61010 - Department Of Administration 14-Banking and Financial Institutions Division

Program Biennium Comparison

The following table compares the 2021 biennium appropriated budget and the 2023 biennium budget request by type of
expenditure and source of funding.

Program Biennium Comparison
Appropriated Requested Biennium Biennium
Budget ltem Budget 20-21 Budget 22-23 Change % Change
Personal Services 6,629,328 6,851,930 222,602 3.36 %
Operating Expenses 1,884,786 2,003,772 118,986 6.31%
Equipment & Intangible Assets 71,398 0 (71,398) (100.00)%
Debt Service 3,262 3,728 466 14.29 %
Total Expenditures $8,588,774 $8,859,430 $270,656 3.15%
State/Other Special Rev. Funds 8,588,774 8,859,430 270,656 3.15%
Total Funds $8,588,774 $8,859,430 $270,656 3.15%
Total Ongoing $8,588,774 $8,859,430 $270,656 3.15%
Total OTO $0 $0 $0 0.00 %

Program Description

The Division of Banking and Financial Institutions licenses, supervises, regulates, and examines financial institutions
doing business in Montana. Those institutions include 39 banks and trust companies, with 469 branch banks, 10 credit
unions, 335 consumer finance companies, 161 sales finance companies, and 8 escrow businesses. The division also
licenses and examines 5,245 residential mortgage loan service providers. All program functions are statutorily mandated
in Title 32, Chapters 1-11, and Title 31, Chapter 1, Parts 2 & 7, MCA.

The State Banking Board is administratively attached to the division. The board is responsible for making final
determinations on applications for new bank charters and trust companies, hearing appeals of division decisions on branch
bank, merger, or relocation applications, and may also act in an advisory capacity with respect to the duties and powers
given by statute to the department when requested by the division.

Program Highlights

Division of Banking and Financial Institutions
Major Budget Highlights

+ The Banking and Financial Institutions Division’'s 2023 biennium
requested appropriations are approximately $271,000 or 3.2% higher
than the 2021 biennium

» The executive proposes increases in state special revenue funding
for statewide present law adjustment for personal services and fixed
costs

* The executive proposes present law increases in state special
revenue for contractual increases in rent and indirect costs paid to
the Director’s Office
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Program Actuals and Budget Comparison

The following table compares FY 2020 actual expenditures to the 2021 biennium appropriated budget and the
2023 biennium budget request by type of expenditure and source of funding.

Program Actuals and Budget Comparison
Actuals Approp. Approp. Request Request
Budget ltem Fiscal 2020 Fiscal 2020 Fiscal 2021 Fiscal 2022 Fiscal 2023
FTE 0.00 34.00 34.00 34.00 34.00
Personal Services 3,185,893 3,268,482 3,360,846 3,420,187 3,431,743
Operating Expenses 920,792 933,842 950,944 1,003,945 999,827
Equipment & Intangible Assets 71,396 71,398 0 0 0
Debt Service 1,398 1,398 1,864 1,864 1,864
Total Expenditures $4,179,479 $4,275,120 $4,313,654 $4,425,996 $4,433,434
State/Other Special Rev. Funds 4,179,479 4,275,120 4,313,654 4,425,996 4,433,434
Total Funds $4,179,479 $4,275,120 $4,313,654 $4,425,996 $4,433,434
Total Ongoing $4,179,479 $4,275,120 $4,313,654 $4,425,996 $4,433,434
Total OTO $0 $0 $0 $0 $0

Program Discussion -
FY 2020 Appropriation Compared to FY 2020 Actual Expenditures

The Division of Banking and Financial Institutions is funded entirely with state special revenue. The HB 2 modified budget
of $4.3 million was 97.8% expended as of the end of FY 2020. This is in line with anticipated expenditures at the end of
the fiscal year.

FY 2020 Appropriations Compared to FY 2021 Appropriations

Overall, the FY 2021 appropriation is approximately $39,000 or 0.9% higher than the FY 2020 appropriation. The FY 2020
and FY 2021 appropriations are not significantly different. The minor difference is primarily due to the pay plan allocation
in each fiscal year.

Executive Request

The Banking and Financial Institutions Division is requesting an increase of approximately $112,000 in FY 2022 and
$120,000 in FY 2023 above the FY 2021 base appropriations. The increase is primarily due to the statewide present law
adjustments for personal services and fixed costs. The division is also proposing present law increases for contractual
increases in rent and indirect costs paid to the Director’s Office. These increases are slightly offset by proposed decreases
for inflation/deflation and operational efficiency gained by using ServiceNow.

Program Personal Services
Personal services were $3.4 million or 77.9% of total FY 2021 appropriations. The executive proposes an increase of

approximately $59,000 in FY 2022 and $71,000 in FY 2023. The table below shows the total adjustments for each personal
services category.
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Figure 29

Department of Administration
Banking and Financial Services Division
FY 2022 Statewide Present Law Adjustment for Personal Services

Expected Changes $ 24,850
Management Decisions 34,491
Budget Modifications -
Total Present Law Adjustment $ 59,341

Expected changes comprise a portion of the increase in the statewide present law adjustment for personal services. The

annualization of the legislatively approved pay plan and statutorily required adjustments for long
for the increase in this category.

