65010 - Department Of Commerce 71-Facility Finance Authority

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 625,047 638,149 13,102 2.10%
Operating Expenses 416,557 438,308 21,751 5.22%
Grants 660,000 300,000 (360,000) (54.55)%
Transfers 82,000 70,000 (12,000) (14.63)%
Debt Service 370 0 (370) (100.00)%
Total Expenditures $1,783,974 $1,446,457 ($337,517) (18.92)%
Proprietary Funds 1,783,974 1,446,457 (337,517) (18.92)%
Total Funds $1,783,974 $1,446,457 ($337,517) (18.92)%

Program Description

The Facility Finance Authority (Authority) was created by the 1983 Legislature to assist health care and related facilities
contain future health care costs by offering debt financing at low-cost, tax-exempt interest rates for capital construction
and improvements. The Legislature extended eligible facilities to include community pre-release centers and for-profit
manufacturing facilities. Cost savings are shared with consumers in the form of lower fees.

The Facility Finance Authority is funded entirely by proprietary funds with revenues collected from interest, fees, and
charges from participating institutions. There are no direct appropriations provided in HB 2.

The Authority is primarily mandated in Title 90, Chapter 7 and Title 2, Chapter 15, MCA.

Program Highlights

Facility Finance Authority
Major Budget Highlights

+ The Facility Finance Authority 2023 biennium budget request is
approximately $338,000 or 18.9% less than the 2021 biennium
budget

 The executive proposal includes decreases in non-budgeted
proprietary funds primarily attributed to reductions in grants for the
Energy Efficiency Program grant

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 3.00 3.00 3.00 3.00
Personal Services 303,975 310,350 314,697 318,121 320,028
Operating Expenses 175,706 216,173 200,384 227,923 210,385
Grants 136,139 330,000 330,000 150,000 150,000
Transfers 28,885 40,000 42,000 35,000 35,000
Debt Service 371 370 0 0 0
Total Expenditures $645,076 $896,893 $887,081 $731,044 $715,413
Proprietary Funds 645,076 896,893 887,081 731,044 715,413
Total Funds $645,076 $896,893 $887,081 $731,044 $715,413

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

The Facility Finance Authority expended 71.9% of its FY 2020 budget. Operating expenses were 81.3% expended, grants
were 41.3% expended, and transfers-out were 72.2% expended. Lower expenditures were due to the following:

» Lower than anticipated participation by the Montana hospital community for the Energy Efficiency Program led to
lower expenditures in grants. Due to the Covid-19 lockdowns, many required onsite visits by engineers to establish
capital planning processes were delayed or cancelled

» Operating expenses were primarily under expended due to an authorized increase in MFFA travel and education
budgets that was largely underutilized due to Covid-19 impacts

FY 2020 Appropriations Compared to FY 2021 Appropriations
There are differences between FY 2020 and FY 2021 appropriations primarily in operating expenses of approximately
$16,000 less, while personal services and transfers-out are increased by approximately $4,000 and $2,000, respectively in
FY 2021. Changes in appropriations are due to the following:

* Decreases in operating expenses are attributed to the 2021 biennial audit appropriation being allocated to FY

2020

* Increases in personal services are due to the state employee pay plan

» Transfers out were increased to adjust for payments to the Board of Investments for support services
Executive Request
The Facility Finance Authority is requesting a decrease in proprietary fund appropriations of approximately $156,000 in FY
2022 and $172,000 in FY 2023. This proposed decrease is primarily due to a reduction in grant program appropriations for
the energy efficiency audits of eligible facilities.

Funding

The following table shows proposed program funding by source of authority.
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Department of Commerce, 71-Facility Finance Authority
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 %
State Special Total $0 $0 $0 $0 $0 0.00 %
Federal Special Total $0 $0 $0 $0 $0 0.00 %
06015 Facilities Finance Authority 0 0 1,446,457 0 1,446,457 100.00 %
Proprietary Total $0 $0  $1,446,457 $0  $1,446,457 100.00 %)
Total All Funds $0 $0  $1,446,457 $0  $1,446,457

The Facility Finance Authority is entirely supported through non-budgeted proprietary funds. These funds are discussed in

the Proprietary Rates section of the narrative.

