45th Legislature

wooN -

10
LR
12
13
1
15
16
7
18
19
20
21
22
23

2

LC 0189,/01%

_HB puiwy Jb
INTRODUCED BY M n atm__

HBimer —

L BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FCR
ZERO-BASED DBUDGETING AND PROGRAM PERFORMANCE AUDITIEG AND
POR SELECTION OF PROGRAMS TO BE EADE BY A JOINT CONMITTEE
COMPOSED O©OF TBE LEGISLATIVE FINANCE AND LEGISLATIVE AODIT
CONMITTEES; AMENDING SECTICONS 43-1113, 431114, 79-1012.3,
79-2305, AND 79-2312, B.C.M. 1947; AND REPEALIEG SECTICOSNS

79-1012.1, 79-1012.2, AND 79-1012.5, BR.C.¥, 1947."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MOHBTANA:

Section 1. Purpose. The purpose of this act is to
create a budget system that rejects the assumption that a
program shoulé continue merely because it exists and to
selectively require assessaent by persons managing a progras
of the projected impact of the program at various levels of
funding, the objectives of tke program, the specific future
objectives of the program, and reexamination of progranm
results in relationship to costs and outcomes to determine
need for changes in stated prograa goals and obijectives; and
to require performance audits of programs required tc be
zero—-based budgeted.

Section 2. Definitions., as wused ip this act, the

folloving definitions apply:
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{1) "Agency® means an office, position, commission,
committee, board, department, institution, council,
division, pureaun, section, or any other entity or

instrumentality of the executive branch of state governsent.

{2) "Decision package" means the most siaple unit of
activity producing a specific, identifiable result and
representing one of a number of alternative cosbinations of
levels of costs and services for an actiwity.

{3) "Iptervention assuomptions® means those assumptions
that relate program expenditures to production of the
intervention, intervention to ocutcome anticipated, outcome
anticipated to objectives, and objectives to impact on the
problem addressed in goals.

{(4) ™Effectiveness measures" @means a criterion for
permitting estimation of the progress made toward attaining
the goals and objectives being sought.

{5) *“Performance audit™ means an exasination of the
effectiveness of administration and its efficiency ana
adequacy in terss of the program of a state agency
authorized by law to be performed and the conformance of
expenditures with legislative intent in the appropriation of
funds.

(6) "pPriority listing"™ means a rapnking of decision
packages in order of importance.

{7y ™“prograz" nmeans a combination of resources and
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activities designed to achieve an objective or objectives.
It includes activity of all state ageancies or any function
thereof receiving state appropriated funds, cash funds,
federal fends, or any other fuads derived under the
authority or by victue of law.

{8} T"Program goals"™ seans a reflection of the state
constitution, statutes, and authoritative judicial,
legislative, and egecutive decisions or pronocunceasents,

{9} "“Unit" means am interpal subdivision of an agency,
croatad by law or by admigistrative actionm, including a
division, burean, section, or depactment, and an agency
allacated to & departsemt for administrative purposes only
by Title 82a.

{10} “"Zero-based budget®™ wmeans a priority rankisg of
all programs and activities im successively increasing
levels of performance and fumding startirg fros zero or a
preselected level below the previous biennium's budget.

Section 3. Agency responsibility for programs, goals,
ébjsctives. {1) All state agencies or umits of state
goverasent shall by Januvary 1, 19783

{(a) disaggregate all state activities for which they
have major responsibility into programs at a level of
organization capable of formulating a budget request. The
budget director shall assist vhenever activities overlap in

assigning major responsibility for activities and prograss.
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{(b) identify program goals;

{c} delineate program objectives and wmeasures of
effectiveness and set forth, clearly epough to be tested,
the logic in the interveation assumptions.

(2) The functions delineated imn subsection (1} shall
be performed as often as necessary to reflect changes ir the
state constitution, statutes, or nev authoritative judicial,
execative, or legislative decisions ar prooounceasents
altering prograa goals.

Section 8. Prograss selected for zero-based budgeting.
{1) X joint cosmittee composed of meabers of the legislative
fipance comsittee and legislative audit committee shall, by
July 1 of the year preceding a biennial sessicn, select
programs to be zero-based budgeted for the following
bienniunm.

{2) Regquests of elected state officials and interinm
committees are to be considered but are not binding upon the
committee.

{3) By July 1, the comzittee shall infora tke budget
director and the heads of agencies and units respoasible for
the programs selected for zero-based budgeting.

Section S. Section 79-1012,3, R.C.A. 1947, is amended
to read as follows:

779-1012.3. #Pregeam Zero—based budget. The bienmnial
zegfo-bagsed budget undos——bthie—ach skall incluede @
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depassseonsal an analysis suamarizing past and proposed
spending plans by for the program and the means of financing
the proposed plan. Information presented shall include the
following:

{1) # a statement of depasbmental-and progran goals,
objectives, effectiveness nmeasures, aid———progran-——sige

indiocaters apnd iptervention assuaptions:

{2) &t at least three 43} alternative funding levels
for each program with effectiveness measures and pregeam
sise——indicatesre interventiom assumptices detailed for each
alternative funding level jinsofar as they differ from those
stated__for subsection {1). The-£fires-£fanding Punding leveld
levels shall be set by the budget director, _the lowest of
¥hich may mnot exceed oighty-porcent—{80%r of that level
authorized by the legislature for the present fiscal yearsy,

