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PART I

Eistoric and (rganic Dasis of Montanat's
Financicl System
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CHAFIIR X

AVDLILTTS OF WORTANA STATEYS FINARCIAL SYSTEH
FOUED IN MONTAKA TURARITGIIAL GOVERIENT

1. Introductory Comment.

ary of the mon who comtributed to the foundation of Monlana's
early govornmentsl system were not directly concerned with such active
ity from a professional statessan's point of view, Eather, it ia
apparent, they were fortune ssekers and, as such, they wore nore ine
terostad in the developmont of new land and ihe exploitation of nmatural
resources for personal gm‘l In those pursuits, they wanted to be as
freo ard unhampered ag poselble, but complete freedom did not offer
ample securityy they wanted asswrance that what thoy developed thay
could maintain, what gold they found thoy could hold.

Thus arose the need anong settlers of the Lesteeas it had
eriscn among all of their encestors before themeerules, rezulations
-snd peraltics whoreby thelr intercourse with one anothoer would be
subjoct to cortaln standards; whoreby thoy would be roasonably [ree
from murder and robbery, gunranteed the "rizhts™ of their personal

1 rnig 12 a "natural® gituation from the principles of both
psychology ("besic sappetite®) and econonics. "iIn new countries,
peopls paturally uniertoke thoss occupations end industries that
produce ths greatest net return, and less advantageous industries
are doveloped gradually.® Eoland fe Zomne, land Leonomics
(Bow York, 19L7) pe 170,
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property boldings and have & reasonatble assurance of some kind of
Justice in their disputese %0 mmw; such & survice, goverrment
wus established, OGoverrment d1i4 not come to0 the Territory of Montana
a8 a divino creation or even as & gift of inspired mon, but from tho
strong-willed individuals who wero determinad to £ind an easier 1ife
and for whon setting up & government was ons of the steps in “meating
the noeds of thair dally lives tihrouch affecting readjuatment.*

Histary shows that ron of Montana had groater difficulty in
gubordinating the forces of ®grved® in thelr personal mskeup to the
essontial of "share® than did mon of some other communitics. Novere
theless they established govarrment sa an agent of control arxd oud
of and in spite of wild sessions it grews The growth has continued
until in our own day governnment 1s conaldoravly oo than & 'legiala-
tive sssexbly which makes laws and a county shoriff who enforees rulos
of tho game, Ooverrnment is no longar Just a means which men suffer
but, for many, it is an end in ituclf.

2+ Fipcal Provisions of the Organis Act of the Territory.

The Crganie Act of the Territwy of Mmtmz wag & very brief
document: 1t left much to be impliods It provided in limited detall
the rain excoutive, legislativo and Judicial branches, but the laws
and sdministrative routine urdar which thoy were to operate were to

2 33 state 85
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be dramm up by the Territorial sssexbly subjost to the approval cof
Congress,

ly brief rontion was mado in that act of financos. Accarde
ingly, two funds wore to be appropriasted enrwally by Congress, One
of these was to be exponded by the governor of the Territory “to
defray contingent expanses of the Torritory™ including the salary of
a clark in the exccutive departunte The othor sun was to be aprroe
priatod on tho estlmate of the Treasurer of the United States and was
to bo experiad by the secretary of tho Tarritary in poyment of expensos
of the legislative aasecsbly, the printing of laws "and other incidental
expansos.”

Both the secretary and ths governor wera responsibls to the
decretary of the Troasury of the United States for their use of the
federal mangy, being required to account to him semisannually for
thelr oxpenditures. Tho monoy in these two funis could not be approe
pricsted by the Territorial assenbly for purpcses or ancunts unsuthore
izod by Congress. OSalaries of the governor, sceoretary, supreme court
Judges, menbers of the assardly and attendants wers to be paid from
fodoral funds. Other civil officers wore to be pald according to
Torritorial law from Territorial funds. Ko stipulations wore nade
soncarning t¢he adninistration of taxatlon or the handling of publie
money other than ths goneral ono that ell laws were to canform o
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5
tho Constitution of the United States,” Furthar developrionts were
eontincent upon the wills of loca)l lawmokers.

3e Fiscal Systonm Provided by Larly legislatione

The first leglelativa session of the Tarritary which convenod
in 156l passcd an act "cresting cortain Cffices in tho Territary of
Emtam,"‘am, anon; thege, there was to bo a treasurar and "Cne
Territorial auditor, who shall bo ex officio librarians® Both were
to be elected by the logislative asseubly by Joint ballot, ecemisaione
ed by the governar to serve for a tern of one year and until their
successors shaould be elscted and quliﬁed.s

3 S.esthio logislative pover of the Territary shwll extend to
all rightful subjects of legislation conslastent with the Conatitution
of tho Unlted States and the provisions of this act.® Ibid., pe GO

L ‘
Laws of the Territory of kontana, First lerislative
; m PSS AR St o AP o P Y

5 It wes witimately held by Governor James 2, Ashleoy in 1249
Jthat this section of the law viclated the languaze and intention of
tho Qrganiec Acts o demonstrated thut by that Act "The Covernor
shall nominate, e&nd by and with the advice and consent of the
lezislative Council appoint all oflicers not herein cthorwise prow
vided for.* The Suprems Court of the Territory upheld the Governorts
intertretation and thenceforih the offices were filled by appointment,
Subsequent legislation was nmodified accordinly. See the Uovernorts
Vonma~e, Delivered to the Two Housen of the Yontana Locislaiive
; at

&t Virginia City, uatuf'da? Decerber 1L, W 1865)
tog hf..vizwd uﬁﬂt‘& of tho lerritory of Fontana, 7th

- :
Sang mn (1871~ 5
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as Torritoriasl Auditor.

By another act of the eane scssion the dutles of the auditor

and {reagurer wore daﬁn@daé The auditor was directed to issue

vwarrants drawn upon the Territorial treasury 4n favor of all porsons
.whom the ssssmbly might indicate, and wes to keep a record of all
accounts presonted to him end for which warrants had teen issuod,

Section four of that act was perticularly important viewed in cone
sideration of dovelopments in public dwigeting which operate today.
In speaking of the axditor's dutios it provided that:

fle shall prepare and repart to thoe legislative assanbly
at the comoncenment of each resular session a full and detailed
acecount of the condition of the reovetue, snd expanditures, of
the preceding year, with estimates for the amcunt of revenue
and expenditures for the succeeding year, toiother with such
plans ap a careful examination may supgest for the suppart of
the publlic credit, for promoting frugality axi economy in the
expenditures, and generally for the more porfect understanding
of the fiscal affairs of the Torritorys show the mnount of
aprropristions made by law, end the amcunt pald under the samej
ghow the amount of revenue chargeable to cauch county, and tho
a-crogate of each object of taxatlon.

This section is si;nificant Levcause 1t contains several of the
basic features of later budzetary systens. It provides fori (1) a
statemunt of the financial situation of the Tarritory; (2) estimated
expenditures and, (3) estimatod revenue for the fortheeming year
with (L) suzzestions for legislative action to support the publice
credit and imrove the efficiency of government. No stanisrda were

o et

6 Laws of the Territory of Kontama, First lecislative

Asemb}az » Do 132'.
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7
8ot forth however providing for tiw form or detall of such a reporte.

Consequontly the functions werc m:wi out in verying degrecs by
offieialy who followod,

In addition, certain other duties largely of routins rature
ware imposod cn the auditor, lie wus to koop his offico at the seat
of the povermment, snd furnish tho tax collsctors of the counties
with blank reccipts and licenses. Finally, he was to "direct pros-
ccution in the name of the Territory for 4ll delinquencles in relae
tion to tho assessment, collection and myment of the revenus,
against all persons who become posscssed of public moncy or proparty
and fall to pay over the same; and ozaingst &ll debtars of the
Territory.”

