67010 - Department Of Military Affairs SUMMARY

Agency 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.

Agency Biennium Comparison
Appropriated Requested Biennium Biennium
Budget ltem Budget 20-21 Budget 22-23 Change % Change
Personal Services 32,519,743 36,160,749 3,641,006 11.20 %
Operating Expenses 41,736,697 42,983,188 1,246,491 2.99 %
Equipment & Intangible Assets 310,792 301,072 (9,720) (3.13)%
Grants 24,432,268 23,622,602 (809,666) (3.31)%
Transfers 4,344,354 5,286,520 942,166 21.69 %
Total Expenditures $103,343,854 $108,354,131 $5,010,277 4.85%
General Fund 14,228,544 15,110,191 881,647 6.20 %
State/Other Special Rev. Funds 2,345,245 3,113,610 768,365 32.76 %
Federal Spec. Rev. Funds 86,770,065 90,130,330 3,360,265 3.87%
Total Funds $103,343,854 $108,354,131 $5,010,277 4.85%
Total Ongoing $103,343,854 $108,354,131 $5,010,277 4.85%
Total OTO $0 $0 $0 0.00 %

Mission Statement
The mission of the Department of Military Affairs has three components:

» Federal - To serve as the primary federal reserve force in support of the national security objectives when called
upon by the President of the United States

» State - Protection of life property, preservation of peace, order, and public safety for Montana’s citizens, when
called upon by the Governor

« Community - Participate in local, state, and national programs that add value to America

Please refer to the agency profile for the Department of Military Affairs at https://leg.mt.gov/Ifd/state-agency-profiles/
department-military-affairs for additional information about the agency’s organization structure, historical expenditures, FY
2020 expenditure dashboard, and recent studies, audits, and legislation.
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Agency Highlights

Department of Military Affairs
Major Budget Highlights

The Department of Military Affairs’ biennium budget request is about
$5.0 million or 4.9% higher than the 2021 biennium budget

Proposed changes are included in the statewide present law
adjustments for personal services, fixed costs, and inflation/deflation

In addition, the Department of Military Affairs is requesting an
additional 5.00 FTE and about $457,000 each year in personal
services, mainly in federal funds in the ChalleNGe and Army National
Guard Programs

Legislative Action Items

The legislature may wish to consider reducing operating expenses
and transfers appropriations in programs requesting budgets not
supported by historic spending levels

Transferring authority from personal services to operating expenses
in the FY 2021 base budget increases the 2023 biennium budget

State special revenue accounts within the Veterans’ Affairs Division
do not have enough revenues or fund balance to support proposed
appropriations in 2023 biennium budget

The legislature may wish to consider expanding the uses of search
and rescue funds due to the accumulating fund balance

Agency Actuals and Budget Comparison

The following table compares the last full fiscal year actuals, previous biennium appropriations by year, and current annual
biennium budget request by type of expenditure and source of funding.
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Agency Actuals and Budget Comparison
Actuals Approp. Approp. Request Request
Budget ltem Fiscal 2020 Fiscal 2020 Fiscal 2021 Fiscal 2022 Fiscal 2023
FTE 0.00 213.25 213.25 220.25 220.25
Personal Services 15,444,871 16,265,865 16,253,878 18,054,862 18,105,887
Operating Expenses 19,658,418 20,823,445 20,913,252 21,559,942 21,423,246
Equipment & Intangible Assets 94,983 160,256 150,536 150,536 150,536
Grants 8,793,091 12,620,967 11,811,301 11,811,301 11,811,301
Transfers 538,060 1,701,094 2,643,260 2,643,260 2,643,260
Total Expenditures $44,529,423 $51,571,627 $51,772,227 $54,219,901 $54,134,230
General Fund 6,667,654 7,097,551 7,130,993 7,574,617 7,535,574
State/Other Special Rev. Funds 855,971 1,166,650 1,178,595 1,655,526 1,558,084
Federal Spec. Rev. Funds 37,005,798 43,307,426 43,462,639 45,089,758 45,040,572
Total Funds $44,529,423 $51,571,627 $51,772,227 $54,219,901 $54,134,230
Total Ongoing $44,529,423 $51,571,627 $51,772,227 $54,219,901 $54,134,230
Total OTO $0 $0 $0 $0 $0

Agency Discussion
FY 2020 Appropriation Compared to FY 2020 Actual Expenditures

The Department of Military Affairs expended 86.3% of its $51.6 million FY 2020 modified HB 2 budget. Personal services
were 94.9% expended, operating expenses were 94.4% expended, equipment & intangible assets were 59.3% expended,
grants were 69.7% expended, and transfers were 31.6% expended.