(3) A—depastaonded a priority listiag of decision
packages encompassing all alternative funding levels;

(4) & a detailed parrative which shball inclede at
least:

{a) 2 a description of the kinds of activities carried
out or unnusual technologies employed;

{by % a statement of key policies pursued;

{¢) % a description of mafor external trends affecting
the program;

{(d) #» an evaluation of how effective the program has
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been in the past and the apparent reasons for the level of
success attained;

{e) & a description of possible events that couald
result in significant variations in the size, cperatioa, or
effectiveness of the progras;

{(ft &% an explanation of +the rationale used in
determining the priority listinge;

{fq} _an_evaluation of alterpative ways of achierving

obiectives apd the rationalg for not chogsing__the

alterpatives;

(5) *okuad actual disbursements for the past &we——42)
fiscal years, the estimated disbursesments for the fiscal
year in progress, and the governmor's recoamendations for the
ensuiag biennium by program and disbursement category;

{6} & a statemant contaiming further recommendatioas
of the governor as appropriate,®

Section 6. There is a new B.C.M. section that reads as
follows:

Submission of zero-based budgets, (1) In the
preparation of a zero-based budget +the budget director
shall, @not later than July 1 in the year preceding the
convening of the legislature, distribute to all agencies or
units having major responsibility for a program selected to
be zero-based budgeted for the emsuing bienniaowm, the proper

foras necessary for the preparation of budget estimates.
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These forms shall be as prescribed by the budget director
and shall include the information reguested in 79-1012.3 and
any additional information requested by the budget director.

(2} The agency or urit bhaving major responsibility for
a program selected for zero—-based budgeting shall submit by
Septeaber 1 of the year preceding the convening of the
legislature tke informatiom reguested.

{3} Upon receipt of the informwation, the budget
director shall examine it and prepare a prelimimary budget
for the ensuing bienniums containing the informatiom
regeested in 79-1012.3 for the governor. The budget director
may sake changes considered appropriate, including changes
i the priority listings of decision packages. Activities
and programs that are zero-based budgeted may Dnot have
duplicates in whole or in part in the preliminary budget but
s0 long as the distinctive features are retainmed say be made
a part of, and treated as though a part of, the preliminary
badget, and sobmission to the la2g9islature shall be as
specified in 79-1015,

Section 7. There is a new R.C.M. section that reads as
follows:

Review of prograas. (1) The legislative audit coamittee
is responsible for having a review coanducted of each prograa
selected for zero-based budgeting pursuant to [section 4],

The review shall bée completed at least 3 aonths preceding
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the end of the biemnium for which a zero-based budget was
submitted.

t{2) The review shall include a performance audit of
the program and a thorongh exaaination of the need for the
programs.

(3) ©UOpon completion of the reviev, the legislative
andit committee shall make a report of the audit and the
recoamendations and submit a proposed bill for distribution
to the legislators prior to the ensuing legislative session.

{&) ¥Wothing comtained ia this act is intended to
preclude the legislative aundit comaittee from selecting any
agency, unit, prograas, or activity for perforaance auditing
sepa  ate and apart from the performance audit prescribed by
this act.

Secticn 8, Sectiom #3-1113, B,C.M. 1987, is amended to
read as follows:

"43-1113. Powers and duties of the lagiglatiyve financz
coapittee, The committee may:

(1) o&egamise organize, adopt rules to govern its
proceedings, and meet as often as necessary, upon the call
of the chairman, to advise and consult with the legislatirve
fiscal analyst;

(2) Baphey eaploy the legislative fiscal analyst who
shall serve at the pleasure of and be respoasible to the

coamittee, and the coamittee shall set his salary;
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(3) &Emereise exercise the investigatory powers of a
standing committee under Title 43, chapter Sy—RvCrlv——3943v;

{8y meet as oftep as necessary, upon the call of the

chairmap of the legislative _finance _committee, to select

pLograms _to_ be _zero baged pyrsuant to [section 4 of this

actl."
Section 9. Section 43-11t14, B.C.M. 1947, is amended to

rtead as follows:

“43-11148, Legislative fiscal apalyst's duties. The
legislative fiscal analyst shalls:

(1) provide for fiscal analysis of state governmeat
and accusulate, compile, analyze, and furnish such
information bearing upon the financial satters of the state
that is relevant to issues of policy and gquestions of
statewvide importance, jacludingy but not limited tor
investigation and study of the possibilities of effecting
econony and efficiency in state governsent;

{2) Bstimase estimate revenue from existing arnd
proposed taxres;

{3) amalywe analyze the executive budget and budget
requests of selected state agencies and institutions,
inciuding proposals for the construction of capital
improvesents;

(4) #ake make the reports and recoamendations he deeas

cogsiders desirable to the legislature apd _to_the Joist
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leqislative finarce and_ legislatjve andit compittee and make

reports and recommendations as reguested by the legislative
finance conmittee and the legislature; and

{5) 4#esieds assist committees of the legislaturey and
individual legislatorsy in compiling and analyzing financial
information."

