program Description

The Energy Promotion and Development Division (EPDD) works directly with private industry, local and regional
economic development organizations, and state, federal, and tribal governments to facilitate, promote, and develop clean
and green energy projects throughout Montana.

Program Highlights

Energy Promotion and Development
Major Budget Highlights

¢ This division was funded with one-time-only funds in the 2009 and 2011
biennia and is established as an ongoing program in the 2013 biennium

¢ $0.9 million is appropriated for the biennium, including 5.00 FTE

¢ FY 2012 expenditures will establish a base for comparison in the next
biennium

Program Narrative

The Energy Promotion and Development Division is established in this budget for the first time as a permanent part of
the base budget. This program had been approved on a one-time-only basis in the last two biennia, so there is no official
base for budgetary comparison. However, the amount of $910,000 for the 2013 biennium is significantly higher than the
2011 biennium one-time-only amount approved of $407,460. Funding for this program includes 5.00 FTE.

Funding
The following table shows program funding, by source, for the base year and for the 2013 biennium as adopted by the
legislature.

Program Funding Table
Energy Promotion & Dev Division
Base Budget % of Budget Budget % of Budget
Program Funding FY 2010 FY 2012 FY 2012 FY 2013 FY 2013
01000 Total General Fund $ - 8 455,000 100.0% $ 455,000 100.0%
01100 General Fund - 455,000 100.0% 455,000 100.0%
Grand Total - 8 455,000 100.0% $ 455,000 100.0%

The funding for this program is entirely general fund.
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55-ENERGY PROMOTION & DEV 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 Fund
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget
Base Budget 0 0 0 0.00% 0 0 0 0.00%
Statewide PL Adjustments 7,265 7,057 14,322 1.57% 7,265 7,057 14,322 1.57%
Other PL Adjustments (7,265) (7,057) (14,322) (1.57%) (7,265) (7,057) (14,322) (1.57%)
New Proposals 455,000 455,000 910,000 100.00% 455,000 455,000 910,000 100.00%
Total Budget $455,000 $455,000 $910,000 $455,000 $455,000 $910,000

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget adopted by the legislature.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative

descriptions.
Present Law Adjustments
Fiscal 2012 Fiscal 2013
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
Fixed Costs 7,265 7,057
Total Statewide Present Law Adjustments
$7,265 $0 $0 $7,265 $7,057 $0 $0 $7,057
DP 15502 - Negate Present Law Adjustment
0.00 (7,265) 0 0 (7,265) 0.00 (7,057) 0 0 (7,057)
Total Other Present Law Adjustments
0.00 ($7,265) $0 $0 ($7,265) 0.00 ($7,057) $0 $0 ($7,057)
Grand Total All Present Law Adjustments
0.00 $0 $0 $0 $0 0.00 $0 $0 $0 $0

DP 15502 - Negate Present Law Adjustment - The legislature approved action to eliminate the adjusted base, an ITSD
fixed cost, which should not have been included. Previous funding of this program has been one time only, and as such,

there is no base.

New Proposals

New Proposals

Fiscal 2012 Fiscal 2013
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 15501 - ENERGY PROMOTION AND DEVELOPMENT HB 2
55 5.00 455,000 0 0 455,000 5.00 455,000 0 0 455,000
Total 5.00 $455,000 $0 $0 $455,000 5.00 $455,000 $0 $0 $455,000

DP 15501 - ENERGY PROMOTION AND DEVELOPMENT HB 2 - The legislature approved base funding for the

Energy Promotion and Development Division.
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Program Budget Comparison
The following table summarizes the total legislative budget for the program by year, type of expenditure, and source of
funding.

Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2010 Fiscal 2011 Fiscal 2012 Fiscal 2013 Fiscal 10-11 Fiscal 12-13 Change % Change
FTE 16.00 16.00 16.00 16.00 16.00 16.00 0.00 0.00%
Personal Services 997,112 1,026,982 1,046,881 1,048,316 2,024,094 2,095,197 71,103 3.51%
Operating Expenses 399,737 569,346 515,804 507,683 969,083 1,023,487 54,404 5.61%
Grants 6,704,975 9,490,454 8,240,811 8,292,629 16,195,429 16,533,440 338,011 2.09%
Total Costs $8,101,824 $11,086,782 $9,803,496 $9,848,628 $19,188,606 $19,652,124 $463,518 2.42%
General Fund 530,150 538,951 522,958 520,833 1,069,101 1,043,791 (25,310) (2.37%)
State Special 3,085,910 2,642,098 3,794,248 3,844,006 5,728,008 7,638,254 1,910,246 33.35%
Federal Special 4,485,764 7,905,733 5,486,290 5,483,789 12,391,497 10,970,079 (1,421,418) (11.47%)
Total Funds $8,101,824 $11,086,782 $9,803,496 $9,848,628 $19,188,606 $19,652,124 $463,518 2.42%

Program Description

The missions of the Community Development Division (CDD) are set forth in Title 90, Chapters 1 and 6, MCA. CDD is
funded primarily through federal funds and state-special revenue grant programs with additional direct appropriations
provided in HB 2.

The division administers four programs directly:
o Community Development Block Grant Program (CDBGQG)
o Community Technical Assistance Program (CTAP)
o Neighborhood Stabilization Program (NSP - Budget Amendment)
o Treasure State Endowment Program (TSEP)

Two citizen boards, appointed by the Governor, are attached to the division for administrative purposes. The division
provides office facilities, staff, and administrative support for the:

o Montana Coal Board

o Montana Hard Rock Mining Impact Board

The six programs provide both financial and technical assistance to Montana communities, local elected officials and
staff, nonprofit organizations, private sector developers and consultants, state and federally-recognized Indian Tribes,
and private citizens. Other assisted entities include local planning boards and zoning commissions, community
development corporations, human resource development councils, water and sewer districts, fire departments, and
housing authorities.

Program Highlights

Community Development Division
Major Budget Highlights

¢ Funding for the division increases 2.4% or $0.5 million between the two
biennia primarily due to receipt of federal funds, and increased costs
associated with the hard rock mining impact board and coal board

¢ A reduction was made to the coal board granting authority to match expected
revenues
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Program Narrative

The budget for the Community Development Division is increased by 2.4%, or $0.5 million, compared to the 2011
biennium. Budgetary increases include an administrative costs adjustment of $1.6 million and a federal grants increase
of $2.0 million. The budget was decreased by $0.3 million to reduce Coal Board granting authority, bringing
appropriation authority in line with expected revenues.

Funding
The following table shows program funding, by source, for the base year and for the 2013 biennium as adopted by the
legislature.

Program Funding Table
Community Development Division

Base % of Base Budget % of Budget Budget % of Budget

Program Funding FY 2010 FY 2010 FY 2012 FY 2012 FY 2013 FY 2013
01000 Total General Fund $ 530,150 6.5% § 522,958 53% $ 520,833 5.3%
01100 General Fund 530,150 6.5% 522,958 5.3% 520,833 5.3%
02000 Total State Special Funds 3,085,910 38.1% 3,794,248 38.7% 3,844,006 39.0%
02049 Hard Rock Mining 90,597 1.1% 193,304 2.0% 194,928 2.0%
02270 Treasure State Endowment 503,615 6.2% 564,944 5.8% 562,078 5.7%
02445 Coal Board 2,491,698 30.8% 3,036,000 31.0% 3,087,000 31.3%
03000 Total Federal Special Funds 4,485,764 55.4% 5,486,290 56.0% 5,483,789 55.7%
03059 Community Development Block 4,485,764 55.4% 5,486,290 56.0% 5,483,789 55.7%
Grand Total $ 8,101,824 100.0% $ 9,803,496 100.0% S 9,848,628 100.0%

The program is funded by a combination of general fund, state special revenue, and federal special revenue.

Federal special revenue is the program’s largest funding component and includes the federal community development
block grant (CDBG). The CDBG funds support local economic development, public facilities projects, housing and
neighborhood renewal, and grant proposal planning assistance.

