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_ _ . LED:; •At .. --qr-JO ~LIMITATION~ 
,y.J~Uf'Y'.C ~J~ ~~~~ ~ ~ / 

B~SED ON A PERCENTA~E OF TOTAL s~; 

PERSONAL INLOHE; TO PROVIDE A METHOD FOR EXCEEDING ~SJf __ ~ 

LIMITATION; TO REQUIRE THAT FUNDS COLLECTED 1N EXCE~OF~ 
~--·;eA LIMIT B~ PLACED IN A RESERVE FUND AND BE USED TO ~VI ~ 

RELIEF; TO PKEVfNT THE SHIFTING Dr STATE GOVERNHfNTAL COST~ 

TO .LOC:~ GOVER{,2NITS!r-::D~PROYIDI~ _AN EFfE~·51_· 
~U''-~e/~ 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MOMTANA: ~~ 

Section 1. Definitions. As usej in [this actlo the~ 

following definitions apply: 

(1) •E•ergency• .aans an extraordinary event or 

occurrence that could not reasonably have been foreseen or 

~revented and that requires immedidte expenditure to 

preserve the h~alth and safety of Hontdnd residents. 

(2) •state expenditure• .sans the total a.ount of 

money generated from state resources that is spent by any 

ag~ncy of state yovernmento excludin~: 

(a) money received from the federal qovern~nt; 

(b) paymants of principal and interest on bonded 

indebtedness; 

(c) payments for une•ploy.ant or disability insurance; 

LC 1£98/01 

(d) money received from the sale of a good or service 

2 provided that the purchase of the good or service is 

3 discretionary; 

~ (e) money received from permanent endow•ents. trustso 

5 or pension funds; 

0 (f) proceeds of gifts or bequests aade for purposes 

specified by the donor; 

B (g) •oney appropriated for tax relief; and 

9 (h) funds transferred within state government or used 

10 to purchase goods for resale. 

u (3) "Total personal inco•e in th~ state" means the 

12. total Income received from all sources by residents of 

B Hontanao as defined and reported by the United States 

... de~drt.ent of co•.erce or its successor ag~ncy • 

15 Section 2.. Expenditure li•itation exception. ( 1) 

16 Except as provided in (2) of this section, th., avera•Je state 

11 expenditures for each fiscal year of a biennium may not 

18 exceed 10~ of the average annual total personal income in 

19 the stat•• during the 3 cal <>ndar years prior to the convening 

.lfi ~• a SPssion of the legislature • 

21 (2) The legislature may appropriate fund~ in excess of 

22 this li•it fro• the reserve fund if: 

.n (a) the qovcrnor declares that an emergency exists; 

lolt and 

2'> (b) two-thirds of the • .,.,bers of each house dpnrove a , .. .._) r: ~ ....~ ' 
-~· 

-2- I N T R 0 D U C E D B I l l 
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bill stating the umount to Lc spent in ~xcess of the 

li•itation• the source of the excess revenue to Le spent. 

and ~n intention to eKceed the li•ltation. 

(3) Expenditur~s may exceed the liaitatlon only for 

the year or years for which an e•ergency has been declared. 

1'1 The le~islature is not required to ~ppropriate the 

full a.ount allowed In any year under subsection 111 of this 

section. 

Section 3. iunds to be placed in a reserve fund or 

used for tax relief. (1) Any state revenue collected and not 

spent during a fiscal year .ust be transferred at the end of 

the fiscal year to a reserve account In the ear•arked 

revenue fundo which account is hereby created. 

(2) The aaount in the reserve fund in any year ~ay not 

exceed 6' of the expenditure allowed under [section 2) for 

that year. Any ~oncy in excess of this aaount aust be placed 

In a tax relief account in the ear•arked revenue fund. which 

18 account is hereby created. 

19 (3) The legislature shall provide taK relief with the 

20 funds contained in the tax relief account by reducing the 

21 rates of any tax iaposed under state law or by providing 

22 credits or refunds for any tax imposed under state law. 

