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1 BILL FOR l! ACT ENTITLED: "AN ACT TO PROVIDE FOR 

ZERO-BASED BUDGETIIG AND PiOGRA! PERYOR"lNCE AUDITING lHD 

FOR SELECTION OF PBOGBA!S TO BE !&DE Bl A JOINT CO!!ITTEE 

CO!POSED OF TBE LEGISLATIVE FINANCE AND LEGISLATIVR AUDIT 

CO!!ITTEES; A!!EiiOUG SECTIONS 113-1 113, 43-11111, 79-1012. 3, 

79-2305, liD 79-2312, B.C.!. 1947; UO l!BPEALI!IG SECTIONS 

79-1012.1, 79-1012.2, liD 79-1012.5, R,C.!. 1947,n 

BE IT ENACTED BY THE LEGISLATURE OF THE STlTE OF !OJTlJA: 

Section 1. Purpose. The purpose of this act is to 

create a budget syste• that rejects tbe assu•ption that a 

progra• should continue •erely because it exists and to 

selectiYely require assess•ent bf persons •anaging a progra• 

of the projected i•pact of the program at Yarious leYels of 

funding, the objectives of the program, the specific future 

objectiYes of the progra•, and reeza•ination of progra• 

results in relationship to costs and ontco•es to deter•iue 

need for changes in stated prograa qoals and objectives; and 

to require perfor•ance audits of prog~a•s required to be 

zero-based budgeted. 

Section 2. Definitions. ls used in this act, the 

follovinq definitions apply: 

I N T R 0 D U C E D B I L. L 

2 

3 

4 

5 

6 

1 

8 

9 

10 

1 1 

12 

13 

111 

15 

16 

17 

18 

19 

20 

21 

22 

23 

211 

25 

LC 0189/01 

(1 1 •Age ncy" aeans an office, position, co••ission, 

co••ittee, board, depart•ent, ins ti tn tion, council, 

division, bureau, section, or any other entity or 

instruaentality of the executive branch of state govern•ent. 

(2) "Decision package• •eans tbe •ost si•ple unit of 

activity producing a specific, identifiable result and 

representing one of a nn•ber of alternative co•binations of 

levels of costs and services for an actiYity. 

(3) "lnterYention assn•ptions" weans those assn•ptions 

that relate progra• expenditures to production of the 

intervention, intervention to outco•e anticipated, outco•e 

anticipated to objectiYes, and objectives to i•pact on the 

proble• addressed in goals. 

(II) •Effectiveness •easures" •eans a criterion for 

per•itting esti•ation of the progress •ade toward attaining 

the goals and objectives being songbt. 

(5) "Perfor•ance audit" aeans an exa•ination of the 

effectiveness of ad•inistration and its efficiency and 

adequacy in ter•s of the progra• of a state agencr 

authorized by lav to be perfor•ed and the conformance of 

expenditures with legislative intent in the appropriation of 

funds. 

(6) "Priority listing" aeans a ranking of decision 

packages in order of i•portance. 

(7) "Prograa" means a coabination of resources and 
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activities designed to achieve an objactive or objectives. 

It includes activity of all state agencies or any function 

thereof receiving state appropriated funds, cash funds, 

federal funds, or any other funds derived under the 

authority or by virtue of lav. 

(8) •Prograa goals" •eans a reflection of the state 

constitatiou, statotes, and authoritative jadicial, 

legislative, and e•ecutive decisions or pronoance•ents. 

(9) •onit• .aans aa internal subdivision of an agency, 

created by lav or by adainistrative actioa. including a 

division, bureaa, section, or depart•ent, and an agency 

allecated to a depart•e•t for ad•inistrative purposes only 

by Title 82l. 

(10) •zero-based budget• aeans a priority rankiDg of 

all prograas and activities in successively increasiag 

levels of perforaance and fuading starting froa zero or a 

preselected level below the previous bienniaa•s budget. 

Section 3. Agency responsibility for prograas, goals, 

objectives. (1) 111 state agencies or uaits of state 

goveruaent shall by January 1, 1978; 

{a) disaggregate all state activities for which they 

have aajor responsibility into progra•s at a level of 

organization capable of foraulatinq a budget request. The 

budget director shall assist wnenewer activities overlap in 

assigning •ajor responsibility for activities and proqra•s. 
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(b) identify prograa goals; 

(c) delineate prograa objectives and aeasures of 

effectiveness and set forth, clearly enough to be tested, 

the logic in the intervention assuaptions. 

(2) The functions delineated in subsection (1) shall 

be perforaed as often as necessary to re£lect changes in the 

state constitution, statutes, or nev authoritative judicial, 

executive, or legislative decisions or pronounceaents 

alteriug prograa goals. 

Sectioa '· Prograas selected for zero-based badgeting. 

{1) I joint co••ittee coaposed of aeabers of tne legislative 

finance coaaittee and legislative audit coaaittee shall, bJ 

July 1 of the y~r preceding a biennial session, select 

progra•s to be zero-based budgeted for tbe following 

bien nina. 

(2) Bequests of elected state officials and ioteria 

coaaittees are to be considered but are not binding upon the 

coa•ittee. 

