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MONTANA DEPARTMENT OF ADMINISTRATION

State Financial Statewide Accounting & Financial Systems ® 406.444.3092
. e Local Government Services ® 406.444.9101
Services Division sfsd.mt.gov

Cheryl Grey, Administrator

March 5, 2026

To the Citizens, Governor, and Members of the Legislature of the State of Montana:

In accordance with Title 17, Chapter 2, Part 110, Montana Code Annotated (MCA), we are pleased to
submit the Annual Comprehensive Financial Report (ACFR) of the State of Montana (State) for the fiscal
year (FY) ended June 30, 2025. Responsibility for the accuracy of the data presented, as well as the
completeness and fairness of the presentation, rests with the Department of Administration. To the best of
our knowledge and belief, the enclosed data is accurate, in all material respects, and is reported in a
manner designed to present fairly the financial position and results of operations of the various funds of
the State of Montana. All disclosures necessary to enable the reader to gain an understanding of the
State’s financial activities are included.

DESCRIPTION OF THE ACFR
This report and the accompanying financial statements and statistical tables were prepared in accordance
with standards set forth by the Governmental Accounting Standards Board (GASB).

The State’s ACFR is divided into three main sections: introductory, financial, and statistical. The
introductory section includes this transmittal letter, an organization chart for the State, and a list of
principal state officials. The financial section contains management’s discussion and analysis, the
independent auditor's report, government-wide financial statements, fund financial statements, notes to
the financial statements, combining statements by fund type, and other schedules. The statistical section
includes financial, economic, and demographic data.

This report includes all funds of those entities that comprise the State of Montana (the primary
government) and its component units. The component units are entities that are legally separate from the
State, but for which the State is financially accountable, or whose relationship with the State is such that
exclusion would cause the State’s financial statements to be misleading or incomplete. The GASB has set
forth criteria to be considered in determining financial accountability. These criteria include appointing a
voting majority of an organization’s governing body, and either (1) the State is able to impose its will on
that organization, or (2) there is the potential for the organization to provide specific financial benefits to,
or impose specific financial burdens on, the State. The following component units are included in the
State’s financial reporting entity: Montana Board of Housing, Facility Finance Authority, Montana State
Fund, Montana Reinsurance Association, Montana State University, University of Montana, Public
Employees’ Retirement Board, and Teachers’ Retirement System.

PROFILE OF THE GOVERNMENT

After 25 years as a territory, Montana became the 41st state when it was admitted to the Union in 1889.
While Montana has a total area of 147,040 square miles (including water area), and is the nation’s fourth-
largest state, it is also one of the most sparsely populated, with an estimated population of slightly over
one million. Montana is vast, including rolling plains, the Northern Rocky Mountains, Glacier National
Park, three of the five entrances to Yellowstone National Park, wheat farms, cattle ranches, tribal lands,
and extensive natural resources.



In 1972, a constitutional convention convened, rewriting the State’s Constitution and establishing the
current governmental structure. As shown in the organization chart attached to this report, the State
government is divided into three separate branches: legislative, executive, and judicial. Montana’s
Legislature consists of 50 senators and 100 representatives elected from single-member districts. The
Legislature meets in regular biennial sessions for 90 days in odd-numbered years. Montana is governed
by its Constitution, and its laws are administered by its executive branch officers and various boards and
commissions. State government services provided to citizens include building and maintaining roads;
providing public safety, health, and environmental protection services to protect the general welfare of the
State’s citizens; helping adults, children, and families through difficult times such as abuse, divorce,
illness, death, and, unemployment; fostering an attractive business climate to encourage economic
growth; and protecting public lands and natural resources for conservation and recreational activities. The
State also provides significant financial support to its higher education institutions, local governments, and
school districts to help those entities meet the specific needs of their constituents.

ECONOMIC CONDITION AND OUTLOOK

Montana's primary economic base is concentrated in service-providing industries. Production is sourced
primarily from service-providing industries (e.g., healthcare, trade/transportation/utilities, financial
services, professional and business services). In 2024, service-providing industries accounted for over
80% of the state’s real Gross State Product (GSP), while goods industries accounted for the remaining
20%. Montana's four largest private-sector industries by share of real GSP are trade/transportation/
utilities services, financial services, education and health services, and professional and business
services. Other important industries for Montana include manufacturing, construction, and leisure/
hospitality (driven by nonresident travel). Montana’s industry mix remains roughly the same through 2025.
According to the 2025 Labor Day Report issued by the Montana Department of Labor and Industry, the
Montana economy grew by 2% in 2024, stabilizing after a period of rapid growth following the exit from
the pandemic recession.

Nonfarm payroll employment (NPE) is defined as the number of paid workers in all businesses, excluding
those who work for farms, serve in the military, or volunteer for nonprofit organizations. Montana's NPE is
on a steady incline, increasing to 540,600 in June 2025 after adding 15,000 jobs (an increase of 2.9%)
since June 2024. Employment gains are continuing into the 2026 fiscal year. The statewide
unemployment rate was 2.8% as of July 2025, down from 3.0% in July 2024. In 2024 over 560,000
people were employed - a record high for Montana. Employment is at an all-time high, the unemployment
rate remains low, and economic production continues to grow at a steady pace. Like GSP, Montana'’s
employment is concentrated in the service-providing sector. Industries in this sector account for about
87.7% of total NPE in the state.

Montana’s tight labor market has pushed nominal wage growth higher over the past few years as firms
compete for qualified workers. According to the 2025 Labor Day Report issued by the Montana
Department of Labor and Industry, the average wage for Montana workers rose by 1.9% on an inflation-
adjusted basis in 2024. Montana’s average annual salary was $60,037 in 2024. Montana ranks third in
the nation for the fastest wage growth since 2020. Wage growth outpaced inflation in 2024, resulting in a
1.9% real average wage growth, the tenth fastest among states. Professional service workers had the
fastest real wage growth of 4.8% in 2024. The average wage reached $102,000, making it the second-
highest-paying industry in Montana after natural resources. Personal income, which measures the value
Montanans receive from their economic activity, has risen by 7.2% annually since 2020, ranking Montana
as the eighth fastest-growing state among states. Per capita income rose to $67,615 in 2024, ranking
29th among states.

Service-Providing Industries

Healthcare is one of Montana's largest employing industries. Using industry employment data from the
Montana Department of Labor and Industry, employment in Montana’s healthcare and social assistance
industry increased by 800 jobs from June 2024 to June 2025. The total number of jobs in the industry
increased by 1.1% from 74,500 to 75,300.




The trade, transportation, and utilities industries are part of the service-providing sector. The professions
consist of wholesale trade, retail trade, transportation and warehousing, and utilities. These professions
have the highest employment in the State. Data from the Montana Department of Labor and Industry
indicate Montana’s trade, transportation, and utilities industry increased 1.5% to 103,000 jobs in June
2025, compared to 101,500 jobs in 2024.

The professional and business services industry is part of the service-providing sector. The professions
comprise professional scientific services, technical services, management of companies and enterprises,
administrative/support services, and waste management/remediation services. Data from the Montana
Department of Labor and Industry indicate Montana’s professional and business services industry
increased by 2,900 jobs from June 2024 to June 2025. This represented a 5.5% increase, from 53,200 to
56,100.

The financial services sector encompasses employment in financing, insurance, real estate, and rental
leasing. Data from the Montana Department of Labor and Industry show employment in Montana’s
financial services sector increased to 21,200 in June 2025, compared to 20,700 in June 2024.

Nonresident Travel

Nonresident travel to Montana in 2024 was approximately 13.8 million visitors, which is an increase of
approximately 1.2 million visitors from 2023. Yellowstone National Park welcomed 4.7 million visitors in
2024, representing a 5.4% increase from 2023. Visitors to Glacier National Park increased in 2024,
reaching 3.2 million, a 10.3% rise from the previous year.

Nonresident travelers contribute directly to the tax base by paying the lodging tax and excise taxes, such
as those on gasoline, and indirectly by supporting employment in industries that pay corporate taxes and
whose employees pay income, property, and other taxes. Estimated nonresident direct travel
expenditures in Montana totaled nearly $4.9 billion in 2024, representing a decrease of $521.0 million
from 2023.

Agriculture
Montana’s wheat crop utilized 4.9 million acres in 2025, an insignificant change from 2024. Wheat

production increased in 2025, increasing over 8.3 million bushels to 181.7 million bushels from 173.4
million bushels in 2024. Winter wheat production increased to 99.6 million bushels compared to the 2024
level of 91.5 million bushels, representing an 8.9% increase. Spring wheat production decreased by 8.9%
from 2024 to 2025, decreasing from 62.1 million bushels to 56.6 million bushels. Durum production
increased to 25.5 million bushels in 2025 from 19.8 million bushels in 2024.

Montana’s other major agricultural commodities include oats, barley, and cattle. Oat production in
Montana was 1.7 million bushels which was an increase of 809.0 thousand bushels in 2025 from 891.0
thousand bushels in 2024. Barley production decreased in 2025 to 31.6 million bushels, with the amount
of barley harvested in 2024 at 36.7 million bushels. Montana ranked 12th in the U.S. cattle and calf
industry, producing 2.2 million head in 2025. Montana'’s 2024 receipts from cattle sales were $2.1 billion.

Natural Resources/Mining

Montana’s natural resources and mining industry employed 5,600 workers at the end of June 2025, an
8.2% decrease from 6,100 workers at the end of June 2024. Total crude oil production in the state was
22.6 million barrels in 2023 and increased to 26.6 million barrels in 2024, according to data from the U.S.
Energy Information Administration (EIA).

Montana’s total coal reserves were estimated at 118.3 billion short tons, with recoverable reserves of 74.2
billion short tons in 2024. This represents 25.3% of the total U.S. reserves and 29.8% of the recoverable
U.S. reserves. Montana’s recoverable coal reserves at producing mine sites stood at 315 million short
tons in 2024, 3.0% of the U.S. total.

Historically, mineral mining has been a significant part of Montana’s economy. While there is no published
data on proven reserves for metals mining, Montana’s mines continue to produce copper, molybdenum,



lead, zinc, palladium, gold, silver, cobalt, nickel, chromate, platinum, and other metals. Montana also
produces non-metal minerals, including talc, limestone, bentonite, garnets, and sapphires. The “rare
earth” metals, now in demand in many new products, are also known to exist within the state.

Long-Term Financial Planning

The State, as part of its biennial budget, determines how to enact the next few years of long-range
planning as required by various MCA statutes. As part of the budgeting process, the Office of Budget and
Program Planning forecasts revenue for six years and conducts financial and budgetary stress tests over
the same period. For the 2027 biennium, the Legislature passed legislation that continues a macro-
statewide financial analysis, looking forward ten years, as part of the budgeting process. Capital
improvement programs focus on the construction and maintenance of state buildings, energy efficiency
improvements in state facilities, and investments in state services. The loan and grant programs focus on
helping local governments fund infrastructure projects, funding projects that benefit the State’s natural
heritage, reclaiming land impacted by mineral development, funding regional water systems, protecting
works of art in the State Capitol, and other cultural and aesthetic projects. Current financial information
can be found in the Supplemental Information for nonmajor governmental funds. The funds are reported
in the debt service, capital projects, and permanent funds.

Title 17, Chapter 7, Part 2, Montana Code Annotated (MCA), provides a statutory structure for financing
new capital projects and deferred maintenance. Capital project funds are used to fund building projects,
with 1.0% of General Fund revenue less any existing general obligation bond debt service. Deferred
maintenance is funded at 0.6% of current replacement value of existing Long Range Building Program
through coal and cigarette taxes, with any difference being made up by the General Fund. There is an
inflation-adjusted general obligation debt service cap, as well as a separate inflation-adjusted total state
debt cap that will curtail appropriations for new building projects moving forward in the event the caps are
passed.

Section 76-13-150, MCA contains a statutory funding mechanism for the Fire Suppression fund, whereas
if the fiscal year General Fund unassigned ending balance is greater than 8.3% of all second-year general
revenue appropriations, then the General Fund shall transfer to the fire suppression fund an amount
needed to bring the fire suppression fund balance to 6.0% of second-year general revenue
appropriations. The Fire Suppression Fund does not have a specific revenue source outside of transfers;
therefore, this fund is included in the General Fund in this report to comply with the Governmental
Accounting Standards Board (GASB) requirements. The restrictions designated in this statute are
reflected within the committed fund balances, detailed in Note 1, Section R. Details surrounding the
annual transfers to this committed activity can be found in Note 12, Section D.

MAJOR INITIATIVES AND LONG-TERM OUTLOOK

The 2025 Legislature completed work and adjourned on April 30, 2025. Upon adjournment, it was
anticipated that 2027 biennium General Fund revenue collections, adjusted for legislation, would be
approximately $6.7 billion, and General Fund expenditures would be approximately $7.0 billion, of which
$700.0 million is one-time-only (OTO) and not ongoing. At the end of fiscal year 2027, the unassigned
General Fund balance is estimated to be $324.4 million.

The following are the major financial highlights of the 2027 biennium budget:

1. House Bill (HB) 337 provides income tax savings by raising the income thresholds at which the
higher marginal tax rate applies for non-capital gains income and net long-term capital gains
income. These income thresholds rise in both tax years (TY) 2026 and 2027. In conjunction, the
top marginal rate is lowered from 5.9% to 5.65% in TY 2026 and then to 5.4% in TY 2027. The
bill also increases the earned income tax credit from 10.0% of the federal credit to 20.0%
beginning in TY 2026. The reduction to general fund revenue is projected to be $21.0 million in
FY 2026 and $191.0 million in FY 2027.

2. HB 231 and Senate Bill (SB) 542 work together to bring property tax relief through rebates and
lower tax rates for primary residences and long-term rentals. There is a maximum $400 rebate
that can be claimed by owners of primary residences who paid property taxes in TY 2024. The



total cost of this rebate program is estimated to be $95.0 million from the general fund in FY 2026.
A system of graduated tax rates for residential and commercial property will be implemented in
TY 2025, with further refinement in TY 2026, and will remain in effect for the ensuing years. For
residential property, primary residences and long-term rentals will have four marginal tax rates
depending on market value in relation to the statewide median. For commercial property, there
will be two marginal tax rates. There is a new tax rate for residences that do not qualify as primary
or as long-term rentals.

3. HB 18 moves non-levy property tax revenue from the general fund into the school equalization
and property tax relief fund (reflected in the state special revenue fund). This amounts to an
estimated $21.0 million for the 2027 biennium.

4. HB 924 is a comprehensive piece of legislation that impacts the structure of state finances. The
bill created a new Montana Growth and Opportunity Trust. This trust was seeded with $474.0
million of general fund transfers in FY 2025 and will receive additional transfers of $120.4 million
in FY 2026 and $92.0 million in FY 2027. The trust provides funding for pensions, housing, and
state special revenue funds dedicated to property tax assistance, water development, local bridge
infrastructure, and early childhood. The general fund transfers in FY 2026 and FY 2027 may be
reduced if the general fund ending balance for the fiscal year is projected to fall below the
operating reserve level. Starting in FY 2028 and thereafter, a volatile revenue component of
general fund revenue is transferred to the trust fund each year. For this report, the trust funds are
reflected in the general fund, and further details can be found in Note 1, Section R.

5. HB 505 required a transfer of $50.0 million from the general fund to the Montana housing
infrastructure revolving loan fund. It also authorized the fund to retain its own interest earnings.

6. HB 515 provided for a general fund transfer of the amount necessary to bring the balance of the
school facilities trust fund (reported within the coal severance tax trust fund) to $275.0 million.
This transfer was made in August 2025 and totaled $61.6 million. Interest from the school
facilities trust fund is redirected to the school facilities and technology state special revenue fund.

7. HB 833 provides funding to increase the state’s correctional capacity, transferring $246.0 million
from the general fund to the capital development fund by June 30, 2027.

8. The pay plan for the 2027 biennium, HB 13, gives state employees raises equal to 2.5% or $1.00
per hour, whichever is greater, effective July 1, 2025 and July 1, 2026.

9. The cap for the budget stabilization reserve fund (BSR) increased to $557.6 million for the 2027
biennium. Excess reversions from fiscal year 2025, calculated pursuant to 17-7-130, MCA, were
transferred to the BSR fund in August 2025. This transfer filled the BSR fund to its statutory cap
with the remainder being transferred to the capital development long-range building program
fund. For this report, the BSR fund is reflected in the general fund committed fund balances as
detailed in Note 1 Section R and Note 12 Section D.

10. HB 5 contains a $150.0 million transfer from the general fund to the capital development long-
range building program fund to support the low-side housing expansion project at the Montana
State Prison.

11. HB 10 authorizes $39.0 million from the general fund to be transferred on an as-needed basis to
support long-range information technology projects. The funds are only available during the 2027
biennium.

FINANCIAL INFORMATION

Montana's Statewide Accounting, Budgeting, and Human Resource System (SABHRS) is a centrally
maintained, fully computerized, double-entry accounting system. SABHRS records are system-edited and
budget-checked before being posted.

Management of the State is responsible for establishing and maintaining an internal control structure
designed to ensure that the assets of the State are protected from loss or misuse and that adequate
accounting data are compiled to allow for the preparation of financial statements in accordance with
generally accepted accounting principles. In developing and evaluating the State’s accounting system,
consideration is given to the adequacy of internal accounting controls. Internal accounting controls are
designed to provide reasonable, but not absolute, assurance that the above objectives are met. The
concept of reasonable assurance recognizes that the cost of a control should not exceed the benefits
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likely to be derived and that the evaluation of costs and benefits requires estimates and judgments by
management.

