67010 - Department Of Military Affairs

31-Veterans Affairs Program

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 3,858,781 4,561,862 703,081 18.22 %
Operating Expenses 676,858 1,004,552 327,694 48.41 %
Grants 70,000 70,000 0 0.00 %
Transfers 90,000 90,000 0 0.00 %
Total Expenditures $4,695,639 $5,726,414 $1,030,775 21.95%
General Fund 2,764,594 3,027,004 262,410 9.49%
State/Other Special Rev. Funds 1,931,045 2,699,410 768,365 39.79%
Total Funds $4,695,639 $5,726,414 $1,030,775 21.95%
Total Ongoing $4,695,639 $5,726,414 $1,030,775 21.95%
Total OTO $0 $0 $0 0.00 %

Program Description

The Veterans Affairs' Division assists discharged veterans and their families, cooperates with state and federal agencies,
promotes the general welfare of veterans, and provides information on veterans' benefits. The program also administers
the veterans' cemeteries located at Miles City, Fort Harrison in Helena, and Missoula. The Board of Veterans' Affairs is
administratively attached to the Department of Military Affairs and operates under a state mandate provided in Title 10,

Chapter 2, MCA.
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Program Highlights Veterans' Affairs Division

Major Budget Highlights

The Veterans’ Affairs Division’s 2023 biennium budget request is
about $1.0 million or 22.0% higher than the 2021 biennium budget

* Proposed changes are included in:

o Statewide present law adjustments for personal services,
fixed costs, and inflation/deflation

o New proposals for additional spending authority from the
veterans’ services account including $110,000 annually that
is dependent on legislation

Legislative Action Items

» The veterans’ services account does not have enough revenues
or fund balance to support proposed appropriations in the 2023
biennium

» The patriotic license plate account does not have sufficient revenues
or fund balance to support budgeted and proposed appropriations in
FY 2021 and both years of the 2023 biennium

* The purple heart and higher medal scholarship account does not
have ongoing funding to support the $100,000 of appropriations
included in the 2023 biennium budget

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 25.59 25.59 25.59 25.59
Personal Services 1,913,217 1,945,601 1,913,180 2,279,399 2,282,463
Operating Expenses 226,372 306,783 370,075 504,043 500,509
Grants 30,000 35,000 35,000 35,000 35,000
Transfers 0 45,000 45,000 45,000 45,000
Total Expenditures $2,169,589 $2,332,384 $2,363,255 $2,863,442 $2,862,972
General Fund 1,344,573 1,372,834 1,391,760 1,515,016 1,511,988
State/Other Special Rev. Funds 825,016 959,550 971,495 1,348,426 1,350,984
Total Funds $2,169,589 $2,332,384 $2,363,255 $2,863,442 $2,862,972
Total Ongoing $2,169,589 $2,332,384 $2,363,255 $2,863,442 $2,862,972
Total OTO $0 $0 $0 $0 $0
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Program Discussion -
FY 2020 Appropriations Compared to FY 2020 Actual Expenditures

The Veterans Affairs Division expended 93.0% of its $2.3 million FY 2020 modified HB 2 budget. Personal services were
98.3% expended, operating expenses were 73.8% expended, grants were 85.7% expended, and transfers were 0.0%
expended. Personal services were slightly below levels anticipated in the budget due to turnover. Operating expenses
budgeted appropriations included $135,000 in unallocated operating expenses for FY 2020. The Veterans’ Affairs Division
did not require $80,411 of the additional authority in operating expenses in FY 2020.

The 2019 Legislature enacted HB 158, to revise and fund purple heart scholarships and including eligibility for the
scholarship if the recipient received a higher medal for combat-related service in the armed forces. In FY 2020, Veterans’
Affairs Division did not award any scholarships which would have resulted in transfers to the Montana University System.

FY 2020 Appropriations Compared to FY 2021 Appropriations

In FY 2020 the Veterans’ Affairs Division transferred $65,000 out of operating expenses and into personal services. This
transfer is the main difference between the appropriation levels of FY 2020 compared to FY 2021.