In toto these represent falrly wide administrative poweras and
respansivilitics the scope of which is of greater sipniliconce than
the functions of the troasmurar.

be Territorial Troasurers

The treasurer, by the samo lwr, was male simply a custodian
of funds, lie was to receive all nonay belmainz; to the Territory
taken up by the collectors and then was %o disburss it upon warrants
issued by the audltor and "nol othuarwlse." True scoounts of theoe
dealings were to bo kopt and ware to be preseanted quarterly or oftener
if nocessary to the auditor for settlement, A report of the condition
of tho treasury and 1ts operations of the preceding year was to be
made to the logislative aspesbly at the commencemant of sach rejular

sezsion,
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Certaln duties and privilepes wore cutlined in the act for the
suditor and t&m‘trzeasum to shares Each was %o have fres access to
tho othar's office far the inspoctisn of &ll books, papers and accounta
and slxilarly to &ll of the other of {icss of tho Territory for the
inspection of such popers as nisht concern their duties, Proviaion
was wade for their salariage-ggven hundred dollars anmually with the
auditor recolving & cartain percentsze on all the warrants which he
issued.! Finally, they were authorisod to sdminister caths or affirmae
tiona and compel tho attendance of witnessos in mattars involving the
dutices of their offices. The act was approved and became effective
on February 8, 1065, This law, tion, croated the offises of the
suditor and the treasurer and set forth thelr fundamentsl duties.
Additionel functions are to be found in other laws of tho session
dealins primarily with cther establishmentsa, but designating tlese
officors as edzinistrators of various routine functions. Some of these
are only of historic mtemsts whilo others may have contricuted to the

dovelopment of the subject offices,

4 By the laws of the 2nd le;islative Session of tho Territory
of Nortana the auditor wus to reccive 5% on all warrants issued by
hin on the first $25,000 and 37 on additional amounts, Laws of the
Territory of Yontana, 2nd Lerislative Aeserbly, Chapter X1V, Gede 1,
Pe s %Lw" 77 of the suiilor anl Crossurer was increased several
times before Montana became & state and the porcentape payment to the
formar was dropped in 1870 following a recommendation of Auditor lobarts.

8 tno such law entitled “in Act cancorning weizhts and measuros
macde 1t the duty of the Treasursr to rrocure "as soon as possidle"
pecesaary welghts and measures for tho use of the Territorys. Laws of
the Territory of Momtans, First le-islative Assombly, pe 337,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



In an act to provide for the exponses of Nontama Territory
yasgzed by the flret leglslative possion the procedure to be followed
by the auwditor and treasurer in the issuace and psyment of warrants
wes sot forth alony with the printed form which the warrants ware $o
fonaw.9 Sectiocn seven of this act set forth an élemant of control

to be exercisod by tho auditor and constituted an expansion of the
section of the act settin: up his offico proviously quoted in which
he wos requlirasd to msike & report to the essenbly at the opening of
its pessions Accarding t© this gection of legislation the auditor
wais required tos
eeeiake an estimate of tho prolable amount of revenue
deriveble from the various sowrcges, md report the same to
the lagislative assexmbly of tiw Territory, by which they may
ba poverned in thelr apmropriationz, and that overy warrant
shall be cancelled or pald in its own [locel year out of the
sunis in the hands of the treasurer, and that no warranta shall

be iasuced over and above the estimate of suid sditor, duly
reported to the lerislative assaoubly.

Beyond the particular requirements enmmerated rroviously—ethat
tho aaditor was {0 repart an estimste of yevenus for the rmhcm.mg
year--this law stated that no warrant misht be lasucd by thet officer
which would cause expenditure avove the sum of income cstimated by
him, Thus ho had the primary reeponsibility-ea budgetary functionee
of estimating income, and & secondary or “conirol” responsibility of
holding warrant ifasucs to Lis own estimated figure.

? Ibld., Pe 3204
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To insure the honesty of tho auditor, treasurer and various
othor eivil officers, or at least to remove a possibvle encoura;cuent
to dishonesty, snother ect was passed whoreby they were forbidden
to deul in certsin govermmental securitics and providing for tlw
procedure ajainst them in caze such proviesions were not adhered te-m

Ce legislative Consideration of Finances.

The principal question faclng the new government was one of
collection of taxss, 7axation policy was the concexn of tho legislaom
tive saserbly which deteramined tho cbjocts and rates of taxation.
thile the auditor was made responsible to the legislative essexbly
for estimating the expenditures snd revenue of the fortheoming flscal
period, his means of meling such estimates were limited and unscienti-
fic and thoy were merely recommanddations to the legislature which
mizht or might not be followeds Helthor budgeting nor experditure
control Liad been isolated and defined in the realm of iAmerican public
finance as somcthing to be scught and developod scientifically.
Consequently Bontana Territarial poverrment {inance wevered about
subjoct to the efforta of le;lslators and officials to tax adequately,
hold the funds collocted securely, snd spend as frugally as necessity
permitted, There was no standard of necessity.

10 trms of the Territory of Vomtnna, 2nd lecisiative Asserbly,
Chapter XIV, pe 10
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bs 1
Larly dontans politics wers scarcely famous for ordad]y o

cedursp discrder was the ward end souch and turble the spirit, Ihis
was a8 true in financial aflfairs o8 4in othier spheres of policy detorw
minatione Ag in Congress, revenue and axpanditure~-particularly the
latierwetng considered dy & variety of comitman in the apsadly
and throuzhout the sessionta mesting porioads Uith the begimming of
each sessicn tho governor addresasd the lawmskers and, in evary messago
deliverad, the exscutive made rofoeronce to flnanclal moasures. Such
statements varied from the mere montion of taxatlion wrging aquantym
to rather detailsd summaries of the financilal status of the Tarritory
with specific messurcas sugrested for imwoving existing comiium.u
The finance sectiong of the povernor's messajes dealt almost exslusivew
1y with taxation or the publie debts '

11 110 following Standing Committees were set up by the
Council of the First lLegislative Assardly of the Tearritoary of '
Kantanats kays and Heans, Judiclary, Internal Inprovements, Publie
lands, Federal helations, bducation, Towns and Countles, ¥ilitary
Aflairs, Incorporstions, Azriculture and Manufactures, ilections,
Indian Affalire, &timed ma;m. W%Imd Wt, .
Iorollnante Council Journel of the 'ired lLosislelive hsoor of
Yortana Terri ANl CAtyy Loui) Pe dve NoLe that no
appropriaticns conmittes wes m::iuaed. Each committee looked after
tho arprojriatics regarding ita ovn activitien.

12 e %vm%*% Vessare 1o ths Lecislative Asgerbly of the

sitiatviretllisn TN AU

3 Yonan~a of Hon, reen () Srmith, Oove of Yontona, to
tho Fourth Tt e e Tt T o T Tl o STy 22 Epntanyy to
m ” .
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&t tha beginning of each sesslon the reports of the auditor
and troasurer sere received by the Asseubly. Staterents of the
tressurer were {or the moet part routine recapitulations of money
received, nonoy on hand in various funds, the extent of the publle
dabt and a liat of warrants palde

In addition to routine lMsting of warrants issued, a statement
of funds on hand, notation of the public debt with & comparison to
that of the previous year, the repard of the auditor usually included
4 messase in which he made specific recommendations concerning the
rate of taxation, disposition of the public debt, proposals of legise
latian for the improvament of tox collection or minor changes affoctes
ing the efficlency of his own office, such o3 the terzination of the
fiscal year, and in somo cases legislation which would dmprove sonme
other govermuent activity and thus minimize expense, o such recome
mendations xade by the Territorial suditor found in this study were
of a genoral nature sesking to greatly alter the financial syotom.
Rather, they were roposals meeting somd partiocular problem confronting
the day to day activitics of financial administration and such recome
mendations amounted merely to steps in the evolution of State govern-
nent finances-—ancthor indication that the Territorlal government
devalopod through individuals® wmeeting the needs of daily problems

rather than oxpanding government on & theorctical baaia.n‘

b Specific examples of such proposals ars notables %...0reat
neclect 48 observable on the part of the collectors of some of the
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counties, resulting in the wholo burden of taxation resting on tie
shoulders of one partion of the population, while the remainder go
scot free. The neglect 48, perhaps, attributable more to the wand

of & knowledge of the law, than to any other cauteseeel would thore=
fore recommend to yocur consideration the compllation, by some commetent
peraon, of all the laws relating to the dulties of county oi’f&m.u
to be published in pamphlet form, and distributed to each ofiicor of
the saversl counties.” OStateocnt of John &, Lott 4in Report of the
Auditor of the Territ of Yontana To His Excellency, 'thomas 8 prancls