Budgetary restrictions are imposed through appropriations approved by the Legislature or established
administratively as provided for by state law. Appropriations are required by State law for the General,
State and Federal Special Revenue, and capital projects funds. The level of budgetary control is generally
established by fund. SABHRS is designed to provide budgetary control by preventing spending in excess
of legislative and administrative authority. SABHRS also provides for encumbrance accounting as a
technique for accomplishing budgetary control.

General Fund Balance

For fiscal year 2025, the total fund balance of the General Fund is $2.8 billion. Of this balance, $10.3
million is non-spendable. The remaining balance is spendable with $2.0 billion committed, $46.5 million
assigned, and $773.1 million unassigned. The committed fund balance of $2.0 billion is the balance from
multiple funds established in statute as State Special Revenue or Permanent funds, which are combined
with the General Fund for financial statement presentation purposes (see Note 1 Section R). Of the
assigned fund balance, $45.2 million represents outstanding encumbrances as of the end of the fiscal
year.

The unassigned ending fund balance was $773.1 million as compared to $989.2 million in fiscal year
2024, representing a decrease of 22.1%. The decrease in ending fund balance was primarily the result of
one-time-only expenditures authorized during the 2025 legislative session that were required to be
completed by the end of FY 2025. At the beginning of the 2027 biennium, current budget estimates
anticipate unassigned fund balances of $416.8 million in FY 2026 and $86.8 million FY 2027.

For a more in-depth analysis of the State’s overall financial position, the reader should refer to the
Management’s Discussion and Analysis and the financial statements contained in the ACFR.

AWARDS AND ACKNOWLEDGMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the State of Montana for its annual
comprehensive financial report for the fiscal year ended June 30, 2024. To be awarded a Certificate of
Achievement, a government must publish an easily readable and efficiently organized annual
comprehensive financial report. This report must satisfy both generally accepted accounting principles
and applicable legal requirements.

The preparation of this report could not have been accomplished without the efficient and dedicated
service of the entire staff of the Statewide Accounting Bureau — Statewide Accounting and Financial
Reporting Section (SAFRS), the cooperation of accounting personnel at the individual state agencies, and
staff in the Governor’s Office of Budget and Program Planning. We would like to express our appreciation
to all personnel who participated in the preparation of this document. We would also like to thank the
Legislature and all state agencies for their interest and support in planning and conducting the financial
operations of the State in a professional, fiscally responsible, and progressive manner.

Respectfully submitted,

/sl Jennifer Thompson

Jennifer Thompson, CPA

State Accountant
State Financial Services Division
Department of Administration
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INDEPENDENT AUDITOR’S REPORT

The Legislative Audit Committee
of the Montana State Lepislature:

Report on the Audit of Consolidated Financial Statements

Opinions

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the state of Montana, as of and for the year ended June 30, 2025, and the related notes

to the financial statements, which collectively comprise the state of Montana’s basic financial statements
as follows:

* Statement of Net Position

* Statement of Activities

= Balance Sheet - Governmental Funds

* Reconciliation of the Balance Sheet - Governmental Funds to the Statement of Net Position
+ Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental Funds

* Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances -
Governmental Funds to the Statement of Activities

« Statement of Net Position - Proprietary Funds

+ Statement of Revenues, Expenses, and Changes in Fund Net Position - Proprietary Funds

+ Statements of Cash Flows - Proprietary Funds

* Statement of Fiduciary Net Position - Fiduciary Funds

¢ Statement of Changes in Fiduciary Net Position - Fiduciary Funds
In our opinion, based on our audit and the report of the other auditors, the accompanying financial
statements referred to above present fairly, in all material respects, the respective financial position of
the governmental activities, the business-type activities, the aggregate discretely presented component
units, each major fund, and the aggregate remaining fund information of the state of Montana, as of
June 30, 2025, and the respective changes in financial position, and, where applicable, cash flows

thereof, for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Room 171 + State Capitol Building » PO Box 201705 » Helena, MT » 59620-1705
Phone (406) 444-3122 « FAX (406) 4449784 » E-mail lad@legmt.pov
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We did not audit the financial statements of the Montana State University (MSU) component units,
the University of Montana (UM) component units, the Montana State Fund (MSF), or the Montana
Reinsurance Association (MRA) which represent 48.59 percent, 55.55 percent, and 21.79 percent,
respectively of the assets, net position, and revenues of the agpregate discretely presented component
units as of June 30, 2025. Those statements were audited by other auditors, whose reports have been
furnished to us, and our opinion, in so far as it relates to the amounts for the component units of MSU
and UM, and the MSF and MRA component units, as noted above, is based solely on the reports of
the other auditors.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America (GAAS) and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the state of Montana and to
meet our other ethical responsibilities, in accordance with relevant ethical requirements relating to our
audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions. The financial statements of MSU’s component units and UM’s component
units were not audited in accordance with Government Auditing Standard.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidared financial
statements in accordance with accounting principles generally accepted in the United States of America,
and for the design, implementation, and maintenance of internal controls relevant to the preparation
and fair presentation of the financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there
are conditions or events, considered in the aggregate, that raise substantial doubt abour the state of
Montana’s ability to continue as a going concern for twelve months beyond the financial statement
date, including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Owur objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinions. Reasonable assurance is a high level of assurance but is not absohute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and
Government Auditing Standards will always detect a material misstatement when it exists. The risk

of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control. Misstatements are considered material if there is a substantial likelihood thart,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.
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In performing an audit in accordance with GAAS and Government Auditing Standards, we:
+ Exercise professional judgment and maintain professional skepticism throughout the audit.

 Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to those
risks. Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

+ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the state of Montana’s internal control. Accordingly, no such
opinion is expressed.

+ Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

* Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the state of Montana’s ability to continue as a going concern
for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audir, significant audit findings, and certain internal control-
related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis, the Budgetary Comparison Schedule, the Pension Plan
Information, the Other Postemployment Benefits (OPEB) Plan Information, and the Risk Management
Trend Information, and the related notes, be presented to supplement the basic financial statements.
Such information is the responsibility of management and, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of the financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consists of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.
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Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a
whole. The combining statements listed in the table of contents are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The combining statements are the
responsibility of management and were derived from and related directly to the underlying accounting
and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such informarion directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the combining statements are fairly stated, in all material respects, in relation
to the financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other
information comprises the introductory and statistical sections bur does not include the financial
statements and our auditor’s report thereon. Our opinion on the financial statements does not cover the
other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and
the basic financial statements, or the other information otherwise appears to be materially misstated.
If, based on the work performed, we conclude that an uncorrected material misstatement of the other
information exists, we are required to describe it in our report.

Report on Other Legal and Regulatory Requirements

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated

March 5, 2026, on our consideration of the state of Montana’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other marters. The purpose of that report is solely to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the state of Montana’s internal control over financial reporting and compliance. It is included in the
Legislative Auditor’s separately issued report (25-01).

Respectfully submitted,

il Alexa O'Dell

Alexa O'Dell, CPA
Deputy Legislative Auditor
Helena, MT

March 5, 2026
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Montana Annual Comprehensive Financial Report Fiscal Year Ended June 30, 2025

MANAGEMENT’S DISCUSSION AND ANALYSIS

INTRODUCTION

Management of the State of Montana (State) provides this Management’s Discussion and Analysis of the
State of Montana’s basic financial statements included in the Annual Comprehensive Financial Report
(ACFR). This narrative and analysis provide an overview of the financial activities of the State of Montana
for the fiscal year ended June 30, 2025. We encourage readers to consider this information in conjunction
with the additional information that is furnished in the State’s financial statements, which follow.

FINANCIAL HIGHLIGHTS

Government-wide

The assets and deferred outflows of resources of the State exceeded its liabilities and deferred inflows of
resources at the end of fiscal year 2025 by $16.9 billion compared with $15.5 billion at the end of fiscal
year 2024, representing a 9.0% increase in net position. Component units reported a net position of $3.1
billion at the end of fiscal year 2025, compared to $2.8 billion at the end of fiscal year 2024. More detail is
provided in the financial statement overview below.

Fund Level

As of the close of fiscal year 2025, the State’s governmental funds reported combined ending fund
balances of $9.4 billion compared with $8.7 billion in fiscal year 2024. This represents a $741.6 million
(8.5%) increase in total fund balance. Of the 2025 balance, $2.8 billion is not in spendable form, primarily
as permanent fund principal. Thus, $6.6 billion is available for spending. The fund balance in spendable
form is segregated by constraint as follows: $1.5 billion is restricted, $4.3 billion is committed, $68.5
million is assigned, and $773.1 million is unassigned. These changes are discussed in more detail in the
financial analysis of the State’s major funds presented below.

The State’s business-type activity funds reported a net position at the close of fiscal year 2025 in the
amount of $866.5 million compared with a fiscal year 2024 net position of $813.5 million. Of the 2025
business-type activity net position, $66.6 million was reported as net investment in capital assets. Net
position of $800.0 million was in spendable form with $25.1 million unrestricted and $774.9 million
restricted for expenditure on a specific purpose. This represents a $39.5 million (5.2%) increase in
spendable net position from the fiscal year 2024 balance of $760.5 million. These changes are discussed
in more detail in the financial analysis of the State’s major funds presented below.

Long-term Debt

The State’s total governmental activity bonds and notes payable for governmental activities decreased by
$0.1 million, from $1.4 million in fiscal year 2024 to $1.3 million, a (7.7)% decrease in fiscal year 2025.
17-6-214, MCA, established a Debt and Liability Free fund to pay off outstanding bonds, notes, and other
obligations, as well as forgo or reduce the amount of future general obligation bond issuances. It has
been funded with transfers and interest revenues earned by the treasury cash account through fiscal year
2025. In fiscal year 2025, this fund helped finance projects that previously would have been financed with
long-term debt. The balance in this fund can be found within committed General Fund balances,
discussed in Note 1, section R. Further detail relating to the State’s long-term debt is provided in notes to
the financial statement’s Note 11.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the State of Montana’s basic
financial statements. The State’s basic financial statements include three components: (1) government-
wide financial statements, (2) fund financial statements, and (3) notes to the financial statements. The
report also contains additional required supplementary information, including budgetary schedules,
pension and other post-employment benefits plan information, and risk management trends. These
components are described below:
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Montana Annual Comprehensive Financial Report Fiscal Year Ended June 30, 2025

Basic Financial Statements

The basic financial statements include two types of financial statements that present different views of the
State — the government-wide financial statements and the fund financial statements. These financial
statements also include the notes to the financial statements, which provide additional detail and
information related to the balances presented in the financial statements.

Government-wide Financial Statements

The government-wide financial statements provide a broad view of the State’s operations in a manner
similar to a private-sector business. The statements provide both short-term and long-term information
about the State’s financial position, which assists in assessing the State’s economic condition at the end
of the fiscal year. These are prepared using the flow of economic resources measurement focus and the
accrual basis of accounting. In other words, they follow methods similar to those used by most
businesses, including all revenues and expenses connected with the fiscal year, even if the cash involved
has not been received or paid. The government-wide financial statements include two statements: The
Statement of Net Position and the Statement of Activities, as defined below.

The Statement of Net Position presents all of the government’'s assets, deferred outflows of resources,
liabilities, deferred inflows of resources, and net position. Over time, increases or decreases in the State’s
net position may serve as a useful indicator of whether the financial position of the State is improving or
deteriorating.

The Statement of Activities presents information related to the government’s net position changes during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses
are reported in this statement for some items that will not result in cash flows until future fiscal periods.
This statement also presents a comparison between direct expenses and program revenues for each
function of the State.

Both of the above financial statements have separate sections for three different types of state activities.
These three types of activities are as follows:

Governmental Activities — Activities mostly supported by taxes and intergovernmental revenues, including
federal grants. Most services normally associated with state government fall into this category, including
education (support for both K-12 public schools and higher education), general government, health and
human services, natural resources, public safety, and transportation.

Business-type Activities — Functions normally intended to recover all or a significant portion of their costs
through user fees and charges to external users of goods and services. The major business-type
activities of the State include the Unemployment Insurance Fund and the Municipal Finance Programs,
which assists Montana’s small businesses and local governments in obtaining long-term, fixed-rate
financing through private Montana lending institutions.

Discretely Presented Component Units — Operations of entities for which the State has financial
accountability, but have certain independent qualities as well. To be considered component units, these
entities must be legally separate to the extent that they may sue, or be sued, in their own right. For the
most part, these entities operate similarly to private sector businesses and the business-type activities
described above. The State’s component units consist of one financing authority, one housing board, one
nonprofit independent public corporation, one nonprofit association, and two universities.

Fund Financial Statements - Reporting the State’s Major Funds

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The State, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements.
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The fund financial statements focus on individual parts of the state government, reporting the State’s
operations in more detail than the government-wide statements. All of the funds can be divided into three
categories. It is important to note that these fund categories use different accounting approaches and
should be interpreted individually. The three categories of funds are as follows:

Governmental Funds — Most of the basic services provided by the State are financed through
governmental funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, the governmental fund financial statements focus on near-term inflows and
outflows of spendable resources. They also focus on the balances of spendable resources available at
the end of the fiscal year. Such information may be useful in evaluating the government’s near-term
financing requirements. This approach is known as using the flow of current financial resources
measurement focus and the modified accrual basis of accounting. These statements provide a detailed
short-term view of the State’s finances that assists in determining whether there will be adequate financial
resources available to meet the current needs of the State.

The State has five governmental funds that are considered major funds for presentation purposes. Each
major fund is presented in a separate column in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund balances. The State’s five
major governmental funds are the General Fund, the State Special Revenue Fund, the Federal Special
Revenue Fund, the Coal Severance Tax Fund, and the Land Grant Fund.

Proprietary Funds — When the State charges customers for the service it provides, whether to outside
customers or to other agencies within the State, these services are generally reported in proprietary
funds. Like the government-wide statements, proprietary fund statements utilize full accrual accounting,
the same method used by private sector businesses. Enterprise funds report activities that provide
supplies and services to the general public. Whereas internal service funds report activities that provide
supplies and services to the State’s other programs and activities.

Fiduciary Funds — Resources held for the benefit of parties outside state government are accounted for in
fiduciary funds. Fiduciary funds are not reflected in the government-wide financial statements because the
resources of these funds are not available to support the State’s own programs. Fiduciary fund
statements use the full accrual basis of accounting.

Notes to the Financial Statements

The notes to the financial statements provide additional information essential for a full understanding of
the government-wide and the fund financial statements. The notes to the financial statements can be
found immediately following the fiduciary fund financial statements.

Required Supplementary Information

The basic financial statements are followed by a section of required supplementary information. This
section contains a budgetary comparison schedule, which includes the reconciliation between the
statutory fund balance for budgetary purposes and the fund balance for the General Fund and major
special revenue funds as presented in the governmental fund financial statements. Required
supplementary information also includes pension and other post-employment benefits plan information,
as well as additional risk management trend data.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Montana’s overall financial position increased from the last fiscal year, as reflected in the $1.4 billion
increase (9.0%) in net position. This improvement resulted from the continued growth, particularly in
investment earnings revenue. Revenue is expected to remain consistent in fiscal year 2026, but
expenditures are expected to increase in the next biennium as the initiatives of the Legislative session
come to fruition.
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Net Position

As noted earlier, over time, net position may serve as a useful indicator of a government’s financial
position. The State’s combined net position (government and business-type activities) totaled $16.9 billion
at the end of fiscal year 2025. Net position of both governmental and business-type activities increased by
$1.3 billion (9.0%) and increased by $53.0 million (6.0%), respectively. These changes are explained in
detail in the Financial Analysis of the State's Major Funds section.

A portion of the State’s net position reflects its investment in capital assets such as land, buildings,
equipment, right to use lease assets, and infrastructure (roads, bridges, and other immovable assets),
less any related debt used to acquire those assets that is still outstanding. The State uses these capital
assets to provide services to citizens; consequently, these assets are not available for future spending.
Although the State’s investment in its capital assets is reported net of related debt, it is worth noting that
the resources needed to repay this debt must be provided from other sources, as the capital assets
themselves cannot be used to liquidate these liabilities.

An additional portion of the State’s net position represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net position may be used to
meet the State’s ongoing obligations to citizens and creditors. Internally imposed designations of
resources are not presented as restricted net position.

At the end of the current fiscal year, the State reported positive balances in all three categories of Net
position, both for the primary government as a whole, and for its separate governmental and business-
type activities.

Net Position

June 30, 2025
(expressed in thousands)

Governmental Business-type Total Primary
Activities Activities Government
2024 2025 2024 2025 2024 2025
Current and other assets © $  11,734142 § 12,154,248 § 909,496 § 939251 § 12,643,638 $§ 13,093,499
Capital assets 8,194,082 8,618,807 58,002 70,841 8,252,084 8,689,648
Total assets 19,928,224 20,773,055 967,498 1,010,092 20,895,722 21,783,147
Deferred outflows of resources 510,610 491,669 3,912 4,063 514,522 495,732
Long-term liabilities

Due in more than one year @ 2,871,711 2,728,696 21,933 22,621 2,893,644 2,751,317
Other liabilities 2,113,954 1,830,977 131,976 121,834 2,245,930 1,952,811
Total liabilities 4,985,665 4,559,673 153,909 144,455 5,139,574 4,704,128
Deferred inflows of resources 800,158 702,986 3,979 3,151 804,137 706,137
Net investment in capital assets 7,972,553 8,422,622 53,045 66,583 8,025,598 8,489,205
Restricted () 4,129,265 4,371,561 734,780 774,884 4,864,045 5,146,445
Unrestricted (1 @) 2,551,193 3,207,882 25,697 25,082 2,576,890 3,232,964
Total net position $ 14653011 § 16,002,065 $ 813,522 $ 866,549 §  15466,533 $§ 16,868,614

) The fiscal year 2024 restricted net position and unrestricted net position for the governmental activities and total primary government are restated due to a
reclassification related to net pension assets.