23 Section 4• State •andated costs-- funding shifts. (1) 

2' The legislature aay not iapose any part of the cost of a new 

25 or enlarged program or service upon any unit of local 
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~overnment unless state funds sufficient to pay the costs 

are appropriated to the local governaent for that purpose. 

(l) When changes in federal or state law require or a 

court orders that costs for a program or service be 

transferred fro• the state to local governm~nt units. state 

eKpenrlitures must be decreased by the amount that 

eKpenditures by the local governbent units incredse. 

Section 5. Severability. If a part of this act is 

invalid• all valid parts that are severable from the invalid 

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

one or more of its applications. the ?3rt remains in eff~ct 

in all valid applications that are severable from the 

invalid applications. 

Section 6. effective date. This act is effective 

January lo 1981. 

-End-

-4-



STATE OF MONTANA 
REQUEST NO. A2:}L_ 

FISCAL NOTE 

Form no~ 15 

In compliance with a written request received -~J~?Ua_!:_y __ }_~. _. _____ , 19 ?J__ , there is hereby submitted a Fiscal Note 

for _______ Se!_late Bill 163 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 Legislature upon request. 

DESCRIPTION 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. Receipts 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 
FY76 - $4,282.0 
FY77 - $4,661.0 

FY78 - $5,019.0 
FY79 - $5,421.0 

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

5. The maximum 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: 

7. 

8. 

GF GF 
FY79 - -$218.7 
FY80 - $231. 5 
FY81 - $246.1 

ERF 
$209.3 
$223.1 
$237.9 

FY82 - $262.3 
FY83 - $279.6 

ERF 
$253.6 
$270.3 

The fund balance of the General Fund at July 1, 1981, 
fund balance of the Earmarked Revenue Fund at July 1, 

will be $12,000,000; the 
1981, will be $12,000,000. 

The minimum reserve requirement in each of the General 
Fund and the Earmarked Revenue Fund is $12,000,000 in 
FY82 and $13,000,000 in FY83. 

~~; & ... --,A c/ cf~t --c;~ 
BUDGET DIRECTOR I \ 

Office of Budget and Program Planning 

Date: /LJ.-5/?J 
r ' 



9. Revenues to the Generul l•'und will lncreuso 6.61. fn FYII2 and I•'YRJ. 

10. Revenues to the F.annurked HevetHtc.~ ~·und will ltwrc.!:tHe 6.6% In I•'Y79, 
FY80, Jo'Y81, FYR2, and nSJ. 

11. Expenditure will be tmtlmrl?;ed from the General l•'und und F.unn~trk"'d 
Revenue Fund f 11 d I n•c·t n•l H l I on to reVc.!nur.!H run.'l V<•d. 

Jo'_I)'£AJ~. _r_~_A_C_T 

Maximum F.xpundltureli t111Jer l'ropmwd I.I.!J.\IHial Inn: 
Montana pl.!rsonal locnml.! {In nai'JI·Ions) 

FY79 
FY78 
FY77 

Average Montana personal fncontt! for 1 
applicable years 

x 10% li.mttation 1,er fiscal yc.•ar 
Maximum expendfture~c~ per I'IH<!nl y .. ar 

in 1983 Biennium 

Maximum 1983 Biennium expl.'ndftures from 
General Fund and F.urntarked llPvenue Fund 
under proposed legfslutfnn 

$5,421.0 
5,019.0 

_4_,_6_6_1_ ._o 
l'i,IOI.O 

.... , 
.,·,·n·l·i.-7 

x.IO 

Funds availuble for Lux n•llc!f umlc.•r proposed lt•t:IHiatlon: 