Executive Request

The Veterans’ Affairs Program’s proposed 2023 biennium budget is about $1.0 million or 22.0% higher than the 2021
biennium budget.

Personal services were about $1.9 million or 81.0% of the FY 2021 base budget. The executive proposes an increase
in general fund and state special revenue appropriations of about $191,000 in FY 2022 and $194,000 in FY 2023 in the
statewide present law adjustments for personal services and discussed in the Program Personal Services narrative. The
Veterans Affairs Division is also proposing to increase personal services by $175,000 annually above the level required for
salaries and benefits for permanent FTE in two new proposals to increase state special revenue appropriations.

LFD As the Department of Military Affairs is not requesting permanent ongoing positions as part of the proposal
COMMENT to increase state special revenue funds supporting personal services, the funds can be used for:

» Modified positions
» Broadband pay increases for existing staff
* Retirement or termination payouts required in statute
» Other miscellaneous personal service expenditures

Operating expenses were approximately $370,000 or 15.7% of the FY 2021 base budget. The executive proposes a
decrease in the statewide present law adjustments for fixed costs and inflation/deflation of $1,000 in FY 2022 and $5,000 in
FY 2023. The decrease is mainly due to reductions for insurance and motor vehicle leases. The Veterans Affairs Division is
requesting an additional $135,000 annually in unallocated operating expenses as part of two new proposals. Unallocated
operating expenses are not budgeted to a specific category such as supplies and materials or communications.

Grants were $35,000 or 1.5% of the FY 2021 base budget. The executive does not propose any changes to the FY 2021
base budget for grants to counties that have established veterans’ service offices.

Transfers were $45,000 or 1.9% of the FY 2021 base budget. The executive does not propose any changes to the FY
2021 base budget for purple heart scholarships.
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Program Personal Services

Personal services were about $1.9 million or 81.0% of the FY 2021 base budget. The executive proposes increased
general fund and state special revenue totaling approximately $191,000 in FY 2022 and $194,000 in FY 2023 in the
statewide present law adjustments. In addition to expected changes, the 2023 biennium budget personal services
statewide present law adjustment request includes management decisions for broadband pay raises and wage changes
due to employee turnover.

Funding

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

Department of Military Affairs, 31-Veterans Affairs Program
Funding by Source of Authority
HB2 HB2 Non-Budgeted Statutory Total % Total
Funds Ongoing OTO Proprietary Appropriation  All Sources All Funds
01100 General Fund 3,027,004 0 0 0 3,027,004 40.89 %
02214 Veterans Affairs Cemeteries 0 0 0 1,576,643 1,576,643 36.03 %
02222 Patriotic License Plate Fees 400,848 0 0 100,000 500,848 11.45%
02548 Veterans Affairs SB401 2,198,562 0 0 0 2,198,562 50.24 %
02002 Purple Heart & Higher Schishp 100,000 0 0 0 100,000 2.29%
State Special Total $2,699,410 $0 $0 $1,676,643 $4,376,053 59.11 %)
Federal Special Total $0 $0 $0 $0 $0 0.00 %
Proprietary Total $0 $0 $0 $0 $0 0.00 %
Total All Funds $5,726,414 $0 $0 $1,676,643 $7,403,057

HB 2 Funding
General fund supports the Veterans’ Affairs Program functions. State special revenue includes three accounts:

+ Veterans’ services account (shown in the table as the veterans’ affairs SB 401 account), enacted by the 2003
Legislature, allocating proceeds from the sale of veterans’ specialty plates and a portion of all motor vehicle
registration revenues that are deposited into the general fund each year. The 2013 Legislature increased the
percentage of motor vehicle fees into this fund from 0.64% to 0.81%.

LFD The veterans’ services account does not have enough revenues or fund balance to support proposed
ISSUE | appropriations in FY 2023

The veterans’ services account is a state special revenue account intended for use of the Board of Veterans’
Affairs and its purposes. Funds may be use to advocate for fair treatment of veterans, development of a services and
benefits directory, assist with health screenings and treatments related to depleted uranium exposure, maintain a website,
seek grants to help fund veterans’ programs, and otherwise promote the general welfare of veterans and their families.