State special revenue funding is dominated by grant funding for Coal Board programs that fund a variety of local
governmental economic and quality of life initiatives. The Coal Board account receives revenue from a 2.9% allocation
from the coal severance tax and an allocation from oil and gas production taxes. The Treasure State Endowment
Program (TSEP) is funded by interest earnings from the treasure state endowment fund, a sub-fund within the coal tax
trust fund. TSEP grants are funded in HB 351 in the 2013 biennium. General fund supports the remaining administrative
and operational costs of the program. The required state matching funds for the federal CDBG are provided by the
general fund as well.

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 Fund.
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget
Base Budget 530,150 530,150 1,060,300 101.58% 8,101,824 8,101,824 16,203,648 82.45%
Statewide PL Adjustments (7,511) (8,628) (16,139) (1.55%) 43,608 39,185 82,793 0.42%
Other PL Adjustments 319 (689) (370) (0.04%) 1,822,228 1,819,965 3,642,193 18.53%
New Proposals 0 0 0 0.00% (164,164) (112,346) (276,510) (1.41%)
Total Budget $522,958 $520,833 $1,043,791 $9,803,496 $9,848,628 $19,652,124
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Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget adopted by the legislature.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

Present Law Adjustments

Fiscal 2012 Fiscal 2013
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
Personal Services 87,022 88,516
Vacancy Savings (43,324) (43,383)
Inflation/Deflation (1,437) (1,397)
Fixed Costs 1,347 (4,551)
Total Statewide Present Law Adjustments
($7,511) $52,224 ($1,105) $43,608 ($8,628) $50,175 ($2,362) $39,185
DP 6008 - CDD ADMINISTRATIVE COSTS ADJUSTMENTS HB 2
0.00 319 820,278 1,631 822,228 0.00 (689) 820,267 387 819,965
DP 6009 - CDD FEDERAL GRANTS ADJUSTMENTS HB 2
0.00 0 0 1,000,000 1,000,000 0.00 0 0 1,000,000 1,000,000

Total Other Present Law Adjustments
0.00 $319 $820,278 $1,001,631 $1,822,228 0.00 ($689) $820,267 $1,000,387 $1,819,965

Grand Total All Present Law Adjustments
0.00 ($7,192) $872,502 $1,000,526 $1,865,836 0.00 ($9,317) $870,442 $998,025 $1,859,150

DP 6008 - CDD ADMINISTRATIVE COSTS ADJUSTMENTS HB 2 - The legislature approved funding for per diem
for the Hard Rock Mining Impact Board and Coal Board, the maintenance of a reserve account for the Hard Rock
Mining Impact Board, rent, minor equipment, local impact grants for the Coal Board, and authority to disperse funds to
the counties from the hard-rock mining impact trust account. The majority of the funding in this decision package is a
biennial appropriation and supports state special revenue grants through the Coal Board.

DP 6009 - CDD FEDERAL GRANTS ADJUSTMENTS HB 2 - The legislature approved increased federal funding to
adjust appropriations to the level of funding the division anticipates will be available for the 2013 biennium.

New Proposals

New Proposals

Fiscal 2012 Fiscal 2013
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds

DP 6020 - Reduction of Grants authority for Coal Board
60 0.00 0 (164,164) 0 (164,164) 0.00 0 (112,346) 0 (112,346)

Total 0.00 $0  (5164,164) $0  (5164,164) 0.00 $0  ($112,346) $0  ($112,346)

DP 6020 - Reduction of Grants authority for Coal Board - The legislature approved a reduction of $164,164 in FY 2012
and $112,346 in FY 2013, bringing the total state special revenue authority to $3,036,000 in FY 2012 and $3,087,000 in
FY 2013 to balance appropriations with anticipated revenues.
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Proprietary Rates

Proprietary Program Description

The Facility Finance Authority issues bonds and then uses the proceeds of those bonds to provide debt financing or
refinancing at low-cost, tax-exempt interest rates for buildings and capital equipment. Customers include health care and
related facilities, entities serving persons with development and/or mental disabilities, and prerelease/methamphetamine
treatment centers.