Section 10. Section 79-2305, R.C.M. 1947, is amended
to read as follovs:

"79-2305. Beetings of Jlegislative audit committee. (1)
The legiglatiye _audit comaittee shall meet as oftem as may
be necessary, during and between legislative sessions, to
advise and consult with the legislative auditor.

{2)__The _committee shall meet joiatly  with _the
legiglative finance committee upon the call of the _chajrmasp
of _the _legislatjve ipance _commjittee, te select prograss

purseapt to [sectjon & _of this act] to be zero-based

bydgeted, Committee members shall be reimbursed froa the
appropriation to the office of the legislative auditor for
their actual and necessary expenses incurred as a result of
intecim meetingsy and paid compensation as provided by law
for interim standing committees.”

Section 11. Section 79-2312, R.C.M. 1347, is amended
to read as follows:

*79-2312, Recossendations of legislative auditor. The

reports of the legislative auditor may include comments,

—10~
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recommendations, ard suggestions, includjng _syggestions _as

to which progrags _should be selected for _zero—based
bedgeting and program performance evaluation but be shall

have' no power to enforce theam nor shall he otherwise
influence or direct executive or legislative action.™

Section 12, FERepealer. Sections 79-1012.1, 79-1012.2,
and 79-10%2.5, R.C.N, 1947, are repealed.

Section 13. Severability. If a part of this act is
invalid, all valid parts that are severable from the invalid
part resmain in effect. If a part of this act is invalid ia
one or sore of its applications, the part remains in effect
in all valid aepplications that are severable from the
invalid applications,

—~Bnd-
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STATE OF MCNTANA
REQUEST No, _ 1877

Form BD-15 ~/

In compliance with a written request recaived _____January 10~ 1977 __ | there is hereby submitted a Fiscal Note
for House Bill 86

FISCAL NOTE

pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

of the Legisiature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

An act to provide for zero-based budgeting and program performance auditing and for selection of programs to be made by
a joint committee composed of the Legistative Finance and Legislation Audit Committees.

ASSUMPTIONS:

1. The Joint Committee will meet once in each fiscal year of the 1978-79 biennium prior 1o the next legislative session.
Committee ricmbers witl be reimbursed for actual and necessary expenses incured as a result- of interim meetings and
will be paid compensation as provided by law for interim standing committees.

2. The Joint Committes will designate, for zero-hased budget development, a number of agencies and/or programs of a size
and complexity approximately equal to that exhibited in the current biennium, seven program, zero-based (PBS)
budgeting system.

3. Agencies designated for “zero-based budgsting’” will hold thet status for one Biennium and will then return to the
standard budgeting procedure.

4. The role of the Office of the {.egislative Fiscal Analyst will be advisory to thr Joint Committee and will involve a
relatively small expenditure of resources.

5. Performance audits of designated zero-based agencies will be performed in addition to the regularly scheduled agency
audits of the Legislative Auditor.

6. The number, size and complexity of performance audits will match requitements posed by the existing seven programd
zero-based (PBS) budgeting system.

7. The existing zero-based (PBS) budgeting system will be modified and simplified. This task, as well as the implementa-
tion of the zero-based budgeting process as outlined in House Bill 86, will be performed by the Budget Director.

FISCAL IMPACT:

Joint Committee FY 78 FY 79
Proposed Law

Compensation $ 640 $ 640

Expenses 1,700 1,700

Total expenditures under proposed law $2,340 ' $2,340

s ' Expenditure under current law 0 0
R A

* Increased expenditure under proposed law $2 340 . $2,340

Office of Legisiative Fiscal Analyst

The Leaislative Fiscal Analyst has examined the proposed law and reports no fiscal impact upon that office.

<QOifice of the L-gwativa Auditor

The Legislative Auditor has examined ihe proposed law and states: “‘unable to arrive at a meaningful estimate of what it
would take to meet the reguirements that would be imposed

by House Bill 86.” /), - TP S
| BUDGET DIRECTOR AV
Office of Budget and Program Planning
Date: _/- 7 =77

continued on page 2.
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Page 2

, “ISCAL NOTE REQUEST NO., 18-77
ouse Bill 86
FISCAL IMPACT: (continued)

Office of Budget and Program Planning

The proposed legislation will nat require additional staff or expense by the Office of Budget and Program Planning provided
the recommended budget medifications in the 1978--79 Executive Budget are approved.

LOCAL IMPACT:

None,

LONG RANGE IMPACT:

Indeterminate.

TECHNICAL NOTES:

1. The increased costs of implementing the proposed legisiation are largely contingent upon requirements for performance
auditing by the legislative auditor. Revision and more detailed specification of audit requirements could substantially
affect cost.

2. H.B. 643 (Chapter 460, Session Laws of Montana) includes a provision for ““a variance report for the immediate past
fiscal year which shall detail variances between expenditures, revenues, program size indicators, effectiveness maasures
and priorities expressed in the executive budget and those actually realized.”” This requirement duplicates, in part,
requirements for performance audits as specified in the proposed tegislation.