Figure 8 shows the fund balance, revenues, and expenditures for the veterans’ services account from FY 2018 through FY
2023. The Department of Military Affairs is proposing legislation to increase the percentage of motor vehicle registration
revenues that are transferred from the general fund to the veterans’ affairs SB 401 account each year. The proposed
additional revenues are included in Figure 8.
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Figure 8
Department of Military Affairs
Veterans' Affairs Division
Veterans' Services Account
Actual Actual Actual Budgeted Proposed Proposed
FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023

Beginning Fund Balance $174,216 $219,601 $227,994 $216,891 $156,734 ($168,268)
Revenues
Current revenue 668,768 667,885 664,447 663,000 663,000 663,000
Increased revenue proposed 0 0 0 0 110,000 110,000
Total Revenues 668,768 667,885 664,447 663,000 773,000 773,000

Expenditures

Personal Services 615,509 656,277 638,310 660,289 904,199 905,332
Operating Expenses 7.874 3.215 37240 62,868 193,803 195,228
Total Expenditures 623,383 659,492 675,550 723,157 1,098,002 1,100,560
Ending Fund Balance $219.601 $227.994 $216.891 $156.734 ($168.268) ($495.828)

As reflected in Figure 8, the fund balance of about $217,000 that is available at the beginning of FY 2021 is reduced by
$60,000 in FY 2021 and eliminated completely in FY 2022 due to higher ongoing expenditures. As shown, the account is
over-appropriated in both years of the 2023 biennium with a projected ending fund balance of ($168,268) in FY 2022 and
($495,828) in FY 2023 if all budgeted appropriations were expended.

Statute does not allow state agencies to over expend state special revenue funds. Without available funding, the division
will be forced to reduce personal services and operating expenses in FY 2022 by up to about $168,500 and $496,000 in
FY 2023. The legislature may wish to direct the level of reductions in each expenditure category.

Legislative Options
* Reduce personal services and operating expense appropriations supported by the veterans’ service account by

$168,500 in FY 2022 and $496,000 in FY 2023
* Adopt the executive proposal

« Patriotic license plate fees account receives revenue from a $15 surcharge on original licensing and renewal of
patriotic license plates issued in Montana

LFD The patriotic license plate account does not have sufficient revenues or fund balance to support budgeted and
ISSUE | proposed appropriations in FY 2021 and both years of the 2023 biennium

The patriotic license plate fee account is a state special revenue account intended for use of the Board of
Veterans’ Affairs and its purposes. Funds may be use to advocate for fair treatment of veterans, development of a services
and benefits directory, assist with health screenings and treatments related to depleted uranium exposure, maintain a
website, seek grants to help fund veterans’ programs, and otherwise promote the general welfare of veterans and their
families.

Figure 9 shows the fund balance, revenues, and expenditures for the patriotic license plate fee account from FY 2018
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through FY 2023.

Figure 9
Department of Military Affairs
Veterans' Affairs Division
Patriotic License Plate Fee Account
Actual Actual Actual Budgeted Proposed Proposed
FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023
Beginning Fund Balance  $162,995 $118,264 $130,953 $57,497 ($70,648) ($198,793)

Revenues 90,080 79,380 76,455 72,279 72,279 72,279

Expenditures

Personal Services 0 49947 64,814 0 0 0
Operating Expenses 134.811 16.744 85.097 200.424 200.424 200,424
Total Expenditures 134,811 66,691 149,911 200,424 200,424 200,424
Ending Fund Balance $118.264 $130.953 $57.497 ($70.648) ($198.793) ($326.938)

As shown, the account is over-appropriated beginning in FY 2021 with a projected ending fund balance of ($70,648) if all
budgeted appropriations were made and ending FY 2023 with ($326,938).

Statute does not allow state agencies to over expend state special revenue funds. Without available funding, the division
will be forced to reduce operating expenses. In the 2023 biennium, this would require the Veterans’ Affairs Division to
reduce budgeted operating expenses by about $128,000 each year.