National bond rating agencies, national bond insurers, and institutional investors expect the authority to reserve two
years operating capital (approximately $909,278) to assure that the authority can financially operate between legislative
sessions. The total fund equity requirement for the 2013 biennium ($13,650,111) is derived from the following reserve
mandates:

o Biennial working capital reserve - $909,278

o Capital reserve account (loan loss reserve) - $10,986,171

o Facility direct loan program reserve - $1,754,662

Proprietary Rate Explanation
The program is funded with a fee charged to the entities (non state agencies) that obtain financing through the program.

The program is funded with an enterprise type proprietary fund. As such, the legislature does not appropriate funds or
approve rates for the program. The fee structure does not materially vary from the 2011 biennium.
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Program Budget Comparison
The following table summarizes the total legislative budget for the program by year, type of expenditure, and source of

funding.
Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2010 Fiscal 2011 Fiscal 2012 Fiscal 2013 Fiscal 10-11 Fiscal 12-13 Change % Change
FTE 5.50 5.50 5.50 5.50 5.50 5.50 0.00 0.00%
Personal Services 278,480 306,393 309,747 309,014 584,873 618,761 33,888 5.79%
Operating Expenses 333,014 356,872 346,285 344,550 689,886 690,835 949 0.14%
Equipment & Intangible Assets 0 97,650 0 0 97,650 0 (97,650) (100.00%)
Grants 4,626,714 8,616,974 4,626,714 5,000,000 13,243,688 9,626,714 (3,616,974) (27.31%)
Total Costs $5,238,208 $9,377,889 $5,282,746 $5,653,564 $14,616,097 $10,936,310  ($3,679,787) (25.18%)
State Special 25,800 150,000 25,800 25,800 175,800 51,600 (124,200) (70.65%)
Federal Special 5,212,408 9,227,889 5,256,946 5,627,764 14,440,297 10,884,710 (3,555,587) (24.62%)
Total Funds $5,238,208 $9,377,889 $5,282,746 $5,653,564 $14,616,097 $10,936,310  (83,679,787) (25.18%)

Program Description
Mission: To provide mechanisms that enable Montanans to own or rent decent, safe, and sanitary housing that is within
their financial capability.

The Housing Division established on July 1, 1995, consolidated housing programs within the Department of Commerce
into one division. The programs that are administrated within the Housing Division are:
o The Housing Assistance Bureau, consisting of three programs:

The Housing and Urban Development (HUD) Section 8 rental assistance program. This program is
segregated into two functional operations:

The HUD Tenant Based Section 8 housing program whereby leases are entered on the open rental
market between tenants and private landlords and the program makes a subsidy payment to the
property owner on behalf of the tenant. Payments are based on applicable unit rent limits and
tenants generally pay 30 percent of their income toward rent and utilities.

The HUD Project Based Section 8 housing program whereby the program performs annual property
reviews, oversees property management, and makes rent subsidy payments to owners.

The Housing and Urban Development (HUD) HOME Investment Partnerships program. The
HOME program provides grant funds to eligible local government entities and Community Housing
Development Organizations for assistance in financing new construction or rehabilitation of
individual home or rental units, tenant based rental assistance, and other eligible activities.
Montana’s Manufactured Home Replacement (MHR) program. This program administers a
revolving loan fund to finance the replacement of substandard manufactured homes with newer,
energy-efficient manufactured homes.

o The Board of Housing (BOH). The board is an agency of the state and operates within the Department of
Commerce for administrative purposes. The powers of the board are vested in a seven member board, appointed
by the Governor, and subject to the confirmation of the State Senate. The BOH is funded by enterprise funds
with revenue derived from administrative charges applied to projects and mortgages financed. The board’s
programs include:

LFD Fiscal Report

The Homeownership Program

Multifamily Loan Program

Low Income Housing Tax Credit Program
Housing Montana Fund

The Reverse Annuity Mortgage (RAM) Program
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Program Highlights

Housing Division
Major Budget Highlights

¢ The budget is reduced by $3.7 million, or 25.2%, which is primarily
explained by the difference between the base year and the FY 2011 budget