(3) BJ July 1, the coaaittee shall infora the budget 

director and the heads of agencies and units responsible for 

the prograas selected for zero-based budgeting. 

sectiou 5. Section 79-1012.3, a.c.a. 19i17, is aaended 

to read as follows: 

"79-1012.3. P!i'81JEa• Zeto-based badget. The bienni~l 

z.ero-based budget waieE ~hie as• shall include a 
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lepar\aea\al !A analrsis snaaarizing past and proposed 

spending plans ~ for the prograa and the aeans of financing 

the proposed plan. Inforaation presented shall include the 

following: 

(1) • ! stateaent of lep~E\aea\al aal prograa goal~ 

objectives, effectiveness aeasures~ aai pregraa siae 

~iieaters a@d intetventio~ assuaptions; 

(2) ~ A1 least three ~ alternative funding levels 

for each progra• with effectiveness aeasures and 

siaa ialiea\ers intervegtiop assuaptions detailed for each 

alternati.e funding level tuso(ar !~~~iffer ftoa those 

stated for sgbsectios (]). W~e fire\ faaliB! Pqndiaq ~ 

le:!~~ shall be se!:_EL.!~budget direc12£.._~_l~E_of 

which aay not e•ceed eig~ty peEaeat (80~ of that level 

authorized bJ the legislature for the present fiscal rear~L 

(3) l lep;u•taea\al ! priority listing of decision 

packages encoapassing all alternative funding levels; 

(4) • ! detailed narrative which sball include at 

least: 

(a) ~ ! description of the kinds of activities carried 

out or unusual technologies eaployed; 

(b) ~ s stateaent of key policies pursued; 

(c) • ! description of aajor external trends affecting 

the prograa; 

(d) A* ~ evaluation of hov effective the prograa has 
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been in the past and the apparent reasons for the leYel of 

success attained; 

(e) • ! description of possible events that could 

result in significant Yariations in the si~e, operation£ or 

effectiYeness of the prograa; 

(f) " !A explanation of the rationale used in 

deteraining the priority listin9T~ 

(g) an evaluation of alternative ways of achieving 

ol! tllcti1'9s __ a ad xa~-~tional~_(Q~ __ qQt __ caQQ~ng __ tbe 

altenat1ves; 

(5) ...... ~ disburseaents for the past ..._-t2t 

fiscal years, tbe estiaated disburseaents for the fiscal 

year in progress, and the governor's recoaaendations for the 

ensuing bienniua by prograa and disburseaent category; 

(6• ~ ! stateaent contaiaing further recoaaendatioas 

of the goYernor as appropriate.• 

section 6. There is a nev R.C.!. section that reads as 

follows: 

Subaission of zero-based budgets. ( 1) In the 

preparation of a zero-based budget the budget director 

shall, not later than July in the year preceding the 

convening of the legislature, distribute to all agencies or 

units having aajor responsibilitr for a progra• selected to 

be zero-based budgeted for the ensuing bienniua, the proper 

foras necessary for the preparation of budget estiaates. 
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These foras shall be as prescribed by tbe budget director 

and shall include the inforaation requested in 79-1012.3 and 

any additional inforaation requested by the budget director. 

(2) rhe agency or unit haYing aajor responsibility for 

a prograa selected for zero-based budgetiag shall subait by 

Septeaber 1 of the year preceding the conYening of the 

legislature the inforaation requested. 

(3) Upon receipt of the inforaation, the budget 

director shall exaaine it and prepare a preliainary budget 

for the ensuinq bienniua containinq the inforaation 

r~quested in 79-1012.3 for the goyernor. The budqet director 

aar aate changes considered appropriate, including changes 

in the priority listings of decision packages. lctiTities 

and prograas that are zero-based budgeted aay not haTe 

duplicates in whole or in part in the preliainary budget but 

so long as the distinctiYe features are retained aay be aade 

a part of, and treated as though a part of, the preliMinary 

budget, and subaission to the l~gislature shall be as 

specified in 79-1015. 

Section 7. There is a ne~ R.c.~. section that reads as 

follows: 

Ji:eyiew of prograas. 111 The legislatiYe audit coaaittee 

is responsible for baYing a review conducted of each prograa 

selected for zero-based budgeting pursuant to (section 4]. 

The reYiev shall be coapleted at least 3 aonths preceding 
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the end of the bieaniua for which a zero-based budget was 

subaitted. 

(2) rbe reyiew shall include a perforaance audit of 

the proqraa and a thorough exaaination of the need for tbe 

prograa. 

(3) Upon coapletion of the reYiev, the legislatiYe 

audit coaaittee shall aake a report of the audit and the 

recoaaendations and submit a proposed bill for distribution 

to the legislators prior to the ensuing legislatiYe session. 

(4) lathing contained in this act is intended to 

preclude the legislatiye audit coaaittee froa selecting any 

agency, unit, prograa, or activity for perforaance auditing 

sepa ... te and apart froa the performance audit prescribed by 

this act. 

Section B. Section qJ-1113, B.c.~. 1947, is aaend~d to 

read as follows: 

nqJ-1113. Po~ers and duties of the !~~!at!!£_t!~~Q£s 

coaaittee. The coaaittee aay: 

(1) 9'E~taaia a Q.UAnize, adopt rules to govern its 

proceedings, and aeet as often as necessary, upon the call 

of the cbair•an, to adyise and consult with the legislatiYe 

fiscal analyst: 

(2) ~ ~~ the legislatiYe fiscal analyst who 

shall serTe at the pleasure of and be respoasible to the 

coaaittee, and the coaaittee shall set his salary: 
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(3) ia&Ee:l.se e:r.ercis! the investigatory powers of a 

standing coaaittee under Title 43, chapter '• RoCoR• ~~ 

(Q) •eet as often as necess~on the call of the 

cb~aao o{ the legislative finance co••i11~ to select 

ll~aas to be_Jero based pgrsuant to r sectiop 4 of tlli§ 

act}. • 

Section 9, Section 43-1114, R.C,8. 1947, is aaended to 

read as follows: 

••3-111q, Legislative fiscal analyst's duties. ~he 

legislative fiscal analyst shall: 

111 provide for fiscal analysis of state governaeat 

and accuaulate, compile, analyze, aod furnish sue b. 

inforlation bearing upon the financial aatters of the state 

that is relevant to issues of policy and questions of 

statewide iaportance, includingT but aot liaited tOT 

investigation and stndJ of the possibilities of effecting 

econo•y and efficiency in state govern1ent; 

(2) l!el!i•a\e ruin~ revenue fro• existing and 

proposed ta:r.es; 

(3) ••alyae APalyze the executive budget and budget 

requests of selected state agencies and institutions, 

including proposals for the construction of capital 

iaproveaents; 

(4) ~ ~ the reports and recoaaendations he &ee.s 

£2~~i~~ desirable to the legislature and !Q_~oint 
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~~!!tiwe finance and legislative audit coaaittee and aake 

reports and recoaaendations as requested by the legislative 

finance coaaittee and the legislature; and 

{S) ~ assist co••ittees of the legislatureT aod 

individual legislatorBT in coapiling and analyzing financial 

inforaation." 