1'1'112 FYH:I 

!:c.!nernl 
l•'und 

~:armnrkt!d 

Kt•vt~nuu 

Fund 
<:eneral 

_l•'u_nd_ 

t•:unn;arh!d 
l~ev,~nuu 

_Fund 

Beginning fund bal unec.• 
Add: Rece:l pta 

$ 12.0 s 
' 12.0 $ 12.0 

279.6 270.3 
Total funds ava !lab I e 
Less: Expenditures 
Ending fund balance 
Less: Min I mum reserve 
Available for tax relfel 

$ 12.() 
. _2_6_2_._3 

274.'J 
255.9 

18.4 
12.0 

$ 6.4 

2_"J_]_._6 
265.6 

. _2_117_._"> 
Ill. I 
12.0 

.. "i9"f.6 · · ':fsi:·1 
247.5 .. _2_5_5_.9 

J'l.7 •.. \4':8 

~ •· 
I_J.O 

$ 22.7 .$ 

Comparison of estimated 1979 und IIJIII B1Pnnlum <'XIll'ndltureH fn>m tlw Gen••nd 
Fund and Earmarked Rcvunm• l•'urtd (pt•r F.xt!eutlv<• lludgt•t) with <'Htlmnted ·1'11!1 
Bienntum expendftureH undut· prnpllfwcl Jpgft~lal ton: 

1979 Biennium 
1981 Biennium 
1983 Biennium 

I._Q_C_A_L _ _I_MPAGT 

None. 

Est lmutc.•d Tntll( 

_F._x_p_e_ndf _l_u_r_('_H (!11_1_1_1_ I _o_n_s) 

$ 842.9 
R82.1J 

1,006.11 

l'l~rn~nl' 

C._han_gp 

4.7 
14.0 

SB 163 as proposed is unc-lear nH to whldt lit:'it<• c.•xpt>n<lltur<•('l an• •mb.Jeel t.o 
the proposed spendill!\ limitation. l•'or lmltaau·p, dmm fit><·Lion 1(2)(.-) n•fer 
to benefl t payments or pnymcnLH or ln>HII'illll't' prl'tnfumN? lllll'li fil'I'Linn I (2) (d) 
pertain to Jo'i~c~h and Camt• ·tlct•nHc.• and r><•rmlt l'c.•<·N, lllt\hwnyH l'llronark<•d n•venut.' 
colleelfons, and sfnrllar ltt>mH? llnt•li S<•rtlon 1(2)(11) r,<•fl'r to tlw Hevnlvlng 
Fund? 

1].0 
'it.8 -= 

.... 
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Approved by Committee 
on Tax01tion 

SENATE BILL NO. 163 

INTRODUCED dY MATHERS, RAMIREZo E. SMITHo KOLSTAOr 

HOOKE, MARKSo FABREGAo FEDAo STOBIEo ElliSONt TURN~GEo 

GRA~AHo THIF.SSENr HIHSlo HAFFERMANo HAZELBAKER, SEIFERT, 

UNOcRUALr HAYNE, HEMSTADt MEYER, LOWEo DONALDSON, 

GOUOOVERo JOHNSTON, STAIGMllLERo TEAGUEo liENo HANDo 

ROS=NTHALo ~PlLKERo PORTERo FAGGo SIVERTSEN, BENGTSON, 

S~l!THo VINGERr BOYLAN, CONROY, IUNLEY 

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

of IT ENACTEO BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Definitions• As used in {this act)• the 

following definitions apply: 

(l) "Emergency" aeans an extraordinary event or 

occurrence that could not reasonably have been foreseen or 

prevented and that requires immediate expenditure to 

pr~serve the health and safety of Montana residents. 

(21 RState expenditureR means the total amount of 
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•oney generated from state resources that is spent by any 

agency of state govern•ent, excluding: 

(a) .oney received fro• the federal govern.ent; 

(b) pay•ents of principal and interest on bonded 

indebtedness; 

(c) peyme~ MONEY PAlo for uneaploy.ent or disability 

•~sarenee BENEFITS; 

ld} •oney received fro• the sale of a good or service 

provided that the purchase of the good or service is 

discretionary; 

(e) •oney ~e+Yed fAlD fro• per•anent end~.entso 

CPNSIJTUTIQNAL trusts, or pension funds; 

{f} proceeds of gifts or bequests .ade for purposes 

specified by the donor; 

(g) •oney appropriated for tax relief; and 

(h) funds transferred within state qovernepnt or used 

to purchase goods for resale. 