¢ State special and federal revenue is reduced from the 2011 biennium level
because FY 2011 appropriations reflect anticipated expenditures that did not
occur in FY 2010 and are not anticipated in the 2013 biennium

e FY 2011 state special revenue reflects the manufactured home
renovation program not continued by the legislature

¢ Slightly offsetting these decreases was the approval of $0.5 million for
administrative costs and expected federal funding availability in FY 2013

¢ Non-budgeted proprietary funds are enterprise type in which the legislature
has no rate setting action and comprise almost 90% of the funding for this
program

Program Narrative

The Housing Division budget is reduced by $3.7 million, or 25.2%, compared to the 2011 biennium, primarily due to
previously budgeted items in the base year that did not materialize, and as such are eliminated in the 2013 biennium
budget. One example of such a program expenditure is the Manufactured Home Replacement Program, which was not
continued by the legislature. An increase of $0.5 million was approved for federal grants expected in the coming
biennium and an administrative cost adjustment.

Funding
The following table shows program funding, by source, for the base year and for the 2013 biennium as adopted by the
legislature.

Program Funding Table
Housing Division

Base % of Base Budget % of Budget Budget % of Budget

Program Funding FY 2010 FY 2010 FY 2012 FY 2012 FY 2013 FY 2013
02000 Total State Special Funds $ 25,800 0.5% $ 25,800 05% $ 25,800 0.5%
02575 Mobile Home Revolving Loan Fund 25,800 0.5% 25,800 0.5% 25,800 0.5%
03000 Total Federal Special Funds 5,212,408 99.5% 5,256,946 99.5% 5,627,764 99.5%
03110 Hud Comprehensive Counseling 166,866 3.2% 166,866 3.2% 166,866 3.0%
03300 Home Grants 5,045,542 96.3% 5,090,080 96.4% 5,460,898 96.6%
Grand Total $§ 5238208 100.0% $ 5,282,746 100.0% $ 5,653,564 100.0%

The programs funded through HB 2 within the Housing Division are the Housing and Urban Development HOME
Investment Partnerships program and Montana’s Manufactured Home Replacement (MHR) program. The HUD HOME
program is 100% federally funded. Federal funds comprise 99.5% of the HB 2 funding for the Housing Division.

Montana’s MHR program provided loans to remodel manufactured homes. The program is not being continued. The
2013 biennium includes funding in the event that any prior loans are paid back and can be re-loaned.

The Board of Housing is funded by four enterprise funds with revenues derived from an administrative charge applied to
projects and mortgages financed. Under the Montana Housing Act of 1975, the board does not receive any general fund,
and is completely self-supporting.

Non-budgeted proprietary funds are the primary source of funding for this program.

LFD Fiscal Report A-163 2013 Biennium



6501 - DEPARTMENT OF COMMERCE 74-HOUSING 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 Fund
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget
Base Budget 0 0 0 0.00% 5,238,208 5,238,208 10,476,416 95.79%
Statewide PL Adjustments 0 0 0 0.00% 33,926 29,776 63,702 0.58%
Other PL Adjustments 0 0 0 0.00% 10,612 385,580 396,192 3.62%
New Proposals 0 0 0 0.00% 0 0 0 0.00%
Total Budget $0 $0 $0 $5,282,746 $5,653,564 $10,936,310

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget adopted by the legislature.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

Present Law Adjustments

Fiscal 2012 Fiscal 2013
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
Personal Services 40,485 39,721
Vacancy Savings (12,759) (12,728)
Inflation/Deflation (84) (76)
Fixed Costs 6,284 2,859
Total Statewide Present Law Adjustments
$0 $0 $33,926 $33,926 $0 $0 $29,776 $29,776
DP 7406 - HD ADMINISTRATIVE COSTS ADJUSTMENTS HB 2
0.00 0 0 10,612 10,612 0.00 0 0 12,294 12,294
DP 7407 - HD FEDERAL GRANTS ADJUSTMENTS HB 2
0.00 0 0 0 0 0.00 0 0 373,286 373,286

Total Other Present Law Adjustments
0.00 $0 $0 $10,612 $10,612 0.00 $0 $0 $385,580 $385,580

Grand Total All Present Law Adjustments
0.00 $0 $0 $44,538 $44,538 0.00 $0 $0 $415,356 $415,356

DP 7406 - HD ADMINISTRATIVE COSTS ADJUSTMENTS HB 2 - The legislature approved a request to annualize
the charges for annual maintenance fees for HOME programs, lease agreements, and indirect costs to the Director’s
Office.