Section 10. Section 79-2305, B.C.!. 19~7, is a•ended 

to read as follows: 

"79-2305, !eetings of legislative audit coaaittee. l1l 

!be legislatiye audit coaaittee shall aeet as often as aay 

be necessary, during and betveen legislative sessions, to 

advise and consult with the legislative auditor, 

121 !he coaaittee shall --~~~!__jointly with the 

legislative finapce coaaittee upon the call of t~~ cbairaan 

of the legislative fipance coaaittee, te select proqra•s 

HJISDipt to [section 4 of t!is act) to be zero-based 

badgeted 1 Coaaittee •eabers shall be reiabnrsed fro• the 

appropriatioa to the office of the legislative auditor for 

their actual and necessary expenses incurred as a result of 

interia aeetings7 and paid co•pensation as provided by law 

for interi• standing coaaittees," 

Section 11. Section 79-2312, R.c.a. 19~7, is aaended 

to read as follows: 

"79-2312. Recoaaendations of legislative auditor, The 

reports of tbe legislative auditor aar include coaaents, 
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recoaaeadatioasA aad suggestions, iacladiaq suggestions ~ 

2 12 which proqtats sko•ld be selected for zero-base~ 

3 bgdq!tinq apd prograa perforaaage &Ytluation but he shall 

4 haye ao power to eaforce thea nor shall he other•ise 

5 influeace or direct eaecutiye or legislatiye action." 

6 Section 12. Repealer. Sectioas 79-1012.1, 79-1012.2. 

7 and 79-1012.5, a.c.a. 1947. are repealed. 

8 Sectioa 13. SeyerabilitJ. If a par~ of this act is 

9 inYalld. all Yalid parts that are seyerable froa the iaYalid 

10 part re .. iD in effect. If a part of this act is inYalid ia 

11 one or aore of its applications, the part reaains in effect 

12 ia all Yalid applicatioas that are seyerable froa the 

13 iaYalid applicatioas. 

-Bud-
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STATE OF MONTANA 
REQUEST NO. _l_S-_7_., __ 

FISCAL NOTE 

Form BD·l5 

In compliance with a written request re.:aived --~~!Y .. 1_0_. -~ , 19 ?.1___ , thP.re is hereby submitted a Fiscal Note 

for House Bill 86 pursuant to Chapter 53, La·111s of Montana, 1965 • Thirty·N!nth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature 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 Legislative Finance and Legislation Audit Committees. 

ASSUMPTIONS: 

1. The Joint Committee will meet once in each fiscal year of the 1978-79 biennium prior to the next legislative session. 
Committee members will be reimbursed for actual and necessary expc,nses incu·,ed as a reslllt· of interim meetings and 
will be paid compen,ation as provided by law for interim standing committees. 

2. The Joint Committee will designate, fc1r zero·hc1Sed 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. Agencie> designated for "zero .. based budgetin;.;" will hold th<t statu$ f'cr one bi\?nnium and will then return to the 

standard budgeting procedure. 
4. The role of the Office of the Legislative Fiscal Analyst will be advisory to th<~ 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 requirements posed by the existing seven program....J 

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 

Proposed Law 
Compensation 
Expenses 

Total expenditures under proposed law 

Expenditure under current law 

,. Increased expenditure under proposed law 

Office of Legislative Fiscal Analyst 

FY 78 

$ 640 
1,700 

$2,340 
__ o 

.;, 

$2,340 

FY 79 

$ 640 
1,700 

$2,340 
__ o 

$2,340 

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

... 
The Legislative Auditor has examined the proposed law and states: 
would ta'<e to meet the requirements that would be impo·;ed 
by House Bill 86." 

continued on oage 2. 

"unable to arrive at a meaningful estimate of what it 

Office of Budget and Program Planning 

Date: /· .,. ~77 



Page 2 
( --:ISCAL NOTE 
...-.ouse Bill $6 

REOUfST NO. 

FISCAL IMPACT: (continued) 

18-17 

Office of Budget ancf Prggram Pfanoing 

The proposed legislation will nat require additional staff or expense by the Office of Budget and Program Planning prov.ided 
the recommendeEt bud~l madtflcations in the 1978-79 Ex!Cutive Budget are approved. 

LOCAL IMPACT: 

None. 

LONG RANGE IMPACT: 

Indeterminate. 

TECHNICAL NOTES: 

1. The increased costs of implell'Utllting the pr~~ legi$hltion are largely contingent upon requifemenu for performaAce 
auditing by the legislative auditor. Revision and more detailed specification of audit requirements could substantiallY 
affect cost. 

2. H.B. 643 (Chapter 460, Session LIIWs of Montanjl) includes a provision for "a variance report for the im~i~te past 
fiscal year which shall det(lil variant:;et betwtMm expenditures, revenues, program size indle.ators, effectiveness ~asures 
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 legislation. 

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

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.~. : 
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 organiJ!;ational structure of the program to be 
reviewed. The 'ubsection would include a statement identifying the organizatiqnal 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 intttrnaUy and with other agencies or programs. 

