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January 19, 1979

January 25, 1979

January 30, 1979

February 1, 1979

February 2, 1979

February 3, 1979

February 5, 1979

April 20,

1979

SENATE BILL 163

IN THE SENATE

Introduced and referred to
Committee on Taxation.

Fiscal note requested.
Fiscal note returned.

Committee recommend bill,
as amended.

Printed and placed on members'
desks.

Motion, pass consideration.

Motion, pass consideration.

Second reading, pass consideration.
On motion, taken from second
reading and rereferred to

Committee on Taxation.

Died in Committee.
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SILL‘ NOe M

INTRODUCED BY.
jﬂ{ﬂﬁvL

PROVIDE !rLIHITATIDN

ON STATE EXPENDITURES BASED ON A PERCEHTAEE OF TOFAL STATE
PERSONAL INCOME; TO PROVIDE A HETHOD FOR EXCEEDING W
LIMITATION: TO REQUIRE THAT FUNDS COLLECTED IN EXCERgOF AHE
LIMIT BE PLACED IN A RESERVE FUND AND BE USED TO vi

RELIEF; TO PREVENT THE SHIFTING OF STATE GOVERNMENTAL coszrz'
TO0 LOCAL GOVER! AND PROVIDING AN EFFECTIVE DATE.™ /

4,?L}ﬂﬁl)b ,44~*91§l\

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

Section le Definitionse As used in [this act}e them

following definitions apply:

NITS;

{1) ™Cmergency® wmeans an extraordinary avent or
occurrence that could not reasonably have been foreseen or
prevented and that requires immediate expenditure to
preserve the health-and safety of Montana residentss

{2) "State expenditure®™ means the total amount of
money gJenerated from state resources that is spent by any
agency of state governments excluding:

(a) money received from the federal government;

{b) payments of principal and interest on bonded

indebtedness;

{c} payments for unemployment or disability insurance;
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{d} money received from the sale of a good or service
provided that the purchase of the good or service is
discretionary;

{e} money received from permanent endowmentSy trustse
or penslion funds;

{f) proceeds of gifts of bequests made for purposes
specified by the donor;

{g) woney appropriated for tax relief; and

{h) funds transferred within state government or wused
to purchase goods éor resale.

{3) "Total personal income in the state” wmeans the
total income received from all sources by residents of
Hontanas as defined and reported by the United States
doepartment of commerce or its sSuCCesSsSOr agency.

Section 2. Expenditure limitation -~ exceptiona (i}
Except as provided in {2) of this section: the averaqge state
expenditures for each fiscal vyear of a biennium moy not
exceed 10X of the average annual total personal income in
the state during the 3 calendar years prior to the convening
of a session of the legislatures

{2) The legislature may appropriate funds in excess of
this limit from the reserve fund if:

{a} the govcrnor declares that an emecrgency exists;
and

{b} two-thirds of the members of each house apnrove a
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bill stating the amount to bLec spent in excess of the
limitations the source of the excess revenue to be spenty
and wn intention to exceed the limitations

£3) Expenditures wmay exceed the limitation only for
the year or years for which an emergency has been declareda

{4) The leyislature is not required to appropriate the
full amount allowed in any year under subsection {l) of this
sectione

Section 3« Funds to be placed in a reserve fund or
used for tax reliefe {1} Any state revenue collected and not
spent during a fiscal year must be transferred at the end of
the fiscal yvyear to a reserve account in the earmarked
revenue funds which account is hereby created.

{2) The amount in the reserve fund in any year may not
exceed 6% of the expenditure allowed under [section 2] for
that year. Any money in excess of this amount must be pltaced
in a tax relief account in the earmarked revenue funds which
account is hereby created.

{3) The legislature shall provide tox relief with the
funds contained in the tax relief account by reducing the
rates of any tax imposed under state law or by providing
credits or refunds for any tax imposed under state lawe

Section 4« State mandated costs — funding shiftse (1)
The legislature may not isposc any part of the cost of & new

or enlarged program or service upon any unit of local
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qovernment unless state funds sufficient to pay the costs
are appropriated to the local government for that purposes

{2) When changes in federal or state law require or a
court orders that costs for a program or service be
transferred from the state to local government unitses state
expenditures must be decreased by the amount that
expenditures by the local government units incredases

Section 5« Severabilitye If a part of this act is
invalidy all wvalid parts that are severable from the invalid
part remain in effect. If a part of this act is invalid in
one or more of its applicationss the part remains in effect
in a%l valid applications that are severable from the
invalid applicationse

Section 6« Effective dates This act s effective
January 1l 198l.

-End-



STATE OF MONTANA
REQUEST NO. 49-79
FISCAL NOTE

Form BD-15

in compliance with a written request received _January 19 1979 | there is hereby submitted a Fiscal Note
for . Senate B111 163 pursuant to Chapter 53, Laws of Montana, 1985 - 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 Legislature upon request.