Fonsher, Gocretary end Acting overnor of the lerritory of Lonksana
{Virginia City, m O)e & GLALBTKNG OF e De KOULOTS HRAO LHo yGars
dator ghows eomothin.: of the {recdom which the Territorial Auditor
had in conducting his office and regquesting lesislationy "By a
spoclal act, approved Lecenber 21st, 1867, I was suthorized to purchase
& sale for the Auditor and Treasurer's (ffice, and thoe sum of five
hundrod dollars was appropriated for that purposes The only safe that
1 cild find suitable belongoed to John Howe, which 1 purchased for
oisht bundred dollars, leaving a balance duo thereon of three hundred
dollarg, for which I ask an additional appropriation.” fwwmvt. of ihe
Auditer, Treasurer, and Snmrintem!ant Puslie Ins"tructian, onLana
Territ (virginla vity, DA esL0a relorm of the Auuzwr'a
Tice was susgested by hogors in 13598 ".eel would further rocomsend
that there be a fixed salary s&llowed to the Territorial Auditor
instead of & percentaze on issues of Territorial warrapts, as iz now
the law, The reason should be otwvious to the Lezislature: It is ta
ronove tenptation from the officor to incrousse his compensationee.
Anmial tcenotts of the Auditor end Treacurer of Kontanas Territ tm'
the Iipcol Yeal ear‘fgi (VirzInia City, dous)e A recommenxation Looking
17:;' orm in snother section of state povernmont with conseguent
financiaul maving for the Territory was made in 1874 by the Auditors
*I recorviend that the Act approved lay &th, 1E73, entitled 'An Act
to Oovorn and legulats the Penitentiary at Leor f-odcs City, Yontana
Territory,' be repealad, and that, in llieu thersof, tho legislature
provide for the letting, to the lowost and Leost biddar, of tho
posscssion and govermment of the Fenltentiary, end the care awnd
maintenance of the convicts confinod thorein.s..The necossity for
this amendmont arises from the fact that I have had no officlisl knowule
ed;e of the recelipts and disburgemonts of convict earnings. I belleve
thatees(1f) the method herein iniicated (were) adopted, it would be
& saving to the Territory, at tha mresent time, of at least $5,000,
each yoar." Hos He Rodgers in For t of tha Auditm- and Treasurcr of
Hontans Territ for the Binth & L160AL oL quz;'"”,mm!a o Lho oth
Tessron OF Ensa 10 AElative thu%‘Jii of Y mztem-‘l‘crt tory (Virginia
Tity, 107h)e Finally, mention was Beveral timos made in tha Auditor's
reports roooemending & change in the datws of the flecal yesre "I
desire also, to suggest & chanse in the several laws regulating the
£is6al yearessoThe flocal year for gll Territerisl purposss should
begin January 1st..e" DLolomon Star in the Anmual coernaet of the
Arlitor mnd ’i‘reamzror to the Losislature of Lontana, LOF 0@ i430a)

Iemer®  wwweriiinaurr T S
!«mr ; Zg wiGle
e

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



p }1

After these messages had beon delivered the assombly mas on
its own, froe to take up the susyostions offered using thom as the
core of legislative actsp or at liderty to disrepard the opinlons of
the administratars and meke or, more impartant st times, refrain
from making rules according to their own whing and the ressure excrted
upon them by various lodbiss and interest groupse Thougsh bad from the
adninistrative polnt of view, this situation was rot unigue, for it
was in pencral the same procedure followed in the fedoral povermnent.

Lhe Efficiency of the System.

Territorial govermment did, of course, survive and it grew
untlil statehood was achieved in 1889, liowever, in ite first years,
the Territary of Montana had saricus difficulties financially.

The rough and ready manner in which the infant Territory
was ralsed, the liberality of hor puardians in appropriating
funds, and the ten thousani demanda for mencys to be expended
in pblic improvemonts, rendered the rcod to the treasury
a8 great thoroughfare, and urged an expendliture far beoyomi the
sun which the econcmist would countenance in an oller COERONe
woalth,

At tho closo of 1368 the Territorial debt was 310!1.033.?0.w For
nearly twonty years the Asserbly strugsled with a fluctuating debt

fizure, At timeg it was led and prodded by an abla governor or a

15 uichasl Ae Lecson, History of Montans 1735-103% (Chicago,
18C5)s pe LliSe '

16 ¥ontana, Rendrt of tho Auditor, Treasurer, and Surerintendent
Pub)te Instruction, Tontans Terrilny (Virchila City, 1000
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consclentiocus awditor particuloarly in the carly (0's but, during
ruch of the time, its members followed their own judgmonts By 1383,
howovor, tho treasurer could finally reparts |

The most gratifying featurs of the territorial finances
for 1382 13 the virtual extinguisimont of the deobts For the
:airigt thti? ﬁzéﬁga m%%; 2;} of the Territory it can be
Seversl reasons msy be cited for the ultimste sclvency of the
Territory. Anong theap were the growlng population with the coxméquonc
develorment of natural resources, organisation of county govermment
which in soco areas had been nil in the fxO'a,m betior taxation laws
and tha establishment of more effoctive systems of ssscsoment and
cclloctione The sismificant thing sbout these factors is that they
1lio an the income side of finances A balance wes echiaved because
tho wealth of the Territory incressod tramendously in a very short
tine, & tire during which the score of povermsent activity incressod

e slmilye

17 .
UHontam, Aanmial Report of the Auditor and Treasurer of tio
Territory of Montena, for mﬁf&a\r Tocs (Liclenay 1003/s Pe 276

1% This 4s brought out in one of the auditor's reportss *I bep
leave respectfully to yepart for your information that there has been
reccived at my office from the Tressurers of the several counties in
tihis Torritory the following anounisses{The reporting countics were
Hadison, Deaver Head, kdgorton, Deer Lod e, Gallatin, and Jefferson]
sesllicre havo been no reports received from the other counties in the
Territory, owing in come instonces, to & lack of organization, and in
othors to other causos.® Montama, Honorts of the Auiitor, Treasurer
and Inifan @missioner, of the Territory of Lontuna \virginia Cltys.

.
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e Concluding Corments

Froo an sdminfstrative viewpolnt, then, what cbzervetions
are to te mads of the [inancisl adxinistratlion of the Tarritory of
Hentana? The first seoms to be that government was regsrded &s 2
necsssary ovil, llen were lorgely concornod with hewing and dizging
out an arsa for orderly livinz in the frontier, They were not cone
cernad Wl th puch things as heallh insurance, old age bencfits and
alds to agricultures 7They ¢id wmant laws guaranteelng them the right
to private property, security from viclence and the perscnal freodoms
knovn &5 civil libertles. 7o maintain those objectives, government
was essentiale Such & governmsnt had to have finances Lo run one
The obJectives law, order, liberty and Junilce tirouih govermment,
The chief qualifying factary money to suppord such an institotion,

A3 8 consgquence, the primary concern of povermment laadors
was that of eatsblishing a uniforn systen of taxation and collections -
The chiof gquestion was rot how to eontral poverrment sponding, but
ginnly how to ¢olleet ensuch monay on which t0 operate and stay outb
of dcobte To safeguard public funis qualifications were ioposed upon
finonclal officlals, but the whals jvverrmontsl procedure and particw
wlarly the fiscal systom was vary ruch a day to day affalreeono of
moetin: probloms as they arcoo,

Amonz the first laws passed ware those providing for the fiscal
officars-~the treasurer ond the audibtore-and stating thelr duties,
These duties were largely routine in matwre and did not allow for ary
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systecatic budgeting or contrel of expenditures. In retrospect
the auditort's annual fiecal repart arpesrs to bave besn a very
rodiventary budget thougsh there iz no evidence to support the idea
that it was viewod as such at the times There was no effort made
by the lcgislature to olosaly aihere to ite lesources of the
Territory socmed too vast to cause ithe sssumpiion of t.l:sa rosvonsibile
ity of planning for the futwre and that applied as well to tle next
yoar's expamxxiitures as to water and land resources.