6. OBPP recommends that Section 5, subaec<tion 15. be changed to read, "actual disbursements for the past fiscal year, 

.. 
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HOUSE BILL NOo 86 

Approved by Committee 
on State Administration 

INTRODUCED BY KIHBLEt UHDE, 

VINCENT, HUENNEKENS, PALMERo FAGG 

A BILL FOR AN ACT ENTITLED: *AN ACT TJ PROVIDE FO~ 

lERG-3ASED BUDGETING AND PROGRAM PERFORMANCE AUDITING AND 

fOR s~LECTION OF PROGRA/1S TO BE HADE BY A JOINT COMMITTEE 

COMPOSED OF THE LEGISLATIVE FINANCE AND LEGISLATIVE AUDIT 

C~HHITTEES; AMENDING SECTIONS 43-1113, 43-1I14t 79-1D12o3, 

79-23)~, AND 79-2312, RoCoHo 1947; AND REPEALING SECTIONS 

79-1012.1, 79-1012.2, AND 79-1012.5, RoCoMo I947.• 

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

Section 1. Purpose. The purpose of this act is to 

create a budget system that rejects the assumption that a 

progra~ snould continue merely because it exists and to 

selectively require assessment by persons managing a ?roqram 

of the projected impact of the pro~ram at various levels of 

funding, the objectives of the program, the specific future 

objectives of the pro9raa, and reexamination of program 

results in relationship to costs and outcomes to determine 

need for changes in stated program goals and objectives; and 

to ~LECIIYELY require performance audits of progr,ms 

required to be zero-based budgeted. 

Section 2. Definitions. As used in this 3ct, the 
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follo•ing definitions apply: 

(l) •Agency• means an office, position, commission, 

c.o~t~mitt~e, board, department, institution, counc i 1., 

division. bureau, section, or any other entity or 

instrumentality of the executive branch of state government. 

(2) •Decision package• Beans the most simple unit of 

activity producing a specific, identifiable result and 

representing one of a number of alternative combinations of 

levels of costs and services for an activity. 

(3) "+fti:e~Mt--<1~~-_..,., *ASSUMPTIONS• ARE 

~--lll__INCLUDE those assumptions that relate program 

expenditures ~-~ed~et+e~ef the i~terYe~~ienw •~~~+en 

to outcome anticipated, outcome anticipated to objectives, 

and 3bjectives 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. 

(~) •Performance audit• means an examination of the 

effectiveness of administration and its efficiency and 

adequacy in ter•s of the proqram of a state agency 

authorized by law to be performed and the conformance of 

e~penjitures with legislative intent in the appropriation of 

funds. 

(o) "Priority 1istinq• means a ranking of decision 

packa]es in order of im~ortance. 

-l- HB 86 
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{7) "Program• ~eans a combination of resources and 

activities designed to achieve an objective or objectives. 

It i~cludes activity of all state aaencies or any function 

thereof receiving state appropriated 

federal funds, or any other funds 

authority or by virtue of law. 

funds, cash funds, 

derived under the 

(B) "Program goats• means a reflection of the state 

constitution, statutes, and authoritative judicial, 

legislative, and executive decisions or pronounce~nts. 

(9} •unit• means an internal subdivision of an agency, 

created by law or by administrative action, including a 

division, bureau, section, or department, and an agency 

allocated to a departaent for administrative purposes only 

by Title 82A. 

(10) •zero-based budget• means a priority ranking of 

all ~rogra~s 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 programs, goals, 

objective9. (1) All state agencies or units of state 

government shall by January 1, 1978: 

(a) disaggregate all state activities for which they 

have major responsioil ity into programs at a level of 

organization capable of formulating a budget request. The 

budget director shall assist whenever activities overlap in 

-3- HB 86 
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assigning major responsibility for activities and programs. 

(b) identify program goals; 

(c) delineate program objectives and ~easures of 

effectiveness and set forth, clearly enough 

tne logic in the ~n~e~eft~~ assumptions. 

to t>e tested • 

(2) The functions delineated in subsection (1) sh311 

be performed as often as necessary to reflect chang~s in the 

state constitution, statutes, or new authoritative judicial, 

executive. or legislative decisions 

altering program ~oats. 

or pronouncements 

Section 4• Programs selected for zero-based budgeting. 

(1) A joint committee composed of •e•bers of the legislative 

finance co•mittee and legislative audit committee shall, by 

du+y ~ 1 of the year preceding a biennial session. 

select programs to be zero-based budgeted for the following 

bieaniu~. 

(2) Requests of elected state officials and interim 

committees are to be considered but are not binding upon the 

comMittee. 

(3) By d~+y-~ A~-1Q• the committee shall inform the 

bud9et director and the heads of agencies and units 

resoo~sible for the programs selected 

oudgeting. 

for zero-based 

~ection 5. Section 79-1012.3o R.c.M. 1947o is amended 

to re~d as follows: 
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•79-1012.3. P~e~~ zero-based budget. The biennial 

zerp=oased budget Hftd~- thi~ ftet shall include e 

ri~p~~tmente+ an analysis sumsarizing past and proposed 

spending plans &y ~he program and the means of financing 

the proposed plan. Information presented shall include the 

f~llo•ing: 

Ill A~ statement of ~~eeftte+-eftd program ~ 

objectives. effectilfeness measur-es..s. <tM-~--~He 

+mHe...t-o:t llD.d ~tm:±m1 .ilUUI!ptjons; 

{2) *t ~ least three f't alternative fundin1 levels 

for each progra• with effectiveness measures 3nd ~~m 

,.~e-+ftd+ee~o:t tnternM±m ~~ detailed for each 

alternative funding level jnspfar ~bey .differ from those 

.S.Ut.i::l for sybsectjpn (ll• Hte-++~-t-hftd+ftq Eyndjng hl~ 

l~~S shall ~~t by tbe~i_.dl~or• the lowest of 

.tul.i...tl...JDU not exceed ~-r-p~t--t80%t of th3t level 

autnorind by the legislature for the present fiscal year1" ... 