DESCRIPTTION OF PROPOSED LEGISLATION

An act to provide a spending limitation on state expenditures based on a percentage
of total state personal income; to provide a method for exceeding this limitation; to
require that funds collected in excess of the limit be placed in a reserve fund and be
used to provide tax relief; to prevent the shifting of state governmental costs to local
government units; and providing an effective date.

ASSUMPTIONS

1. The expenditure limitation will apply only to expenditures from the State General
Fund and State Earmarked Revenue Fund.

2. Recelpts to the Highways, Fish and Game, and similar earmarked revenue accounts
are subject to the spending limitation and are not excluded under Section 1(2)(d)
of the proposed legislation.

3. Total personal income (in millions) in Montana is as follows:
FY75 -~ $4,019.0 FY78 - $5,019.0
FY76 - $4,282.0 FY79 - §5,421.0
FY77 - $4,661.0

4. No appropriations in excess of the maximum allowed under Section 2 (1) will be
provided.

5. The maxlimum allowable expenditures will be authorized by the 1981 Legislature.

6. Total receipts (in millions) to the General Fund and Earmarked Revenue Fund
will be as follows:

_GF _ ERF GF ERF
FY79 - $218.7 $209.3 FY82 - $262.3  $253.6
FY80 - $231.5 $223.1 FY83 - $279.6  $270.3
FY81 - $246.1 $237.9

7. The fund balance of the General Fund at July 1, 1981, will be $12,000,000; the
fund balance of the Earmarked Revenue Fund at July 1, 1981, will be $12,000,000.

8. The minimum reserve requirement in each of the General 8UDGET DIRECTOR ! t
Fund and the Earmarked Revenue Fund is $12,000,000 in Oftfice of Budaet and Program Planni
FY82 and $13,000,000 in FY83. ice ot budget a ogr anning

Date: ;/15,/7’




ASSUMPTIONS (continued)

9, Revenues to Lhe General Fund will Increase 6.6% in FYB2 and FY83.

10. Revenues to the Barmarked Revenue Fund will Increase 6.6% in FY79,
Y80, ¥Y81, Y82, and FY83.

11. Expenditure will be authorized lrom the General Yund and Earmarked
Revenue Fund in direct relatlon to revenues recelved.

FISCAL TMPACT

Maximum Expenditures Under Proposed Leglslation:
Montana personal tucome (fo milifons) '

FY79 $5,421.0
FY78 5,019.0
FY77 4,661.0
15,101.0
Average Montana pevsonal income for 3 . t )
applicable years 5,043.7
x 10Z limitation per fiscal year ox.10
Maximum expenditures per flscn!l yoear
in 1983 Biennium 501%.4
ox2
Maximum 1983 Biennium expenditures Erom
General Fund and Farmarked Revenuve Fund
under proposed legislation $1,006.8

Funds available for tax relief under proposed loglslation:

FY82 FY83

Earmarked Earmarked

General Revenue General Revenue

Fund Fond, Fund . Fund

Beginning fund balance $ 12.0 $ 12.0 $ 12.0 § 12.0
Add: Receipts . 262.3 . 253.6 . 279.6 ..270.3
Total funds avallable 274.1) 265.6 - 291.6 282.3
Less: Expenditures _255.9 L. 247.5 .. 255.9 .. 247.5
Ending fund balance 18.4 18.1 ‘ 15.7 14.8
Less: Minimum reserve C12.0 o120 & . 13.0 13.0
Available for t: el S 6.4 6.1 5 22, $ 7.8
vailable for tax relfe $ $ ) $  22.7 ____).l 8

Comparison of estimated 1979 and 1981 Biennfum oxpenditures Crom the Ceneral
Fund and Earmarked Revenue Fund (per Executfve Budget) with estimated 1983
Biennlum expenditures undar proposed legislation:

Est Imated Total Percent

Expenditures (millionn) Change
1979 Biennium § 842.9 -
1981 Biennium 882.9 4.7
1983 Biennium 1,006.8 4.0

1OCAL TMPACT

None.

TECHNICAL NOTE

SB 163 as proposed is unclear as to which stite expenditures are subject to
the proposed spending fimitation. For fpstance, does Section 1(2)(¢) reler
to benefit payments or payments of Inswrance premiums?  Does Section 1(2)(d)
pertain to Fish and Came Ticense and permit Tees, Nighwnys earmirked revenue
collections, and simitar iftems? Does Sectton 1(2)(h) refer Lo the Revolving
Fund?
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Approved by Committee
cn Taxation

SENATE BILL NDe 163
INTRODUCED 3Y MATHERSy RAMIREZy Eo SMITHy KOLSTADe
MOOREs MARKSy FABREGAy FEDAe STOBIEe ELLISONs TURNAGE,
GRAHAM, THIFSSENy HIMSLs HAFFERMANs HALELBAKERs SELFERT,
UNDERDALe HAYNE, HEMSTADes MEYER, LOWEs OONALDSOM,
GOUDCVERy JOHNSTONs STAIGMILLERs TEAGUEs LIENs HANDs
ROSENTHALs SPILKERy PORTERy FAGGe SIVERTSENs BENGTSON,