The State of Montana inhorited such a financial "systen” from
the Terrilorye
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CIAPTER IX

FRUARCIAL PROVIEINS I THS COLTIIUTION COF

:E .ﬂ’:mk\

As the populaticn and wealth of the Territery of MHontana
grew, the public opinion of its inhabitants pade increasing demands
for statehoods Congress ultimately passed an Enabling Aot,,l apmroved
on February 22, 1837, and a Constitutional Convention was called.
Out of the convention came tho bLulk of the provisions faraing the
present day Constitution of Montona, Clauses touching upon finances
are found throughout the entire documsmt,

1, Taxabiom,

According to Artiele XII, Jecilon 1, it is the respensibility
of then lecislative Aocaorbly to provide for the reverue necessary for
the maintenance and support of the Ftale government, An ircome i
to be socured by levies of "unifcerm rate of assscssmont and taxation,”
in accardance wth Ysuch reudations e ghall sccure & Just valuation
for the taxation of all property” not ctharwlse exenpiod by the
Constituticn, Zy the same article the Legizlatwre was dven the power
to impose & license tax, both upon parsons and upan corporabions doing

e

1 25 state €764
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businoss in the State. All bills for raising reverus must criginate
in the Bouse of Representatives, but the Senste may proposo amende
ments a3 in tho case of othor bills,’ All taxes levied for Stste
parposcs are to be pald into the State troagury and can only be withe
drazmn thorefrom by legal ap;rormiatmgh

The greatest numbor of Constitutionsl statesents concerning
taxation are specific llimitations on the revenue raising power of the
iegislature rather than extersions of such pawers Thus, Article XII,
Section 9 states that the rate of taxation on real snd personal
property must not exceod two and onow-half mills on each dollar of
valuation. This 18 4mediately qualifled by the next tlause wihich
readss "sesvhicnover the taxablo proporty of the State shull amount to
8ix hundred million dollars the rate shall nover axceed two mills on
sach dollar of valuation.® Such & provision limiting the rate of
taxation was & meany emplayed by several states in the pariods whaon

2 Inclusion of the liconse tax was ono of the closely contestod
mrovisions of the Constitution, it being contended that a license would
not f3ll equolly uvpon the people. It was fimally eccepted howover 83
an ites of police protection with control of liquor sales boing the
principle cbjoctive stated in 1ts Justifications Froceodins and
lehatas of the Constitutional Convention, 1009 (iieYena, 1721)5 Dpe UbTw

3 Article Vv, Section 32,
b Article XII, Section 10,

5 Eiilam J. Shults, Americon Publia Finance pnd Taxation
(Bow Zarky 1934)s pe 2726 )
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dontanats Conastitution was drawn upp the thought behind it scoms to
have been that the way to limdt govermment spending was to limib the
wherewithall of its exponditurcs. Therefore, &s property valuo ine
ereasced with the consequent growth 4dn tax incone,; sn sulomatic ro-
adjustrent in favor of the taxpayory was writton into the fundamental
iaw of the Ctate,

This does not mean that the tax rate lizli cannot be exceadsd
under any cirounstances howevere The samo Section set forth that the
rate sould be incrossed if a majordly of the wiers indicated thelr
epproval by voting for such & proposal, the proposition being required
+o spocify the rate proposed and the period of tiwe during which such
rate should be levieds It waz further prav;.dod that & levy in excess
of tha cns stated adbove could bto made an livestook for ths purpose of
paying bounties on wild enimals and for stock inspecticns This addie
tional lovy could amount Lo no more than four mills @ the dollar
annually and was to be laid by tho State board of Hgualisation in
sccardance with law,

Article XII, Section 1l statcos that "toaxes ehall bo levied
and collected by peneral laws snd for public purposcs only." Thoy
mist bo uniform upon the same clans of gubjects within the torritordsl
Jurisdiction of the tax levying aamaign-é A&rd in a more general

AR T

6 o wtax® hes been definod by tho Supreme Court of the Stats
of ¥ontona as bLeing "an enforced contribution of money o other
property, assossed in accardince with sase recsonable rule of appore
ticrment by suthority of a sovereign on persons or property within
its Jurisdiction for tho purpose of defraying the public expenscs.”
State ve Cowdy €2 & 119,
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yprovision the Legislative Asscmbly is prohibvited from delegating
"to any speclal commission, private corporation or assosiation,* any
powar to levy taxes or supervise or interfare with the money or prop-
erty of any mnicipality in any waye! The taxing power is exclusively
the prorozative of the legislativo branch and this power cannot be
deleogated to & private corpwstion or sssociastions This nogative
stipulation does nod apply to locel unita of govermmnt however for
Article X1I, Section k4 says that the lozislature may by law "invest®
the power of assessing eand collesting taxes in the corparats authorie
tics of any county, city or towms Cnoe such & mnleipslily hag been
iﬂf:crporated by the State Lezislature it too has the mlw.‘;va pwwer
of taxation within its Jurisdiction for its ova mpport and the
Legizlature is expressly forbidden to levy taxes upon the inhabitants
of such carporats limits for coutty, towmn or mmicipal purposes, DUy
an oxtension of the principle applying here, rroperty of countios,
cities, touns, school dletricts, municipsd corparetions and publie
liraries as well as that of the United States ond the State of
Vontana is made cxexpt from tmtm.a

T Article V, Section 3.

8 article XII, Section 2 as amonded by Chapter 142 of the
lams of 1717 and made effective Uecerber 23, 1910 This section
also exeopted "such other property a8 may be used exclusively for
the agricultural and hortisultural soclsties, for «iucational
purposes, places for actual relizious warshlp, houpitals and places
of burial not used or held for rrivate a coarpaate profit, inatie
tutions of purely publlo chority and evidences of debt secured by
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Paramount among the ¢dvil rishis included in the “Amorican
way™ is tho inviolability of private proporty and the sanctity of
these institutions was provided for in Uontanals Constitution. Article
III, Section 8 forbede that private mroparty should be taken or sold
for the debis of mblice carporations, That such debls mizht be eid
however the soction states that the Legislative Jsserbly may provide
by law for their funding or for thelr paymont Ly assesament and faxne
ation "of &1l proparty not exempt from taxation within the limits of
ths territary over widch such corparations respectively have
authority,*’

mort;aces of rscord upon roal or personal proparty in the State of
Hortanseee® The debete on thia soclion of the Constitution was
pcrticu:!.arly heated and intereasting, sspocially thaet purt concorning
of relizious institutions. OSee Proceedin-s amd
nwms. ope £ibe, ppe LE3-LEOT.