(3) A-d~~ente+ ~ oriority listing ~.decision 

~~~~ encoDpassing all alternative funding levels; 

(4) * .a detailed narrative which shall include at 

least: 

(a) * R description of the kinds of activities carried 

out or unusual technologies employed; 

(o) A R statement of key policies pursued; 

(c) A~ description of major external trends affectin~ 
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the program; 

(d) *" an evaluation of how effective the program bas 

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 size. operatio~ or 

effectiveness of the program; 

(f) *" an explanation of the ~atiooale used in 

determining the priority listiog.i 

~ll____CU}.yatjpn of alternatjye waxs gf acbjeyjng 

~tjyes and the_ ratjgnale for not cbposing the 

.ii.llw:Mt.i.Ye.U 

(5) *etas+ ~ual disbursements for the past tvc-t2t 

fiscal years. the estimated disburse~nts for the fiscal 

year in progress. and the governor's recommendations for the 

ens~in9 biennium by program and disbursement category; 

(6) A .a statement containing further recommendations 

of the )overnor as appropriate.• 

Section 6, There is a new R.c.~. section that reads as 

follo,.s: 

;,u bmi ss ion of zero-based budgets. ( 11 In the 

preparation of a zero-based budget the budget director 

shally-ne~-+a~~-~han~Hfy--~--~--the---reer--p~e~d+ng--th~ 

eenYen+n~--e+-t~-+~~+,.+etH~y distribute to all 3gencies or 

units having major responsibility for a proqram selected to 

-=-- HB 86 
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be z=ro-based budgeted for the ensuing biennium, the proper 

forms necessary for the preparation of budget estim3tes. 

These forms shall be as prescribed by the budget director 

and snail include the information requested in 79-1012.3 and 

any ajditional information requested by the budget director. 

(2) The agency or unit having major resoonsibility for 

a pro)ram selected for zero-b3sed budgeting shall submit by 

Septe~ber 1 of the year preceding the convening of the 

legislature the information requested. 

(3) Upon receipt of the information, the budget 

dorector shall examine it and prepare a preliminary budget 

for the ensuing biennium containing the information 

requested in 79-1012.3 for the governor. The budget director 

may ~ke changes considered appropriate, includinq changes 

in the priority listings of decision packages. Activities 

and programs that ar~ 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 of, and treated as though a part of, the preliminary 

budJeto and submission to the legisl3ture shall oe as 

specified in 79-1015. 

S£UION 7o THE&L~~A..!iflL&...C...IiL SECTION THAI il,EADS 

.&:i.._fi!U.Q.ltll 

~earings by standing subcommittee and appropriations 

subco•mittee -- recommendations. (1) Hearings shall be 
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condu:t~d on ze~o-based budgets of p~ograms submitted 

oursu~nt to section 6 by a co•mittee composed of a 

s~bco~mittee of the standing co~~ittee, and the subcommittee 

of trae appropriations committee, in the substantive area of 

the pro]ram as to be determined by the joint rules ot the 

legislature of th~ state of Montana. 

(~) In addition to making recom~endations on the 

budget to the approp~iations committee, the committee shall: 

(a) propose legislation terminating the erogram at 

some specified time; or 

(b) make recommendations as to waiver or non~aiver of 

revie• pursuant to [section 7]; or 

(c) both. 

Section a. There is a new R.C.Mo section that reads as 

folloo~s: 

~eview of progra~s. (1) The legislative audit committee 

is responsible for having a review conducted of each oroqra• 

selected for zero-based budgeting pursuant to [section 4J. 

Itl£--~~ MAY BE W.&~~_QH_&ftDKMENDATION Of TH~ COHHITTEf 

kOl1ellllD Of THE iloYilll~I:..DMMUTEf AND --A.U&De.&I.Al..l.W:Ii 

~~~MIITEE. The review shall be completed at least 3 

months preceding the end of the biennium for which a 

zero-~ased budget was submitted. 

(Z) The review shall include a performance audit of 

tne program and a thorough examination of the neej for the 
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progr3m. 

(3) Upon completion of the review, the legislative 

audit committee shall make a report of the audit and the 

r~comnendations and submit a proposed bill for distribution 

to th? legislators prior to the ensuing legislative session. 

(4) Nothing contained in this act is intended to 

preclJde the legislative audit committee from selecting any 

a1enct• unit. program, or activ-ity for performance auditing 

separate and apart fro~ the performance audit prescribed by 

this act. 

Section 9. Section 43-1113, R.c.K. 1947• is amended to 

read as follows: 

"41-1113. Powers and duties of the legjslatjve finance 

com~ittee. The co•mittee may: 

(1) Srgaft~e 2~~· adopt rules to govern its 

proceedings, and meet as often as necessary, upon the call 

of th~ chdirman, to advise and consult with the legislative 

fiscal analyst; 

(2) Emp+oy ~Q¥ the legislative fiscal analyst who 

snall serve at the pleasure of and be responsible to the 

committ2e, and the committee shall set his salary; 

(3) Exe~e~~e ~~~~ the investigatory powers of a 

standing co111mittee under Title 43• chapter 4..--~C.!'+w-i:94.h.i 

~L__meJ:L....lJi--'llii:D.....SIL!lJlCessaryo upon the cal.l_Q..[_~ 

:t.lliliJ::~[L...JlL_j;_~_lgW.tl>ttilte____fi_n~WDmi ttee, to~I!U. 
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~Ul\U.~to be zeuL.b~~!i.l.hlllt. to [sect i pn 4 of th j s 

iltl.lt. .. 

Section 10. Section 43-1114, R.c.~. 1947• is amended 

to read as follows: 

"43-1114. Legislative fiscal analyst's duties. The 

legislative fiscal analyst shall: 

(1) provide for fiscal analysis of state government 

and accumulate, compile, analyze, and furnish such 

infor~ation bearing upon the financial matters of the state 

that is relevant to issues of policy and questions of 

state•ide importance, including~ but not limited toy 

investigation and study of the possibilities of effecting 

econoBy and efficiency in state government; 

(2) E~~~wrete ~t.i.llat& revenue 

proposed taxes; 

(3) *"«~y~e Rnili¥~ the executive 

requests of selected state agencies 

from existing and 

budget 3nd budget 

and institutions. 

incluJing proposals f~r the 

j 11prove~11ents; 

construction of capital 

(4) M~e ma~ the reports and recommend3tions he ~ 

:t.~~~ desirable to the legislature il.Dd tp the jojot 

l~U~l.:iliiti!llL.fl.oilJl~;&....aWLl~J...a.t..Ug....awiil comi!lj tt~ and m.'<ke 

reports and recommendations as requested by the legislative 

finance committee and the legislature; and 

(Sl •~~+~~ R~l.:it committees of the legislatureT and 
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indiviaual leqislatorsy in compiling and analyzing financial 

information.• 

S~ction 11. Section 79-2305, R.c.M. 1~47t is amended 

to re3d as follows: 

•79-2305. Meetings Q.f~illl~wiil....t.QllliJI.illa.e.• .Lll 

The le~~atjye audii committee shall Meet ~soften as may 

o~ ne:essary. during and between legislative sessions, to 

advise and consult with the legislative auditor. 