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 % 887,081 887,081 1,774,162 122.66 %
SWPL Adjustments 0 0 0 0.00 % 26,119 9,205 35,324 2.44%
PL Adjustments 0 0 0 0.00 % (182,156) (180,873) (363,029) (25.10)%
New Proposals 0 0 0 0.00 % 0 0 0 0.00 %
Total Budget $0 $0 $0 $731,044 $715,413 $1,446,457

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 0 0 3,424 0.00 0 0 0 5,331
DP 2 - Fixed Costs
0.00 0 0 0 22,749 0.00 0 0 0 3,908
DP 3 - Inflation Deflation
0.00 0 0 0 (54) 0.00 0 0 0 (34)
DP 4 - ServiceNow
0.00 0 0 0 (564) 0.00 0 0 0 (564)
DP 7101 - FFA ADMINISTRATIVE COSTS ADJUSTMENTS NAPROP
0.00 0 0 0 (181,592) 0.00 0 0 0 (180,309)
Grand Total All Present Law Adjustments
0.00 $0 $0 $0 ($156,037) 0.00 $0 $0 $0 ($171,668)

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

1. Expected Changes

2. Personal services management decisions

3. 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 the following: 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 - ServiceNow -

The executive requests a decrease in funding because of the purchase of ServiceNow licenses and programs for the 2023
biennium. The executive is anticipating operating efficiencies and other savings by using ServiceNow.

DP 7101 - FFA ADMINISTRATIVE COSTS ADJUSTMENTS NAPROP -

The budget includes increases for rent, accounting software, and indirect costs paid to the Director's Office for support
services provided to supported divisions, bureaus, and programs. There are reductions related to the expiration of certain
grant programs, and support services provided by BOI.

Other Issues -

Proprietary Rates

Facility Finance Authority — 06015
HFA Loan Program — 06012
Proprietary Program Description

The Facility Finance Authority provides debt financing or refinancing at low-cost, tax-exempt interest rates through a
number of programs. The Authority has established reserve requirements for:

» Master Loan Program — The Authority provides qualified borrowers financing through tax exempt bond issuances.
Loans can be used for eligible projects including equipment purchases, reimbursement of capital expenditures
made during the current fiscal year (as approved by the bond counsel), new facility construction, renovation of
existing facilities, and refunding or refinancing of outstanding debt

+ Permanent Coal Tax Trust Loan Program — Statute allows the Authority to administer $15.0 million of the
permanent coal tax trust fund for capital projects. Individual loan amounts may not exceed 10.0% of the amount
administered by the Authority

» Direct Loan Program — Statute allows the Authority to make direct loans to eligible facilities for eligible projects
including construction and renovation, facility acquisition, refinancing of qualified outstanding debt, or purchase of

LFD Budget Analysis A-252 2023 Biennium



65010 - Department Of Commerce 71-Facility Finance Authority

equipment. Funding for the loans is derived from the revenues deposited in the Facility Finance Authority account
that is transferred to the HFA Loan Program

» Working Capital — National bond rating agencies, national bond insurers, and institutional investors expect the
Facility Finance Authority to maintain a working capital reserve of two years’ operating capital to assure that it can
financially operate between legislative sessions

Department of Commerce
Facility Finance Authority
Reserve Requirements as of the Beginning of FY 2021
Required Funded

Capital Reserve Account A (a) 8,834,570 229,800
Capital Reserve Account B (b) 928,539 337,544
Direct Loan Program (c) 5,936,307 5,936,307
Working Capital Fund (d) 1,805,748 1,805,748
Total S 17,505,164 S 8,309,399
Percent Funded 47.5%
Policy Guidelines - Minimum Funding
Requirements
(a) Up to 10% of the outstanding BOI enhanced bond balance as of 7/1/2020. 88,345,696
(b) $5,936,307 as of 7/1/2020 plus YTD loan payments, account investment earnings. 5,962,304
(c) 10% of the Trust Fund Loan Pool Balance as
of 7/1/2020. 9,285,392
(d) Twice the current Fiscal Year annual
budget. 902,874

As shown in the figure, the amount of the reserves as of the beginning of FY 2021 is 47.5% of the reserve
requirements established by the authority. This is a decline from the November 2019 funded ratio of 60.6%.

