
February 8, 1979 

HOUSE BILL 657 

IN THE HOUSE 

Introduced and referred to Committee 
on State Administration. 
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INTRODUCED BY 

J~ 
A Bill FOR AN ACT ENTITLED: •AN ACT TO PROVIDE FOR 

lfRO-BASED BUOGETI~G AND PROGRAM PERFORMANCE AUDITING AND 

FOR SELECTION OF PROGRAMS TO eE HADE eY A JOINT COMMITTEE 

COMPOSE3 OF THE LEGISLATIVE FINANCE AND LEGISLATIVE AUDIT 

COMMITTEES; AMENDING SECTIONS 5-12-205, 5-12-302, 5-13-203, 

5-13-307. AND 17-7-105. MCA; AND REPEALING SECTIONS 

17-7-102, 17-7-104, AND 17-7-106, MCA.• 

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

~ SECTION. Section 1. Purpose. The purpose of (this 

act] is to create a budget system that rejects the 

assumption that a progra111 should continue 11erely because it 

exists and to selectively require assess~ent by person~ 

tro<~nagin·l " pro·~ru• of the projected ioapact of the progra,. .1t 

various levels of funding, the objectives of the progra•• 

th~ specific future objectives of the progra•• and 

reexamination of proqram results in relationship to costs 

dnd outcomes to determine neerl for changes in statec pro1ram 

goals and objectives; and to require performance audits of 

programs required to be zero-based budgeted. 

~ SEC.Tlll'J. Section ?. Definitions. As used in [ thi ~ 

act]• the following definitions apply: 
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LC 1842/01 

(l~ •Agency• .aans an office, position, co .. lssionw 

co-i tteeo board, depart.ento institution, council, 

divi~lon, bureau. section, or any other entity or 

instrumentality of the executive branch of state gowern.ant • 

(Zt •Decision packaqe• .aans the ~i•plest unit of 

activity producin~ a specific, identifiable result and 

representinq one of a nuaber of alternative coabinations of 

levels of costs and services for an activity. 

(3~ •Intervention assu~tions• .eans those assueptlons 

that relate proqrae expenditures to production of the 

intervention, intervention to outcoae anticipated, outco.e 

anticipated to objectives, and objective~ to l•pact on the 

proble• addressed in goals. 

(4) •Effectivenes~ aeasure• means a criterion for 

per•itting e~ti.ation of the progress •ade toward attaining 

the goals and objectives being sou9ht. 

(5J •Performance audit• •eans an exa•ination of thE 

effectiveness of ad•inlstration and its efficiency and 

adequacy in ter•s of the progra~ of a state agency 

aUthorized bY law to be performed and the conformance of 

eKpenditures with le~isl~tive intent In the appropriation of 

funds. 

(6~ •Priority listing• ~~eans a ranking of decision 

packages in order of icportance. 

171 •Program• eeans a coabination of resources and 
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activities designed to achieve an objective or objectives. 

It includes activity of all state agencies or any function 

thereof receiving state-appropriated fundso cash fundso 

federal funds, or any other funds derived under the 

authority or by virtue of law. 

(Bt •Progra. goals• ~ans a reflection of 

corut i tut i ono statutes, and authoritative 

the state 

judicial. 

legislative. and executive decisions or pronouncewents. 

(9) •Unit• .aans an Internal subdivision of an agencyo 

created by law or by aO.Inlstrative action. Including a 

d~vislon• bureau, sectiono or depart~nt. and an agency 

all~~ated to a departwent for ad•lnistratlve purposes only 

by Title Zo chapter 15. 

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

all progra~ and activities in successively lncreasinq 

levels of perforeance and fundlnq starting froe zero or a 

preselected level below the previous blanniu••s budget. 

MEN SEtTIQN. Section 3. Agency responsibility for 

prograeso goalso objectives. (1) All state agencies or units 

of state qoverneent shall by January lo 1980: 

(a) disaggregate all state activities for which they 

have eajor responsibility Into progra•s at a level of 

organization capable of foraulating a budget request• The 

budget diractor shall assist whenever activities overlap in 

assigning aajor responsibility for activities and progra•s; 
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(b) ider.~ify progra. goals; 

(c) delineate progra~ objectives and measures of 

yff~ctiven~s~ ~nd set fortho clearly ~nouqh to be tested, 

the loqic in the intervention ASSUIItptions. 

(Z) The functions delineated in subsection {l) shall 

oe performed as often as necessary to reflect changes in th~ 

st.te constitution, statutes. orne~ authoritative judicialo 

executive, or legislative decisions or pronouncements 

altPring progra• goals. 