DP 7407 - HD FEDERAL GRANTS ADJUSTMENTS HB 2 - The legislature approved a request to adjust ongoing
federal appropriations for grants received by the Housing Assistance Bureau's HOME Program to match available
federal funds for the 2013 biennium.
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Proprietary Rates

Proprietary Program Description

The Montana Board of Housing provides direction to the agency staff for its programs that include the Homeownership
Program, Multifamily Loan Programs, Low Income Housing Tax Credit Program, Housing Montana Fund, and the
Reverse Annuity Mortgage (RAM) Program.

Proprietary Rate Explanation

The 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.
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Proprietary Rates
Proprietary Program Description

Unified Investment Program

The Board of Investments manages the Unified Investment Program and currently manages an investment portfolio with
a market value of approximately $12.0 billion. The board manages the portfolio under the "prudent expert principle.”

In-State Investments

Section 17-6-305, MCA, authorizes the Board to invest 25% of the Permanent Coal Tax Trust Fund to assist Montana's
economic development. The In-State Investment Program makes business loans from the trust fund in participation with
financial institutions. The board lends Trust Fund monies to local governments to fund infrastructure that will serve job-
creating businesses locating in the government's jurisdiction. The board also lends low-interest monies funded from the
trust fund to value-added type businesses creating jobs. Throughout FY 2010, the board purchased Montana residential
mortgages with pension funds as part of the In-State Investment Program.

INTERCAP Program

The board sells tax-exempt bonds and lends the proceeds to eligible governments for a variety of projects. Loan terms
range from one to 15 years, and short-term loans to finance cash flow deficits or bridge financing are also available.

Proprietary Revenues and Expenses

The Board of Investments operates an internal service fund for the Investment Program with rates approved by the
legislature under HB 2. Nearly all Investment Program revenues are generated from charges to each account that the
Board invests. The revenue objective of the Investment Program is to fairly assess the costs of operations while
maintaining a reasonable and prudent 60 day working capital reserve.

Proprietary Rates Explanation

Investment Programs

The rates approved by the legislature are the maximum the program may charge during the biennium. They are not the
rates the program must charge. The maximum charge for both investment programs, as authorized in section R of HB 2,
is $4,831,041 each year of the biennium.

INTERCAP Program

The Intercap or bond programs are 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.
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Program Budget Comparison
The following table summarizes the total legislative budget for the program by year, type of expenditure, and source of

funding.
Program Budget Comparison
Base Approp. Budget Budget Biennium Biennium Biennium Biennium
Budget Item Fiscal 2010 Fiscal 2011 Fiscal 2012 Fiscal 2013 Fiscal 10-11 Fiscal 12-13 Change % Change
FTE 4.00 4.00 4.00 4.00 4.00 4.00 0.00 0.00%
Personal Services 223,770 198,725 203,093 203,186 422,495 406,279 (16,216) (3.84%)
Operating Expenses 146,917 95,011 161,570 161,524 241,928 323,094 81,166 33.55%
Grants 725,648 725,648 600,000 600,000 1,451,296 1,200,000 (251,296) (17.32%),
Total Costs $1,096,335 $1,019,384 $964,663 $964,710 $2,115,719 $1,929,373 ($186,346) (8.81%)
General Fund 0 0 364,663 364,710 0 729,373 729,373 n/a
State Special 370,687 293,736 0 0 664,423 0 (664,423) (100.00%)
Federal Special 725,648 725,648 600,000 600,000 1,451,296 1,200,000 (251,296) (17.32%)
Total Funds $1,096,335 $1,019,384 $964,663 $964,710 $2,115,719 $1,929,373 ($186,346) (8.81%)