(21 The CQ!BJ[!iU.!!i:_~Jlall meet jpjntly wjth tbe 

~lgtjye finance com•ittee upon the call_gf_tbe cbajrman 

11 ~f__Loe Jegjsl~~_finance committee. to select programs 

12 pyrsuant to [section 4 of this act) to be zero=based 

13 ~~Q. Co~ittee members shall be reimbursed fro• the 

14 appropriation to the office of the legisl3tive auditor for 

1~ their actual and necessary expenses incurred as 3 result of 

16 interi• eeetingsy and paid compensation as provided DY law 

11 for interim standing committees.• 

18 Section 12. Section 79-2312, R.C.M. 1947• is amended 

19 to re3d as follows: 

20 •79-2312. Recommendations of legislative auditor. The 

21 reports of the legislative auditor may include coRments, 

22 recomoendations~ and suqqestions, jocludj~ suggestjgos as 

23 JaL_Jt.tlll;h...._J~LQgLilll!i_~Wl.l..l1-D.!L_SJt!.ected far zer o=ba sed 

24 .ll~ti~U;:...allil...llL.QW:iilli..Jl:eLformaoce eyaluatioo but he shall 

25 have no power to enforce them nor sh~ll he otherwise 
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influ~nce or di~ect executive or legislative action.• 

Section 13. Repealer. Sections 79-1012.1, 79-1012.2, 

ana 7~-1012.5, R.C.M. 1947o are repealed. 

5ection 14o Severability. If a part of this act is 

inv~lio 9 all valid parts that are severable from th? invalid 

part remain in effect. If a part of this act_ is invalid in 

one ~r ~ore of its applications, the part remains in effect 

in all valid applications that are severable from the 

invalid applications. 

-End-
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HOUSE BILL NO. 86 

INTRODUCED BY KlMBLEt UHDEt 

VINCENTt HUENNEKENS, PALMER, FAGG 

A BILL FOR AN ACT ENTITLED: •AN ACT TO PROVIDE FOR 

ZERD-3ASED BUOGETI~G AND PROGRAM PERFORMANCE AUDITING AND 

fUR ~oLECTION OF PROGRA~S TO BE ~AOE BY A JOINT COMMITTEE 

COMPOSED OF THE LEGISLATIVE "FINANCE AND LEGISLATIVE AUDIT 

COMMITTEES; AMENDING SECTIONS 43-1113t 43-1114t 79-1012.3t 

79-Z305t AND 79-2312, R.t.M. 191t7i AND REPEALING SECTIONS 

79-1012e1t 79-1D12e2t AND 79-1012e5t R.t.M. 19~1.• 

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

Section 1. Purpose. The purpose of thts act is to 

create a budget syste• that rejects the assumption that a 

program should continue merely because it exists and to 

selectively require assessaent by persons Managing a progra• 

of the projected impact of the program at various levels of 

funding, the objectives of the program, the specific future 

objectives of the pragramo and reexamination of program 

results in relationship to costs and outcomes to determinP. 

need for changes in stated progra• goals and objectives; and 

to SELECTIVELY require performance audits of progr3ms 

required to be zero-based budgeted. 

Section z. Definitions. As used in this act, the 
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following definitions apply: 

(lt •Agency• means an office, position, co .. ission, 

co11mi ttee, 

division, 

board, 

bureau, 

departllent, 

section, 

institution, council, 

or any other entity or 

instrumentality of the executive branch of state governaent:. 

(2) •Decision p~ckage• means the most: simple unit of 

activity producing a specific, identifiable result and 

representing one of a nu11ber of alternative combinations of 

levels of costs and services for an activity. 

(3) •ift .. r~en~ian ass6•P~iens• aeans •ASSUMPJIQNS• ARE 

ftEANI TO IN£LUDf those assumptions that relate progra• 

expenditures ~ pred6e~*en-of ~he interoen~ionw in~eraen~ion 

to outco•e anticipated, outcome anticipated to objectives, 

and ~bjectives to i~act: on the proble• addressed in goals. 

(4) •Effectiveness .aasures• •eans a criterion for 

permitting estimation of the progress made toward attaining 

the goals and objectives being sought:. 

(51 •Performance audit• means an exa•ination of the 

effectiveness of adllinistration and its efficiency and 

adequacy in teras of the progra• of a state agency 

authorized by law to be performed and the conformance of 

e•pen1itures with legislative intent in the appropriation of 

funds. 

(b) •Priority listing• means a ranking of decision 

packages in order of importance. 

Hf3 8' 
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(7) •Progra.• ~ans a co•bination of resources and 

activities designed to achieve an objective or objectives. 

It ;.,eludes activity of all state aqencies or any function 

thereof receiving state appropriated funds, cash funds• 

federal funds. or any other funds derived under the 

authority or by virtue of law. 

(8) •Program goals• .sans a reflection of the state 

constitution. statutes, and authoritative judicial• 

legislative, and executive decisions or pronouncements. 

{9) ·~nit• .. ans an internal subdivision of an agency, 

created by law or by ad•inistrative action, including a 

division, bureau. section, or departaent, 

allocated to a depart .. nt for aO.inistrative 

by Title 82A. 

and an agency 

purposes on 1 y 

(IOJ •zero-based budget• .. ans a priority ranking of 

all orograas and activities in successively increasing 

levels of performance and funding starting fro• zero or a 

preselected level below the previous biennium's budget. 