Personal services are below levels anticipated in the budget due to turn over and related vacancies. Operating expenses
and transfers were lower than budgeted levels, in part due appropriation levels in several divisions that are above historic
spending levels. See the Program Discussion for LFD Issue on these appropriation levels. Equipment & intangible assets
are included in the Army National Guard Program and mainly used for the purchase of vehicles. Purchases fluctuate based
on the replacement cycle of the vehicles. FY 2020 vehicle replacements were extended into future fiscal years to conserve
general fund.

Grants were 69.7% expended. The low percentage is primarily due to the timing of accruing valid obligations, timing related
to grant disbursements, and fluctuations in the amount of federal grant funds received.

FY 2020 Appropriations Compared to FY 2021 Appropriations

Differences between FY 2020 and FY 2021 appropriations are mainly due to operating plan or program transfers. These
are detailed in the various divisions under Program Discussion.

Comparison of the FY 2021 Legislative Budget to FY 2021 Base

Figure 1 illustrates the beginning FY 2021 budget as adopted by the 2019 Legislature compared to the finalized FY 2021
base budget, which included modifications as approved by the approving authority (as authorized in statute) during the
interim. The FY 2021 base budget was agreed upon by the executive and legislative branches to be the point from which
any changes would be recorded for the 2023 biennium budgeting process.
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Figure 1
FY 2021 Legislative Appropriations - Department of Military Affairs
Executive % Change
Legislative =~ Modifications Executive from
Action per Statutory Base Legislative
Authority Action
01 DIRECTORS OFFICE
61000 Personal Services 1,120,932 - 1,120,932 0.0%
62000 Operating Expenses 207,030 - 207,030 0.0%
68000 Transfers-out 50,655 - 50,655 0.0%
01 DIRECTORS OFFICE Total 1,378,617 - 1,378,617 0.0%
02 CHALLENGE PROGRAM
61000 Personal Services 3,394,182 (267,456) 3,126,726 -7.9%
62000 Operating Expenses 1,200,100 267,456 1,467,556 22.3%
02 CHALLENGE PROGRAM Total 4,594,282 - 4,594,282 0.0%
03 SCHOLARSHIP PROGRAM
62000 Operating Expenses 207,362 - 207,362 0.0%
03 SCHOLARSHIP PROGRAM Total 207,362 - 207,362 0.0%
04 STARBASE
61000 Personal Services 248,365 - 248,365 0.0%
62000 Operating Expenses 464,828 - 464,828 0.0%
04 STARBASE Total 713,193 - 713,193 0.0%
12 ARMY NATIONAL GUARD PGM
61000 Personal Services 4,020,621 - 4,020,621 0.0%
62000 Operating Expenses 14,936,225 - 14,936,225 0.0%
63000 Equipment & Intangible Assets 150,536 - 150,536 0.0%
68000 Transfers-out 25,000 - 25,000 0.0%
12 ARMY NATIONAL GUARD PGM Total 19,132,382 - 19,132,382 0.0%
13 AIR NATIONAL GUARD PGM
61000 Personal Services 3,881,614 - 3,881,614 0.0%
62000 Operating Expenses 1,902,428 - 1,902,428 0.0%
13 AIR NATIONAL GUARD PGM Total 5,784,042 - 5,784,042 0.0%
21 DISASTER & EMERGENCY SERVICES
61000 Personal Services 1,942,440 - 1,942,440 0.0%
62000 Operating Expenses 1,357,748 - 1,357,748 0.0%
66000 Grants 11,776,301 - 11,776,301 0.0%
68000 Transfers-out 2,522,605 - 2,522,605 0.0%
21 DISASTER & EMERGENCY SERVICES Total 17,599,094 - 17,599,094 0.0%
31 VETERANS AFFAIRS PROGRAM
61000 Personal Services 1,913,180 - 1,913,180 0.0%
62000 Operating Expenses 370,075 - 370,075 0.0%
66000 Grants 35,000 - 35,000 0.0%
68000 Transfers-out 45,000 - 45,000 0.0%
31 VETERANS AFFAIRS PROGRAM Total 2,363,255 - 2,363,255 0.0%
67010 DEPARTMENT OF MILITARY AFFAIRS Total 51,772,227 - 51,772,227 0.0%
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The 2019 Legislature enacted:

+ HB 158, a bill revising purple heart scholarship requirements and expanding the combat service-related medals
that qualify a recipient for a scholarship
+ HB 172, a bill that establishes county and multi-county service offices and provided a state grant program

Both bills contained appropriations and language that the legislature intended the appropriations to be considered part of
the ongoing base in the 2023 biennium budget. The legislative action in Figure 1 includes $45,000 in transfers out authority
and $30,000 in grant authority in the Veterans’ Affairs Division as a result.