7 In interpretation of thls section the Supreme Court of
Eontana has saids "This soction means nothing more than that the
legislatino is prohibited from enacting any statute under which
mrivate property may be taken o pay tne dobts of & pblis corpurae
tion, such a3 & county or clty." ldwards ve County of Lowis and
Clark a3 quoted in I ReCeMe 179 £3G3 53 W 35¥e  UON6F tho GLucy hore
Telng made the protection of private property is important in that
it is puaranteed from inequitabls taxation. There are, of course,
othor safezusrds of pivate proporty offered in the Gonstitution,
Cases in points Article III, Section 1k, states that, "Privato
proporty shall not be taken m' damaped for public use wimout Just
corpensation having been first made to or pald dnto court for the
cmer;' and Section 27 of the same Article reads, "lo persom
ghall be depwived of 1llife, liberty or propexrty without duoe mrocess
of Jawe®
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Two more taxation provisions remain to be concidereds The
Lirst deonls with ttamttwdaf&smt £ mines and mining elaing,
A Constitullonsl provieion regarding the levies on such property was
docd essantial becosuse of the imposeibilily of ascertaining the
actual value of mineral lands, Therefore, it was provided in Article
XXX, Sectien 3 that all minos and mining claims should be texoed ab
the mice paid thoreon in purchase from tho United Statess In addition,
gurface improvemonts on such land made for mining or othor purpoues
wore to be taxed according to thelr assessed valuoy and, finally,
the "amual net progeedsz of a1l mines and mining clalms shall be tased
as provided by lauw.* 0

Ly an smendment sdded in 1934 the Lepislative Agsembly wos oo
powered to levy and collact taxes upon incomes of porsens, firms and
corporations far the purpose of replacing property tm:en.‘u‘ Such taxes
ware to be "pradusted ad progrossive® and were to be used for the
support of public schocls and the State povernment. Thus Eontama
adoptod the incone tax slmilar to ilot which the sixteenth emondmont
of the Censtitution of the United Stetes hnd made 8 part of the

fedoral tax syslens

10 g secticon, too, was one which gave rise to stormy debalte
in the Constitutional Comvontions Oee Uchates end Froceodincs, one clte,

Pre L70wi79

11 srticle XII, Section 1a. The soction was enacted by zm
lazislature in 1932, spproved by the volers in Woverber, 193}, and
pvecuas ¢Ifoctive on leocibex fa, 1935
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2s Aprropriations ..12

The legislative authority of tho State of Montana im vestod
in the lecislative Agsarnbly, but in most instances of law enactmont
this 18 not an excluslve granty for *ihe peops2 reserve to thomselves
[the] power to propose lows and to enact or reject the samo st tle
polls.send alno reserve posor, at thelr own option, to approve or
reject at the polle, any rct of the legislative Asaemblyu."u
However, thls reservatlon of populsr control does not pertain to
b Specific larguage of the seme section
oxerpts ennctment or rejection of arpropriation proposals as woll &3
the right off approval or rejection of appropriation actg of the
icgislative Assenbly from the roscrestion of popular referendun,

Thus the legislature holds supromo control in the srhere of appropri-
atlion lacislation,

aprropriation neasures.

12 The word "appropriations' as usod in the Constitution
means, "the sotting spart of & porition of the public funds for a
public purpose, or a specific designated fund in osse or forr which
rrovision has been made, 1t not belng necessary, to constitute a
vallid sprrorriation, that the fund Le then in tie treasury.®
~unte.3ﬂm I HeColie 100 frem State exe rel. Bommer ve Ulixon et sl.,
? MLl

Lo

13 ricle V, Section 1,

% nag,
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Though the lawmaking bedy nweed not share its appropriating
prevogative, it is nevertheless subject to cartain Congtitutional
1imitations in its exercise of the power, (It would, of course, bo
sensitive o public opintion teco, although that lies cutside a conwe
sideration of Constitutional chotks.) First, appropriations eannob
be nado for eny longer term than two years. Then, no appropriations
are to be made or wy exponditures to be suthorised whereby the v
penditures of tho State durlng any flszcal yesr shall excoed the total
State tax incoms currently provideod for by lawe The Loglalative
Asserdly may, howovar, moke incroased appropriations if they mlm
rrovision for the levy of & tax sufficiont te pay such appropriations
at a rate not in excess of the two and onoeball ©ill levy proviously
nontioned, 7This mrovision appliss in normal tines,; but my be disw
reganded in case of insurreciion, Invasion e W.ES It hag the effect
of tyin: in closely the sepmrate functiona of taxation and appropriation.
Ehile this does not unite the activities for sound msl.auw plamning,
it does, al least, point out & responsibllity for maintalning a bale
ance betweon income and expundituro, _

General apmropriation bills are to exbody nothing dul appro=
priations for the ordiinary expenscs of the three branches of the State
govarmonteelogislative, axecutive and Judislisle-interest on the

35 srticle XII, Secticn 12,
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public debt and for the public achaala.m Al) other sppeopriations

mst be mde by soparate bills each a:bracing one swiocte The
generality of this section has glven rise to the noed of Judicial
interpretations In ¥iller Insurance dcency ve Porter et al.,)? the
Suprene Court of lontmna delined "ordinary exponse” &3 fany expenso
which recurs from tims to time ond is ressonably to be antlcipataed

o3 likaly to roour ia the propor operation end maintenance of the
departrents of the State govermment.® The tera "public debt® bhas
been held to Include werrants as weoll as benda;ls thus, allctment

of funis may be inclwded in the gonersl appropriation bill for poymont
of delinquancios on principal and intorest of outstanding warrants,.
The secon) sontance of the section would seem to indlcate that all
appropristions except those of gonoral mature muzt be posaed by
individual billsy but the Court hao hold in AI1L v, Rae™ that where
an appropistion 13 merely inclidental to & "larger but single subjost

of lerislation,® 1t may be included in the enactment concerning that

15 article V, Section 13,
37 93 u 67,
13 seate ex rel. Palmer ve Bichkman, 11 M Skl

19 ¢2 u 378,
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subject mxl need not bo mde Uy a soparate bi1l,20

The scope of aprropristions purposes 1s limited by Article V,
Soctlon 35 which states that "no appropriation shall be wmade for
charitable, industrisl, educaticnal cr bonevelent purposes to any
peraon, corparation or cosmunity not under the abgclate control of
the State, nor to any denominatimm or ssctordan institution or associa~
tion.® The qualification is emphasised and narroeed by Article iII,
Section 8 which says that no undt of government within the State of
¥ontana shall by appropriation or any other prant of land or property
aid any institution controlled in whola or in part by Yary church,
sect ar dencmination whatever,?

Flnally, to prevent o stanpeds of epecisl spmropriation mcasures
from being presonted and rushed tlrough the Lepilslature during the clode
ing days of a ssonlon, when the presswres of public business is at its
hoicht and the dangar is vary otrong that messures will be passod wWithe
out due considoration, Section 21 of Article V Forbids the introductien
of any appropriastion bill, except for e expenses of the govormment,
within ten days of the clece of the sesalon, except by unanizous consent
of the branch in which 1t 18 sought to be introduced. |

20 gimtlarly Article V, Seotlion 23 states that "Uo bill
excopt genaral appropristion billy, end bills for the eodifisation
and gonaral revision of the laws, chall ve passod containing more

than one subject, which shall be clearly expressed in 1ts titles.."
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3« Debt Croations

Just as they wors careful to prescribe the taxation powers of
the lesislature, the framors of the State Constitution wore cautious
abdout the extont of pblis dabl which night be permitted, and the
guarantoes for repaymant of public indebtednoss, Only in the case
of var, invasion or lnsurrection can the aggregate publis debt exceed
tho sun of ow mndred thousand dollars unlegs the low anthorizing
such indcbtodness is first sulmitted to the peoplo and the majority
indicates its approval in o goneral clections Otherwise, logislative
enactmenta can provide feor raising pbllic funds through incurring a
debt not to excood one hundred thousard dollarse Such a law is
irre;eslable until the indobtadneso has been repadd fullys it must
specify the purroso to which the funds ralsed will de sppliad, [roe
vido for the levy of a tax sufficiant to pay the intarest, und
extinguish the principel of the debt within a glven time nmma
The State is forbidden to assuno the debt or any part of a debt of
any county, clty, town or munlclpal ecrpamum-zz

Aallrond devnlémnt vas poorly at the peak of its expansion
in Zontana et the tizme the ttate Conetitution was belng drawn upe