3. Clarification is necessary regarding the concepts “intervention assumptions’’ and “effectiveness measures’” in section 2,
subsection 3.

b 4. H.B. 86 should make reference to the existing H.B. 643 and clarify the status of H.B. 643 if implemented. Will H.B. !
supersede H.B. 643 or supplement the provisions of H.B. 643? ' )

5. OBPP recommends a subsection be added to section 5 relative to the organizational structure of the program to be
reviewed. The subsection would include a statement identifying the organizatignmal structure of the agency or program
to carry out the stated goals and objectives and should include functions and staffing of the agency or program
and the mechanisms for coordinating work internally and with other agencies or programs,

6. OBPP recommends that Section 5, subsection 5, be changed to read, “‘actual disbursernents for the past fiscal year, . . '
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Approved by Committee
on State Administration

HOUSE BILL NOe. 86
INTRODUCED BY KIMBLEs UHDEs

VINCENTs HUENNEKENSs PALMERs FAGG

A BILL FOR AN ACT ENTITLED: AN ACT T3 PROVIDE FOR
ZERG-3ASED SBUDGETING AND PROGRAM PERFORMANCE AUDITING AND
FOR S:ZLECTION OF PROGGRAMS TO BE MADE BY A JOINT COMMITTEE
COMPOSED OF THE LEGISLATIVE FINANCE AND LEGISLATIVE AUDIT
COMMITTEES; AMENDING SECTIONS 43-1113y 43-1114s T79-101243y
79-2335s AND T79-2312y RaeleMe 194T; AND REPEALING SECTIONS

T9-1012e1y 79-1012e2¢ AND 79-1012e59 RoeloMe 194T."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1« Purposee. The purpose of this act is to
create a budget system that rejects the assumption that a
progra®s should continue merely because it exists and to
selectively require assessment by persons managing-a program
of the projected impact of the prodram at various levels of
fundings the objectives of the programe the specific future
objectives of the programy and reexamination of program
results in relationship to costs and outcomes to determine
need for changes in stated program goals and objectives; and
to SELECTIXYELY require performance audits of programs
required to be zero-based budgeted.

Section 2 Definitionse As wused in this 2acte the
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10

11

12

13

14

15

16

17

13

19

20

21

22

23

24

25

HB 0086702

following definitions apply:

(1)} “Agency®™ m=2ans an offices positions commissions
committeey boardy departments institutions councily
divisions bureaus sectione or any other entity or
instrumentality of the executive branch of state governmente

{2} ™Decision package®™ means the most simple wunit of
activity producing a specifice identifiable result and
representing one of a number of alternative combinations of
levels of costs and services for an activitye

{3) %“Interventton-sssumptions®—eeans "ASSUMPTIONS™ ARE
MEANT TG0 INCLUDE those assumptions that relate program
expenditures to-production—of—the—interventieny-+ntervention
to outcome anticipateds outcome anticipated to objectivesy
and objectives to impact on the problem addressed in goals.

(4) ™“Effectiveness measures™ means a criterion for
permitting estimation of the progress made teoward attaining
the goals and objectives being soughte

(5) “Performance audit®™ means an examination of the
effectiveness of administration and its efficiency and
adequacy in terms of the program of a3 state aqgency
authorized by law to be performed and the conformance of
expentitures with legistative intent in the appropriation of
funds.

(&) "Priority listing® means a ranking of decision

packajes in order of importances

—-2= HE 86
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{7} *"Program®™ wmeans a combination of resources and
activities designed to achieve an objective or objectivess
It iacludes activity of all state agencies or any function
thereof receiving state appropriated fundss cash fundse
federal fundsy or any other funds derived under the
authority or by virtue of lawe

(6) "Program goals™ means a reflection of the state
constitutions statutess and authoritative Jjudicial,
legislativey and executive decisions or pronouncementse

{9) "Unit™ means an internal subdivision of an agencyy
created by law or by administrative actiony including a
divisions bureaus Sections or departmenty and an agency
allocated to a department for administrative purposes only
by Title B82A.

(10) “Zero-based budget®™ means a priority ranking of
21l orograms and activities in successively increasing
levals of performance and funding starting from zero or a
preselected level below the previous biennium®s budgets

Section 3. Agency responsibility for programses goalss
objectivess (1) Al1 state agencies or units of state
government shall by Januvary le 1978:

{a) disaggregate all state activities for which they
have major responsibility into programs at a3 1level of
organization capablz of formulating a budget requeste The

budget director shall assist whenever activities overlap in
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assigning major responsibility for activities and programse
ib) identify prooram goals;

{c} delineate program objectives and measures of
effectiveness and set forthy clearly enough to be testeds
tne logic in the +ntervention assumptionse

{2} The functions delineated in subse;tion {1) shall
be performed as often as necessary to reflect changes in the
state constitutions statutess or new authoritative judicials
executives orf legislative decisions or pronouncements
altering program joalse

Section 4. Programs selected for zero-based budgeting.
{1} A joint committee composed of members of the legislative
finance committee and legislative audit committee shalle by
Juty APRIL 1 of the vyear preceding a biennialt sessions
select programs to be zero-based budgeted for the following
bienniums

{2} Requests of elected state officials and interim
committees are to be considered but are not binding upon the
committee.