@ Fiscal year 2024 long-term liabilities due in more than one year for the governmental activities and unrestricted net position are restated due to the
establishment of a liability for the Confederated Salish and Kootenai Tribes Water Compact, as reported in Note 2.

) Fiscal year 2024 Current and other assets and Unrestricted net position for the governmental activities are restated due to the State Lottery correction of an
error, as reported in Note 2.
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The following condensed financial information was derived from the government-wide Statement
of Activities, and reflects how the State’s net position changed during the fiscal year:

Changes in Net Position
For Fiscal Year Ended June 30, 2025
(expressed in thousands)

Governmental Business-type Total Primary
Activities Activities Government
2024 2025 2024 2025 2024 2025
Revenues:
Program revenues
Charges for services $ 819,963 $ 804,348 $ 610,563 $ 626,258 $ 1,430,526 $ 1,430,606
Operating grants 3,740,305 4,048,074 90,360 107,227 3,830,665 4,155,301
Capital grants 770,583 708,838 1,395 1,006 771,978 709,844
General revenues
Taxes 4,143,813 4,191,735 41,733 41,257 4,185,546 4,232,992
Other 344,409 350,693 13,915 14,226 358,324 364,919
Total revenues 9,819,073 10,103,688 757,966 789,974 10,577,039 10,893,662
Expenses:
General government 1,260,778 1,338,326 1,260,778 1,338,326
Public safety 563,562 478,464 563,562 478,464
Transportation 749,969 851,382 749,969 851,382
Health and human service 3,481,957 3,706,006 3,481,957 3,706,006
Education 1,707,303 1,802,341 1,707,303 1,802,341
Natural resources 585,829 642,181 585,829 642,181
Interest on long-term debt 5,709 6,828 5,709 6,828
Unemployment Insurance 127,590 150,801 127,590 150,801
Liquor Stores 125,759 124,679 125,759 124,679
State Lottery 139,584 127,192 139,584 127,192
Municipal Finance Programs 4,231 3,980 4,231 3,980
Hail Insurance 922 2,525 922 2,525
Other Services 85,695 98,081 85,695 98,081
Prison Funds 8,702 8,025 8,702 8,025
MUS Group Insurance 124,896 146,588 124,896 146,588
MUS Workers Comp 2,779 4,182 2,779 4,182
Total expenses 8,355,107 8,825,528 620,158 666,053 8,975,265 9,491,581
Increase (decrease) in net
position before transfers 1,463,966 1,278,160 137,808 123,921 1,601,774 1,402,081
Transfers 57,144 70,894 (57,144) (70,894) — —
Change in net position 1,521,110 1,349,054 80,664 53,027 1,601,774 1,402,081
Net position, beg of year
(as adjusted) 13,131,901 14,653,011 732,858 813,522 13,864,759 15,466,533
Net position, end of year $ 14,653,011 § 16,002,065 $ 813,522 $ 866,549 $§ 15,466,533 § 16,868,614
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Governmental Activities

Fiscal Year Ended June 30, 2025

The following chart depicts revenues of the governmental activities for the fiscal year:

Revenues - Governmental Activities
Fiscal Year Ended June 30, 2025

Other : 3.5%

Charges for Services: 8.0% "\‘

Taxes: 41.5%

Grants: 40.0%

Capital Grants: 7.0%

The following chart depicts expenses of the governmental activities for the fiscal year:

Expense - Governmental Activities
Fiscal Year Ended June 30, 2025

General Government: 15.2%

Public Safety: 5.3% \
Transportation: 9.6% —>

Interest on Long-Term Debt: 0.1% } Natural Resources: 7.3%

Education: 20.4%

Health and Human Services: 42.0%
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Business-type Activities
The following chart depicts revenues of the business-type activities for the fiscal year:

Revenues - Business-type Activities
Fiscal Year Ended June 30, 2025

Operating Grants: 13.6%

Capital Grants: 0.1%

Taxes: 5.2%

//— Other: 1.8%

Services: 79.3%

The following chart depicts expenses of the business-type activities for the fiscal year:

Expenses - Business-type Activities
Fiscal Year Ended June 30, 2025

Prison Funds: 1.2%
Gen Govt Services: 14.7%

Hail Insurance: 0.4%
Municipal Finance: 0.6% \

State Lottery: 19.1%

MUS Group Insurance : 22.0%

——  MUS Workers Comp: 0.6%

Unemployment Insurance: 22.5%

Liquor Stores: 18.7%
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FINANCIAL ANALYSIS OF THE STATE’S MAJOR FUNDS

As the State completed the year, its governmental funds reported fund balances of $9.4 billion. Of this
total, $6.6 billion (70.3%) constitutes spendable fund balance, and $2.8 billion (29.7%) is classified as
non-spendable. The analysis of the following major funds, which provide the majority of the governmental
fund balances, follows.

General Fund Revenues and Expenditures

The General Fund is the chief operating fund of the State. For fiscal year 2025, the total fund balance of
the General Fund was reported at approximately $2.8 billion. Of this balance, $10.3 million is non-
spendable. The remaining balance is spendable with $2.0 billion committed, $46.5 million assigned, and
$773.1 million unassigned. This spendable fund balance of the General Fund represents 42.3% of the
$6.6 billion spendable governmental fund balances for all governmental funds. The assigned fund
balance of $45.2 million represents outstanding encumbrances as of the end of the fiscal year.

The committed fund balance of $2.0 billion represents the funding set aside by the Legislature for specific
initiatives such as the budget stabilization reserve, property tax rebates, fire suppression funds, and more.
House Bill 924, passed by the 2025 Legislature, created several new initiatives, as part of the Montana
Growth and Opportunity Trust, including housing, pensions, property tax assistance, and more. Many of
these initiatives are legislatively prescribed to be in certain funds, but do not meet the GASB 54
requirements for such classification. For a full list of committed balances, see Note 1, section R.

Further details on the breakdown of fund balance for the General Fund is provided in Note 14 — Major
Purpose Presentation.

Total fund balance increased by $311.7 million when compared to the previously reported fund balance of
$2.5 billion. Changes in both expenditures and revenues are discussed in detail below.

General Fund Revenues — Total General Fund revenues were $3.5 billion for fiscal year 2025, a 2.2%
increase from the $3.4 billion reported in 2024. Fiscal year 2025 tax revenue increased by 2.7% in total
over 2024; other tax collections are up 4.8% and individual income tax collections increased by 2.9%.

General Fund Expenditures — Total General Fund expenditures for fiscal year 2025 increased by $193.1
million (7.0%). The increase in expenditures is detailed by function as follows:
« Health and human services expenditures increased by $77.4 million (10.7%), due to an increase
in social assistance distributions and payments to local agencies.
«  Education expenditures increased by $119.9 million (15.3%), primarily due to an increase in direct
state aid.
« Natural resources expenditure increased by $36.2 million (35.9%), due to increasing operating
costs, fire suppression services, and the purchase of equipment.
* Public safety expenditures increased by $19.6 million (4.8%), due to room and board costs paid
to outside facilities for inmates and other increasing operating costs.

The General Fund’'s actual revenues and expenditures in comparison to budgeted revenues and
expenditures are provided in more depth on the Budgetary Comparison Schedule within the Required
Supplementary Information section of this report. The same level of detail used to report actual revenues
and expenditures is not readily available for all budgetary revenues and expenditures, which may cause
some variances.
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General Fund Expenditure Budget Reversions
Fund balances are not reserved for reverted appropriations. For fiscal year 2025, General Fund
appropriations that reverted to 2026 were $71.6 million, detailed as follows:

The Department of Public Health and Human Services had unspent appropriations of $5.4 million
related to various programs that received funding that could only be used for those programs and
other operational costs.

The Department of Corrections had unspent appropriations of $3.3 million. Of the unspent
appropriations, approximately $1.7 million related to vacancy savings, operational cost savings,
and the non-continuing appropriation for the Board of Pardons and Parole. The remaining $1.6
million is related to restricted specific purpose funds such as the appropriations for efficiencies in
community corrections offender beds, Legislative Audit, ACA Accreditation, vehicle replacement,
and operations and maintenance funding from House Bill 817 in the 2023 legislative session that
could not be spent until completion of the capital project.

The Judicial Branch had unspent appropriations of $4.0 million related to vacancy savings and
operational cost savings.

The Department of Justice had unspent appropriations of $1.6 million. Of the unspent
appropriations, approximately $1.1 million related to restricted funds such as information
technology costs, Natural Resource Damage Program (NRDP) funding for new claims, and
litigation funding. The remaining unspent authority relates to County Attorney payroll, which is
passed through the Department of Justice, vacancy savings, and other operational savings.

The Department of Revenue had unspent appropriations of $2.7 million. Of the unspent authority,
$2.0 million is related to funds available to local governing bodies pursuant to Section 15-1-402,
MCA, regarding protested property taxes, and the remaining unspent budget authority primarily
relates to operational cost savings.

The Department of Administration had unspent appropriations of $2.8 million related to statutory
transfers to the retirement systems.

The Office of Budget and Program Planning had unspent appropriations of $1.3 million related to
vacancy savings, operational cost savings, and biennial personal services contingency funding
that is held in the office as a reserve for all state agencies.

The Department of Commerce had unspent appropriations of $14.4 million. Of the unspent
authority, $2.3 million is related to non-eligible cities and towns for one-time-only grant funding.
The Legislature directed that $12.0 million be used to develop or acquire housing for state
employees. The resulting real estate will be used solely for investment purposes. Therefore, the
$12.0 million appropriation was unnecessary.

The Legislative Services had unspent appropriations of $4.9 million. The unspent appropriations
are related to operational cost savings, including savings from the early adjournment of the
legislative session, as well as restricted and one-time-only funding.

The Office of Public Instruction had unspent appropriations of $16.6 million. Of the unspent
appropriations, $15.1 million is related to reduced payments to K-12 schools due to lower
enrollment, reduced transportation routes, and fewer schools participating by levying a permissive
sub-fund of the building reserve fund. The remaining $1.5 million is related to teacher programs
that had lower enrollment than budgeted and operational cost savings.

The Office of the Commissioner of Higher Education had unspent appropriations of $7.7 million.
Of this, $7.1 million is related to operation and maintenance funding received in House Bill 5. The
buildings receiving this funding were not completed during the 2025 biennium, and will carry
forward until the projects are completed. The remaining unspent appropriations were due to
operational savings.

The Office of Public Defender had unspent appropriations of $4.8 million. Of the unspent
appropriations, $3.5 million is related to supplemental funding for various programs. The
remaining $1.3 million is related to operational cost savings.

The remaining unspent appropriation of $2.1 million was attributable to miscellaneous
reversions across other agencies.
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State Special Revenue Fund

The fund balance of the State Special Revenue Fund increased by $107.2 million to $2.6 billion.
Revenues decreased by $(14.9) million ((0.8)%) and expenditures increased $106.1 million (5.9%), for
fiscal year 2025. The increase in fund balance overall is based upon greater amount of transfers in than
transfers out netting together for $191.2 million increase due to volume of money transferred. Transfers in
decreased from prior year as the legislative transfer mandates from the 2023 session were largely for FY
2024 only. Transfers out of this fund increased during FY 2025 due to capital projects including a major
repair project within the Department of Natural Resources. The largest decrease in revenues is
attributable to bond forfeitures that existed in fiscal year 2024 but did not exist in fiscal year 2025. The
increase in expenditures is largely due to infrastructure grant contracts through the Department of
Commerce and an increase in Department of Natural Resources and Conservation grants to counties in
the state.

Federal Special Revenue Fund

The fund balance of the Federal Special Revenue Fund increased by $10.2 million (6.9%) to a balance of
$156.7 million. The cash within this fund decreased primarily due to the passage of House Bill 61 in the
2025 legislative session. This legislation allows individual federal sub-funds to carry a negative cash
balance at fiscal year-end if the funding was more likely than not to be received from the federal
government within a short period of time after year end. In prior years, all sub-funds were required to
have a loan or a long-term advance to bring the cash balance to at least zero. As a result, interfund loans
payable and advances to/from other funds also decreased, since a single loan was done for the Federal
Special Revenue Fund as a whole.

The increase in fund balance is also attributable to more federal revenues received than expenses
incurred. The increase in restricted fund balance of $68.5 million is primarily related to an increase in
notes receivable (from revolving loan programs) issued in fiscal year 2025. In fiscal year 2024 the ARPA
interest earnings were classified in the committed fund balance which was transferred to other funds in
fiscal year 2025 as required in House Bill 4 (2025 legislative session).

Coal Severance Tax Permanent Fund

The fund balance of the Coal Severance Tax Permanent Fund (CST) increased by $58.5 million (4.4%) to
$1.4 billion. Revenue increased by $53.7 million (93.7%) to $111.0 million, primarily due to increases in
investment earnings. The fund received a transfer of $82.7 million from the Debt and Liability Free fund as
part of House Bill 924 of the 2025 legislative session that now requires loans to be administered by the
Board of Housing, through the Department of Revenue. The CST then transferred the remaining balance
of loans, which were held as investments, to the Montana Housing Trust, which is reported with the
General Fund. As part of this transition, the State reclassified the loans from investments to long-term
loans/notes/leases receivable, as discussed further in Note 2.

Land Grant Permanent Fund

The fund balance of the Land Grant Permanent Fund increased by $57.1 million (6.0%) to $1.0 billion.
Revenue increased by $33.3 million to a total of $169.2 million. The increase is primarily from income
generated by investment earnings.

The State's proprietary funds financial statements provide the same type of information found in the
government-wide financial statements, but in more detail. As the State completed the year, the enterprise
funds reported fund balances of $866.5 million. Of this total, $800.0 million (92.3%) constitutes spendable
net position, and $66.6 million (7.7%) is classified as net investment in capital assets. The analysis of the
following major enterprise funds, providing the majority of the net position for the business-type activities,
follows.

Unemployment Insurance Enterprise Fund

Net position restricted for unemployment compensation increased by $55.2 million (9.2%). The increase
in net position is attributable to revenues from premiums and investments that remained strong,
increasing by 13.8% over 2024.
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Municipal Finance Programs Fund

Net position increased by 4.3% to $5.8 million in fiscal year 2025 from $5.5 million in fiscal year 2024. An
increase of $240.0 thousand to net position is primarily due to a decrease in operating expenses of
(5.93)% in fiscal year 2025.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

As of June 30, 2025, the State’s investment in capital assets for its governmental and business-type
activities totaled $11.7 billion, with related accumulated depreciation of $3.0 billion, resulting in a net book
value of $8.7 billion. This investment in capital assets includes land, buildings, improvements, equipment,
right to use lease assets, infrastructure, intangible assets, and construction in progress. Infrastructure
assets are items that are normally immovable and of value only to the State, such as roads, bridges,
streets and sidewalks, drainage systems, lighting systems, and similar items.

The total increase in the State’s investment in capital assets for the current fiscal year was $437.6 million
or 5.3% in terms of net book value. Most increases in capital expenditures were seen in the construction,
or reconstruction of roads and bridges. Additional information relating to the State’s capital assets can be
found in Note 5 of the notes to the financial statements.

Debt Administration

Montana continues to receive excellent general obligation bond ratings from Moody’s Investor Service
(Aa1), Standard and Poor’s Corporation (AA), and Fitch Ratings (AA+), which remain unchanged from
2024.

State debt may be authorized either by a two-thirds vote of the members of each house of the Legislature
or by a favorable vote of a majority of the State’s electors voting thereon. There is no constitutional limit
on the amount of debt that may be incurred by the State. The Montana Constitution, however, prohibits
incurring debt to cover deficits caused by appropriations exceeding anticipated revenue.

There was no general obligation debt As of June 30, 2025, there was no general obligation debt due to
the establishment of the Debt and Liability Free account during the 2023 legislative session (discussed
above).

The below table contains the ratio of total State debt to personal income and to the amount of debt per
capita:

Amount Percentage of State Debt
(in thousands) Personal Income (" Per Capita @
Total State debt @ $ 192,236 0.20% $ 169
0 Based on personal income for calendar year 2024.
@ Based on estimated 2024 Montana population.
®) Based on total of special revenue bonds, notes payable, CSKT water compact payable, right to use payable, and lease/SBITA/financed

purchase payable for the percentage and state debt per capita.

More detailed information regarding the State’s long-term obligations is provided in Note 11 of the notes to
the financial statements and in the statistical tables.