Program Description
The Director’s Office/Management Services Division provides the following functions:

(0]

The Director’s Office provides overall leadership, communication, and management support to the Department
of Commerce staff, programs, bureaus, divisions, and administratively attached boards. The office provides
executive, administrative, legal, and policy direction along with offering problem-solving guidance. The office
keeps abreast of department related issues and acts in a public relations and informational capacity. The office
works closely with economic and community development organizations, businesses, communities,
governmental entities, elected officials, and the public to diversify and expand the state’s economic base. The
office acts as the liaison with private business, local governments, administratively attached boards, public and
private interest groups, the legislature, Indian tribes, individuals, other governmental agencies, and the
Governor’s Office
The Quality Schools Grant Program (Quality Schools) is a competitive grant program created to provide
infrastructure grants, matching planning grants, and emergency grants to public school districts in Montana
The Management Services Division (MSD) provides internal support to Department of Commerce staff,
programs, bureaus, divisions, and administratively attached boards. Services provided by the Management
Services Division include budgeting, accounting, fiscal management, internal controls, contracting, purchasing,
asset management, information technology, human resources, payroll, benefits, training, and assistance with the
implementation of and compliance with policies, rules, regulations and statutes
The Montana Council on Developmental Disabilities is a citizen based advocacy group. Its members are
appointed by the Governor and work to provide increased independence, integration, and productivity for
persons with developmental disabilities. The Council administers federal funds in three major areas:

e Assistance in the provision of comprehensive services to persons with developmental disabilities

e Assistance to the state in appropriate planning activities

e Contracting with public and private agencies to establish model programs, demonstrate innovative

habilitation techniques, and train professional and paraprofessional personnel in providing services
to persons with developmental disabilities
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Program Highlights

Director’s Office
Major Budget Highlights

¢ The budget is reduced by $0.2 million, or 8.8%, compared to the 2011

biennium due to:

e Negative statewide present law adjustments

e Reduction of federal funding for the Council on Developmental

Disabilities

General fund replaced state special funds from the school facility
improvement account for administration of the Quality Schools Grant
Program
This division is primarily funded with proprietary funds not shown in funding
tables, which were approved by the legislature at 12.95%

Program Narrative

The budget for the Director's Office is reduced by $0.2 million, or 8.8%, primarily due to a reduction in federal funding
for the council on developmental disabilities and a negative statewide present law adjustment.

A funding switch increases general fund liability for costs associated with administration of the quality schools grant
program, reducing the liability of the education guarantee account.

Funding
The following table shows program funding, by source, for the base year and for the 2013 biennium as adopted by the
legislature.
Program Funding Table
Director'S Office
Base % of Base Budget % of Budget Budget % of Budget
Program Funding FY 2010 FY 2010 FY 2012 FY 2012 FY 2013 FY 2013
01000 Total General Fund $ - - $ 364663 37.8% $ 364,710 37.8%
01100 General Fund - - 364,663 37.8% 364,710 37.8%
02000 Total State Special Funds 370,687 33.8% - - - -
02218 School Facility Imprvmnt Acct 370,687 33.8% - - - -
03000 Total Federal Special Funds 725,648 66.2% 600,000 62.2% 600,000 62.2%
03441 Ddpac - Dev Disabled Council 725.648 66.2% 600,000 62.2% 600,000 62.2%
Grand Total $ 1,096,335 100.0% S 964,663 100.0% S 964,710 100.0%

The Director's Office/Management Services Division is funded by an internal service proprietary fund from indirect
costs charged to all agency programs. Non-budgeted proprietary funds provide 61.6% of the funding for this program.
The Montana Council on Developmental Disabilities is entirely funded with federal special revenues. General fund
provides for the administration of the Quality Schools Grant Program.
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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 Fund
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget Item Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget Fiscal 2012 Fiscal 2013 Fiscal 12-13 of Budget
Base Budget 0 0 0 0.00% 1,096,335 1,096,335 2,192,670 113.65%
Statewide PL Adjustments 0 0 0 0.00% (16,599) (17,194) (33,793) (1.75%)
Other PL Adjustments 0 0 0 0.00% (115,073) (114,431) (229,504) (11.90%)
New Proposals 364,663 364,710 729,373 100.00% 0 0 0 0.00%
Total Budget $364,663 $364,710 $729,373 $964,663 $964,710 $1,929,373

Present Law Adjustments

The “Present Law Adjustments” table shows the changes to the adjusted base budget adopted by the legislature.
“Statewide Present Law” adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative
descriptions.