(3} By dury-+ APRIL 10+ the committee shall inform the
budget director and the heads of agencies and units
respoasible for the programs selected for zero—based
budgetinge.

section 5« Section T3-1012e3s ReleMe 1947y is amended

to read as follows:

—4= H8 86
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#73~-1012e3. Program Zpro-hased budgete The bienniatl
Zaro-pased budget under———this———act shall include =&
deparementet an analysis summarizing past and proposed
spending plans by for the program and the means of financing
the proposed plan. Information presented shall include the
following:

(1) & a statement of departmental-and program goalss
objectivess effectiveness measuress and-——progresa——size
tndiestors and interveption assumptionss;

{2) %t at least three 3% alternative funding levels
for each program with effectiveness measures and program
sire-indicatoras intervention assusptions detailed for each
alternative funding level josofar as they differ from those
state) for subsection [l)« Fhe—first—funding Funding ‘Feved
levels shall be set Dy the budget directors the lowest of
wnich may not exceed e+ghty-percent-——{380%3 of that level
autnorized by the legislature for the present fiscal yeards

{3) A-departmentat 3 oriority listing gof decision
packajes encompassing all alternative funding levels;

{4}y & Q2 detailed narrative which shall include at
least:

{a) & a description of the kinds of activities carried
out or unusual tecnnologies employed;

{(p) 4 2 statement of key policies pursued;

(c) A a description of major external trends affectinn
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the program;

(d) An an evaluation of how effective the program has
been in the past and the apparent reasons for the level of
success attained;

(e} & @ description of possible events that could
result  in significant variations in the sizes operations or
effectiveness of the program;

{f) An apn explanation of the rationale used in
determining the priority listinge;

{91 _an _evajuation of alterpative ways of achieving
abjectives and the rationale for npt choosing  tha
alterpativesi

(5} Actuos¥ actual disbursements for the past two—$2¥%
fiscal years. the estimated disbursements for the fiscal
year in progresss and the governor's recommendations for the
ensuing biennium by program and disbursement category;

{6) & a statement containing further recommendations
of tha jovernor as appropriate.”

Section 6. TYthere is a new ReC«Ma section that reads as
follows:

submission of zer o—based budgetse {1) In the
preparation of a zero-based budget the budget director
shal ly-net-tater-than—duty——t—+n—the--year—-preceding-——the
convening-——of-the-+egistaturey distribute to all agencies or

units having major responsibility for a program selected to

—5= HB B6
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be zzro-based budgeted for the ensuing bienniumes the proper
forms necessary for the preparation of budget estimatess
These forms shall be as prescribed by the budget director
and snall include the information requested in 79-1012.3 and
any ajditional information reguested by the budget directore.

{2) The agency or uait having major responsibility for
a projram selected for zero-based budgeting shall submit by
September 1 of the vyear preceding the convening of the
tegislature the information requestede

{3) Upon receipt of the informations the budget
director shall examine it and prepare a preliminary budget
for the ensuing biennium containing the information
requested in 79-1012.3 for the governore. The budget director
may Bake changes considered appropriatey including changes
in the priority listings of ﬁecision nackagese Acttivities
and programs that are zero-based budgeted may not have
duplicates in whole or in part in the preliminary budget but
so long as the distinctive features are retained may be made
a part ofs and treated as though a part ofs the preliminary
budjete and submission to the legislzture shall be as
specified in 79-1015.

SECTION TJe THERE IS A NENW ReleMe SECTION THAT READS
AS FOLLDAS:

Aearings by standing subcommittee and appropriations

subcommittee —-- recommendationse. (1) Hearings shall be
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conducted on zero—based tudgets of programs submitted
pursuant to section & by a committee composed of a
subcommittee of the standing committees and the subcommittee
of the appropriations committees in the substantive area of
tne projram as to be determined by the joint rulss ot the
legislature of tha state of Montanae.

{2) In addition teo making recommendations on the
budget to the appropriations committeer the committee shall:

{a) propose legislation terminating the frogram at
some specified time; or

{p) make recommendations 3s to waiver or nonwaiver of
reviesd pursuant to [section 7]; or

{c) botne

Section 8« There is a new ReCeMe section that reads as
follows:

teview of prograams. (1) The legislative audit committee
is responsible for having a review conducted of each progras
selected for Zero-based budgeting pursuant to [section 4]
JTHE_ XEYIEW MAY BE WAIVED ON RECOMMENDATION OF THZ COMMITTEE
COMPOSED OF THE SIANDING COMMITTEE AND _APPROPRIATIONS
SUBLOMMITIEEs The review shall be completed at least 3
months preceding the end of the biennium for which a
zaro->ased budget was submitted.