SMITHy VINGERe BOYLANs CONROY. MANLEY

A BILL FOR AN ACT ENTITLED: AN ACT TO PROVIDE A LINITATION
ON STATE EXPENDITURES BASED ON A PERCENTAGE OF TOTAL STATE
PERSONAL INCOME; TO PROVIDE A METHOD FOR EXCEEDING THIS
LIMITATION; TO REQUIRE THAT FUNDS COLLECTED IN EXCESS OF THE
LIMIT BE PLACED IM A RESERVE FUND AND BE USED YO PROVIDE TaAX
RELIEF; TO PREVENT THE SHIFTING OF STATE GOVERNMENTAL COSTS

TO LOCAL GOVERNMENY UNITS; AND PROVIDING AN EFFECTIVE DATE."™

BF 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section le« Definitionse As used in {this act)s the
following definitions apply:

(1) “Emergency™ means an extraordinary event or
occurrence that could not reasonably have been foreseen or
prevented and that requires immediate expenditure to
preserve the health and safety of Montana residentss

{2) ™State expenditure™ means the total amount of
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money generated from state resources that is spent by any
agency of state governmenty excluding:

(2) money received from the federal government;

(b} payments of principal and interest on bonded
indebtedness;

(c) peyments NONEY PAIQ for unemployment or disability
+naurence BENEFITS:

{d} money received from the sale of a good or service
provided that the purchase of the good or service is
discretionary;

(e} money reeceived PAJD from permanent endowmentse
CONSTITUTIDNAL trustss or pension fundsi

{f} proceeds of gifts or bequests made for purposes
specified by the donor;:

€9} money appropriated for tax reliefi and

{h) funds transferred within state government or wused
to purchase goods for resale.

{2} ™Total personal income in the state®™ means the
total income received from al! sources by residents of
Montanas as defined ESTINATED and reported by the United
5tates department of commerce Or its successor agencys

Section 2. Expenditure limitation -- exception. (1}
Except as provided in (2) of this sectiony the average state
expenditures for each fiscal year of a biennium may not

exceed 10% of the average annual ESTIMATED total personal

-2- 58 163
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income in the state during the 3 calendar years prior to the
convening of a session of the legislatures

42) 1IN _CALCULATING THE LIMEITATION PROVIDED IN (2) QF
IH1S SECTION: AYERAGE ANNUAL ESTIMATEQ YOTAL PERSONAL INCOME
AN_THE STAIE DURING YHE 3 _CALENOAR _YEARS PRIOR _TO THE
CONVENING __QF A SESSIONM OF THE LEGISLATURE _SHALL _BE
DEIERMINED USING THE MOST BECENY. ESTIMATES AYALLABLE _FRQM
IHE. _UNIIED STATES DEPARTMENY OF COMMERCE AS OF OCTOBER 21

BRECEDING THE CONYENING OF THE APPROPRIATING LEGISLATURE.
t22(3) The legislature may appropriate funds in excess

of this limit from the reserve fund if:

{a) the governor declares that an emergency exists;

{b) two~thirds of the members of sach house approve a
bill stating the aswmount to be spant in excess of the
limitationy the source of the excess revenue to be spents
and an intention to exceed the limitations

t3¥4{&) €Expenditures may exceed the limitation only for
tha year or years for which an emergency has besen declared.

4¥131 The legislature is not required to appropriate
the full amount allowed in any year under subsection (1) of
this sectione

Section 3. Funds to be placed in a reserve fund or
used For tax reliefs (1) Any state revenue collected and not

spent during a fiscal year must be transferred at the end of

-3~ SE 163
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the fiscal year to & reserve account in the earmarked
revenue funde which account is hereby createde

{2) The amount in the reserve fund in any year may not
exceed 6% of the expenditure allowed under [section 2} for
that vear. Any money in excess of this amount must be placed
in a tax relief account in the earmarked revenue funds which
account is hereby created.

(3) The legislature shall provide tax relief with the
funds contained in the tax relief account by reducing the
rates of any tax imposed under state law or by providing
credits or refunds for any tax imposed under state laws

Section &. State wmandated costs -— funding shifts. (1)
The legislature may not impose any part of the cost of 2 new
or enlarged program or service upon any unit of local
government unless state funds sufficient to pay the costs
are appropriated to the local government for that purposes

{2) When changes in federal or state law require or a
court orders that costs for a program or service be
transferred from the state to local government unitses state
expenditures must be decreased by the amount that
expenditures by the local government units increasees

Section S. Severabilitye If a part of this act s
invalide a1l valid parts that are severable from the invalid
part remain in effect. If a part of this act is invalid in

one or more of its applicationse the part remains in effect

-4 58 163



in all wal;d applications that are
invalid applications.

Section 6. Effective date. This
dJenvary-t JULY 1+ 1981.
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