ECONOMIC CONDITION AND OUTLOOK

The State was allocated $2.1 billion from the American Rescue Plan Act (ARPA) during fiscal year 2021.
The programs designated by the legislature for ARPA funding into the 2027 biennium are infrastructure,
communications, broadband, economic transformation and stabilization, workforce development, housing,
and health. As of June 30, 2025, the State has expended $1.5 billion, has obligated all remaining funds,
and plans to spend all funds received by June 30, 2026.
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Montana’s primary economic base remains concentrated in service-providing industries. By share of real
gross state product (GSP), the leisure and hospitality sector (14.0%), the trade, transportation, and
utilities sector (19.0%), and the education and health services sector (16.0%) were Montana’s largest in
2025. Per the 2025 Labor Day Report issued by the Montana Department of Labor and Industry, the
Montana labor market continued to expand in 2024, growing by 0.5% and adding over 3,000 jobs.
Businesses have continued to thrive, grow, and increase production in the face of worker shortages by
enhancing productivity and raising wages to attract and retain workers. Montana's average annual wage
recorded an inflation-adjusted growth of 1.9% in 2024. Rapid economic expansion has brought prosperity,
but fast growth creates additional pressure on an already constrained labor market. Tight labor markets
will continue to pose a challenge to Montana's economic growth.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the State of Montana'’s finances for all of
Montana’s citizens, taxpayers, customers, investors, and creditors. The financial report seeks to
demonstrate the State’s accountability for the money it receives. Questions concerning any of the
information provided in this report or requests for additional information should be addressed to the State
of Montana, Statewide Accounting Bureau, Room 250 Mitchell Building, PO Box 200102, Helena, MT
59620.
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STATEMENT OF NET POSITION
JUNE 30, 2025
(amounts expressed in thousands)

PRIMARY GOVERNMENT
GOVERNMENTAL BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITIES TOTAL UNITS
ASSETS
Cash/cash equivalents (Note 3) 6,379,069 $ 807,032 $ 7,186,101 $ 798,536
Receivables, net (Note 4) 771,122 54,321 825,443 263,965
Due from primary government — — — 1,809
Due from other governments 457,510 443 457,953 94,097
Due from component units 376 891 1,267 657
Internal balances 9,069 (9,069) — —
Inventories 41,158 8,791 49,949 5,121
Advances to component units 1,467 3,523 4,990 —
Long-term loans/notes/leases receivable (Note 4) 1,142,199 47,395 1,189,594 712,687
Equity in pooled investments (Note 3) 2,849,464 16,561 2,866,025 87,714
Investments (Note 3) 242,637 1,977 244,614 2,589,371
Securities lending collateral (Note 3) 174,326 4,993 179,319 68,632
Net pension asset (Note 6) 65,226 — 65,226 —
Other assets 20,625 2,393 23,018 22,049
Depreciable capital assets and infrastructure, net (Note 5) 5,342,578 17,592 5,360,170 1,136,682
Land and nondepreciable capital assets (Note 5) 3,276,229 53,249 3,329,478 237,381
Total assets 20,773,055 1,010,092 21,783,147 6,018,701
DEFERRED OUTFLOWS OF RESOURCES (Note 4) 491,669 4,063 495,732 155,333
LIABILITIES
Accounts payable (Note 4) 975,921 26,186 1,002,107 116,670
Lottery prizes payable — 5,097 5,097 —
Due to primary government — — — 1,267
Due to other governments 35,748 29 35,777 1,000
Due to component units 1,809 — 1,809 657
Due to pension trust funds 49,120 — 49,120 —
Advances from primary government — — — 4,990
Unearned revenue 371,776 3,469 375,245 118,518
Amounts held in custody for others 48,042 40 48,082 22,696
Securities lending liability (Note 3) 174,326 4,993 179,319 68,632
Other liabilities 6,010 — 6,010 23,725
Short-term debt (Note 11) — 65,000 65,000 —
Long-term liabilities (Note 11):
Due within one year 168,225 17,020 185,245 269,460
Due in more than one year 403,284 7,663 410,947 2,088,988
Net pension liability (Note 6) 2,280,521 14,116 2,294,637 235,035
Total OPEB liability (Note 7) 44,891 842 45,733 42,773
Total liabilities 4,559,673 144,455 4,704,128 2,994,411
DEFERRED INFLOWS OF RESOURCES (Note 4) 702,986 3,151 706,137 108,222
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Fiscal Year Ended June 30, 2025

PRIMARY GOVERNMENT
GOVERNMENTAL BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITIES TOTAL UNITS
NET POSITION
Net investment in capital assets $ 8,422,622 $ 66,583 8,489,205 $ 933,499
Restricted for:

General government 155,089 — 155,089 —
Transportation 110,805 — 110,805 —
Health and human service 47,318 — 47,318 —
Natural resources 867,023 — 867,023 —
Public safety 188,416 — 188,416 —
Education 81,814 — 81,814 —

Funds held as permanent investments:
Nonexpendable 2,766,557 — 2,766,557 611,693
Expendable 92,822 — 92,822 —
Pensions 61,717 — 61,717 —
Unemployment compensation — 655,290 655,290 —
Municipal Finance Programs — 5,789 5,789 —
Public Entity Risk Pools — 97,506 97,506 —
Montana Board of Housing — — — 176,018
Other purposes (Note 1) — 16,299 16,299 573,827
Unrestricted 3,207,882 25,082 3,232,964 776,364
Total net position $ 16,002,065 $ 866,549 § 16,868,614 $ 3,071,401

The notes to the financial statements are an integral part of this statement.
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STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2025
(amounts expressed in thousands)

PROGRAM REVENUES
OPERATING CAPITAL
CHARGES GRANTS GRANTS NET
FOR AND AND (EXPENSE)
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS REVENUE
Primary government:
Governmental activities:

General government $§ 1338326 $ 263,583 $ 588,859 $ 4,080 $ (481,804)

Public safety 478,464 233,371 31,498 — (213,595)

Transportation 851,382 38,779 122,399 676,046 (14,158)

Health and human services 3,706,006 23,271 2,645,772 6,641 (1,030,322)

Education 1,802,341 4,464 339,152 13,947 (1,444,778)

Natural resources 642,181 240,880 320,394 8,124 (72,783)

Interest on long-term debt 6,828 — — — (6,828)

Total governmental activities 8,825,528 804,348 4,048,074 708,838 (3,264,268)
Business-type activities:

Unemployment Insurance 150,801 178,971 26,669 — 54,839

Liquor Stores 124,679 147,300 — — 22,621

State Lottery 127,192 148,042 — — 20,850

Municipal Finance Programs 3,980 — 4,220 — 240

Hail Insurance 2,525 2,053 5,635 — 5,163

Other Service 98,081 29,927 64,984 1,006 (2,164)

Prison Funds 8,025 8,672 — — 647

MUS" Group Insurance 146,588 107,965 4,997 — (33,626)

MUS' Workers Compensation 4,182 3,328 722 — (132)

Total business-type activities 666,053 626,258 107,227 1,006 68,438

Total primary government $§ 9491581 § 1,430,606 $ 4,155,301 $ 709,844 $§  (3,195,830)
Component units:

Montana Board of Housing $ 32,961 $ 31931 § 7532 % — 95 6,502

Facility Finance Authority 833 798 241 — 206

Montana Reinsurance Association 59,358 — 27,903 — (31,455)

Montana State Fund 205,784 177,342 352 — (28,090)

Montana State University 826,917 345,911 411,689 69,125 (192)

University of Montana 603,550 231,212 228,995 5,157 (138,186)
Total component units $§ 1729403 § 787,194 $ 676,712 $ 74,282 § (191,215)

"Montana University System
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PRIMARY GOVERNMENT
GOVERNMENTAL  BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITIES TOTAL UNITS
Changes in net position:
Net (expense) revenue $ (3,264,268) $ 68,438 $  (3,195,830) $ (191,215)
General revenues:
Taxes:
Property 456,526 — 456,526 —
Fuel 283,764 — 283,764 —
Natural resource 233,783 — 233,783 —
Individual income 2,282,114 — 2,282,114 —
Corporate income 318,769 — 318,769 —
Other (Note 1) 616,779 41,257 658,036 —
Unrestricted grants and contributions 922 — 922 —
Settlements 19,098 — 19,098 —
Unrestricted investment earnings (losses) 320,418 553 320,971 97,313
Payment from primary government — — — 312,114
Gain on sale of capital assets 2,185 902 3,087 232
Miscellaneous 8,070 12,771 20,841 492
Contributions to term and permanent endowments — — — 62,904
Transfers between primary government 70,894 (70,894) — —
Total general revenues, contributions, and transfers 4,613,322 (15,411) 4,597,911 473,055
Change in net position 1,349,054 53,027 1,402,081 281,840
Total net position - July 1 - as previously reported 14,683,150 813,522 15,496,672 2,788,894
Adjustments to beginning net position (Note 2) (30,139) — (30,139) 667
Total net position - July 1 - as adjusted 14,653,011 813,522 15,466,533 2,789,561
Total net position - June 30 $ 16,002,065 $ 866,549 $§ 16,868,614 §$ 3,071,401

The notes to the financial statements are an integral part of this statement.
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Governmental
Fund Financial Statements

General Fund

State Special Revenue
Fund

Federal Special Revenue
Fund

Coal Severance Tax Fund

Land Grant Fund

Nonmajor Governmental
Funds

The principal operating fund of the State. It is used to
account for and report all financial resources not accounted
for and reported in another fund.

Accounts for the proceeds of specific state and non-federal
revenue sources where expenditures are restricted by law
for specific activities such as an agency, program, or
function of state government or by the terms of an
agreement such as a contract or donation.

Accounts for all activities funded from federal revenue
sources, which are used in the operation of the state
government.

Created by Article IX, Section 5, of the Montana
Constitution and administered by the Department of
Revenue. This fund receives 50% of all coal tax
collections. The principal can by expended only upon
affrmation vote by three-fourths of each house of the
Legislature.

Used by the Department of Natural Resources and
Conservation to account for lands granted to the State for
support of public schools and state institutions.

Presented in more detail, by fund type, within the
Supplementary Information section.
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BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2025

(amounts expressed in thousands)

ASSETS

Cash/cash equivalents (Note 3)
Receivables (net)

Interfund loans receivable (Note 12)
Due from other governments

Due from other funds (Note 12)

Due from component units
Inventories

Equity in pooled investments (Note 3)
Long-term loans/notes/leases receivable (Note 4)
Advances to other funds (Note 12)
Advances to component units
Investments (Note 3)

Securities lending collateral (Note 3)
Other assets

Total assets

LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND FUND BALANCES

Liabilities:
Accounts payable
Interfund loans payable (Note 12)
Due to other governments
Due to other funds (Note 12)
Due to component units
Advances from other funds (Note 12)
Unearned revenue
Amounts held in custody for others
Securities lending liability (Note 3)
Other liabilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES

Fund balances (Note 14):
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances
Total liabilities, deferred inflows of resources, and fund balances

The notes to the financial statements are an integral part of this statement.

Fiscal Year Ended June 30, 2025

SPECIAL REVENUE
GENERAL STATE FEDERAL

$ 2,848,699 $ 1701,710 § 339,165

416,202 195,867 111,181

91,765 94,972 -

13,548 9,372 434,582

49,022 10,360 347

9 319 -

5,134 26,408 -

13,006 344,224 -

80,353 527,634 150,448

1,740 292 -

- 1,461 -

23,198 90,552 -

10,095 33,611 13,375

4879 11,879 404

$ 3,557,740 3,048,661 § 1,049,502

$ 437,545 165,572 $ 326,161

- 46,556 137,323

640 31,963 3,145

10,280 33,312 11,635

49,152 306 1470

- 22,400 -

59 17,223 353,747

14,856 29,455 618

10,095 33,611 13,375

— 440 —

522,627 380,838 84T A74

215,105 66,912 45346

10,322 27,500 342

- 1,308,967 156,340

1,990,037 1,258,525 -

46,515 5,919 -

773,134 - -

2,820,008 2,600,911 156,682

$ 3,557,740 $ 3,048,661 $ 1,049,502
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PERMANENT
COAL
SEVERANCE LAND
TAX GRANT NONMAJOR TOTAL
$ 183,574 $ 57,586 $ 983,466 $ 6,114,200
13,204 9,483 9,954 756,071
- - - 186,737
- - - 457,502
- - 22,982 82,711
- - 19 347
- - - 31,542
1,079,866 945,670 430,186 2,812,952
- 364,967 18,797 1,142,199
- - 22,400 24,432
- - 6 1,467
126,416 — — 240,166
37,665 26,692 43,970 165,408
- 13 - 17,275
$ 1440815 § 1404511 § 1531,780 § 12,033,009
$ - 13§ 25883 $ 955,174
1,603 153 379 186,014
- - - 35,748
— — 1,024 56,251
- - - 50,928
- - 872 23272
— 1 — 371,030
- 2,651 - 47,580
37,665 26,692 43,970 165,408
- - - 440
39,068 29,510 72,128 1,891,845
- 370,894 1,507 699,764
1,324,575 1,004,107 436,027 2,802,873
— — 49438 1,514,745
76,972 - 956,575 4,282,109
- - 16,105 68,539
- - - 773,134
1,401,547 1,004,107 1,458,145 9,441,400
$ 1440815 § 1404511 § 1531,780 § 12,033,009
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RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET POSITION

JUNE 30, 2025

(amounts expressed in thousands)

Fiscal Year Ended June 30, 2025

Total fund balances - governmental funds

Amounts reported for governmental activities in the Statement of Net Position are different due to:

Capital assets used in governmental activities are not current financial resources and therefore not
reported in the governmental funds (Note 5):

Depreciable capital assets and infrastructure, net
Land and nondepreciable capital assets

Deferred outflows of resources represent a consumption of net assets that will be reported as an
outflow of resources in a future period and therefore are not reported in the governmental funds.

Other assets not available in the current period and therefore are not reported in the governmental
funds:

Net pension asset
Long-term receivables

Internal service funds are used by management to charge the costs of certain activities, such as
insurance and central computer services, to individual governmental funds. The assets and liabilities
of the internal service funds are included in the governmental activities in the Statement of Net
Position, excluding internal service funds' capital assets, deferred outflows of resources, deferred
inflows of resources and long-term liabilities reported in specific areas.

Other liabilities that are not due and payable in the current period and are not reported in the
governmental funds.

A portion of deferred inflows of resources represents an acquisition of net assets that will be
recognized as an inflow of resources in a future period, which differs than that reported in the
governmental funds.

Long-term liabilities and related accrued interest are not due and payable in the current period and
therefore are not reported in the governmental funds (Note 11):

Other long-term liabilities
Net pension liability
Total OPEB liability

Total net position - governmental activities

The notes to the financial statements are an integral part of this statement.
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$ 9,441,400
5,342,578
3,276,229 8,618,807
491,669
65,226
39
298,279
(13,213)
(3,221)
(571,509)
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(44,891) (2,896,921)
$ 16,002,065
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2025

(amounts expressed in thousands)

REVENUES (Note 14)
Licenses/permits
Taxes:

Natural resource

Individual income

Corporate income

Property

Fuel

Other
Charges for services/fines/forfeits/settlements
Investment earnings (losses)
Securities lending income
Sale of documents/merchandise/property
Rentals/leases/royalties
Contributions/premiums
Grants/contracts/donations
Federal
Federal indirect cost recoveries
Other revenues

Total revenues

EXPENDITURES
Current:
General government
Public safety
Transportation
Health and human services
Education
Natural resources
Debt service:
Principal retirement
Interest/fiscal charges
Capital outlay
Securities lending
Total expenditures
Excess of revenue over (under) expenditures

OTHER FINANCING SOURCES (USES)

Inception of right-to-use and financed purchase payables

Insurance proceeds
General capital asset sale proceeds
Energy conservation loans
Transfers in (Note 12)
Transfers out (Note 12)
Total other financing sources (uses)
Net change in fund balances
Fund balances - July 1 - as previously reported
Adjustments to beginning fund balance (Note 2)
Fund balances - July 1 - as adjusted

Fund balances - June 30

The notes to the financial statements are an integral part of this statement.