(o=

a Article XIII, Gection 2,

22 srticle XIIX, Soction L.
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Tressure upon the Territorial govermrert seoking to pain leginlation
and grants favorable to rallroad corparations had been mumorous snd
serious, Consequently, in an attorpt to eliminate the possivilitics
of future oraft and collusion betwoen rallroad *interests” and Stuate
officials, cortain featurea were incorpax-ated into the Constitution,
The rirst statepont concerning thia mstter whish appoars in tho
Constitution readss
The lezislative agsexbly shall have no power to pass any
law authorising the State, ar ey county in the stats, to
cantract any debt or obligation in the constructicen of any
rallroad, nwgiworlmg&ts cradit to o in aid of the
conotruction of the same.d3
A geocond statement 13 even rore ceplicit, providing thst
nellher the State por any county, city, town or munlcipelity chball
over, |
sesloan its eredit in aid of, or makts any donation or
grant, by subaidy or othmwlee, to eny lndividual, sssocliow
tion or corpoaration, excert &3 Lo such ounarship as méz
accrus to the state by operation or provision of luw.
Thore can bo little doubt as to tie Antent of those poasuras,
The histery of thelr effoctivanezo=wcy ineffectivanosse-in the
elimination of comivance betwoon Hentana goverrment and privale

corporations should be & most Intoresting studyl

PR
23 4rticle ¥, Sectim 38,
2 Article XIII, Section 1.
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To precluie the possibility of a diversion of mbllic school
monoy from the purpose for which it wes intended to other useseesuch
&s defraying the public debt or to be exponded Ly somo other branch
of tho State governmnte-the inviclability of the publis school fund
plus ths interest arising from such fund i3 guaranteed by Sectlon 12
of Article XI. CSection 3 also states that

eseBuch public schocl fund shall forever remain inviolate,

guaranteed by the state agalnst loss or diversion, to be
invested, so far as possible, in public securities within
the state, including school district bonds, issucd for the
erection of school bulldings, uvnier tho restrictions to be
rovided by law,

he Financial Cfficess.

It 15 roadily seen from the forepoling that the Constitution
of tho State of Hontana goes into consikierably more detail with
regard to publio finance than docs the Conatitution of the United
States. Simllarly, the State's fundanental law is far more explicit
in outlining the financial adniniptrative fracework and the dutles
of various officials than is the fedoral Constitution.

The Momtana State Constitutlon establishod an executive
departnont conslsting of & Covernar, lisutenantegovernor, Secretary
of State, Attarney General, State Treaswrer, State Auditor and
Suporintondent of Sohocls, cach of shiaz 15 elected to office for a
term of four years,®® Al of tho officers of the axecutive
emas————

25 Article VII, Section 1. (7The State Treassurer 18 not
elicible to Lia offlce for the succeading torm,)
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dopartmant plus &ll public institutions of the State are required to
koop an scoount of all the monay widch they receive and tha sources
frem uhish 4t ccmos, of tm services which they perform, and of all
the nonoy disbursed, A seni=onmial repart of such transactions is
to ve mxic to the Governor waer caths At loast twenty days prior
to each regular session of tho Leglslative Assonbly thay &lso are
to male *full and coeplete reparts of thelr official transactions®
to tle Governor who then transmits thom to the legislative mwmsr.a
The Governor hiasolf submits to tha legislative Assenbly a statement
“xith vouchers® of ths expenditures of State funds which he has madee

Something akln $0 budgelary progsedure 43 laid by the stipulae
tion that ihe Governor ghall transcit to the lLeglslature at the
beginning of each sossion “eslimates of the amount of ronoy reqguired
to be ralsed by taxation for all purroses of the state.“za This
work of the chiaf exocutive is facilitated by the qualificaticn in
the sampe section giving hia pawer {0 appoint &t any time he deems 4t
nocessary & camnittes "to Livestipate and report to hinm upon the
condition of any exocutive office or stats institution,' Such an

5

a7

investizative power i simllar to that cusrcised by the president of
thoe United States tircugh his kxeculive Cffice.

- AP

25 article VII, Section 19
21 prticle VII, Section 10,
28 n:‘ido
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Very different from the presidentts power to veto legislative
acts sont to him from Congress is the veto power of the Soverncr of
Yontana, Article VII, Section 1) statos thats
The governor shall have povor to disapprove of any iten
or iterm of any b1ll making sppropwriationa of moncy, ome
bracing distinct items, snd the part or parts approved shall
becone & lawy, and the item or itens disapproved sinll be
void, unless enacteod in the following mannars If tha
lezislative asserbly be in session he shall within five days
transmit to the house in which the bill originated, & cony
of the itom or itema thereof disapproved, togother with his
cvjoctions thereto, and the items objected to shall be

soparately reconsidered, aml each itom slrll than take the

smcmseuiapgescri’aeﬁtormmmanrbmaw
the exocutive veto.<?

Tius the Constitution of Kontana provides that the Coverncr
shall have the "item veto® powcr in comnection with appropriation
legislation, Its use shall be cbecrved moro closely in a later
chaptor,

The other financilal officers of the executive departaoent of
the State are tha Auditor anmd the Treasureres The Constitution makes
no emmrcration of the Auditor!s dutles, btut 1t doos specify the
respensiilitios of the Treasurers

Tio Treaswrer is required to leep & soparate account of each
fund in his hards and 1s to make a quarterly report in writing, under
oath, of such funds to the Uoverncr, thelr credit, the amocunt of &il
money collected and the places whare such moncy 15 held or deposited

PRSI

29 article ViI, Section 13.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



33
along with the muber and ancunt of every werrant *pald or rodecusd
by bhin ¢urlng the quartor.® The Legislative sssenbly moy mekeo
farther re;ulations by law for the "safe keeping and manaroront of
the miblic funds in tho hands of tho tressureri” Lut regardloss of
such rulings the Treasurer and bls subordinates are etill responsible
for the funds in their charge.~° Furthor, no monay 18 to be patd out
of the treasury except “upcn apprromwristions made by law," or upon &
warrant drawn up by the "propar oxrim.”n

Thouch not classed o8 an office of the executive depertment,
ane othor official position dealing wWlth finance is estadblished by
the Congtitution, That 48 the office of the State Examiner, to be
f£illed Yy appointent by the Covernor and confirmed by the Senatse
Eis duty 19 10 exanine the sccounts of the State Treasurer, tha
suprems gnd district cowrt clerks, and all county treasurers and the
financial officors of such other public instittimms as wmay dbe
prescribed by lawe llo is Lo repart snnually or oftencr 4L required
to such officors as the lezgislature deaigmw.‘?'z

30 a11 of the provisions set farth in this paragraph are laid
dom in Article X1I, Section 13,

32 aArticle V, Soction 3k
32 prticle VII, Section 8,
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Se Financial Boardse

A Board of Examiners is also provided by ths State Comstitution,
btut its duties are in no way eimller to those of the State Examiner.
Boord morbers are the Governor, Secretary of State and Attorney Cenersl
ef the State serving ex officie, It is the duty of the Board to examine
all clains against the State, "oxcopt salaries or componsation of
officors fixod by law,® and no clalnm s;aingt the State, with the excop=
tions rentioned, are o0 be passed vpon by the Legislature withoul having
{irst boen acted upon by this Board, The Doard has the edditional
responsibility of recommending the suspension of the State Trensurer
by the Govermor for the protection of the public monay.

Bot provided far in the Constitution when it was first adopted,
but added by amendmont in 1500 is the Cepoaitory Bourde Composed of
the Covernor, State Auditor and the State Treasurer, this board hos
*full power and authority™ to sslect the depositorics in which &ll of
the fundg in the bands of the Gtate Treasurer ghall bo depoalited.