{(2) The review shall include a performance audit of

tne program and a thorough examination of the need for the
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progarime

{3) Upon completion of the reviews the legislative
audit committee shall make a report of the audit and the
racomnendations and submit a proposed bill for distribution
to the legisliators prior to the ensuing legislative sessione

{4) Nothing contzined in this act is intended to
preclude the legislative avdit committee from selecting any
ajencys Unity programs or activity for performance auditing
separate and apart from the performance audit prescribed by
this acte

Section 9« Section 43-1il13s ReCeMe 1947y is amended to
read as follows:

"43-1113« Powers and duties of the legisiative fipance
committees The committee may:

(1) Organire grganizes adopt vrules to govern its
procezdingss and meet as often as necessarys upon the call
of th2 chairmane to advise and consult with the leqgislative
fiscal analyst;

(2) €Empley employ the legislative fiscal analyst who
snall serve at the pleasure of and be responsible to the
committ2es and the committee shall set his salary;

{3} Exerevrse gxergise the investigatory powers of 3
standing committee under Title 43¢ chapter 4v-feteMw-134Ts]

4y _meet as often as necessarys upon the call of the

chairnan _of the legislative fipnance commjitiees to select
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progreams to be zero based pursuank to [section 4 of  this
aCL]e"

Section 10. Section 43-1114%y ReleMe 19475 is amended
to read as follows:

“43-111l4. Legislative fiscal analyst's dutiess The
legislative fiscal analyst shall:

(1) provide for fiscal analysis of state government
and accumulates compiley analyzes and furnish such
information bearing upon the financial matters of the state
that is relevant to issues of policy and questions of
statewxide importances includings but not limited tov
investigation and study of the possibilities of effecting
econony and efficiency in state government;

{2) €Eseimate estimate revenue from existing and
proposed taxes;

{3) +*Anatyre apalyze the executive budget and budget
raquests of selected state agencies and institutionss
including proposals for the construction of capital
improvenents;

{4) Make make the reports and recommendations he deems
consijers desirable to the legislature apnd tg the joint
legislative finance and legislative audit comsittee and make
reports and recommendations as requested by the Jlegislative
finance committee and the lagislature; and

(53) #ksst3t 2s55is5t commitiees of the legislaturer and
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ingivicual tegislatorsy in compiling and analyzing financial
infornmations®

Section lle Section 79-2305¢ ReleMe 1947¢ is amended
to read as folliows:

"79-23D05. Meetings of legislative audit commitizses (1)
The legislative audit committee shall meet as often as may
b2 necessarys during and between Jlegislative sessionss to
advise and consult with the Tegislative auditore.

{21 __Jhe commjktee _shall meet joinptly with the
legislative finance committee upon tbe call of the chairman
of tne legislative fipance gcommittees to select programs
pursuaont to [section. 4 of this act] to be 2ero-based
budgeteds Committee members shall be reimbursed from the
appropriation to the office of the legislative auditor for
their actual and nec2ssary expenses incurrad as 3 result of
interim meetingsy and paid compensation as provided by law
for interis standing committeese™

Section 12« Section 719-2312y ReCaMa 1947y i5 amended
to read as follows:

*79-2312. Recommendations of legislative auditore The
reports of the 1legislative auditor may include comments,s
recommendationsy and sugaestionss including suggestions _as
to__ gshich _ programs should be selected for zero-based
budgering and program performance evaluation but he shall

have no power to enforce them nor shall he otherwise

=11~ HB 86
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influznce or direct executive or legislative action.”

S5ection 13. Repealers Sections 7T9-1012.1s 79-1012e2y
ang 79-1012«5y ReleMa 1%47¢ are repealede

Section l4e Severabilitye If a part of this act is
invaliasy all valid parts that are severable from the invalid
part remain in effecte 1If a part of this act is invalig¢ in
one or more of its applicationse the part remains in effect
in atl wvalid applications that are severable from the
invalid applicationse

~-End-
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HOUSE BILL NOe. 86
INTRODUCED BY KIMBLEs UHDEs

VINCENTs HUENNEKENSy PALMERs FAGG

A BILL FOR AN ACT ENTITLED: "AN ACT TG PROVIDE FOR
ZERG-3ASED BUDGETING AND PROGRAM PERFORMANCE AUDITING AND
FUR S-LECTION OF PROGRAMS TO BE MADE BY A JOINT COMMITTEE
COMPOSED OF THE LEGISLATIVE FINANCE AND LEGISLATIVE AURIT
COMMITTEES; AMENDING SECTIONS 43-1113s 43-1114&s 79101243
79-2335s AND 7T9-2312+ ReleMe 1947; AND REPEALING SéCTIDﬁS

79-101241y T79-101242¢ AND 79-1012e59 ReleMe 1947."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section ls Purposee. The purpose of this act is to
creatz a budget system that rejects the assumption that a
program should continue merely because it exists and to
salectively require assessment by persons managing a program
of the projected impact of the program at various levels of
fundingy the ob jectives of the programs the specific future
objectives of the programs and reexamination of prograa
results in relationship to costs and cutcomes to determine
need for changes in stated progras goals and cbjectives; and
to SELECIIYELY require performance audits of programs
required to be zero-based budgeted.

Section 2. Definitionse As wused in this acty the
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following definitions apply:s

{1} "Agency®" means an offices positions commissions
committees boards department, institutions councily
divisions bureaus sections or any other entity or
instrumentality of the executive branch of state governmente.

{2} ™Decision package"™ means the most simple unit of
activity producing a specifice identifiable result and
representing one of a number of alternative combinations of
levels of costs and services for an activitye

(3) =intervention-sssumptions®-aecens TASSUMPTIONS™ ARE
MEANT _TOD_ INLLUDE those assumptions that relate program
expebditures to-production—of-the—itnterventiony—intervention
to outcome anticipatedy ocutcome anticipated to objectivess
and objective§ to impact on the probles addressed in goalsae

{4) “Effectiveness measures™ .-eans a criterion for
permitting estimation of the progress made toward attaining
the goals and objectives being soughts

{5) "Performance audit™ means an examination of the
effectiveness of administration and its efficiency and
adequacy in terms of the program of a state agency
authorized by 1law to be performed and the conformance of
expenditures with legislative intent in the appropriation of
fundse.