Fiscal Year Ended June 30, 2025

SPECIAL REVENUE
GENERAL STATE FEDERAL

$ 159,699 $ 361,086 § -
97,860 94,086 -
2,292,065 — —
319,959 12 -
15,562 440,965 —
— 283,764 —
326,183 272,009 -
28,544 116,254 9,210
156,745 69,070 25,893
1531 820 -
384 7,792 —
) 1523 2%
4 35,922 —
31,639 33,409 333
22,186 8,559 4,300,139
244 71,046 106,545
1115 5,352 1616
3,453,804 7,801,660 7452,760
619,059 275,643 297,997
428,333 116,311 32,977
17,495 312,991 143,916
800,055 263,277 2,629,904
903,357 543,623 342,236
137,245 261204 263,615
11,802 10,368 6,999
2,185 1451 776
27,042 105,092 605,964
1230 647 —
2,047,803 7,890,607 7,304,384
506,001 (88,938) 28,376
14,397 1775 939
5 992 -
42 1,07 7
- 1,034 -
222,540 317,934 4,870
(424,277) (126,700) (124,035)
(187,293) 796,106 (118,219)
318,708 707,168 10,157
2,508,208 2,493,743 4652
(6,998) — —
2,501,300 2,493,743 146,525
$ 2,820,008 $ 2,600,911 $ 156,682
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PERMANENT
COAL
SEVERANCE LAND
TAX GRANT NONMAJOR TOTAL
$ — 5 2,846 $ — 3 523,631
36,007 - 10,568 238,521
- - - 2,292,065
- - - 319,971
- - - 456,527
— — - 283,764
- - 9,137 607,329
- - 10,861 164,869
72,636 60,606 74,820 459,770
2,399 2,101 933 7,784
- 8,973 - 17,149
- 94,561 - 96,150
- - - 35,968
— 63 634 66,078
- - - 4,339,884
- - - 177,835
— — — 8,083
111,042 169,150 106,953 10,005,378
- - 8,109 1,200,808
- - 9,250 586,871
— - — 474,402
- - 2,570 3,695,806
- - 3,188 1,792,404
— 6,065 6,804 674,933
— — 1,365 30,534
- - 191 4,603
- 80 243,599 981,777
1,875 1,642 729 6,123
1875 7,787 275,805 9,448,261
109,167 161,363 (168,852) 4T 117
— — — 17,111
- - - 997
— 1,119 1 2,240
- - - 1,034
82,690 253 416,950 1,045,237
(133,308) (105,656) (51,186) (965,162)
(50,618) (104,284) 365,765 701457
58,549 57,079 196,913 748,574
7,342,998 947,028 1261,032 8,699,824
— — — (6,998)
1,342,998 947,028 1261,232 8,692,626
$ 1,401,547 § 1,004,107 § 1458145 § 9,441,400

Fiscal Year Ended June 30, 2025
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2025

(amounts expressed in thousands)

Net change in fund balances - total governmental funds $ 748,574
Amounts reported for governmental activities in the Statement of Activities are different due to:

Capital outlays are reported as expenditures in governmental funds. However, in the Statement of
Activities, these costs are allocated as depreciation expense over the useful life of the capital asset.
Capital outlays exceeded depreciation expense in the current year by the following amount (Note 5):

Capital outlay $ 981,777
Depreciation and amortization expenses (501,620) 480,157

Miscellaneous transactions involving capital assets such as sales (gain/loss) and donations are
reported in the Statement of Activities, but only proceeds from sales are reported in the governmental
funds. (9,803)

Revenues reported in the Statement of Activities that do not provide current financial resources are
not reported as revenues in the governmental funds. (2,266)

Internal service funds are used by management to charge the costs of certain activities, such as

insurance and central computer services, to individual governmental funds. Internal service funds are

reported separately from governmental funds in the fund financial statements. In the government-

wide statements, internal service funds are included with governmental activities. (36,943)

Some expenses reported in the Statement of Activities do not require the use of current financial

resources and therefore are not reported as expenditures in the governmental funds. Some

expenditures reported in the governmental funds either increase or decrease items reported in the

Statement of Net Position. 169,335

Change in net position - governmental activities $ 1,349,054

The notes to the financial statements are an integral part of this statement.
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Proprietary

Fund Financial Statements

Unemployment Insurance Accounts for employer contributions deposited with the

Fund

Municipal Finance
Programs Fund

Nonmajor Enterprise
Funds

Governmental Activities -
Internal Service Funds

Secretary of the Treasury of the United States to the credit
of the State’s unemployment trust fund. Unemployment
benefits are paid from this fund to eligible recipients.

Accounts for the programs created under the  Municipal
Finance Consolidation Act and the Economic Development
Act, both managed by the Montana Board of Investments.
These are primarily revolving loan programs that provides
variable low interest rate loans to eligible Montana State
agencies, universities, and local governments for a variety
of projects statutorily defined. The funding for the revolving
loans is from the issuance of bonds.

Account for operations that provide goods or services to
the general public in @ manner similar to private business
enterprises. These funds are presented in more detail
within the Supplementary Information section.

Account for operations that provide goods or services to
other agencies or programs of state government on a cost-
reimbursement basis. These funds are presented in more
detail within the Supplementary Information section.
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STATEMENT OF NET POSITION
PROPRIETARY FUNDS

JUNE 30, 2025

(amounts expressed in thousands)

Fiscal Year Ended June 30, 2025

GOVERNMENTAL
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES -
MUNICIPAL INTERNAL
UNEMPLOYMENT FINANCE SERVICE
INSURANCE PROGRAMS NONMAJOR TOTAL FUNDS
ASSETS
Current assets:
Cash/cash equivalents (Note 3) $ 652,814 $ 2,610 $ 151,608 § 807,032 264,869
Receivables, net (Note 4) 2,749 9,280 42,292 54,321 15,016
Interfund loans receivable (Note 12) — — 34 34 —
Due from other governments — — 443 443 7
Due from other funds (Note 12) — 3,066 1 3,067 19
Due from component units — 891 — 891 29
Inventories — — 8,791 8,791 9,615
Securities lending collateral (Note 3) — 101 4,892 4,993 8,916
Other current assets — — 472 472 3,350
Total current assets 655,563 15,948 208,533 880,044 301,821
Noncurrent assets:
Advances to other funds (Note 12) — 9,867 — 9,867 —
Advances to component units — 3,523 — 3,523 —
Long-term investments (Note 3) — — 18,538 18,538 38,984
Long-term notes/loans receivable (Note 4) 4,374 42,995 26 47,395 —
Other long-term assets — — 1,921 1,921 —
Capital assets (Note 5):
Land — — 800 800 —
Land improvements — — 3,830 3,830 95
Buildings/improvements — — 16,445 16,445 9,235
Equipment — — 11,371 11,371 331,012
Infrastructure — — 1,175 1,175 —
Construction work in progress — — 46,529 46,529 7,341
Intangible/right to use assets, net — — 7,294 7,294 16,120
Other capital assets — — 5,920 5,920 —
Less accumulated depreciation — — (22,523) (22,523) (220,293)
Total capital assets — — 70,841 70,841 143,510
Total noncurrent assets 4,374 56,385 91,326 152,085 182,494
Total assets 659,937 72,333 299,859 1,032,129 484,315
DEFERRED OUTFLOWS OF RESOURCES (Note 4) — 70 3,993 4,063 15,067
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STATEMENT OF NET POSITION
PROPRIETARY FUNDS

JUNE 30, 2025

(amounts expressed in thousands)

LIABILITIES

Current liabilities:
Accounts payable (Note 4)
Lottery prizes payable
Interfund loans payable (Note 12)
Due to other governments
Due to other funds (Note 12)
Unearned revenue

Right to useffinanced purchase payable (Note

Short-term debt (Note 11)

Amounts held in custody for others

Securities lending liability (Note 3)

Estimated insurance claims (Note 8)

Compensated absences payable (Note 11)
Total current liabilities

Noncurrent liabilities:
Lottery prizes payable
Advances from other funds (Note 12)
Right to use/financed purchase payable (Note

Estimated insurance claims (Note 8)
Compensated absences payable (Note 11)
Net pension liability (Note 6)
Total OPEB liability (Note 7)
Total noncurrent liabilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES (Note 4)

NET POSITION

Net investment in capital assets

Restricted for:
Unemployment compensation
Municipal Finance Programs
Public Entity Risk Pools
Other purposes

Unrestricted

Total net position

Fiscal Year Ended June 30, 2025

GOVERNMENTAL
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES -
MUNICIPAL INTERNAL
UNEMPLOYMENT FINANCE SERVICE

INSURANCE PROGRAMS ~ NONMAJOR  TOTAL FUNDS

4,647 1,037 20,502 26,186 20515

- — 4,105 4,105 —

- — 215 215 542

- — 29 29 —

- — 19,323 19,323 2,818

- — 3,469 3,469 745

- — 653 653 6,476

- 65,000 — 65,000 -

— — 40 40 462

— 101 4,892 4,993 8,916

- — 15,085 15,085 31,159

- 37 1,245 1,282 5,392

4,647 66,175 69,558 140,380 77,025

— — 992 992 —

— — 2,499 2,499 8,528

- - 2,847 2,847 12,888

— — 3,266 3,266 20,933

— 33 1517 1,550 6,074

— 345 13,771 14,116 61,668

— 12 830 842 3,006

— 390 25722 26,112 113,097

4,647 66,565 95280 166,492 190,122

— 49 3,102 3,151 10,585

— — 66,583 66,583 112,315

655,290 — — 655290 —

- 5,789 - 5,789 -

— — 97,506 97,506 —

— — 16,209 16,299 -

— — 25,082 25,082 186,360

$ 655290 _$ 5789 § 205470 § 866,549 $ 298,675

The notes to the financial statements are an integral part of this statement.
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION

PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2025

(amounts expressed in thousands)

Operating revenues:
Charges for services
Investment earnings (losses)
Securities lending income
Financing income
Contributions/premiums
Grants/contracts/donations
Other operating revenues
Total operating revenues

Operating expenses:
Personal services
Contractual services
Supplies/materials
Benefits/claims
Depreciation
Amortization
Utilities/rent
Communications
Travel
Repairs/maintenance
Grants
Lottery prize payments
Securities lending expense
Interest expense
Other operating expenses

Total operating expenses
Operating income (loss)

Nonoperating revenues (expenses):
Tax revenues (Note 1)
Insurance proceeds
Gain (loss) on sale of capital assets
Capital contribution expense
Federal indirect cost recoveries
Total nonoperating revenues (expenses)

Income (loss) before contributions and transfers
Capital contributions
Transfers in (Note 12)
Transfers out (Note 12)

Change in net position

Total net position - July 1 - as previously reported
Total net position - July 1 - as adjusted
Total net position - June 30

The notes to the financial statements are an integral part of this statement.

Fiscal Year Ended June 30, 2025

GOVERNMENTAL
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES -
MUNICIPAL INTERNAL
UNEMPLOYMENT FINANCE SERVICE
INSURANCE PROGRAMS NONMAJOR TOTAL FUNDS

105 -5 319,025 $ 319,130 § 226,173

20,170 198 7,660 28,028 13,506

- - 37 37 81

- 4,022 - 4,022 -

178,866 - 127,699 306,565 205,647

6,405 — 69,034 75,439 6,116

94 — 13,333 13,427 26,110

205,640 4,220 536,756 746,648 477,633

- 454 22,457 22911 85,049

- 2 31,274 31,300 53,300

- 1 127,345 127,346 27,392

150,801 — 216,069 366,870 259,986

- - 1,178 1178 16,267

- - 1434 1434 9,822

- ) 914 956 6,206

- 3 1653 1,656 15,844

- - 343 343 1,547

- - 2,525 2,525 39,199

- - - - 284

- — 103,518 103,518 -

- - 29 29 63

- 3,385 126 3,511 2,201

— 69 2,407 2,476 7,447

150,801 3,980 511,272 666,053 524,607

54,839 240 25,516 80,595 46.,974)

- - 41,257 41257 -

- - - - 234

- - 902 902 452

- - @) (7) (3.922)

- — 160 160 9,231

- - 12312 12312 5,995

54,839 240 67,828 122,907 (40,979)

- - 13,070 13,070 1,161

335 - 660 995 3413

— — (83,945) (83,945) (538)

55,174 240 2,387) 53,007 (36,043)

600,116 5,549 207,857 813,522 335,618

600,116 5,549 207,857 813,522 335,618

655,200 5789 § 205470 $ 866,549 $ 298,675
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STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2025
(amounts expressed in thousands)

Fiscal Year Ended June 30, 2025

GOVERNMENTAL
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES -
MUNICIPAL INTERNAL
UNEMPLOYMENT FINANCE SERVICE
INSURANCE PROGRAMS NONMAJOR TOTAL FUNDS
CASH FLOWS FROM OPERATING ACTIVITIES
Receipt from sales and service $ 178,951 § — 3 453974 $ 632,925 $ 432,536
Payments to suppliers for goods and services — (142) (173,604) (173,746) (141,119)
Payments to employees — (479) (22,639) (23,118) (86,167)
Grant receipts (expenses) 6,613 — 69,038 75,651 5,883
Cash payments for claims (151,358) — (213,537) (364,895) (258,240)
Cash payments for prizes — — (103,380) (103,380) —
Other operating revenues 95 — 13,333 13,428 35,341
Other operating payments — — (2,402) (2,402) (7,110)
Net cash provided by (used for)
operating activities 34,301 (621) 20,783 54,463 (18,876)
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Collection of taxes — — 41,257 41,257 —
Transfer to other funds — — (83,945) (83,945) (538)
Transfer from other funds 335 — 660 995 3,413
Proceeds from interfund loans/advances issued or cash
receipts from interfund loans/advances repayments — — 1,567 1,567 6,603
Cash paid or repayment of interfund loans and
advances — — (536) (536) (10,075)
Proceeds from bonds and notes — 71,793 — 71,793 —
Payment of principal and interest on bonds and notes — (85,684) (55) (85,739) (763)
Grant receipts and Federal indirect cost recoverable — — 160 160 —
Net cash provided by (used for)
noncapital financing activities 335 (13,891) (40,892) (54,448) (1,360)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Proceeds from insurance — — — — 234
Payment of principal and interest - capital related — — (970) (970) (12,516)
Acquisition of capital assets — — (1,885) (1,885) (18,637)
Payments for construction projects that are contributed
to other funds — — (7) (7 (3,922)
Proceeds from sale of capital assets — — 58 58 864
Net cash provided by (used for) capital and
related financing activities — — (2,804) (2,804) (33,977)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from securities lending transactions/
investments — — 37 37 81
Interest and dividends on investments 20,170 199 7417 27,786 13,134
Payment of securities lending costs — — (29) (29) (63)
Collections of principal and interest on loans — 36,287 — 36,287 —
Cash payment for loans - (21,140) — (21,140) —
Net cash provided by (used for)
investing activities 20,170 15,346 7,425 42,941 13,152
Net increase (decrease) in cash
and cash equivalents 54,806 834 (15,488) 40,152 (41,061)
Cash and cash equivalents, July 1 598,008 1,776 167,096 766,880 305,930
Cash and cash equivalents, June 30 $ 652,814 $ 2,610 $ 151,608 $ 807,032 $ 264,869

The notes to the financial statements are an integral part of this statement.
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STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2025
(amounts expressed in thousands)

GOVERNMENTAL
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES
MUNICIPAL INTERNAL
UNEMPLOYMENT FINANCE SERVICE
INSURANCE PROGRAMS NONMAJOR TOTAL FUNDS
Reconciliation of operating income to net
cash provided by operating activities:
Operating income (loss) $ 54,839 $ 240 $ 25516 $ 80,595 $ (46,974)
Adjustments to reconcile operating income
to net cash provided for (used for)
operating activities:
Depreciation — — 1,178 1,178 16,267
Amortization — — 1,434 1,434 9,822
Securities lending expense — — 29 29 63
Investment earnings (20,170) (198) (7,660) (28,028) (13,506)
Securities lending income — — (37) (37) (81)
Financing income - (4,022) - (4,022) -
Interest expense — 3,385 126 3,511 2,201
Other revenue — — — — 9,231
Change in assets, deferred outflows, liabilities and
deferred inflows:
Decr (Incr) in accounts receivable (2,250) — 7,549 5,299 424
Decr (Incr) in due from other funds — — 5 5 50
Decr (Incr) in due from component units — — — — (29)
Decr (Incr) in due from other governments 208 - 4 212 51
Decr (Incr) in inventories — — 656 656 (1,115)
Decr (Incr) in other assets — — 285 285 (1,878)
Incr (Decr) in accounts payable 1,674 (5) 1,016 2,685 4538
Incr (Decr) in due to other funds — — (6,972) (6,972) 50
Incr (Decr) in due to other governments — — (4) (4) —
Incr (Decr) in lottery prizes payable — — 138 138 —
Incr (Decr) in unearned revenue — — (4,628) (4,628) (121)
Incr (Decr) in amounts held in custody for others — — (73) (73) 195
Incr (Decr) in compensated absences payable — 10 131 141 872
Incr (Decr) in total OPEB liability and related
accounts — (2) 26 24 49
Incr (Decr) in estimated claims — — 2,547 2,547 3,612
Incr (Decr) in other payables — 7 — 7 —
Incr (Decr) in net pension liability and related
accounts — (36) (483) (519) (2,597)
Net cash provided by (used for)
operating activities $ 34,301 $ (621) $ 20,783 § 54,463 $ (18,876)
Schedule of noncash transactions:
Capital asset acquisitions from contributed capital ~ $ — 9 — 3 13,070 $ 13,070 $ 1,161
Incr (Decr) in fair value of investments — — 395 395 784
Acquisition of capital assets through financing
arrangements — — — — 2,953
Total noncash transactions $ — $ — 13,465 $ 13,465 $ 4,898

The notes to the financial statements are an integral part of this statement.
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Fiduciary

Fund Financial Statements

Pension (and Other
Employee Benefit) Trust
Funds

Private-Purpose Trust
Funds

Investment Trust Funds

Custodial Funds

Account for provided retirement, disability, death, and
lump-sum payments to public employee retirement system
members, in a trustee capacity.

Account for assets held by the State, in a trustee capacity
and are not required to be reported in the Pension (and
Other Employee Benefit) Trust Funds or Investment Trust
Funds, where both the principal and earnings benefit
individuals, private organizations, or other governments.

Account for the receipt of monies held by Montana Board
of Investments for investment in external investment pools,
and the distribution of related investment earnings, for local
government agencies, in a trustee capacity.

Account for assets held by the State as an agent that is not
in a trust or equivalent arrangement, for individuals, private
organizations, and other governments.

Individual funds are presented in more detail, by fund type, within the Supplementary

Information section.
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STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
JUNE 30, 2025

(amounts expressed in thousands)

ASSETS
Cash/cash equivalents (Note 3)
Due from other governments
Receivables (net):
Accounts receivable
Interest
Due from primary government
Due from other PERB plans
Total receivables
Investments at fair value:
Equity in pooled investments (Note 3)
Other investments (Note 3)
Total investments
Securities lending collateral (Note 3)
Capital Assets:
Buildings/improvements
Equipment
Accumulated depreciation
Right to use lease buildings
Accumulated amortization
Intangible assets
Total capital assets
Other assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES

Accounts payable
Due to other governments
Due to other PERB plans
Unearned revenue
Securities lending liability (Note 3)
Compensated absences payable
Due to primary government - leases (Note 10)
Net pension liability (Note 6)
Total OPEB liability (Note 7)

Total liabilities

DEFERRED INFLOWS OF RESOURCES

NET POSITION
Restricted for:
Pensions
Postemployment benefits other than pensions
Pool participants
Individuals, organizations, and other governments
Total net position

The notes to the financial statements are an integral part of this statement.