The ChalleNGe Program transferred $267,456 in personal services to operating expenses in FY 2021. See the LFD Issue
in the Program Personal Services narrative for a discussion of the impacts of this transfer.

Executive Request
The Department of Military Affairs’ 2023 biennium budget is $5.0 million or 4.9% higher than the 2021 biennium budget.

Personal services were about $16.3 million or 31.4% of the FY 2021 base budget. The executive proposes an increase
in general fund and state special revenues totaling about $336,000 in FY 2022 and $376,000 in FY 2023 in the statewide
present law adjustments. The increase is due to adjustments for expected changes, management decisions, and budget
modifications contained in the statewide present law adjustments for personal services. In addition, the Department of
Military Affairs is requesting an additional 5.00 FTE and about $457,000 annually, mainly in federal funds in the ChalleNGe
and Army National Guard Programs.

Operating expenses were approximately $20.9 million or 40.4% of the FY 2021 base budget. The executive proposes an
increase of about $39,000 in FY 2022 and a decrease of about $60,000 in FY 2023 for fixed costs and inflation/deflation
changes included in the statewide present law adjustments. The executive is also proposing additional operating expenses
for operation and maintenance of facilities, support for airlift wing drop zone lease, and disaster mitigation efforts totaling
about $608,000 in FY 2022 and $570,000 in FY 2023. These changes are discussed in detail in the Program Discussion
narratives.

5.0% Plan

Statute requires that state agencies submit plans to reduce general fund and certain state special revenues by 5.0%.
For the Department of Military Affairs, the 5.0% plan includes general fund reductions totaling about $266,000. The
plan includes potential reductions in funding for the Army and Air National Guard grounds and maintenance operations,
eliminating FTE in the Director’s Office, reduction of 20 cadets served in the ChalleNGe Program, veteran’s affairs local
support and training, and National Guard scholarships. In addition, since many of the program match general fund with
federal special revenues, the reductions could result in reductions of up to $411,000 in federal funds.

A summary of the entire 2023 biennium 5.0% plan submitted for the Department of Military Affairs can be found online at
the Section A subcommittee page on “Tab D Materials”.

Agency Personal Services

In order to explain the factors influencing personal services changes, the proposed statewide personal services present
law adjustment (DP 1) has been broken down into three categories, as follows:

1. Expected Changes - This category includes those adjustments explicitly approved by the legislature, such as
expected changes to annualize personal services costs including FY 2021 statewide pay plan adjustments,
changes to benefit rates, and longevity adjustments related to incumbents in each position at the time of the
personal services snapshot, plus rate changes for workers’ compensation and unemployment insurance.

2. Personal Services Management Decisions - Any agency management decisions that adjusted employee pay. This
includes raises or position changes that may increase or reduce a budget, such as hiring FTE at a lower rate to
replace retired senior staff, or moving FTE between programs.

3. Modifications to the Personal Services Base Budget - Other modifications to the FY 2021 personal services base
like operating plan transfers that occurred during the interim may impact the overall size of the personal services

present law adjustment (DP 1)
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The figure below shows the analysis of the executive budget for personal services compared to the expected personal

services budget for each program.

Figure 2
Personal Services Present Law
DP 1 - FY 2022
Expected Management  Budget DP1
Program Changes Decisions Modifications SWPL
01 DIRECTORS OFFICE 93,650 (84,841) - 8,809
02 CHALLENGE PROGRAM (19,014) 37,480 267,456 285,922
03 SCHOLARSHIP PROGRAM - -
04 STARBASE (65,963) 11,054 - (54,909)
05 MT MILITARY FAMILY RELIEF FUND - -
12 ARMY NATIONAL GUARD PGM 42,837 203,483 - 246,320
13 AIR NATIONAL GUARD PGM (502,903) 84,412 - (418,491)
21 DISASTER & EMERGENCY SERVICES 20,336 56,780 - 77,116
31 VETERANS AFFAIRS PROGRAM 22,317 168,902 - 191,219
IAgency Total $ (408,739) $ 477,269 $ 267,456 $ 335,986

Personal services were about $16.3 million or 31.4% of the FY 2021 base budget. The executive proposes an increase
in general fund and state special revenues totaling about $336,000 in FY 2022 and $376,000 in FY 2023 in the
statewide present law adjustments for personal services. In addition to expected changes, the statewide present law
adjustment includes management decisions for broadband pay increases, wage changes associated with staff turnover,
and reinstatement of personal services budget authority in the ChalleNGe Program that was shifted to operating expenses
in a budget modification. The impacts of the budget modification are discussed in the Program Discussion narrative.