NEW SECTIQN. Section 4• Programs selected for 

zero-based budgeting. (1) A joint co•mittee composed of 

&>·cllbers of ttw legislative financE> co111111ittee and legislative 

audit co .. ittee shall, by July 1 of the year preceding ~ 

biennial s.ess ion, select progra11s to be zero-based budgete--:1 

for the following biennium. 

(2) Requests of elected state officials and interim 

co11m i ttees are to be cons I de red but are not bind i "'l upon the 

CO'IIIaittee. 

(3) Ly July 1. the COIItllitteE shall inform th2 ~.u-Jqet 

director and the heads of agencies and units responsible for 

the progra11s selected for zero-based budgeting. 

Section 5. Section 5-12-205, MeA, is amended to read: 

"5-12-205. Po~ers 

co..,ittee 11ay: 

and duties of committee. The 

{1) organize, adopt rules to govern its proceedings. 

-4-
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and meet as often as necessary, upon the call of the 

chairman, to advise and consult ~ith the legislative fiscal 

analyst; 

(2) employ and set the salary of the legislative 

fiscal analysto who shall serve at the pleasure of and be 

responsible to the co••ittee; and 

(3) exercise the investigatory po~ers of a standing 

committee under chapter 5o part 1o of this title~ 

l4) •eet as often as neces5•ryo upon the call of the 

,hairman of the leg!slatlye finance coagltteeo to $elect 

urograms to be zero-ba5ed budgeted pursuant to [section 4 pf 

:this a,tJ.• 

Section 6. Section 5-12-302, HCAo is aMended to read: 

"5-12-302. Fiscal analyst's duties. The leqislative 

fiscal analyst shall: 

Ill provide for fiscal analysis of state 90verneent 

and accumulate, compi 1 eo analyze, dOd furnish such 

information bearing upon the financial aatters of the state 

that is relevant to issues of policy and questions of 

stdtewide importance, includin~ but not li•ited to 

investigation and study of the possibilities of effectinq 

economy and efficiency in state governaent; 

(2) estimate revenue from exlstinq ~nd proposed taxes; 

[3) analyze the eKecutive budget and budget requests 

of selected state agencies and institutions, includiny 
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proposals for the construction of capital iaprov ... nts; 

(4) aake the reports and reco~ndations he de~ 

CQQ$jders desirable to the legislature and to the iojnt 

legislative flnaoce and legl$lative aydit co .. ittee and aake 

reports and reco..andatlons as requested by the legislative 

financ~ co••lttee and the legislature; and 

( S) ass 1st co-lttees of the 1 egl sl ature and 

individual legislators in coapilin~ and analyzing financial 

inforllatlon.• 

Section 7. Section 5-13-203, MCA• is aeended to read: 

•5-13-203. Meetings -- co~ensation. (1) The co .. ittee 

shall aeet as often as •ay be necessary during and between 

Jegi slative sessions to advise and consult with the 

legislative auditor. 

(21 Ibe co .. ittee shall aegt jointlx wjth the 

Je~j$latiye flnan,e cg .. lttee, yppn the call_gf the ,bair•an 

gf the lggj$1atjye fjnaoce ,o .. jttee. to $elect prograas 

pyrsyant to rsectjon \ of this actJ--1g be zerg=based 

bu«h;itd:ed• 

tiiLll Co1111ittee •eabers are entitled to receive 

co~pcnsation and expenses as p~ovided in S-2-302.• 

Section a. Section 5-13-307o MCAo is amended to read: 

•S-13-307. Reco.aendations of legislative auditor. The 

reports of the legislative auditor •ay Include co11ments, 

reco1111endationso and suggestions. jn,Jydjo~ 5YQQe5tions as 
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tg__ which grggra•s sbgyld be selected _LaL_ zero-based 

~lng and prggra• performaa~~tian~ ~ut he shall 

havP no power to enforce the• nor cha\1 he otherwise 

influence or direct executive or lP.gislatiY~ ~ction.• 

Section 9. Section 17-7-J05o "tl, is ,,,.,,,nded to read: 

•1 7-7-105. Proqrae budget. The tJ i Pan i al budget tsftdtu• 

•~-~~94 shall include a departeental ~n1lysis ~u~•arizinq 

past and proposed spending plans by for the prugra• and the 

•eans of financing the proposed plan. Information presented 

shall include the following: 

(lt a stat ... nt of departmental and progra• 

objectiveso effectiveness eeasures eftd---p~o~~e.---s+re 

+ft~~9 and interyention assua0tjoos; 

(2) at least three alternative funding levels for each 

progra• with effectiveness aeasures~ and ~~r .. --s+re 

+ftd+~~ jnterygotjgq assu.gtjoos detailed for each 

alternative fundinq level insofar as they djffer frow those 

itatld for sub,actjpn Jl). ~-.. ~•~•ftd+ft~--~ve+ E~ 

~ shall be set by the budget directors tbe lowest of 

wbjcb waY not exceed BOt of that level authorized by the 

legislature for the present fiscal year. 