{6) “Priority listing" means a ranking of decision

HB 86
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{7} *Program™ weans a combination of resources and
activities designed to achieve an objective or objectivess
It includes activity of all state agencies or any function
thereof receiving state appropriated fundsy cash fundse
federal fundss or any other funds derived uader the
authority or by virtue of lawe

(8) ™“Program goals™ means a reflection of the state
constitutions statutes, and authoritative judicialey
legislatives and uiecutive decisions or pronouncementse

{9) ™Unit™ means an internal subdivision of an agencys
created by law or by administrative actions including a
divisions bureaus sectiones or departments and an agency
allocated to a department for administrative purposes only
by Fitle 82A.

{10) ®"Zero~-based budget® means a priority ranking of
all onrograms and activities in successively increasing
levels of performance and funding starting from zero or a
preselected level below the previous biennium's budget.

Section 3« Agency responsibility for programss goalss
objectivese (1} All state agencies or units of state
government shall by January ls 19T78:

{a) disaggregate all state activities for which they
have major responsibility into programs at a level of
organization capable of formulating a budget requests The

budget director shall assist whenever activities overlap in
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assigning major responsibility for activities and programs.

{b} identify program goals;

{c) delineate program objectives and measures of
effectiveness and set forthe clearly enough to be testeds
the l1ogic in the intervention assumptions.

{2) The functions delineated in subsection (1) shall
be performed as often as necessary to reflect changas in the
state constitutions Statutess or new authoritative judiciale
executives or legislative decisions or pronouncements
altering program goals.

Section 4. Programs selected for zero-based budgeting.
{1} A joint committee cowmposed of members of the legistative
finance committee and legislative audit coamittee shalls by
3"*7 APRIL t of the year preceding a biennial sessiony
select programs to be zero-based budgeted for the following
pienniums

{2) Requests of elected state officiéls and interim
committees are to be considered but are not binding upon the
commitiees

{3) By du¥y—t APRIL 10s the committee shall infora the
budget director and the heads of agencies and units
responsible fer the programs selected for Zero—based
budgetings

Section 5S¢ Section T9-101243y ReLeMe 1947y is amended

to read as follows:

-l HB Bé&
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"79-1012e3« Program Jero-hased budgete The biennial
zZero—based budget ender———this-———act shall include =
departwentet an analysis summarizing past and proposed
spending plans by for ithe program and the means of financing
the proposed plane Information presented shall include the
following:

{1) & a statement of deportmentat-and program goalss
ob jectivessy effectiveness measuress and-—-progream——size
+ndientors and infacvention assusptions;

{2) Av gt least three 33 alternative funding >levels
for each prograa with effectiveness measures and progrom
size-indicators intervention assusptions detailed for each
alternative funding Tevel jnsofar as they differ froa those
stated for subsection {lle ¥he—first—funding Funding Jeved
lewels shall be_ _sel by the budget directors the Jowest of
which may not exceed eighty-percent——{80%} of that level
authorized by the legislature for the present fiscal yeargas

{3) A-departmentat 3 priority 1listing of _decision
packages encompassing all alternative funding levels;

i) # 2 detailed narrative which shall include at
Teast:

{a) % a description of the kinds of activities carried
out or unusual technologies employed:;

(b} * 2 statement of key policies pursued;

(c) & 3 description of major external trends affecting
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the program;

(d) #n an evaluation of how effective the program has
been in the past and the apparent reasons for the level of
success attained;

{e) A a description of possible events that could
result in significant variations in the size, operationa or
effectiveness of the proaram;

{f) #An ap explanation of the rationale used in

determining the priority listinge;

" . i the ti 1 for t ! N £
alternatives;

(5) #etwst actual disbursements for the past two—42¥
fiscal yearses the estimated disbursements for the fiscal
year in progresss and the governcr'§ recommendations for the
ensuing biennium by program and disbursement category;

[6) & a statement containing further recommendations
of the jgovernor as appropriates”

Section 6. There is a new ReCeMe section that reads as
follows:

Submission of zero—based budgetsa {1) In the
preparation of a zero-based budget the budget director
shally—not-tater—than—duty-—t—in—the--year—-preceding—the
convening-—of-the-tegistaturer distribute to all agencies or

units having major responsibility for a program selected to
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be 2zero—based budgeted for the ensuing bienniums the proper
forss necessary for the preparation of budget estimatese
These forms shall be as prescribed by the budget director
and shall include the information requested in 79~1012+3 and
any additional information requested by the budget directore.

{2) The agency or unit having major responsibility for
a3 program selected for zZero-based budgeting shall} subamit by
September 1 of the year preceding the coavening of the
legislature the'infor-ation requested.