Fiscal Year Ended June 30, 2025

PENSION
(AND OTHER
EMPLOYEE PRIVATE
BENEFIT) PURPOSE
TRUST FUNDS  TRUST FUNDS

INVESTMENT
TRUST
FUNDS

CUSTODIAL
FUNDS

$

199,960 $ 20,087

30,044 —
650 83
49,120 —
1,000 —
80,814 83

$ 1,957,168 $

7,354

7,354

11,172
526

4,149
10

4,159

15,704,209 —
1,293,119 244,626

11,672

16,997,328 244,626

11,672

785,067 2

288 —
29 —
(246) —
7,660 —
(2,048) —
781 —

77,512

6,464 —

— 8,010

2,550

18,069,633 272,808

2,053,706

18,496

795 —

1,840 602
1,000 —
636 —
785,067 2
871 —
6,142 —
2,026 —
264 —

4,245
3,694

797,846 604

723 —

16,546,420 —
725,439 —

— 272,204

1,968,887

10,468

$

17,271,859 § 272,204

$ 1,968,887 $

10,468
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STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FIDUCIARY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2025
(amounts expressed in thousands)

ADDITIONS
Contributions/premiums:
Employer
Employee
Other contributions
Investment earnings:
Net increase (decrease) in fair value of investments
Interest, dividends, and other
Securities lending income
Total investment earnings
Less investment costs:
Administrative investment expense
Securities lending expense
Net investment earnings
Charges for services
Other additions and miscellaneous
Total additions

DEDUCTIONS
Benefits
Refunds
Distributions
Administrative expenses
Local assistance
Transfers to MUS-RP
Transfers to PERS-DCRP
Total deductions

Change in net position
Net position - July 1 - as previously reported
Adjustments to beginning net position (Note 2)
Net position - July 1 - as adjusted
Net position - June 30

Fiscal Year Ended June 30, 2025

PENSION
(AND OTHER
EMPLOYEE PRIVATE INVESTMENT
BENEFIT) PURPOSE TRUST CUSTODIAL
TRUSTFUNDS  TRUST FUNDS FUNDS FUNDS
351,960 $ —$ -3 —
314,720 — — —
140,416 20,938 1,729,807 —
1,605,046 19,975 152 —
20970 6,183 85,508 102
35,933 — 26 —
1,661,949 26,158 85,686 102
88,059 — — —
31,232 — 20 —
1542,658 26,158 85,666 102
404 - - -
1938 7,653 — 129,929
2,352,096 54,749 1815473 130,031
1283417 — — _
37,582 — — _
— 34,492 1,707,813 130,506
14,518 948 — —
13 — — —
395 — — —
2,709 — — —
1,338,634 35,440 1707,813 130,506
1013,462 19,309 107,660 (475)
16,256,193 252,89 1861227 10043
204 — — —
16,256,397 252,8% 1861227 10,943
17,271,859 _$ 272,004 $ 1968867 9 10,468

The notes to the financial statements are an integral part of this statement.
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NOTES TO THE FINANCIAL STATEMENTS

NOTE1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements for the State of Montana (State) have been prepared in
accordance with Generally Accepted Accounting Principles (GAAP), as prescribed by the Governmental
Accounting Standards Board (GASB).

A. Reporting Entity

For financial reporting purposes, the State includes funds that comprise the primary government and its
component units. The component units are entities for which the State is financially accountable, or
whose relationship with the State is such that exclusion would cause the State's financial statements to be
misleading or incomplete. The GASB has established criteria to be considered in determining financial
accountability. The criteria include appointing a voting majority of an organization's governing body, and
(1) the ability of the State to impose its will on that organization or (2) the potential for the organization to
provide specific financial benefits to, or impose specific financial burdens on, the State.

Discretely Presented Component Units

These component units are entities that are legally separate from the State because they possess
corporate powers, but are financially accountable to the State, or whose relationships with the State are
such that exclusion would cause the State's financial statements to be misleading or incomplete. The
condensed financial statements, presented in Note 18, include the financial data of the entities listed
below.

Complete financial statements for each of the individual discretely presented component units, which are
separately issued and audited, may be obtained at the following addresses:

Montana Board of Housing Montana State Fund

301 South Park, Room 240 g%5§ror27%t5eet

PO Box 200528 OX

Helenax MT 59620-0528 Helena, MT 59604-4759

Facility Finance Authority Universities and Colleges

1712 9th Avenue Commissioner of Higher Education
PO Box 200506 560 North Park Ave, 4t Floor
Helena, MT 59601-0506 PO Box 203201

Helena, MT 59620-3201

Montana Reinsurance Association

Montana Commissioner of Securities and Insurance
1827 11th Avenue, PMB 123

Helena, MT 59601

Montana Board of Housing (MBOH) — MBOH, which is a legally separate entity, is governed by a quasi-
judicial board appointed by the Governor with the advice and consent of the Senate. The State of
Montana directs and supervises the budgeting, recordkeeping, reporting, and related administrative
functions of the board. The MBOH was created in 1975 to facilitate the availability of safe and affordable
housing to persons and families of lower-income. MBOH issues negotiable notes and bonds to fulfill its
purposes. The total amount of notes and bonds outstanding at any time may not exceed $1.5 billion. The
discount price of bonds sold, not the face amount of the bonds, counts against this statutory ceiling.
Neither the faith and credit nor taxing power of the State of Montana may be pledged for the amounts so
issued. MBOH is attached to the Department of Commerce for administrative purposes only. MBOH is
audited on an annual basis by the Legislative Audit Division.
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Facility Finance Authority (FFA) — FFA, which is a legally separate entity, is governed by a quasi-judicial
board appointed by the Governor with the advice and consent of the Senate. The State of Montana has
the ability to modify or approve: the budget, the rate or fee changes affecting revenues, and the ability to
appoint, hire, reassign, or dismiss those responsible for the day-to-day operations of FFA. The FFA is a
conduit issuer of taxable and tax-exempt private activity bonds to support eligible non-profit and for-profit
projects. Primarily, the FFA assists eligible, nonprofit Montana health care and other community-based
service providers to obtain and maintain access to the broadest range of low-cost capital financing as
possible. FFA also administers Montana's Commercial Property Assessed Capital Enhancement Program
(C-PACE), which provides Montana businesses with access to private capital to finance energy and water
efficiency, renewable energy, and building resiliency improvements. FFA issues revenue bonds to fulfill its
purposes. The Authority issues no commitment conduit debt and does not recognize a liability for those
debts. Neither the faith and credit nor the taxing power of the State of Montana may be pledged for the
amounts so issued. FFA is attached to the Department of Commerce for administrative purposes only.
Individual audited financial reports are issued every two years by an independent auditor, contracted by
the Legislative Audit Division.

Montana State Fund (MSF) — MSF is a nonprofit, independent public corporation established under Title
39, Chapter 71 of the Montana Code Annotated (MCA). MSF provides Montana employers with an option
for workers’ compensation and occupational disease insurance and guarantees available coverage for all
employers in Montana. MSF is governed by a seven-member Board of Directors appointed by the
Governor with the advice and consent of the Senate. This Board has full power, authority, and jurisdiction
in the administration of MSF. MSF's results are included in the State's Annual Comprehensive Financial
Report because of the significance of MSF's financial relationship with the State. MSF's board is allocated
to the Department of Administration for administrative purposes only. MSF is reported on a calendar year
basis and is audited annually by an independent auditor, contracted by the Legislative Audit Division.
MSF is also regulated by the Montana State Auditor's Office as an authorized insurer that is subject to the
provisions of Title 33, Montana Insurance Code.

MSF functions as an autonomous insurance entity supported solely from its own revenues. All assets,
debts, and obligations of MSF are separate and distinct from assets, debts, and obligations of the State of
Montana. If MSF is dissolved by an act of law, the assets held by MSF are subject to the disposition
provided by the Legislature enacting the dissolution with due regard given to obligations incurred and
existing (Section 39-71-2322, MCA).

MSF administers the claims of Montana State Fund and State of Montana (Old Fund), including
determining who a claimant is; what, if any, claims will be paid; and the amount of claims allowed to be
paid. Old Fund covers workers’ compensation claims that were incurred before July 1, 1990, and is
reported within the governmental activities of the primary government, on the government-wide financial
statements.

Universities and Colleges — The Montana Constitution, Article X, Section 9, grants governance authority
over the Montana University System (MUS) to the Board of Regents (Board), with seven members
appointed by the Governor and confirmed by the Senate. All state funds appropriated by the Legislature
to the Board for the support of the MUS are channeled through the Office of the Commissioner of Higher
Education (OCHE). The Constitution charges the Board with hiring a Commissioner of Higher Education
who serves as its executive staff. OCHE is the state-level administrative organization of the MUS.

The Board has responsibility for the following institutions: Montana State University - Bozeman and the
units under it including Montana State University - Billings, Montana State University - Northern, and
Great Falls College Montana State University; and University of Montana - Missoula and the units under it
including Montana Technological University, University of Montana - Western, and Helena College
University of Montana. All units are funded through state appropriations, tuition, federal grants, and
private donations and grants. The universities are audited annually by the State’s Legislative Audit
Division.
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Though the following organizations perform functions related to the MUS, they are not considered part of
Montana's reporting entity: (1) Community Colleges which are considered part of local units of
government; (2) the Montana Higher Education Student Assistance Corporation, a private nonprofit
corporation; and (3) the Student Assistance Foundation of Montana, a private nonprofit corporation.
Entities such as local school districts and local authorities of various kinds are considered part of local
units of government and have not been included. The state and federal support of local public education
systems is reported in the General Fund, the State Special Revenue Fund, and the Federal Special
Revenue Fund.

Montana Reinsurance Association (MRA) — In April 2019, the State of Montana enacted the Montana
Reinsurance Association Act (Act) establishing MRA as a nonprofit, legal entity and creating a reinsurance
program to stabilize the individual health insurance market. The Act is established under Title 33, Chapter
22, Part 13 of the Montana Code Annotated (MCA) and authorizes the State to apply for a State
Innovation Waiver under Section 1332 of the Patient Protection and Affordable Care Act (ACA). The
United States Departments of Health and Human Services and Treasury approved Montana's State
Innovation Waiver, which is effective through December 31, 2029.

The Reinsurance Program is funded through federal pass-through funding (awarded on an annual basis)
and annual association member assessments (1.2% of a member insurer's total premium volume
covering Montana residents from the prior calendar year, as defined in Section 33-22-1313, MCA).

MRA is governed by a five-member board consisting of three directors, one each from the eligible health
insurers with the largest enrollment in the individual market, one insurer director appointed by the
Commissioner of Insurance, and one director appointed by the Governor.

MRA's financial results are included in the State's Annual Comprehensive Financial Report because of
the significance of MRA's financial relationship with the State. The Commissioner of Insurance is
responsible for overseeing the activities of the MRA and the board. MRA reports on a calendar year basis,
must be audited by an independent certified public accountant annually, and may be audited by the
State's Legislative Audit Division.

Fiduciary Fund Component Units
Complete financial statements for each of the individual fiduciary fund component units may be obtained
at the following addresses:

Teachers’ Retirement System Public Employees’ Retirement Board
100 North Park Avenue, Suite 110 100 North Park Avenue, Suite 200
PO Box 200139 PO Box 200131

Helena, MT 59620-0139 Helena, MT 59620-0131

Teachers’ Retirement System (Pension Trust Fund) — This retirement plan is a legally separate entity with
a board appointed by the Governor. Its purpose is to provide retirement, disability, death, and lump-sum
payments to benefit recipients of Montana's public teaching profession. The plan is funded from employer
and employee contributions, investment earnings, and the State’s General Fund. The benefit payments
and administrative costs of the Teachers’ Retirement System are paid from the same funding sources.
The system is audited annually by the State’s Legislative Audit Division. Further detail related to the
Teachers’ Retirement System is provided in Note 6.

Public Employees’ Retirement Board (Pension and Other Employee Benefit Trust Funds) — The Public
Employees’ Retirement Board (PERB) is appointed by the Governor and administers nine retirement
plans for the purpose of providing retirement, disability, death, and lump-sum payments to plan members.
These legally separate plans include the Public Employees’ Retirement Plan — Defined Benefit and
Defined Contribution and the associated education funds; the Judges’; the Highway Patrol Officers’; the
Sheriffs’; the Game Wardens’ and Peace Officers’; the Municipal Police Officers’; the Firefighters’ Unified
Retirement Systems; and the Volunteer Firefighters’ Compensation Act retirement plans. The board also
administers one Other Post-Employment Benefit (PERS-DCRP Disability OPEB) disability plan on behalf
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of Public Employees’ Retirement Plan-Defined Contribution members, and one other employee benefit
plan (457(b) Plan). The board is audited annually by the State’s Legislative Audit Division. Further details
related to PERB are provided in Note 6, and information on its OPEB plan is included in Section F of Note
7.

Related Organizations

The Montana Opioid Abatement Trust (Trust) — The Trust was established in August 2022 in accordance
with a memorandum of understanding created as part of a consent judgment ordered by the court. The
Trust is responsible for managing the State's share of funds received from the multi-state settlement with
pharmaceutical companies related to the opioid epidemic and will be used to support opioid remediation
efforts in Montana. The Trust is not included in the basic financial statements. Although the State appoints
a voting majority of the Board of Trustees, the State cannot impose its will on the Trust, and no financial
burden or benefit relationship exists between the Trust and the State. A copy of their financial statements
can be obtained by contacting the Trust at www.montanaopioid.org or the following address:

Montana Opioid Abatement Trust
1597 Avenue D, Ste. 6
Billings, MT 59102

B. Government-wide and Fund Financial Statements

The government-wide financial statements, Statement of Net Position and Statement of Activities, report
information on all of the non-fiduciary activities of the State of Montana and its component units. For the
most part, the impact of interfund activity has been removed from these statements. Governmental
activities, which are normally supported by fees, taxes, and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for support.
Likewise, the State of Montana is reported separately from certain legally separate component units for
which the State is financially accountable.

The Statement of Activities demonstrates the degree to which program revenues offset the direct
expenses of a function. Direct expenses are those that are clearly identifiable with a specific function.
Certain indirect costs are included in the program expense reported for the individual functions and
activities. Program revenues include (1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function; and (2) grants and
contributions restricted to meeting the operational or capital requirements of a particular function. Taxes
and other revenues do not meet the definition of program revenues are reported as general revenues.
The State does not allocate indirect expenses to functions in the Statement of Activities.

Separate fund financial statements are provided for governmental, proprietary, and fiduciary funds. Major
individual governmental and enterprise funds are reported as separate columns in the fund financial
statements. Fiduciary fund activity is only reported in the fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-wide, Proprietary, and Fiduciary Fund Financial Statements

The government-wide, proprietary fund, and fiduciary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are reported
when earned; expenses are recorded when a liability is incurred, regardless of the timing of the related
cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and
similar items are recognized as revenues as soon as all of the eligibility requirements imposed by the
provider are met.

As a general rule, material interfund revenues and expenses have been eliminated from the government-

wide financial statements. These have not been eliminated where their elimination would distort the direct
costs and program revenues of the functions involved.
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Governmental Fund Financial Statements

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized when they are realizable,
measurable, earned, and available. Revenue is considered realizable when it is probable the amount will
be collected. Revenue is considered measurable and realizable if the precise amount is known because
the transaction is completed, or if there is enough information to provide a reasonable estimate of the net
realizable revenue to be received. Revenue is considered to have been earned when the exchange of
goods or services has taken place. Revenue is considered to be available if it is collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the State
considers revenue available if it is expected to be collected within 60 days of the end of the current fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures as well as expenditures relating to compensated absences, claims,
and judgments are recorded only when payment is due.

The major revenue sources considered susceptible to accrual are licenses and permits, natural resource
taxes, individual income taxes, corporate income taxes, property taxes, fuel taxes, and certain federal
revenues (reimbursable grants and U.S. mineral royalties). Any revenue (not accrued) is considered to be
measurable and available when the cash is received.

Fund Financial Statements

The State uses funds to report on its financial position and the results of its operations. A fund is a
separate accounting entity with a self-balancing set of accounts. Fund accounting is designed to
demonstrate legal compliance and to aid financial management by segregating transactions related to
certain government functions or activities.

The financial activities of the State of Montana are classified into fund categories as described below:

Governmental Funds
General Fund — To account for and report all financial resources not accounted for and reported in
another fund.

Special Revenue Funds — To account for the proceeds of specific revenue sources restricted to
expenditure for specified purposes other than major capital projects. (1) The State Special Revenue Fund
accounts for activities funded from state resources used to account for and report the proceeds of specific
revenue sources that are restricted or committed to expenditure for specified purposes other than debt
service or capital projects. (2) The Federal Special Revenue Fund accounts for activities funded from
federal sources used in the operation of state government.

Several funds are defined in statute as Permanent Funds; however, per GASB Statement No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions (GASB 54), these funds should be reported
within the State Special Revenue Fund. The respective effect on fund balance is approximately a $104.0
million increase. One specific fund is defined in statute as a Federal Special Revenue Fund; however, per
GASB 54, this fund should be reported within the State Special Revenue Fund. The respective effect on
fund balance is approximately a $29.4 million increase. Several funds are defined in statute as State
Special Revenue Funds; however, per GASB 54, these funds should be reported with the General Fund.
The effect on fund balance is detailed in section R below.

Debt Service Funds — To account for resources accumulated for payment of principal and interest on
general long-term obligation debt.