Proprietary Program Narrative

The following 2023 Biennium Report on Internal Service and Enterprise Funds shows the actual and projected expenditures
and related revenues associated with the Facility Finance Authority and HFA Loan Program proprietary funds.
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2023 Biennium Report on Internal Service and Enterprise Funds
Fund Fund Name Agency # Agency Name Program Name
06012 HFA Loan 65010 Dept. of Commerce Facility Finance Authority
Program
06015 Facilities
Finance
Authority
Actual Budgeted Proposed  Proposed
Fy 20 FY 21 Fy 22 Fy 23
Operating Revenues
Fees and Charges
Charges for Semnices 743,934 673,500 682,000 675,000
Investment Earnings 155,938 100,000 125,000 125,000
Total Operating Revenues 899,872 773,500 807,000 800,000
Expenses
Personal Services 303,975 314,697 318,122 320,028
Other Operating Expense 2,216 530,384 378,485 360,947
Total Operating Expense 616.191 845,081 696.607 680,975
Operating Income (Loss) 283,681 (71.581) 110,383 119,025
Transfers Out 40,000 42,000 35,000 35,000
Change in Net Position 323,681 (29,581) 145,393 154,025
Beginning Net Position - July 1 8,468,366 8,780,934 8,751,353 6,896,746
Change in Met Position 312,566 (29.581) 145,393 164,025
Ending Net Position - June 30 8,780,934 8,751,353 8,896,746 9,050,771
Net Position (Fund Balance) Analysis
Unrestricted MNet Position 8,510,875 8,397,284 B 472687 8,556,712

Expenses

The executive is proposing an increase in personal services and operating costs. Increases in personal services are related
to increases in the statewide present law adjustments. Operating expenses are projected to decline from FY 2021 primarily
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due to internal efficiencies and through a correction from a FY 2019 overcharge for services.

Revenues

Revenues are projected to decrease in the Facility Finance Authority. Annual fees are anticipated to decline as they are
based on the current outstanding balance of the bond, which is currently paid down. Additionally, revenues for FY 2018
were dominated by a one-time-only recognition of indentured funds. Since 2018, interest rates and rates for new financings
have declined.

Proprietary Rates

The table below provides information on the fees charged by the Facility Finance Authority.

Requested Rates for Internal Service Funds
Fee/Rate Information
Fee Description:
IApplication Fee:
Loan Amount Fee
Up to $5,000,000 30 basis points (bp) (0.0030)
Up to $10,000,000 the > of 25 bp or $15,000
Up to $25,000,000 the > of 15 bp or $25,000
Up to $50,000,000 the > of 12.5 bp or $37,500
Up to $100,000,000 the > of 7.5 bp or $62,500
Over $100,000,000 the > of 6.5 bp or $75,000
IAnnual Fee: Fee
Stand Alone Bond Issues 5 bp X the outstanding principal amount
Private Placement Bond Issues 5 bp X the outstanding principal amount
Master Loan Program 10 bp X the outstanding principal amount
Trust Fund Loan Program 50 bp X the monthly balance
(incorporated into loan interest rate)
Fee Revenue: 90-7-202 and 90-7-211, MCA
Investment Earnings: 90-7-202, MCA

The Facility Finance Authority is funded with an enterprise fund, which is a type of a proprietary fund. As such, the
legislature does not appropriate the funds or approve the rates for the program. Instead, the legislature reviews the report
for the enterprise fund and identifies concerns with the financial position of the fund.
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