{3) Upon receipt of the informations the budget
director shall examine it and prepare a preliminary budget
for the ensuing biennium containing the information
requestad in 79-1012.3 for the governor. The budget director
may »sake changes considered appropriates including changes
in the priority listings of decision packagese Activities
and programs that are zero-based budgeted wmay not have
duplicates in whole or in part in the preliminary budget but
so long as the distinctive features are retained may be wade
a part ofs and treated as though a part ofy the preliminary
budgety and submission to the 1legislature shall be as
specified in 79~1015.

SECTION Je JTHERE IS A NEN ReCaMa SECTION THAT READS
A3 _FOLLOWS:

dearings by standing subcommittee and appropriations

subcommittee -~ recommendationses (1) Hearings shall be
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conducted on zero—based budgets of programs submitted
pursuant to section 6 by a committee composed of a
subconmitter of the standing cosmittee, and the subcommittee
of the appropriations committees in the substantive area of
the projram as to be determined by the joint rules of the
legisliature of the state of Montanae

{2) In addition to wmaking reco-nendétions on the
budget to the appropriations committees the committee shall:

{a) propose legislation terminating the program at
some specified time: or

{b} wmake recommendations as to waiver or nonwaiver of
revies pursuant to [section 7]; or

{c) bothe

Section 8« There is a new ReCeMe section that reads as
follows:

leview of programse {1) The legislative audit committee
is responsible for having a review conducted of eacir nrogram
selected for zero-based budgeting pursuant to [section 4].
IHE_  XEVIEW MAY BE HAIVED ON RECOMMENDATION OF THE COMMITIEE
COMPOSED OF THE STANDING COMMITIEE AND _APPROPRIATIONS
SUBCOMMITIEEs The review shall be completed ot least 3
months preceding the end of the biennium for which a
zero-based budget was submitted.

(2) The review shall include a performance auwdit of

the program and a thorough examination of the need for the
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programe

{3) Upon completion of the reviews the legislative
audit committee shall make a report of the audit and the
recomaendations and submit a proposed bill for distribution
to thz legislators prior to the ensuing legislative sessione.

{4) Nothing contained in this act is intended +to
preciude the legislative audit committee from selecting any
agencye units programs or activity for performance auditing
separate and apart from the performance audit prescribed by
this acte

Section 9. Section 43-1113y ReCeMes 1947+ is amended to
read as follows:

%43-1113. Powers and duties of the legislative finance
committeees The committee may:

(1} ergen+re gorganizes adopt rules to govern its
procesdingse and meet as oftem as necessarys upen the calil
of the chairmans to advise and consult with the legislative
fiscal analyst;

(2) €Emptoy employ the legislative fiscal analyst who
shall serve at the pleasure of and be responsible to the
comsittees and the committee shall set his satarysi

{3) Exereise gxercise the investigatory opowers of a

standing committee under Title 43¢ chapter 4v—RwtwMw—194Fwi

[4) meet as _often as necessarys upon the call of the
chajreane of the Jlegislative fipance committecs to select
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programs 1o be Zzero based pursuant to [section 4 of this
actla"

Section 10e Section 43-111%y ReCeMs 1947s is amended
to read as follows:

*43-11l14e Legislative fiscal analyst’s dutiese The
legisiative fiscal analyst shall:

(1} provide for fiscal analysis of state governmant
and accumulates compiles analyzes and furnish such
information bearing upon the financial matters of the state
that is relevant ¢to issues of policy and questions of
statewide importancey includings but not limited tow
investigation and study of the possibilities of effecting
economy and efficiency in state government;

(2) Estimate estimate revenue from existing and
proposed taxes; '

(3) #anatyre apnalyze the executive budget and budget
requests of selected state agencies and institutionse
including proposals far the construction of capital
improvements;

{4) Make make the reports and recommendations he deems
consijers desirable to the 1legislature and to the joint
legislakive fipance apd legislative audit committee and make
reports and recommendations as requested by the Jlegislative
finance committee and the leagislature; and

(5) Hest+st 3assist committees of the legislaturey anc
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individual legislatorsy in compiling and analyzing financial
infornations™

Section lle Section 79-2305¢ ReleMe 1947T¢ is amended
to read as follows:

%19-2305. Meetings of Jegislative audit committee. (1)
The Jegislative audit committee shall meet as often as may
be necessaryy during and between legislative sessionss - to

advise and consult with the legislative auditor.

budgateds Committee members shall be reimbursed from the
appropriation to the office of the legislative auditor for
their actual and necessary expenses incurred as 3 result of
tnterim meetingsy and paid compensation as provided by law
for interim standing committeess"

Section 1l2. Section 79-2312s ReCeMe 1947, is amended
to read as follows:

#79-2312« Recommendations of legislative auditore The
reports of the 1legislative auditor may include comments.
recommendationss and suggestionss jngluding suggestions _as
to _ ebich __prograss_ should pe selected for zero—pased
budgeciog and_program_performance eyaluation but he shall

nave no power to enforce them nor shall ha otherwise
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influence or direct executive or legislative action."

Section 13« Repealers Sections 7T9-1012ely 79-1012a2y
and 79-1012+5¢ ReleMe 1747y are repealedas

Section l4e Severabilitye If a part of this act is
invaligs all valid parts that are severable from the invalid
part remain in effecte If a part of this act is invalid in
one or more of its applicationss the part remains in effect
in 211 valid applications that are severable from the
invalid applications.

-&End-
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