Capital Projects Funds — To account for resources used for the acquisition or construction of major capital
facilities, other than those financed by proprietary or trust funds.

Permanent Funds — To account for resources that are permanently restricted to the extent that only
earnings, not principal, may be used to support the government’s programs. Several funds are defined in
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statute as Permanent Funds; however, per GASB 54, these funds should be reported within the State
Special Revenue Fund as noted above.

Proprietary Funds

Enterprise Funds — To account for operations: (1) financed and operated similar to private business
enterprises, where the intent of the Legislature is to finance or recover costs primarily through user
charges; (2) where the Legislature has decided periodic determination of revenue earned, expenses
incurred, or net income is appropriate; (3) where the activity is financed solely by a pledge of the net
revenues from fees and charges of the activity; or (4) when laws or regulations require that the activities’
costs of providing services, including capital costs, be recovered with fees and charges rather than with
taxes or similar revenues. The primary focus of fee revenues charged by enterprise funds is users outside
of the primary government. One specific fund is defined in statute as an Enterprise Fund, however, per
GASB 34, this fund should be reported within Internal Service Funds. The respective effect on net position
is approximately a $7.2 million increase.

Internal Service Funds — To account for the financing of goods and services provided by one department
or agency to other departments, agencies, or other governmental entities on a cost-reimbursement basis.

The State of Montana reports two employee group benefits funds. The MUS Group Insurance Fund
primarily charges its fees to Montana State University and the University of Montana. The universities are
reported as discretely presented component units, which the State considers to be external users, and as
such, reports the MUS Group Insurance Fund as an enterprise fund. The Employee Group Benefits Fund
charges its fees to funds of the primary government, and as such, is reported as an internal service fund.

Fiduciary Funds

Fiduciary Funds are used to account for assets held by the State in a trustee capacity or as an agent for
individuals, private organizations, or other governments. These assets cannot be used to support the
government’s own programs.

Pension (and Other Employee Benefit) Trust Funds — To account for resources that are required to be
held in trust for the members and beneficiaries of the State’s defined benefit retirement plans, defined
contribution retirement plans, other employee benefit plans, and other post-employment benefit plan. Plan
members receive retirement, disability, death, and lump-sum payments from the fund. Further detail
related to the individual plans is provided in Note 6 and Section F of Note 7.

Private-Purpose Trust Funds —To account for assets held by the State in a trustee capacity, where both
the principal and earnings benefit individuals, private organizations, or other governments. For example,
unliquidated security bonds held on deposit from self-insured employers.

Investment Trust Fund — To account for the receipt of monies and the distribution of related investment
earnings to local government agencies by the Montana Board of Investments for investment in the Short
Term Investment Pool (STIP) and Trust Funds Investment Pool (TFIP).

Custodial Funds — To account for transactions related to assets held by the State as an agent for
individuals, private organizations, and other governments. For example, monies belonging to one parent
submitted by another, as is the case with child support payments.

Major Governmental Funds
The General Fund is the State’s primary operating fund, as previously defined.

The State Special Revenue Fund accounts for activities funded from state sources, which are restricted
either legally or administratively for particular costs of an agency, program, or function.

The Federal Special Revenue Fund accounts for activities funded from federal sources used in the
operation of state government.
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The Coal Severance Tax Fund, created by Article IX, Section 5 of the Montana State Constitution,
receives 50% of all coal tax collections. The principal in this fund can be expended only upon an
affirmative vote of three-fourths of each house of the Legislature.

The Land Grant Permanent Fund accounts for lands granted to the State for support of public schools
and state institutions.

Major Enterprise Funds

The Unemployment Insurance Fund accounts for employer contributions deposited with the Secretary of
the Treasury of the United States to the credit of the State’s unemployment trust fund. Unemployment
benefits are paid from this fund to eligible recipients.

The Board of Investments (BOI) Municipal Finance Programs Fund accounts for the programs created
under the Municipal Finance Consolidation Act (MFCA) and the Economic Development Act. Primarily,
this involves an MFCA revolving loan program that provides variable low interest rate loans to eligible
Montana state agencies, universities, and local governments for a variety of statutorily defined projects.
The funding for the revolving loan program is from the issuance of bonds. The MFCA program also
provides local government entities access to tax-exempt funds through the issuance of conduit debt.
Separately issued financial statements may be obtained by contacting the Montana Board of
Investments, 2401 Colonial Drive, 3™ Floor, PO Box 200126, Helena, MT 59620-0126.

D. Proprietary Activity Accounting and Financial Reporting

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues generally result from providing services and delivering goods in connection with a proprietary
fund’s principal ongoing operations. Operating expenses for enterprise and internal service funds include
the cost of sales and services, administrative expenses, and depreciation on capital assets. All revenues
and expenses not meeting these definitions are reported as non-operating.

E. Cash/Cash Equivalents

For all funds, cash and cash equivalents consist of amounts deposited in the State Treasurer’s pooled
cash account, cash deposits in checking accounts, cash invested in the Short Term Investment Pool
(STIP), cash held by trustees, undeposited cash held by individual state agencies, and investments
categorized as cash equivalents, which are short-term, highly liquid investments with original maturities of
three months or less. Further detail related to cash and cash equivalents is provided in Note 3.

F. Receivables

This classification, net of estimated uncollectible amounts, consists primarily of receivables for goods sold
and services provided, short-term loans and notes; interest and dividends, taxes due within 60 days of
fiscal year-end, leases, and income, withholding, and inheritance taxes that are past due. An allowance
for uncollectible receivables are provided based on historical analysis.

For the State as lessor at the commencement of the lease term, on the government-wide and fund
financial statements, a lease receivable is recorded at the present value of lease payments expected to
be received during the lease term; and a deferred inflow of resources is recorded at the sum of the value
of the lease receivable and any payments received at or before the commencement of the lease term that
relate to future periods. If the undiscounted value of payments that may be received from the lessee are
less than $100.0 thousand, lease accounting is not required, and payments are treated as inflows of
resources. Further detail related to lease receivables is provided in Note 4 and Note 10.

G. Inventories

Inventories of materials and supplies are reported at cost. The State allows agencies to use any generally
accepted inventory pricing method, but specifies the first-in, first-out method generally to be appropriate
for most agencies. Governmental funds use the "purchase method," meaning inventory purchases are
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recorded as expenditures. At fiscal year-end, inventory balances are shown as nonspendable, indicating
they do not constitute available expendable resources. Proprietary and fiduciary funds report using the
"consumption method," meaning inventories are expensed as used.

H. Equity in Pooled Investments

To account for equity in pooled investments, BOI uses two internal investment pool and one external
investment pool. The internal investment pools are the Consolidated Asset Pension Pool (CAPP) and the
Real Estate Investment Pool (REIS). The State's nine defined benefit pension trust funds are the only
participants in CAPP. The State is the only participant in the REIS. The external investment pool is the
Trust Funds Investment Pool (TFIP). State agencies and qualifying local governments are eligible to
participate in TFIP. State agency TFIP participation includes: enterprise funds, internal service funds,
permanent funds, investment trust funds, Montana University System Units, and specific accounts
established within the State and Federal Special Revenue Funds. The participant's investments in the
pools are reported at fair value in the assets within the individual funds. Further details related to cash
and cash equivalents and investments are provided in Note 3.

l. Investments

For agencies whose investment needs are not met by BOI's established investment pools, BOl may
provide separate investments, which may be combined and reported as Separately Managed Accounts
(SMA). SMA participants have direct fixed income, equity, Montana mortgage, and loan investments. Most
SMA investments are reported at fair value. SMA securities can include asset-backed securities, variable-
rate instruments, zero-coupon bonds, preferred stocks, and mortgage-backed securities. Other State
agencies, on a limited basis by statute, may administer other long-term investments. Most investments
are reported at fair value on the Statement of Net Position. Further detail related to investments is
provided in Note 3.

J. Capital Assets

Capital asset valuation is based on actual historical cost or, in the case of donations, acquisition value.
General government infrastructure capital assets are capitalized and reported on the government-wide
financial statements. Interest incurred during the construction of capital assets is expensed. Infrastructure
assets of proprietary funds are capitalized on the fund financial statements. The State has chosen to use
the depreciation approach for infrastructure assets.

Intangible right-to-use lease and subscription-based information technology arrangements (SBITA) assets
are valued at the present value of payments expected to be made during the term of the agreement
(lease/subscription liability), plus certain direct costs, lease payments made to the lessor at or before the
commencement of the term, and capitalizable implementation costs less any incentives received from the
vendor at or before the commencement of the term.

The State reports accumulated depreciation and amortization on the Statement of Net Position and
depreciation and amortization expense on the Statement of Activities for these assets.

Capital assets in proprietary, private-purpose trust and pension trust funds are accounted for within their
respective funds and are depreciated or amortized on their fund financial statements. Capital assets in
governmental funds are accounted for in the governmental activities of the government-wide financial
statements, as are the associated depreciation and amortization expense.

Capital asset depreciation is on a straight-line basis, with estimated useful lives of 25 to 60 years for
buildings, 10 to 50 years for infrastructure, 7 to 20 years for building improvements, and 3 to 10 years for
equipment. State agencies must also extend or shorten the useful lives of capital assets to reflect their
experience or industry standards when appropriate. Amortization is on a straight-line basis with estimated
useful lives of 4 years for software (internally and externally generated), 30 years for land use rights, and
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20 years for other intangibles. Leased and SBITA right-to-use assets are amortized on a straight-line
basis using the shorter of the lease/ subscription term or the useful life of the underlying asset.

The capitalization threshold for buildings and building/land improvements is $25.0 thousand. The
capitalization threshold for infrastructure and internally generated software is $500.0 thousand. The
capitalization threshold for purchased software, intangible and right-to-use lease and SBITA assets is
$100.0 thousand. The capitalization limit for other capital assets is $5.0 thousand. Agencies are allowed
to capitalize additions to collections and land acquisitions at any cost. Purchases below these thresholds
and leases and SBITAs with maximum possible terms of 12 months or less at commencement, are
recorded as outflows of resources in the current period. Further detail relating to capital assets is provided
in Note 5.

K. Deferred Outflows, Deferred Inflows, and Unearned Revenue

A deferred outflow of resources represents a consumption of net assets by the government that is
applicable to a future reporting period. A deferred inflow of resources represents an acquisition of net
assets by the government that is applicable to a future reporting period. Deferred outflows and inflows of
resources may include financial transactions related to refunding debt, non-exchange transactions,
derivative investments, and OPEB, and pension related components; and are reported on the
government-wide, proprietary fund, and fiduciary fund financial statements. Additionally, deferred inflows
of resources may include financial transactions related to unavailable revenue on the governmental fund
financial statements. Unavailable revenue is reported when assets are recognized, but those assets are
not considered available to pay liabilities of the current period. Unearned revenue, which is neither a
deferred outflow of resources nor a deferred inflow of resources, is recognized as a liability on
government-wide, governmental, and proprietary fund financial statements. Further detail related to
deferred outflows of resources and deferred inflows of resources is provided in Note 4.

L. Long-term Obligations

Long-term obligations expected to be financed from governmental funds are reported on the government-
wide financial statements. Long-term debt is recognized as a liability of a governmental fund when due, or
when resources have been accumulated in the debt service fund for payment early in the following year.
For other long-term obligations, only that portion expected to be financed from current expendable
available financial resources is reported as a fund liability of a governmental fund on the fund financial
statements. The remaining portion of such obligations is reported on the government-wide financial
statements. Long-term liabilities expected to be financed from proprietary and fiduciary fund operations
are accounted for in those funds. Further details related to leases, subscription based information
technology agreements, financed purchases payable, and long-term liabilities are provided in Note 10 and
Note 11, respectively.

M. Right-To-Use Liabilities

Leases and Subscription-Based Information Technology Arrangements (SBITAs) are contracts that
convey control of the right to use another entity's nonfinancial asset (leases) or Information Technology
hardware and software, alone or in combination with tangible capital assets, for a period of time in an
exchange or exchange-like transaction.

The State, as lessee/subscriber, at the commencement of the term, records a liability at the present value
of payments expected to be made during the term of the agreement on the government-wide, proprietary
fund, and fiduciary fund financial statements. The commencement of the term for leases is stipulated in
the contract, and for SBITAs, it is when the software is implemented.

Certain payments are evaluated to determine if they should be included in the measurement of the lease
or subscription liabilities, including those payments that require a determination of whether they are
reasonably certain of being made, such as residual value guarantees, purchase options, payments for
termination penalties, and other payments. The State monitors changes in circumstances that may
require remeasurement of a lease or subscription liability.
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On the governmental fund financial statements, no right-to-use liability is recorded. Governmental funds
instead record capital outlay expenditures and other financing sources at the commencement of an
arrangement, at net present value of the expected payments during the term. If the undiscounted value of
the payments plus certain direct costs and lease payments made to the lessor at or before the
commencement of the arrangement is less than $100.0 thousand, or the maximum possible term is 12
months or less, right-to-use liabilities are not recorded, and payments are treated as outflows of
resources.

The State uses an estimated incremental borrowing rate as the discount rate for leases and SBITAs,
unless the rate is explicitly stated in the contract or known. The incremental borrowing rate is the rate for
the Montana Board of Investments INTERCAP loan program in effect on July 1 of the fiscal year the
agreement commences. Many agreements include increases to rent/subscription payments related to the
consumer price index (CPI) or similar indices, and the available index increase is included in the present
value at the commencement of the agreement or upon remeasurement. Further detail related to leases
and subscription arrangements is provided in Notes 10 and 11.

N. Financed Purchases

A financed purchase is a contract that transfers ownership of an underlying asset to the purchaser by the
end of the contract and does not contain termination options. Provisions that end a contract for the
following reasons are not considered termination options: Payment of all sums due, default on payments,
or a fiscal funding or cancellation clause that is not reasonably certain of being exercised. If the contract
does contain a termination option, it should be considered a lease and should be accounted for in
accordance with the State’s lease policies. The threshold for recording a financed purchase is the
threshold for recording the asset type associated with a financed purchase. Further detail related to
financed purchases is provided in Note 10 and Note 11.

0. Bond Discounts/Premiums/Ilssuance Costs

Bond premiums and discounts, as well as issuance costs, are recognized in the period they are incurred.
Bond issues and bond premiums are reported as other financing sources, and bond discounts are
reported as an other financing use. Issuance costs are reported as debt service expenditures, whether or
not they are withheld from the bond proceeds. Bonds payable are recorded net of any applicable premium
or discount. Further detail related to long-term debt is provided in Note 11.

P. Compensated Absences

Full-time state employees earn vacation leave ranging from 15 to 24 days per year depending on the
individual's years of service. Teachers employed by the State do not receive vacation leave. Vacation
leave may be accumulated and carried over from one year to the next. The carryover is limited to two
times the maximum number of days earned annually. Sick leave is earned at the rate of 12 days per year
with no limit on accumulation. Each contribution year, an employee may contribute a maximum of 80
hours of sick or annual leave to a nonrefundable sick leave pool. Excess annual leave that is being
forfeited can also be contributed, with no maximum contribution. Participants in the pool may apply to use
hours through a grant application process. Upon retirement or termination, an employee is paid for 100%
of unused vacation leave and 25% of unused sick leave.

Vested or accumulated leave for proprietary and fiduciary funds is recorded as an expense and liability of
those funds in the fund financial statements. For governmental funds, the liability is not expected to be
liquidated with current financial resources. The expense and liability for the governmental funds is
reported only on the government-wide financial statements. The liability for compensated absences
consists of unpaid accumulated vacation balances, sick leave balances that are more likely than not to be
paid in future years, and sick leave pool amounts estimated using average salary rates of participants.
Further detail related to compensated absences is provided in Note 11.
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Q. Nonexchange Financial Guarantee

According to GASB Statement No. 70 Accounting and Financial Reporting For Nonexchange Financial
Guarantees (GASB 70), governments may extend financial guarantees for the obligations of another
government, a not-for-profit entity, or a private entity without directly receiving equal or approximately
equal value in exchange (a nonexchange transaction). As a part of this nonexchange financial guarantee,
a government commits to indemnify the holder of the obligation if the entity that issued the obligation does
not fulfill its payment requirements. Further detail related to nonexchange financial guarantees is provided
in Note 11.

R. Fund Balance/Net Position

Fund Balance

The classifications for fund balance used for governmental funds are reported in two general
classifications, nonspendable and spendable. Nonspendable represents the portion of fund balance that
is legally or contractually required to remain intact or is not in spendable form such as inventories, and, in
the General Fund, long-term notes and loans receivable. Spendable fund balance is further categorized
as restricted, committed, assigned, and unassigned.

The restricted fund balance category includes amounts that can be spent only for the specific purposes
stipulated by the State Constitution or external parties, such as the federal government, or through
enabling legislation. For the purpose of determining restricted amounts, enabling legislation does not
include commitments resulting from State legislation if these constraints can be removed or changed by a
similar legislative action.

The committed fund balance classification includes amounts that can be used only for the specific
purposes determined by a formal action of the government’s highest level of decision-making authority,
the State’s Legislature, through legislation passed into law.

Amounts in the assigned fund balance classification are intended to be used by the government for
specific purposes. Still, they do not meet the criteria to be classified as restricted or committed.
Assignments of fund balance are created by the executive branch. In governmental funds other than the
General Fund, assigned fund balance also represents the remaining amount that is not restricted or
committed. The assigned fund balance for the General Fund may include encumbrances or assignments
for the portion of current General Fund balance that is projected to be used to fund expenditures and
other cash outflows in excess of the expected revenues and other cash inflows in fiscal years as needed.