(3) •Total personal inco.e in the state• aeans the 

total incoae received fro• alt sources by residents of 

Montana. as def*ned ESIIHAIEQ and reported by the United 

States department of co•merce or its successor agency. 

Section 2. Expenditure li•itation exception. ( 1) 

Except as provided in (2) of this section, the average state 

expenditures for each fiscal year of a biennium may not 

exceed 10~ of the average annual ESTIHATEQ total personal 

-2- SB 163 
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inco.a In the state during the 3 calendar years prior to the 

convening of a session of the legislature. 

j2) IN -'ALtULAll~_ltif_LlHliATIQN PROVIOfO IN Lll-Q£ 

IHlS_iftiiQNo &Vf&AGf AN~ ESTIMATfQ_!Ol4L_f~BSDNAL INCQftf 

la-ltif-l!Alf DURI~G THf 3 _£ALfNDAR YfABS PRIQB TO THE 

kQM!fNING Qf _!_ SfSSION DE THE LfGISLATUBf_ SHALL Bf 

QflfB!INfD USING THf MOST RECENT ESTIMAifi__&VAILABLE--EBQH 

lH£_ UNITED STAlES DEPARTMENT Of COHMEftCf AS OF QCIQaEB_ll 

~~~HE CONy~OE_IHE 6PPBQPRIAIING lfGISLATUBE• 

t2tLll The l~glslature •ay appropriate funds In excess 

of this ll•it fro• the reserve fund if; 

(at the governor declares that an e .. rgency exists; 

and 

(b) t~o-thirds of the aeabers of each house approve a 

bill stating the a-aunt to be spent in excess of the 

ll•itatlon, the source of the excess revenue to be spent• 

and an Intention to exceed the li•itation. 

t~L~ Expenditures •ay exceed the li•itation only for 

the year or y .. rs for ~ich an -rgency h- been declared. 

folttill The legislature is not required to appropriate 

the full aeount allowed in any year under subsection (lJ of 

this section. 

Section 3, Funds to be placed In a reserve fund or 

used for tax relief. (1) Any state revenue collected and not 

spent during a fiscal year .ust be transferred at the end of 

-3- SB 163 
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the fl$cal year to a reserve account in the earmarked 

revenue fundo which account is hereby created. 

(2) The a•ount in the reserve fund in any year may not 

~•ceed 6' of the expenditure all~ed under [section 2} for 

that year. Any -oney in excess of this a.ount ~st be placed 

in a tax relief account in the ear•arked revenue fund• which 

account is hereby created. 

(1) The legislature shall provide tax relief with the 

funds contained in the tax relief account by reducing the 

rates of any tax l•posed under state law or by providing 

credits or refunds for any tax i•posed under state law. 

Section ~. State •andated costs -- funding shifts. (lJ 

The legislature .ay not i~ose any part of the cost of a new 

or enlarged progra• or service upon any unit of local 

govern .. nt unless state funds sufficient to pay the costs 

are appropriated to the local government for that purpose. 

(2) When chanqes In federal or state la~ require or a 

court orders that costs for a program or service be 

transferred free the state to local governaent units. state 

expenditures IBUSt be decreased by the a•ount that 

expenditures by the local governaent units increase. 

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

invalido all valid parts that are severable fron the invalid 

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

one or more of its applications, the part remains in effect 

-4- S8 163 
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•n all val ;d clpplications that are severable fro~ the 

2 inv~lid applications. 

3 Section 6. Effective date. This act is effective 

4 ~en~~~y-l Jll~l-1• 1981. 

-End-
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