Section 3• Agency responsi.bil ity for progra-. goals, 

objectives. (1) All state agencies or units of state 

goverBaent shall by January It 1978: 

(a) disaggregate all state activities for which they 

have •ajor responsibility into progra•s at a level of 

organization capable of foraulating a budget request. The 

budget director shall assist whenever activities overlap in 

-3- HB 86 

1 

2 

3 

It 

s 

b 

7 

8 

9 

10 

11 

12 

13 

a 

15 

1& 

11 

18 

19 

20 

21 

22 

23 

Zit 

25 

HB Oo&6/&2 

assigning major responsibility for activities and programs. 

(b) identify program goals; 

(c) delineate program objectives and measures of 

effectiveness and set forth• clearly enough to be tested• 

tile logic in the i-ftioet"Yeft~ert assu•ptions. 

{2) The functions delineated in subsection {1) shall 

be performed as often as necessary to reflect chang3s in the 

state constitution, statutes, or new authoritative judicial, 

executive, or legislative decisions or pronouncements 

altering program goals. 

Section 4• Progra•s selected for zero-based budgeting. 

(1) A joint c011•ittee c011posed of -•bers of the legislative 

finance co .. ittee and legislative audit coamittee shall, by 

.ttt+y AfU.L. 1 of the year precedi.ng a biennial session, 

select programs to be zero-based budgeted for the follo~ing 

bienniu..-. 

(21 Requests of elected state officials and interi~ 

committees are to be considered but are not binding upon the 

committee. 

{3) By ua+y-~ APRIL 10, the coamittee shall inform the 

budget director and the heads of agencies and units 

respoAsible for the prograes selected for zero-based 

budgettng. 

Section s. Section 79-l012.3y R.t.M. 1947, is amended 

to read as follows: 

-4- HB 86 
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•79-1012.3. P~o~a. Zero-based budget. The biennial 

lerp=based budget Uftd~ ~his -~ shall include o 

de~~e~e+ 4Q analysis summarizing past and proposed 

spending plans by fnc the program and the means of financing 

the ~reposed plan. Information presented shall include the 

follo~ing: 

(1) A~ statement of dep~~~s+-ond program ~~ 

objectives, effectiveness lieasures.£ -ettd-prot:~rem --H!e 

~fttli-estoors and. fnftryttftttm assiii!Pt.ioos; 

(2) ~to at least three ~ alternative funding levels 

for each progra• with effectiveness .aasures 3nd p•~•o• 

s-Pre-+ntl+~ iDMttn:n1:teft assumpt,joos detailed for eacn 

alternative funding level jnso(ar as t.ber djffer frqm those 

~d tor subsect.i on UJ • the fi rsto flll'lclift~ Funding 4-ewe-1-

~i shall ~t. by the budget djre,tor• the loweit. of 

~_mal not exceed e+ghtoy-p~~-tBD't of that level 

authorized by the legislature for the present fisc~l year~. 