Present Law Adjustments

Fiscal 2012 Fiscal 2013
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
Personal Services (12,304) (12,208)
Vacancy Savings (8,459) (8,462)
Inflation/Deflation (610) (587)
Fixed Costs 4,774 4,063
Total Statewide Present Law Adjustments
$0 ($16,599) $0 ($16,599) $0 ($17,194) $0 ($17,194)
DP 8108 - DO QUALITY SCHOOLS ADMINISTRATIVE COSTS HB 2
0.00 0 10,575 0 10,575 0.00 0 11,217 0 11,217
DP 8109 - DO FEDERAL GRANTS ADJUSTMENTS HB 2
0.00 0 0 (125,648) (125,648) 0.00 0 0 (125,648) (125,648)

Total Other Present Law Adjustments
0.00 $0 $10,575 ($125,648) ($115,073) 0.00 $0 $11,217 ($125,648) ($114,431)

Grand Total All Present Law Adjustments
0.00 $0 ($6,024) ($125,648) ($131,672) 0.00 $0 ($5,977) ($125,648) ($131,625)

DP 8108 - DO QUALITY SCHOOLS ADMINISTRATIVE COSTS HB 2 - The legislature approved a request to adjust
the Quality Schools administrative funding to restore overtime; cover additional printing, travel, and rent expenses; and
reduce other one-time cost areas incurred in the base year.

DP 8109 - DO FEDERAL GRANTS ADJUSTMENTS HB 2 - The legislature approved a request to reduce federal
Montana Council on Developmental Disabilities grants to the level available for the 2013 biennium.
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New Proposals
New Proposals

Fiscal 2012 Fiscal 2013
General State Federal Total General State Federal Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds

DP 8199 - General Fund for Quality Schools Admin
81 0.00 364,663 (364,663) 0 0 0.00 364,710 (364,710) 0 0

Total 0.00 $364,663 ($364,663) $0 $0 0.00 $364,710 ($364,710) $0 $0

DP 8199 - General Fund for Quality Schools Admin - The legislature approved a funding switch for the Quality Schools
administrative costs with general fund, eliminating the authority from the school facility improvement account.

Proprietary Rates

Proprietary Program Description
The Director’s Office provides overall leadership, communication, and management support to the Department of
Commerce staff, programs, bureaus, divisions, and administratively attached boards.

The Management Services Division (MSD) provides internal support to Department of Commerce staff, programs,
bureaus, divisions, and administratively attached boards. Services provided by the Management Services Division
include budgeting, accounting, fiscal management, internal controls, contracting, purchasing, asset management,
information technology, human resources, payroll, benefits, training, and assistance with the implementation of and
compliance with policies, rules, regulations and statutes.

Proprietary Revenues and Expenses
Revenues are derived from an indirect charge applied to all programs of the department. The division calculates a
federal indirect cost rate on an annual basis. This rate is a fixed rate for federally funded programs. This rate is then
applied against actual personal services expenditures with the department, not including the Director’s
Office/Management Services Division.

The federally calculated rate requires that a carry-forward amount be built into the rate. This carry-forward amount
represents the amount the division under-recovered or over-recovered in a given fiscal year. This computation compares
what was originally calculated to what actually occurred. The difference is then carried forward into the following year’s
rate.

Proprietary Rate Explanation
The Department of Commerce requested an increase in the indirect charge rate they charge against both state and federal

appropriations. The legislature did not approve the requested increase, maintaining the indirect charge rate at 12.95%.

The rates approved by the legislature are the maximum the program may charge during the biennium. They are not the
rates the program must charge.

Please refer to Section R for a complete listing of approved rates.
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