Unassigned fund balance is the residual classification for the General Fund and includes all spendable
amounts not contained in the other classifications. In other funds, the unassigned classification should be
used only to report a deficit balance resulting from overspending for specific purposes for which amounts
had been restricted, committed, or assigned.

The State generally segregates restricted, committed, and assigned resources by account (sub-fund)
within the governmental funds other than the General Fund. When resources meeting more than one of
these spendable classifications are commingled in an account on the State’s accounting system, the
assumed order of spending is restricted first, committed second, and finally assigned. State statute
requires non-General Fund money to be spent first whenever possible, so any related available
unassigned balance would be spent last.

General Fund - Fund Balance

Several funds are defined in statute as State Special Revenue funds and Permanent funds, but they do
not meet the GASB 54 requirements to be a State Special Revenue Fund or Permanent Fund as the
Legislature prescribed. For financial reporting purposes, these funds are combined with the General
Fund. Most of these funds have balances that have been set aside for specific purposes by the
Legislature through statutory provisions and are included in the committed fund balance within the
General Fund.
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The June 30, 2025, committed fund balance in the General Fund is shown below:

Committed Fund Balance

Purpose (in thousands)
Behavioral Health System for Future Generations $ 205,843
Better Local Bridges 10,000
Budget Stabilization Reserve 521,765
Capitol Complex Executive Branch 21,794
Capitol Complex Legislative Branch 19,806
Community Reinvestment 35,415
Debt and Liability Free 265,988
Early Childhood Account 10,000
Emergency Shelter Facilities Grants 2,206
Fire Suppression Fund 103,196
Growth and Opportunity Trust Distribution Account 224,000
Growth and Opportunity Trust Housing Account 115,000
Growth and Opportunity Trust Pensions Account 250,000
Local Road and Bridge Account 75,233
Montana Surplus Tax Rebates 20,777
Montana Water Development 10,000
Securing Access to Federal Expenditures to Repair
(SAFER) Montana Roads 79,014
State Property Tax Assistance Account 20,000
Total $ 1,990,037

The Budget Stabilization Reserve Fund has additional statutory provisions governing use. Section
17-7-140, MCA provides the minimum ending fund balance and specifies the procedures that must be
followed to make expenditure reductions or allow transfers from the Budget Stabilization Reserve Fund if
a projected ending fund balance drops below minimum statutory requirements.

If the Budget Director determines that a deficit exists, statute requires reductions that must be made to
assure that the projected ending fund balance complies with the minimum ending fund balance of General
Fund appropriations for the biennium. Under circumstances when a deficit of this level is projected during
a biennium, the Governor may direct reductions from any General Fund expenditure not exempted by
Section 17-7-140, MCA, including House Bill (HB) 2 (the State’s main appropriation bill), any other
appropriation bills, statutory appropriations, or language appropriations. Reductions may not exceed 10%
of General Fund appropriations for any single “program,” as defined in HB 2. If a program has more than
one appropriation, the reduction for one or more of the appropriations may exceed 10% as long as the
reduction for the program as a whole does not exceed 10%.

The Legislative and Judicial branches, the Montana School for the Deaf and Blind, principal and interest
on State debt, salaries of elected officials, and public school BASE funding are exempt, statutorily, from
reductions. These exemptions shield approximately one-third of General Fund appropriations from
reduction. Of the remaining expenditures, the Governor may not direct executive agencies headed by
elected officials or the Board of Regents to reduce their expenditures by more than the average reduction
percentage imposed upon all other executive branch agencies.
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Net Position

In funds other than governmental, net position represents the difference between assets plus deferred
outflows of resources and liabilities plus deferred inflows of resources. The net investment in the capital
assets portion of net position consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any borrowing and outstanding capital asset expense payable used for the
acquisition, construction, or improvement of those assets. Net position is reported as restricted when
there are limitations imposed on its use either through constitutional provisions, enabling legislation, or
through external restrictions imposed by creditors, grantors, or laws or regulations of other governments.
The government-wide Statement of Net Position reported restricted net position of $5.1 billion.

Net position associated with the Unemployment Insurance Fund, Municipal Finance Programs, and Public
Entity Risk Pools are classified as restricted. The majority of the restricted net position for other purposes
business-type activities amounting to $16.3 million is made up of $10.5 million from HUD Section 8 Fund
and $5.8 million from Flexible Spending Administration Fund.

S. Property Taxes

Real property taxes are normally levied in October and are usually payable in two installments on
November 30 and May 31. These taxes attach as an enforceable lien immediately if not paid when due.

Personal property tax levies are set each August, and notices are normally mailed the following March or
April. Half of mobile home taxes are due in 30 days and the remaining half on September 30. Taxes on all
other types of personal property are to be paid in full 30 days after receipt of the notice. Property tax
payments are recognized as deferred inflows of resources if received prior to levy or availability.

Personal property taxes attach as an enforceable lien immediately if not paid when due. Each of

Montana's 56 counties collect property taxes. The counties then remit the State's portion to the State
Treasury. The majority of these taxes help fund public school systems and higher education.
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T. Other Taxes

On the Statement of Activities, the revenue category “Other Taxes” consists of the following taxes (in
thousands):

State Special Govgtr?ni:antal Business-Type
General Fund Revenue Funds Funds Total
Accommodations $ 53,144 § 78,504 $ 7,982 § 29§ 139,659
Agriculture — 10,946 — — 10,946
Cannabis tax (medical/recreational) — 60,539 — — 60,539
Car rental 8,713 2,904 — — 11,617
Cigarette/tobacco 22,180 33,241 1,141 — 56,562
Contractors gross receipts 9,189 — — — 9,189
Energy tax 7,848 — — — 7,848
Fire protection — 4,120 — — 4,120
Insurance premium 127,821 67,836 — — 195,657
Light vehicle registration — 6,639 — — 6,639
Liquor tax 5,286 2,132 — 41,228 48,646
Livestock — 4,968 — — 4,968
Other taxes 139 1,107 — — 1,246
Public service commission — 5,338 — — 5,338
Railroad car companies 3,492 — — — 3,492
Telephone license 8,029 — — — 8,029
Video gaming 83,535 6 — — 83,541
Total other taxes $ 329,376 $ 278,280 $ 9,123 § 41,257 § 658,036

U. Tax Abatement

Within the BOI's SMA Commercial Loan Program, by statute, the Infrastructure Loan Program is funded
by an $80.0 million allocation. Eligible local governments request a loan for constructing or purchasing
infrastructure to be used by an eligible basic sector business. The business will pay a user fee to the local
government that is pledged to BOI for the loan repayment. BOI reviews each loan, and only upon
verification that the entities meet the loan requirements is the loan approved by BOI.

To be eligible for the program, the business must create at least 15 full-time jobs within identified sectors
of the Montana economy. The maximum loan size is $16.7 thousand multiplied by the number of full-time
jobs created with a minimum loan size of $250.0 thousand. The maximum loan term is 25 years. There is
also up to a 2.5% interest rate reduction for job creation. The reduction will be reflected in the user fee
rate charged to the basic sector business upon BOI review and approval. The business must create the
required jobs within four years of the agreement. If the business does not create the required jobs within
the four-year period, then the business must pay down the loan balance to the local government entity
until the loan balance matches the eligible amount per the jobs created. BOIl may increase the interest
rate commensurate with the number of jobs eliminated if the borrower eliminates qualifying jobs. The
business receiving the abatement must annually provide payroll documentation to BOI.

Pursuant to statute, a business that is created or expanded as the result of an Infrastructure Loan is
entitled to a credit against either their State individual income taxes or corporate income taxes for the
portion of the fees attributable to the use of the infrastructure. The total amount of tax credit claimed may
not exceed the amount of the loan. The credit may be carried forward for seven years or carried back for
three years.
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During the fiscal year ended June 30, 2025, eligible business entities made total user fee payments of
$1.5 million, representing $1.2 million of principal and $300.0 thousand in interest. During the fiscal year
ended June 30, 2025, a total of $5.1 million was claimed as a credit against the State individual and
corporation tax liability. The following table details the fiscal year 2025 credit claimed by tax type and the
tax year it was applied against (in thousands):

Infrastructure Credit Claimed for the Fiscal Year 2025

Tax Year Tax Year
2024 2023 Total net
Corporate income tax $ 16 $ 230 $ 246
Individual income tax 130 4,736 4,866
Total amount claimed $ 146§ 4966 § 5112

The local government entity must pass a resolution authorizing the acceptance of the commitment
agreement. BOI indemnities the local government regarding repayment of the loan.

V. Irrevocable Split Interest Agreements

Irrevocable split-interest agreements are used by donors to provide resources to two or more
beneficiaries, including governments. These agreements can be created through trusts or other legally
enforceable agreements with characteristics that are equivalent to irrevocable split-interest agreements.
The University of Montana campuses have three irrevocable split interest agreements during the fiscal
year ended June 30, 2025. Further detail related to these agreements is provided in Note 3.
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NOTE 2. ACCOUNTING AND REPORTING CHANGES
A. New Accounting Guidance Implemented (Column A)

For the year ended June 30, 2025, the State adopted the following new standards issued by the
Governmental Accounting Standards Board (GASB):

Statement No. 102, Certain Risk Disclosures (GASB 102),establishes financial reporting requirements for
risks related to vulnerabilities due to certain concentrations or constraints that will limit the State’s ability to
obtain resources or control spending when providing government services. To qualify for reporting, a
circumstance must be known prior to issuance of the ACFR, and the event must have occurred, begun to
occur, or will occur within 12 months of the date the State ACFR is issued. No circumstances were found
to require disclosure.

The State, except the Montana State Fund (MSF), a discretely presented component unit of the State,
has early implemented GASB Statement No. 101, Compensated Absences (GASB 101) in fiscal year
2024. Due to the difference in reporting period, MSF reported on the calendar year ending December 31,
2024; thus, for the State reporting period ending June 30, 2025, MSF implemented GASB 101 on time.
The compensated absences expenses are reported as program expenses on the Statement of Activities.
The compensated absences payable are reported as long-term liabilities on the Statement of Net
Position. The adoption of this statement is applied retroactively, which requires MSF to restate
compensated absences payable beginning balances for the cumulative effect. The effects on beginning
net position of this change in accounting principle are shown in Column A of the table in section F.

B. Correction of Errors in Previously Issued Financial Statements (Column B)

During fiscal year 2025, the State corrected errors resulting from oversight and misuse of facts that
existed at the time the financial statements were issued. During fiscal years 2020 through 2024, the State
Lottery (a non-major enterprise fund) had two erroneously designed accounting processes that
understated Contractual Services ($2.6 million) and Lottery Prize Payments ($4.3 million) expense
accounts on the Statement of Revenues, Expenses, and Changes in Fund Net Position for Proprietary
Funds and overstated the Receivables, Net account on the Statement of Net Position for Proprietary
Funds. This error also overstated the State Lottery’s Transfer out obligation of its net revenues to the
general fund (MCA, 23-7-402) and overstated general fund cash/cash equivalents on the Balance Sheet
for Governmental Funds and the Transfers In on the Statement of Revenues, Expenditures, and Changes
in Fund Balances for Governmental Funds. The effect on beginning fund balance of the general fund for
governmental funds and net position of governmental activities are shown in column B of the table in
section F. There is no effect on the beginning net position of the State Lottery, due to statutory transfer
requirements. MD&A and Statistics Sections for RSI have also been restated for effected prior periods.

During fiscal year 2025, the State corrected an error for an unrecorded long-term liability for $23.1 million
associated the Confederated Salish and Kootenai Tribes Water Compact that was ratified by the State in
fiscal year 2015 and the federal government in fiscal year 2021. See Note 11 for additional details
surrounding the compact. The error understated Long-term liabilities and overstated Total net position on
the Statement of Net Position. MD&A and Statistics Sections for RSI have also been restated for affected
prior periods.

During fiscal year 2025, the State corrected an error due to mistakes in the application of accounting
principles related to the valuation of Infrastructure. The State depreciates infrastructure using the
composite method and evaluates historic infrastructure assets by comparing current-year infrastructure
costs, adjusted for price level indexes. In prior years, this analysis was interpreted as indicating an
impairment due to damage, technological advances, and safety considerations. However, an impairment
requires a significant and unexpected decline in service utility arising from a specific event or change in
circumstance that is outside the normal life cycle. Because no such discrete impairment event could be
identified, the decline in service utility should have been treated as a change in estimate of depreciation,
rather than an impairment. Accordingly, impairment expenses reported in years 2022 ($124.4 million),
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2023 ($123.2 million) and 2024 ($80.9 million) should have instead been reflected as depreciation
expense. There is no change in the Transportation Expense function/ program for governmental activities
on the statement of activities and no affect net position.

During fiscal year 2025, the State corrected an error in the application of accounting principles related to
the classification of two mortgage loan programs. The programs are the Multifamily Housing Projects
(MCHP), which finances rental housing projects that provide low and moderate-income housing, and the
Veterans' Home Loan mortgage Program (VHMP) which provides financing for first-time home buyers.
The Mortgage Programs were treated as investments since their inception. However, under GASB
Coadification 150.106, mortgage loans made though governmental programs do more than generate cash
flows; they also provide present service capacity by advancing public policy objectives, such as
supporting first-time homebuyers or veterans as in this case. As such, Investments for MCHP and VHMP
programs have been reclassified to Long-term Loans/Notes/Lease Receivables for the general fund,
governmental funds on the Balance Sheet and the governmental activities for the Statement of Net
Position. Prior periods within the Statistics Section are not restated because it is not practicable to
determine the manner in which the Board of Investments would have allocated expenses and recorded
the related income in those periods.

The immaterial error corrections in the fund financial statements, and the government-wide financial
statements for the primary government are reported as the current year activities. Some component units
report error corrections to restate beginning balances for cumulative effect in pension trust funds that are
administered by the Montana Public Employees' Retirement Administration (MPERA), a fiduciary
component unit of the State, and two discretely presented component units of the State, including
Montana State University (MSU) and the University of Montana (UM). These prior period adjustments for
error corrections may be material to the component units or their component units themselves, but are
immaterial to the State. The State still reports these immaterial error corrections as prior period
adjustments for these component units in the State's ACFR. The details of the correction of errors for
these component units can be found in their separately issued and audited financial reports, as
mentioned in Note 1.

C. Change in Accounting Estimate

Effective starting in fiscal year 2025, the Montana Department of Revenue implemented an updated
methodology to estimate future audit collections for individual income and withholding taxes. This is a
change in accounting estimate. GASB Implementation Guide No. 2015-1, Question and Answer Z.33.9
indicates that income taxes to be recovered in tax audits should be recorded, if measurable, in the same
period as the underlying exchange, regardless of when they will be collected (or as deferred inflows of
resources in governmental funds if not available). Under the state accounting policy, revenues are
considered measurable and realizable if the precise amount is known, either because the transaction is
completed or there is sufficient information to provide a reasonable, although not necessarily precise,
estimate of the net realizable revenue to be received. The Department records the estimated future audit
collections for individual income and withholding taxes as accounts receivable and unavailable inflow of
resources. The accounts receivable is reported as Receivables, Net for governmental activities on the
Statement of Net Position, for the General Fund on the Governmental Fund Balance Sheet, and as Taxes
Receivable on the Accounts Receivables disaggregation table in Note 4. The unavailable inflow of
resources is reported as Deferred Inflows of Resources for the General Fund on the Governmental Fund
Balance Sheet. The unavailable inflow of resources is converted and reported as Individual income tax
general revenue for governmental activities on the Statement of Activities. State accounting policy also
indicates that experience often provides a basis for determining a reasonable estimate. The old
methodology, which used the 5-year statute of limitations for individual income and withholding taxes to
estimate future audit collections, was incorrect for fiscal year 2024 and had not been updated to reflect
statutory changes from the 2015 legislative session. As a result, the statute of limitations for individual
Income and withholding taxes was limited to a 3-year model. This 3-year model is required by the state
law and reflects the assumptions that suit the current business environment, which has become the
preferred methodology.
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Effective starting in fiscal year 2025, the Montana Department of Labor & Industry fully implemented a
new system, which resulted in enhanced reporting abilities. DLI was able to create an aging receivable
report to more accurately estimate accounts receivable for expense abatements for the Unemployment
Insurance Fund. The previous system could not report on the age of each individual receivable accounts,
so estimate calculations were based on historical trends. The new report provides more accurate and
reliable information and is therefore preferred over the previous system. Since the report changed the
inputs for the net receivable valuation, it is considered a change in accounting estimate. The short-term
receivable and its corresponding allowance account are reported as Receivables, Net for business-type
activities on the Statement of Net Position, for the Unemployment Insurance Fund on the Proprietary
Fund Statement of Net Position, and as Reimbursements/overpayments Receivable and Allowance for
doubtful accounts on the Accounts Receivables disaggregation table in Note 4. The long-term receivable
and its corresponding allowance account are reported as Long-term loans/notes receivable for business-
type activities on the Statement of Net Position, for the Unemployment Insurance Fund on the Proprietary
Fund Statement of Net Position, and as Reimbursements/overpayments Receivable and Allowance for
doubtful accounts on the Long-Term Loans/Notes/Leases Receivable disaggregation table in Note 4.

D. Correction of Errors in Required Supplementary Information (RSI)

Two corrections of errors are made in the RSI 2 Pension Plan Information for prior years' columns. They
were identified and restated in the current year. The errors are due to wrong formulas used in the
calculations. Further details related to the corrections of errors is provided in RSI 2, footnotes for the
Game Warden's & Peace Officers' Retirement System plan and for the Sheri