Funding

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

Total Department of Military Affairs Funding by Source of Authority
2023 Biennium Budget Request - Department of Military Affairs
HB2 HB2 Non-Budgeted Statutory Total % Total
Funds Ongoing OTO Proprietary Appropriation All Sources All Funds
General Fund 15,110,191 0 0 90,000 15,200,191 13.79%
State Special Total 3,113,610 0 0 1,756,643 4,870,253 4.42%
Federal Special Total 90,130,330 0 0 0 90,130,330 81.79 %
Proprietary Total 0 0 0 0 0 0.00 %
Other Total 0 0 0 0 0 0.00 %
Total All Funds $108,354,131 $0 $0  $1,846,643 $110,200,774
Percent - Total All Sources 98.32 % 0.00 % 0.00 % 1.68 %

HB 2 Funding

General fund comprises about 13.9% of total HB 2 funding in the 2023 biennium. General fund supports a portion of most
programs in the Department of Military Affairs and the entire cost of the National Guard scholarships.
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State special revenue makes up about 2.9% of the HB 2 funding in the 2023 biennium. The funding is
used predominately in the Disaster and Emergency Services and Veterans’' Affairs Divisions. The Veterans’ Affairs
Division receives a large portion of the state special revenues with funding generated through vehicle registration fees,
specialty license plates, and donations.

Dominating the funding is federal special revenues at 83.2% of the HB 2 funding in the 2023 biennium. Federal government
initiatives, programs and objectives guide the funding requirements for the Department of Military Affairs.

LFD The November 15th budget submission included a funding shift, moving statewide present law adjustments
COMMENT to general fund in several programs. The Department of Military Affairs and the Office of Budget and

Program Planning have notified the Legislative Fiscal Division that the funding will be corrected in the
December 15th final budget submission.

Statutory Appropriations

The Montana Military Family Relief Fund (MMFRF) receives statutory appropriations to provide monetary grants to families
of Montana National Guard and Reserve Component members who on or after April 28, 2007 are on active duty for federal
service in a contingency operation. MMFRF grants are intended to help Montana families defray the costs of food, housing,
utilities, medical services, and other expenses that become difficult to afford when the wage-earner has temporarily left
civilian employment to be placed on active military duty. Costs for the program in FY 2020 were about $140,000. The
program was originally funded by a transfer of $1.0 million in general fund. Ongoing revenues included interest and
donations of about $40,000 a year. The fund balance at the end of FY 2020 was $456,673. This statutory appropriation is
not reflected in the preceding table.

The Veterans’ Affairs Division has a statutory appropriation for the operation of the Montana Veterans’ Cemetery Program.
The state special revenue funds associated with this appropriation are generated from license registration fees, cemetery
plot allowances, and donations. The statutory appropriations for the Cemetery Program make up the majority of the state
special revenue funds reflected in the preceding table.

The Governor is also provided a number of statutory appropriations in the event of a declared emergency or disaster.
The most notable of these is the authority to authorize up to $16.0 million from the general fund for disaster relief. These
expenditures are authorized through executive orders.

LFD In recent biennia a number of executive orders for disasters and emergencies have been issued by the
COMMENT Governor. The appropriations for these orders are authorized until the disaster is mitigated, unlike HB 2

temporary appropriations. A review of the appropriation authority for the executive orders shows that
general fund authorized in previous biennia still has unused authority including:

« $1.1 million for executive order 5-2011 flooding in 2011
« $0.3 million for executive order 11-2016 storm in 2016

The legislature may wish to discuss the status of the executive orders with the agency to determine if unneeded general
fund authority from past biennium should be reverted to the general fund.

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.
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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 7,130,993 7,130,993 14,261,986 94.39% 51,772,227 51,772,227 103,544,454 95.56 %
SWPL Adjustments 270,795 242,533 513,328 3.40% 363,120 309,589 672,709 0.62 %
PL Adjustments 0 0 0 0.00 % 667,821 678,536 1,346,357 1.24%
New Proposals 172,829 162,048 334,877 2.22% 1,416,733 1,373,878 2,790,611 2.58%
Total Budget $7,574,617 $7,535,574 $15,110,191 $54,219,901 $54,134,230 $108,354,131

HB 2 Language

The executive has not proposed any HB 2 language for the Department of Military Affairs.
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