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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 2,273,809 2,429,128 155,319 6.83 %
Operating Expenses 310,784 331,226 20,442 6.58 %
Equipment & Intangible Assets 2,404 2,404 0 0.00 %
Debt Service 718 0 (718) (100.00)%
Total Expenditures $2,587,715 $2,762,758 $175,043 6.76 %
State/Other Special Rev. Funds 2,587,715 2,762,758 175,043 6.76 %
Total Funds $2,587,715 $2,762,758 $175,043 6.76 %
Total Ongoing $2,522,715 $2,762,758 $240,043 9.52 %
Total OTO $65,000 $0 ($65,000) (100.00)%

Program Description

The Securities Division is responsible for the administration and enforcement of the Securities Act of Montana and the
registration of securities issuers, salespeople, broker-dealers, investment advisers, investment adviser representatives
and multi-level marketing companies. The division is also responsible for the investigation of unregistered and fraudulent
securities transactions. The division has sole jurisdiction for investment advisor firms with assets of under $100 million.
The division investigates securities code and rule violations, including possible criminal violations, takes appropriate
administrative action and refers criminal cases to either federal authorities or county attorneys for prosecution.

Program Highlights

Securities Division
Major Budget Highlights

* The Securities Division’s 2023 biennium budget request is about
$240,000 or 9.5% higher than the ongoing 2021 biennium budget

* Proposed changes include increases for statewide present law
adjustments for personal services and fixed costs

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.
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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 12.50 12.50 12.50 12.50
Personal Services 848,275 1,135,953 1,137,856 1,212,898 1,216,230
Operating Expenses 237,896 159,915 150,869 170,635 160,591
Equipment & Intangible Assets 0 1,202 1,202 1,202 1,202
Debt Service 639 718 0 0 0
Total Expenditures $1,086,810 $1,297,788 $1,289,927 $1,384,735 $1,378,023
State/Other Special Rev. Funds 1,086,810 1,297,788 1,289,927 1,384,735 1,378,023
Total Funds $1,086,810 $1,297,788 $1,289,927 $1,384,735 $1,378,023
Total Ongoing $1,086,810 $1,232,788 $1,289,927 $1,384,735 $1,378,023
Total OTO $0 $65,000 $0 $0 $0

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

The Securities Division expended 83.7% of its $1.3 million FY 2020 modified HB 2 budget. Personal services were 74.7%
expended, and operating expenses were 148.8% expended.

As of September 4, 2020, the Securities Division had 4.50 FTE vacant or 36.0% of its HB 2 positions vacant. The vacancies
are driving the lower expenditures for personal services. Operating expenses were higher than anticipated in the budget
due to legal costs.

FY 2020 Appropriations Compared to FY 2021 Appropriations

FY 2021 appropriations for personal services are slightly higher than FY 2020 appropriations due to the pay plan approved
by the 2019 Legislature. Operating expenses are higher in FY 2020 due to a biennial appropriation for legislative audit
services included in FY 2020 appropriations.

Executive Request

The Securities Division budget proposed by the executive is about $240,000 or 9.5% higher than the ongoing 2021
biennium budget.

Personal services were about $1.1 million or 88.2% of the FY 2021 base budget. The executive proposes an increase of
about $75,000 in FY 2022 and $78,000 in FY 2023. The increase is due to changes included in the statewide present law
adjustments which are discussed further in the Program Personal Services narrative.

Operating expenses were about $151,000 or 11.7% of FY 2021 base budget appropriations. The executive proposes an
increase of about $19,800 in FY 2022 and $9,700 in FY 2023 due to a biennial appropriation for legislative audit costs
included in FY 2022 and increased costs for statewide indirect costs included in both fiscal years.

Program Personal Services

Personal services for the Securities Division were approximately $1.1 million or 88.2% of the FY 2021 base budget.
The executive proposes statewide present law adjustment increases of $75,000 in FY 2022 and $78,000 in FY 2023. In
addition to the expected changes, the 2023 biennium personal services statewide present law adjustment request includes
management decisions for broadband pay raises and wage changes due to employee turnover. Also included is the
movement of 1.00 FTE and $70,000 in personal services funding from the Central Management Division into the Securities
Division.
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Funding

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

State Auditor's Office, 04-Securities
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 %
02091 Securities Restitution Fund 0 0 0 300,000 300,000 9.80 %
02283 Securities Fee Account 2,762,758 0 0 0 2,762,758 90.20 %
State Special Total $2,762,758 $0 $0 $300,000 $3,062,758 100.00 %)
Federal Special Total $0 $0 $0 $0 $0 0.00 %
Proprietary Total $0 $0 $0 $0 $0 0.00 %
Total All Funds $2,762,758 $0 $0 $300,000 $3,062,758

HB 2

The Securities Division is funded entirely with state special revenue from the securities fee account, which is supported
by portfolio notice filing fees and examination charges. The Securities Division pays for expenses associated with the
regulation of portfolio activities.

LFD The revenues collected in the securities fee account are driven by what is happening in the financial markets

COMMENT and in the economy as well as statutory changes to the fees. The 2019 Legislature doubled the registration

fees for broker-dealer and investment advisors and the fees for out-of-state salespersons and investment

advisor representatives. These fees are deposited directly into the general fund and are not reflected in Figure 6 in the

agency summary. Impacts from the COVID-19 pandemic have impacted the number of investment products available to

investors. Since the investment products are dependent on the financial markets, as the economy has softened the number
of products has retracted and the revenues to the State Auditor have decreased.

There are two transfers of excess revenues from the securities fees account. The first transfer is 4.5% of portfolio fees to
the security restitution fund. These funds are used to reimburse victims of securities fraud. The transfers end June 30,
2021. At the end of FY 2020 the ending fund balance in the securities restitution fund was $1,067,175.

The remaining excess revenues are transferred to the general fund. The estimated transfers from the account are included
in the Agency Funding narrative in Figure 6.

Statutory Appropriations

As discussed in the LFD Comment, 4.5% of portfolio fees are transferred to the security restitution fund to reimburse victims
of securities fraud.

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.

LFD Budget Analysis A-90 2023 Biennium


http://leg.mt.gov/content/Publications/fiscal/leg_reference/LFD-Glossary.pdf

34010 - State Auditor's Office 04-Securities
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 % 1,289,927 1,289,927 2,579,854 93.38 %
SWPL Adjustments 0 0 0 0.00 % 94,808 88,096 182,904 6.62 %
PL Adjustments 0 0 0 0.00 % 0 0 0 0.00 %
New Proposals 0 0 0 0.00 % 0 0 0 0.00 %
Total Budget $0 $0 $0 $1,384,735 $1,378,023 $2,762,758

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 75,042 0 75,042 0.00 0 78,374 0 78,374
DP 2 - Fixed Costs
0.00 0 19,870 0 19,870 0.00 0 9,787 0 9,787
DP 3 - Inflation Deflation
0.00 0 (104) 0 (104) 0.00 0 (65) 0 (65)
Grand Total All Present Law Adjustments
0.00 $0 $94,808 $0 $94,808 0.00 $0 $88,096 $0 $88,096

*"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.
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