The rate of interest on such funds I to be prescribed by lawe Once
noney has been deposited unler the direction of this Bomrd in accord-
ance with law the Treasurer is no longer responsible for its less for
any othor reason than his cwn “noglect, fraud cr dishonorable conduct.®

33

Qe

33 article VIX, Section 20.
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This amandmant was included in Article XII, Section 1k which contimued
to prohibit the making of profit fron public moueys, or meking nse of
the publis maney by tho Treasuwrer or any other public officer for any
purpose not authorised by lawe Such an illegsl sct was oconstituted
a feloyy and conviction carrisd the ponalty of disqualification to
hold ary public office in tie future besides such cther punishnent
which the law might provide,

Section 15 of Article XIX sst up the State Board of Equalisation
which has grown to be one of the major argana of the Hontana State
flscal systeme Originally the mombers of the board were the Govornor,
Secretary of {tats, State Treagurer, Ctate Auditor and Atiorney Cere
eral, This was amended in 1922 and thereafter the nuber of mucbers
of tha Board was to be three, &ll appuinted by the Govornor, by and
with the advies erd concend of the Cenate for o torm of six yoars.
The ori;inel terms were {0 be two, four and six yoars rospeactively
o thus it was ectablished thst thore should be experienced mobars
on the Board always thorcafters, o more than two of the merbers can
be of the sans politlicel party anmd all are required $o devote tholir
£ull time to the dulles of the Dourd.

The function of tim Ioard of Lgqualisation is written aa
followss

The state board of equalization ghall udjust and equalize

s valuation of taxable proporty among theo sevoral counties,
ard tho different classes of taxablo property in any county

and in the seversl countiea and between individual taxpayers;
puporvige and review the acts of the courty assessors and
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county boards of equalizationy change, increase, or decroase

valuatlions msde by county asscssars or equalized by county

boards of equallzationy and exercise such suthority and do

&1l things nsccssary to secwre a fair, Just and equitable

valuation of all tazable property among counties, betweon

the different clusases of property, and between Individuali

taxpayerse GSald state bourd of equalization ghall also have

such othier powers, and porform such other dutles relsting to

taxation as may be prescribod by law,

Tiw Constitutions) duties arc indeod of considerable extent
and impartorce and coupled wWith the furtler responsibilities imposed
by law in accordance with the last sertencs of the above sectiom
they moks the Doard of Equalizatlion a most significant instrument in
the adainistraticn of State Linance.
Seeticn 16 of Article III imposes the further oblizetion on

the Doard of ikqualisation of assessing the franchise, roadway, yoadbed,
rails and rollisg stock of all radlroads opersting in more than one
eounty in the State of dontanas The procewds from such &ssessoents
are to bve apportioned to the various loval governmontal uniteeegcuntles,
ocitlos, townsw~in shich the railroads are lossted. 7This i s speclifie
cafermont of origsinal agssossoent pover on the State Doard of Equalizoe
tiocn) the Sountana Supreme Courtd hoo hold that this grant of powor does
not Lmply however that all other povcrs of arigingl essossaent are

excliaxded from the 20@&.35

3 jrticle XIT, Sootion 1Se

35 state ve State Board of Pmqualisation, 56 U 113
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Two other boands exist which have duties of & suporviswy
pature relating to State funds. Tho first is the State Board of
Land Camisaiomers which is composed af the Uovernor, Jecretary of

Stats, Mtomgy Ganeral and Superintendont of Publice Instruction
35

sarving ex officio. The function of thla Board is to classify
lands which come under the ownerphip of the State of Hontana as Lo
their valus for grasing, timber, soriculturo er town and eity use.>!
it mlso Las directien and control of the sals or leasing of school
dands of the Ztato under the repulations end restrictions of lamja
Pinally thero is the Supervisory Tnvestsont Boards”” It is
cemposed of the Justices of the Suproms Cowtd of Hontang and has
supcrvigion over the administration of tia money in the Trust and
Lezacy Funde Each January the Board is to review the adnmlnistration
of the previous year md declde uncertain quostions vhich my hsve
ariscne It 13 to ascortain that the ttate Noard of Education porforms

its dutles proporly in the sclual adulnlgtratlon of the Fund,

36 prticle XTI, Section Ls
37 irticle XVII, Secticn le

33 srtidle XI, Section ba

37 srticle XXI, Section 17.
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6e Concluding Comment,

Though much of the detail of financial adninistration was teo
be provided by lawg tho Constitution of Hontana got up the basis
framcwark whdch exists todaye Therelare any genaral revision of the
Stato financisl esystem would demand Constitutional revisiooswa factor
which adds %o the difficulty of chanjoe However, the basis sob forth
wos troad enourh to &llow the adoplicn of some administrative improvo
ments by law ratber thon by amcndnments An outstanding ome of these
is the logislative budyets
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Lo
CrAPTER III

GINEBRAL BUDCET FEATUDES ANL HQUTANA'S
BUDGET ACT

1. General Budget Features.
A Wetl osy be a relatively sirmple or complex document
‘ucaﬁmut&cponcyo:thegwmtemphymgumbudzet
eystom, the purpose which it is to accomplish or the natwre of the
government itself, Depending upon tihose cmsideraucz;s, thoe docuw
ment ay be 8 very brief estimate of the axpensos of the governsent
for an ensuing period based larsaly on expenditures of the past with
anticipated incoms similarly doterninedi or it may be an instrument
of much broader government planning wherecin wice soois) change is
involved in which case the budpet docuncnt wmust be much more conprew
bensive providing for all concelvable expenditures and predetorsine
ing the probable income as closely as possible,

L - o

S "Dudcet® 1s darived from the French word bourette meaning
bag or wallet, "In England the word 'budget' mas appiied for &
lorg tims to the great leather bap in which the King's treasurer or
finance minister (later chancellor of the Exchequer) carrioed the
docuronts explaining the country's nooeds end rescurces when he wont
to Parliament, JFrom his cpening of this bag before Farliament cano
the phrase ‘opening the budget,' which is still usoed todaye. Crade
ually the meaning of the ward 'budget! shifted from the baz itsclf
to the documcnts which the bag containad; that is, to the financial
ostimates and the eupporting astatoment of seccourdse Thon, during
the later development of Fnzlish povernmont, the 'hudget! took on &
much broader meanings it cams to sl nify certain basis clenonts in
the established &ysten of conotitutionsl rishts and to ecbrace
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thether the budget be simple or complex thers are certuin
foaturces which are common t0 all suwch documents. First, the budget
etatemont conyrises a financlsl plan which soeks to establish a
balanco between expenditure and income. Second, 0 sccomplish thie
the monstary requirements of governnent must be analysed for the
ensuing fiscal period amd iftemized alon: with &1l of thae sources of
revenue and the prouable amounts thereofs It may bve necessary to
have new sources of revenue proposede Finally, the plan must be made
for soma definite period of tine, These essential features of a
budget have boen descrived by Buck as "egullibrium, comprohensivenesa
end anruality,*?

In addition to the plan as sot forth in the budpet document
there must Lo & procedure fur "forwmlatin:, authorising, excouting
and contrelling this plany® and £inally there must Le scme "governe
sental authority® responsible for offecting the various steps of this
procedures All together the plan, the steps in its development and

the gcovernmental egencies concernad have been termed the "budget ayetam."’

certain rules of precedurs under which these rihts wore maintained
and cxercleed. A4 be Duck, The Budret in Jovermments of Talay
(Bew York, 1934) pe 5o Thus evolved Lae mocern meaning of buagett
a financial statement of the cetimated income anxd expenses of a
country for a poriod of time. It is sisnificant that this meaning
and tho procese which 1t doscribes has grovm up with representative
govertumente

2 Ibidey Do 142,
3 Thide, Pe Lé.
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2. Steps in the Development of Vontana's Budzet Systex,

A8 has beean previocusly mwd,h & rudizentary budget was prow
vided far by the first legislative fscombly of the Territory of Yontsna
in the act requiring that the Territorisl suditer furnish to the Logise
lative idssadbly a detailed account of the condition of the revenue and
expenditures of thoe preceding year, yith estimates for the anount of

revems and exmenditures g:m- the sicceedine Yeur at the commenoensnd

of vach reular sossions The essoence of Lhis dutly continues to the
present day in the statutes of Emtmg altlough it has been modifiod
slichtly, particularly 4in 18956 when the law was chunged to require
that the roport of the Auditor be given to the Governor on the first
Eondgy of Kovesbor noxt preceding each rejuler sesslon of the legislaw
tive Assecbly instead of directly to thae Assembly itoelf, There is
no evidence o indicata that the lezlslators who provided for this
esbimate in the first laws of the Territory did it with sy consclous
effort to establish a budiget systeme 4s wilh other sspocts of early
Territorial pgovernmont the provision was included to meet a practical

need and aross fron no theoary of pgoverntnt.