(3) A-dep~toe~ ~ priority listing of deci$iPD 

~~~$ encoapassing all alternative funding levels; 

(It) A a detailed narrative which shall include at 

1 east: 

(a) ~ £ description of the kinds of activities carried 

out or unusual technologies employed; 

(b) A~ statement of key policies pursued; 

(c) A~ description of major external trends affecting 
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the proJram; 

(dl An an evaluation of how effective the program has 

been in the past and the apparent reasons for the level of 

success attained; 

(e) A~ description of possible events that could 

result in significant variations in the size, operatio01 or 

effectiveness of the program; 

(f) Aft 40 explanation of the 

deter•ining·the priority listing.£ 

rationale used in 

lgJ an pya)uation qf alteroatiye ways of achigyfpg 

ob ject,jye$ aod t.ba r;rti011a)e fgr · not cbopsiOQ th• 

alteroa~ 

(5) ~ ~~1 disbursaaents for the past two-tZt 

fiscal years, the estimated disbursements for the fiscal 

year in progress, and the governor•s reco .. endations for the 

ensuing biennium by program and disbursement category; 

(6) A ~ stateeent containing further reco.mendations 

of the governor as appropriate.• 

Section 6. There is a new R.C.H. section that reads as 

follo11s: 

Submission of zero-based budgets. (1) In the 

pre?aration of a zero-based budget the budget director 

shally-fte~-+etoer-~ft-du~y--+--+n--~e--yeor-~d+~--tohe 

eonven~~--o~~he-~e~+s~e~re. distribute to all ~gencies or 

units having major responsibility for a program selected to 

-6- HB 86 
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be zero-based budgeted for the ensuing bienniua, the proper 

foras necessary for the preparation of budget esti•ates. 

These forms shall be as prescribed by the budget director 

and shall include the inforaation requested in 79-1012.3 and 

any additional inforaation requested by the budget director. 

(2) The agency or unit having aajor responsibility for 

a prograa selected for zero-based budgeting shall sub•it by 

SepteMber 1 of the year preceding the convening of the 

legislature the infor .. tion requested. 

(3) Upon receipt of the inforaatlonw the budget 

director shall exaaine it and prepare a preliainary budget 

for the ensuing bienniua containing the infor8iltion 

requested in 79-1012.3 for the governor. The budget director 

aay :aake changes considered aPPropriate, including changes 

in the priority listings of decision 

and ~rograas that are zero-based 

packages. Activities 

budgeted •~Y not have 

duplicates in whole or in part in the preliainary budget but 

so long as the distinctive features are retained nay be aade 

a part of, and treated as though a part of, the preliainary 

budget, and subaission to the legislature shall be as 

specified in 79-1015. 

ifkTIQN I. THEBE IS A NEW &.t.M. SECTION THAT READS 

AS FQLiDWS; 

~earlngs by standing subcoMmittee and appropriations 

subco~mittee -- reco .. endations. (1) Hearings shall be 

-1- HS 86 
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conducted on zero-based budgets of programs subaitted 

pursuant to section 6 by a coaaittee coaposed of a 

subco~mittee of the standing co•mittee, and the subcoMmittee 

of tae appropriations coamitteeo in the substantive area of 

the prograa as to be determined by the joint rules of the 

legislature o£ the state of Montana. 

(£) In addition to aaking recoa•endations on the 

budget to the appropriations committee, the coaaittee shall: 

(a) propose legislation terminating the program at 

some specified tiae; or 

{b) aake recoaaendations as to waiver or nonwaiver of 

revie~ pursuant to [section 7]; or 

(c) both. 

Section a. There Is a new R.~.H. section that reads as 

follows: 

leview of progra~s. (1) The legislative audit committee 

is responsible for having a review conducted of each oroqra• 

selected for zero-based budgeting pursuant to [section 4]• 

~ $EVIEW MAX BE HA~fn QN REcDMMENDATIQN Qf THE CQMHITIEE 

~IUII!U~P Of THE liMIIUWl_!;L)Bf!UIEE AND ..Aff&DPRIAIIO!:i.S. 

~uakO~fa The review shall be completed at least 3 

months preceding the end of the biennium for which a 

zero-~ased budget was submitted. 

(2) The review shall include a performance audit of 

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

(3) Upon completion of the reviewo 

audit com~ittee shall make a report of the 

HB 0086/02 

the legislative 

audit and the 

recoaGendations and submit a proposed bill for distribution 

to th> legislators prior to the ensuing legislative session. 

l4l Nothing contained in this act is intended to 

precl~de the legislative audit committee from selecting any 

agency. unito proqram, or activ-ity for performance auditing 

separate and apart froa the performance audit prescribed by 

this act. 

~ection 9. ~ection 43-1113, R.c.M. 1947, is aaended to 

read as follows: 

•43-1113· Powers and duties of the Jegjslatjvg finance 

committee. The coaaittee may: 

(1) er~an~e ~~~ adopt rules to govern its 

proceedings• and meet as often as necessary, upon the call 

of th2 chairman, to advise and consult with the legislative 

fiscal analyst; 

(2) Emp+ay emplQ¥ the legislative fiscal analyst who 

shall serve at the pleasure of and be responsible to tha 

committee, and the committee shall set his salary; 

{31 ~e~e~e ~eL~~ the investigatory powers of a 

standing ca.aittee under Title 43, chapter 4y-*-rwMw-+~~ 

liL~~~!Ul....ali.Jl!lcessacy. upon the call_2[__1l)j; 

£.1laiLtiln... of the 1 eg.i:alat.llt.e.__fjlJance comm j ttee. to select 
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Jl r og rams ULl;:ll-Lei:.ILll.~~J,J.UW41U-t.a_Uect j on 4 J)f th j s 

<tt.t..l£. 

Section 10. Section 43-111"' R.c.~. 1947, is a•ended 

to read as follows: 

•43-1114. Legislative fiscal analyst•s duties. The 

legislative fiscal analyst shall: 

(1) provide for fiscal analysis of state governmant 

and accumulate, coapile, analyze, and furnish such 

inforDation bearing upon the financial matters of the state 

that is relevant to issues of policy and questions of 

statewide importance, including, but not liaited tOY 

investigation and study of the possibilities of effecting 

economy and efficiency in state government; 

[2) E~+JIIft'te tit..i.alaU revenue from existing and 

proposed taxes; 

(3) Ana+y~ .illl.ilUillil the executive budget and budget 

requests of selected state agencies and institutions, 

including proposals f~r the 

improvements; 

construction of capital 

(4) ~e ma~ the reports and recommendations he seems 

~~~ desirable to the legislature and to the jojnt 

le.gi.:iLlti~Jillm....awL.l~latin audit commjtt~ and make 

reports and recommendations as requested by the legislative 

finance committee and the legislature; and 

(S) A~s+~t <t~~t committees of the legislatureT and 
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individual legislators• in compiling and analyzing financial 

infora1ation.• 

s~ction 11. Section 79-2305• R.c.M. 1947• is amended 

to re3d as follows: 

•79-2305. Meetings ~jslatjye a~ commjtt~. Lll 

The legislative audit committee shall ~t as often as may 

be ne~essary, during and between legislative sessions, to 

advise and consult with the legislative auditor. 

(Zl The co••it.t.Jle sbaJJ 111tet. Jointly wjt.h t;be 

Jegislatjve fjnan,e cgwajtt•e uppn the call of the cb§jrpan 

.AL.J.be tesjslatiye finance cowitt•e• to glm:t prggriJIIS 

purwant- t:.o [sact.ion 4 of tbifi act.) t;o be zgro=ba58d 

budgeted& Co..lttee members shall be reimbursed fro• the 

appropriation to the office of the legislative auditor for 

15 their actual and necessary expenses incurred as 3 result of 

lb intgrim Meetingsy and paid compensation as nrovided by Jaw 

11 for interim standing committees." 

18 Section 12. Section 79-2312o R.c.M. 19\lo is amended 

19 to read as follows: 

.£0 

21 

22 

•79-2312. Recom•endations of legislative auditor. The 

reports of the legislative auditor may include coementso 

recomaendations£ and suggestions, including suggestigos as 

23 J;SL_.ctl:il.s;b__JIL.Q.gLil!.ti_~i.lHW}jL_b:a_Ji.§lect;ed for Z!Up=-hased 

24 ~~~ng_and ~rogram performance evaluation but he shall 

25 nave no power to enforce them nor shall h~ otherwise 
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influence or direct executive or legislative action.• 

Section 13. Repealer. Sections 79-1012·1• 79-1012·2• 

ano 1~-1012.59 R.C.M. 19\7• are repealed. 

Section 14. Severability. If a part of this act is 

invalia, all valid parts that are severable fro• the invalid 

part re•ain in effect. If a part of this act is invalid in 

one ~r •ore of its applications, the part remains in effect 

in a11 va~id applications that are severable fr~ the 

invalid applications. 

-End-
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