Legislative Options
« Reduce operating expense appropriations supported by patriotic license plate fees by $128,000 each year of the

2023 biennium
* Adopt the executive proposal

* Purple heart and higher medal scholarship account was revised by the 2019 Legislature. The legislature
transferred $50,000 of general fund into the account and required that the state special revenue appropriation be
included in the base budget for the 2023 biennium

LFD The purple heart and higher medal scholarship account does not have ongoing funding to support the $100.000
ISSUE | of appropriations included in the 2023 biennium budget

HB 158, enacted by the 2019 Legislature, included a transfer of $50,000 in general fund to the state special
revenue account for purple heart and higher medal scholarships. The transfer was made only in FY 2020. The bill also
provided a biennial appropriation of $50,000 of state special revenue. In FY 2020, the Veterans’ Affairs Division did not
distribute any scholarships leaving $50,000 available for FY 2021.

HB 158 required that the Veterans’ Affairs Division include $50,000 for the scholarship program in its base budget for the
2023 biennium, but the bill did not require an additional transfer of $100,000 of general fund to fund the program. As of
November 15, 2020, 4 and 2 months into FY 2021, no scholarships have been awarded.
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The legislature may wish to:

» Discuss anticipated usage of the scholarship funds with the Veterans’ Affairs Division and adjust appropriations
for the account to the level of scholarships anticipated to be awarded in the 2023 biennium
+ Adopt the proposed level of appropriations included in the executive proposal

Statutory Appropriations

The Veterans’ Affairs Division has a statutory appropriation for the operation of the Montana Veterans’ Cemetery Program.
The state special revenue account is funded through a portion of motor vehicle registration fees, cemetery plot allowances,

and donations.

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 1,391,760 1,391,760 2,783,520 91.96 % 2,363,255 2,363,255 4,726,510 82.54 %
SWPL Adjustments 123,256 120,228 243,484 8.04 % 190,187 189,717 379,904 6.63 %
PL Adjustments 0 0 0 0.00 % 0 0 0 0.00 %
New Proposals 0 0 0 0.00 % 310,000 310,000 620,000 10.83 %
Total Budget $1,515,016 $1,511,988 $3,027,004 $2,863,442 $2,862,972 $5,726,414

Present Law Adjustments

The "Present Law" Adjustments table shows the changes from the base appropriation to the proposed budg

et. "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
0.00 120,468 70,751 0 191,219 0.00 122,399 71,884 0 194,283
DP 2 - Fixed Costs
0.00 2,788 0 0 2,788 0.00 (2,171) 0 0 (2,171)
DP 3 - Inflation Deflation
0.00 0 (3,820) 0 (3,820) 0.00 0 (2,395) 0 (2,395)
Grand Total All Present Law Adjustments
0.00 $123,256 $66,931 $0 $190,187 0.00 $120,228 $69,489 $0 $189,717

*"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:
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» 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.

New Proposals

The New Proposals table shows new changes to spending

New Proposals
Fiscal 2022 Fiscal 2023
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 3101 - MVAD License Plate Increase
0.00 0 110,000 0 110,000 0.00 0 110,000 0 110,000
DP 3102 - SB401 Additional Authority
0.00 0 200,000 0 200,000 0.00 0 200,000 0 200,000
Total 0.00 $0 $310,000 $0 $310,000 0.00 $0 $310,000 $0 $310,000

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

DP 3101 - MVAD License Plate Increase -

The Veterans Affairs Division is proposing legislation to increase the percentage of motor vehicle registration fees
transferred from the general fund from 0.81% to 0.94% providing an additional $110,000 a year in state special revenue
funding.

LFD The legislature may wish to consider making the appropriation contingent on the passage and approval of
COMMENT LC 0546, Revise allocation of vehicle license revenue for Veterans Affairs Division.

DP 3102 - SB401 Additional Authority -

As Montana is a rural state, a large portion of Montana veterans do not live in close proximity of a regional office. As a
large portion of the division’s operations are outreach to rural communities, Veterans Affairs Division requests additional
authority to provide new locations to serve Montana veterans.
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