(l) a departeental priority listing of decjsjgo 

packages en~oepassing all alternative funding levels; 

(4) ~detailed narrative which shall include at least: 

(a) a description of the kinds of activities carried 
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out vr unusual _echnologles e•ployed; 

(b) a statement of key policies pursued; 

(c) a description of ~aJOC Pxternal trends •ffectino 

the ~roqra~; 

(d) an evaluation of bow 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 siynificant variations in 

effectiveness of the program; 

(f) an explanation of 

th<> siz~• operation, or 

the rationale used in 

determining the priority listing; 

Lgl an eyaluation of alternative ~_Qf_~~~ 

~ktives aad the ratjgoale for 

alternatives& 

(5) actual disburse~nts for the past l fiscal yearso 

the estimated disburse•ents for the fiscal year in progress. 

and the governor's reco.-endations for the ensuing bienniurr 

by proqra• and disburse~ent category; 

(6) a state•ent containing further recommendations of 

the governor as appropriate.• 

NEW SECTION. Section 10. Submission of zero-based 

budgets. (l) 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 

-8-



2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

lH 

19 

za 

21 

l2 

23 

24 

25 

LC 181tl/01 

all agencies or units having .ajor responsibility for a 

proqram selected to be zero-based budgeted for the ensuing 

biennium, the proper for•s necessary for the preparation of 

oudget estimates. These for•s shall be as prescribed by the 

budget director and shall include the lnfor•ation requested 

in 17-7-105 and any additional infor•ation requested by the 

budget director. 

(2) The agency or unit having •ajor responsibility for 

a program selected for zero-based budgeting shall sub•lt by 

September 1 of the year preceding the convening of the 

legislature the information requested. 

(31 Upon receipt of the infor•ationo the budget 

director shall examine it and prepare a preli•inary budget 

for the ensuing bienniu• containing the infor•ation 

requested in 17-7-105 for the governor. The budget director 

mny make changes considered appropriate. including changes 

in the priority listings of decision packages. Activities 

and programs that are zero-based budgeted •ay not have 

duplicates in vhole or In part in the prell•inary budget hut 

~o long as the distinctive features are retained may be made 

d part ofo and treated as though a part ofo the 

budget, and submission to the legislature 

specified in 17-7-122. 

preli•inary 

shall be as 

~SECTION. Section 11. Review of proqra•s. (1) The 

legislative audit co .. ittee Is responsible for having a 
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progra. selected for zero-based 

{section it]. The reviev shall be 

aonths preceding the end of the 

bienniu• for which a zero-based budget was s~itted. 

(2) The reviev shall include a perfor•ance audit of 

the program and a thorough exaaination of the need f~r the 

progra•• 

(3) Upon co•pletion of the review. the legislative 

audit co-lt:tee shall -ke a report of the audit and the 

reco .. enoatlons and sub•lt a proposed bill for distribution 

to the legislators prior to the ensuing legislative session. 

(It) Nothing contained In {this act] is intended to 

preclude the legislative audit coa.lttee froe selecting any 

agency, unit, progra•• or activity for perforaance auditing 

separate and apart fro• the perfor•ance audit prescribed by 

[this act}• 

Section 12. Repealer. Sections 17-7-102, 17-7-10it, and 

17-7-106, HCA, are repealed. 

Section 13. Severability. If a part of this act is 

invalid, all valin parts that ar~ severable fro• the Invalid 

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

one or mo¥e of its applications, the part re.ains in effect 

in all valid applications that are severable froa the 

invalid applications. 

-End-
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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 requiring all state agencies to submit budgets in a zero-based format and providing for 
performance audits of programs selected by a joint legislative audit and legislative finance committee. 

ASSUMPTIONS: 
1. The joint committee will meet once in each fiscal year and committee members 

will be reimbursed as provided by law. 
2. The implementation of zero-based budgeting in all state agencies would require four 

additional budget analysts for a two year period to develop information and train 
agency staff. 

FISCAL IMPACT: 
Proposed Law: 

Personal Services 
Operational Costs: 
Joint committee 
nudget analyst 

Total expenditures under proposed law 
Expenditures under current law 

Increased expenditures under proposed law 

FYBO 

$74,350 

2,440 
2,400 

79,190 
0 

S79,190 

FY81 

$74,350 

2,440 
2,544 

79,334 
0 

$79,334 

/2. ~~.J o(. t"d ~ 
BUDGET DIRECTOR ~ . 

Office of Budget and Program Planning 

Date: ryrt I 2> I 