Management decisions comprise the majority of the increase in the statewide present la
services.

Funding

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

evity are the primary drivers

w adjustment for personal

These changes primarily consist of pay increases for career ladder and market adjustments.

Department of Administration, 14-Banking and Financial Institutions Division
Funding by Source of Authority
HB2 HB2 Non-Budgeted  Statutory Total % Total
Funds Ongoing OTO Proprietary  Appropriation All Sources  All Funds
General Fund 0 0 0 0 0 0.00 %
02077 Financial Institutions Div 8,859,430 0 0 0 8,859,430 100.00 %
State Special Total $8,859,430 $0 $0 $0 $8,859,430 100.00 %)
Federal Special Total $0 $0 $0 $0 $0 0.00 %
Proprietary Total $0 $0 $0 $0 $0 0.00 %)
Total All Funds $8,859,430 $0 $0 $0  $8,859,430

The Division of Banking and Financial Institutions is funded entirely by state special revenues generated from assessments,

application fees, and examination fees paid by the regulated financial institutions.

Program Budget Summary by Category

The following table summarizes the total budget by base, present law adjustments, and new proposals. For a description

of these categories, please see the glossary.

Budget Summary by Category
General Fund Total Funds:
Budget Budget Biennium Percent Budget Budget Biennium Percent
Budget ltem Fiscal 2022 Fiscal 2023  Fiscal 22-23 of Budget Fiscal 2022 Fiscal 2023  Fiscal 22-23 of Budget
2021 Base Budget 0 0 0 0.00 % 4,313,654 4,313,654 8,627,308 97.38 %
SWPL Adjustments 0 0 0 0.00 % 96,703 104,182 200,885 2.27%
PL Adjustments 0 0 0 0.00 % 15,639 15,598 31,237 0.35%
New Proposals 0 0 0 0.00 % 0 0 0 0.00 %
Total Budget $0 $0 $0 $4,425,996 $4,433,434 $8,859,430
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Present Law Adjustments

The "Present Law" Adjustments table shows the changes from the base appropriation to the proposed budget. "Statewide
Present Law" adjustments (DP 1, DP 2, DP 3) are standard categories of adjustments made to all agencies. Decisions on
these items were applied globally to all agencies.

Present Law Adjustments
Fiscal 2022 Fiscal 2023
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 1 - Personal Services
0.00 0 59,341 0 59,341 0.00 0 70,897 0 70,897
DP 2 - Fixed Costs
0.00 0 43,890 0 43,890 0.00 0 37,379 0 37,379
DP 3 - Inflation Deflation
0.00 0 (6,528) 0 (6,528) 0.00 0 (4,094) 0 (4,094)
DP 4 - Allocate Department Indirect/Administrative Costs
0.00 0 15,247 0 15,247 0.00 0 15,206 0 15,206
DP 5 - ServiceNow
0.00 0 (7,374) 0 (7,374) 0.00 0 (7,374) 0 (7,374)
DP 1401 - Contracted Rent Increase
0.00 0 7,766 0 7,766 0.00 0 7,766 0 7,766
Grand Total All Present Law Adjustments
0.00 $0 $112,342 $0 $112,342 0.00 $0 $119,780 $0 $119,780

*"Total Funds" amount includes funding from sources other than General Fund, State Special, or Federal Special (i.e. Proprietary).

DP 1 - Personal Services -

The executive requests adjustments to the present law personal services budget. This request has been broken into the
following categories, and further detail is shown in the agency summary:

+ Expected changes

* Personal services management decisions
» Modifications made to the personal services budget in the 2021 biennium

DP 2 - Fixed Costs -

The executive requests adjustments to provide the funding required in the proposed budget to pay increases in fixed costs
assessed by other agencies within state government for the services they provide. Examples include: warrant writer, motor
pool, etc. The rates charged for these services are approved in the section of the budget that provides the services.

DP 3 - Inflation Deflation -

The executive requests adjustments to reflect budgetary changes generated from the application of inflation and deflation
factors to specific expenditure accounts. Affected accounts include food, postage, gasoline, and others.

DP 4 - Allocate Department Indirect/Administrative Costs -

The executive requests an increase in state special revenue to provide the funding to pay the Department of
Administration's indirect costs. These costs are charged to the department's programs for services provided, which include
accounting, human resources, and legal support.
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DP 5 - ServiceNow -

The executive requests a decrease in state special revenue funds because of the purchase of ServiceNow licenses and
programs for the 2023 biennium. The Banking and Financial Institutions Division is anticipating operating efficiencies and
other savings by using ServiceNow.

DP 1401 - Contracted Rent Increase -

The executive requests an increase in state special revenue funds for an increase in rent. The Banking and Financial
Institutions Division leases office space. The current contract term is December 1, 2019 through November 30, 2039, with
an incremental rate increase beginning in year two and then occurring every fifth year for the duration of the agreement.
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