L Sce page O
5 151 R.Cele 1935,
6 1,20 R.C.He 1895,
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An exanination of the ruditor?s reports indicatas that the
provisions of this law were not always achered to by those early
officers. Many of the reports of Auditors both in the Territorial
and early State government contained no estimate of either expendie
tures or revonuo for the ensuing fiscsl perioed whatscever. Ard
whon such a statement was included it was of the briefest form in
sll casas,

With tho change in the law wlorelby the Auvditor was required
to maks his report to the Covernor instead of to the lsgislative
Assembly 1t would secm that the duty of reporting the estimates for
the ferthcoming fiscsl pericd would be imposed upon the Covernor,
Such was not the result. In soversl instances the Covernor did make
specific financlal propossls to the legislative body.! These larpely
comrised recoomondations concerndn: taxation, sconomy or the publiec
debt, Upon a few occasions the Governor tronsmitted the Auditor's
gtatenont directly on {0 the lezislature, Iut in cnly one instance
in the periocd betweon the foundinz of the Stete and the establishment

7 Tho state Constitution made this one of the Uovernor's
dutics, Article VII, Section 10 states in parts "...The governor
shall at the bezimning of each ssasion, and from tine to timg by
message, give to the lezislative assembly information of the condie
tion of the stato, amd ghall rocormond much measures &s he shall
decm expodients.e.ofo shall also at the bepinning of each session
prasent estinates of the amount of money required to be ralsod by
taxation for all parposes of the state.”
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of the budget system did the Uovernor eend 4 messazse Lo tho Leglslae
ture in any way rescmbling a bulzct statemonte This occurred in
19CT when Governor Joseph K, Toole in a specisl measugas to the
sontana State Senate at the 10th session of the leglslature offered
an estimats of expenditures and revenucs for the ysars 1907 and 1700,
The statoment amounted ia part to a recapitulatimm of the correspoasde
inz sections of the Auditort!s repurt to Lhe Gwemo:?z however the
Govermor went into groater detall in presenting Mdse data and had
made changes in the Auditor's figures in some cases. JIndications
are that Governor Toole twok a strong interest In this presentation
and had done a good bit of personsl investigation in its preparatiamm

3. The Hudgst Act.

In the period from 1511 throush 1918 twenty-ning states in

the United Statss adopted some desreoc of budzet systen lesialatiomn

8
Joseph K, Tocle, A Srecilal lessare to the Senate the
Governor Lith Statement Bhowince Finangink oreibion OF tneb'%tsta,
TELAmal08y Lonbin ent Lancnacs, ELCe 1:0] (liedeia, 37017

? Yontana, Biennial and Anrmil Fenorts of the State Audit
s ‘amoprta of the Stale Auditor
of Lo utate of Sx}nmzm TOr Lho fatnol eard bodine Noveseer g_,"

Y;O‘E . a, ' .

0 Jogeph K, Toole, ODe cito' Pe e

11 Leonard . thite, Trends in Publie Administration
(few York, 1533) pe 137,
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In 1719 tha 15%h lagislative Asscubly of the Stats of Fontana followed

the trend in pmsin;f; "in act to provide a budget system for the
corlrol of all expenditures of stste mmya.“m

The primary innovation of the "Judgel Act" as tle law was Lo
ve cdledl? was the establistmont of the State Deard of Lxaminers as
the budpet meking authority of the Ltates The contral stutement and
thae detalls of thls duly sre contained in section & of the ict which
mrovides thatt

The stale bosrd of exaniners shall deliver to the presiding
officer of the house of representatives and of the scnate the
budgets for all the moposed sppropriaticns, clsarly itemised
and classified on or before the 10th day of each sessiong and
the presiding officer of ¢hs houss of representatives and of
the senate shall prouptly refer sald budgets to the mopex
ceansittecs The genersl epprorwiation bill for the maintenance
of the several departanents of the state government and the
soveral state institutions shall bo based upon the bwiget 5o
submitteds and the lszislative nssasbly may amond the burdgets
by increasing or diminishing thoe ltems therein, except that

12 T1e b1l (House Eill loe 30, otherwise known as the
iasmuoson B1ll) was introduced into tho lHouse of Hgprescntatives by
the chalrman of the ways anxd Moaus Comnitteo, C, A, Husmmesson of
Clendive, Lentana, on L February, 1515« Tassed by ths Senute
on 6 Harch, 1519, it wes spmwoved by the (overnor on 1l Farch, 171%.
Sension Lewn, 1919, Chapter 205, ppe L91-LSLe The Budget ket as
rocilicd by exbsequent leogislation is in Chapter 27, Heleie 153%
For eleps in tho £il11's passago poot liouse Journal of the Siztoenth
Lerislativa Assecbly of the Stata of Lonbain ppe Ll LLOs L7y Suliy
T20, Golp OOs G20y 1Lk 702 TG(s T0v§ 6nd the Sennte Journal of
the Sixtoenth lLarislative Asmombly of the State of morbana PPe Juls
%5, 370, Uy Wik L3O, 533, 551y U0, Oile

13 Section 1.
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the lerislative masonbly shall not wmend the budgets so sa
to affect oither the oblijatiuna of the state or the paymeat

of any salaries ired to bo paid by the constitution and
luwg of the state.

Subsequently the Soard was required to dasizmate fronm widch
fund or funds arpropriations wore to be mde.w

In composing the buwdget plan the [irst steps are taken by the
varicus executive departments, agoncles and institutions of the Stste
govermnmantt  Yeach department of the state government snd all state
institutions and agencies requiring eén anmual appromriation from the
state" 13 to present a request therofore to tiw State Board of ixaminers
o or before the wtw day of Eoverber of each year preceding a regular
session of the Logislative Ansaawlyq.n It 18 stipulated that such
requests are to be made by the bead of the requesting deparimert, ine
stitution or agencys For the Judiclary the Clerk of the Supreme Couxrd
i3 to mako the request under the direction of the Chief Justice of

1 Tho wording of this sectlon and its orsanization was
revisod in 1933, but the essence of the law remains the same and 1s
now oontained 4in Sections 275(2) and 277, Relele 1930

15 session Laws, 1333, Chapter 167, Section 3.

15 11 orizinal act set the doadline as the 15th of Novamber.
(section 2) This was chanped in 1933 to the lst of lovesber.
segolon laws, 1533, Chapter 167, Gection 1.

17 Section 3.
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the Supreme Court,}? It 1s the duty of the State Accountant?® to
furnish blank forms upon which ell requests for appropriations are
to bo made in accardance with rulea set forth by the State Board
of I-anminers.ao

Once these requests have been submitted, it 1s the power and
duty of the State Board of Examiners to examine them and determine
the "necessity of the appropriations so requested.® To facilitate
such exaninatlon, the State Board of Examiners has the paver to
require the proper Stale officlals in State agencies, and institue
tions applying for State mongy and appropriations to submit itemized
statements and othor information as the bosrd mey di.rect.a Follcwe
ing its investigation, the Board of Lxaminers proceseds to draw up
the budget document preparatory to its pregsentation to the legislative
Asserbly within ten days after its convention in regular aession.zz

18 Section 3.

19 The orizinal act made this the duty of the State Auditor,
The duty was transferred to the State Accountant in 1933.
Sesaion Laws, 1933, Chapter 167, Section 2.

20 Section llm

21 gection 9 (2).

22 pefore the 10th day of the legislative session tho State
Board of Examiners is to have copios of the Budget printed and dlgw

tributed to mambors of the Lezislative Assozbly and to all "State
departments, institutions ond agencies.” Saction 0.
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Originally two budgets, one for each of the two ensuing fiscsl ysars,
wore to be mwesanted to the llouse of Reprosentatives and to the Senate,
This wans modified &n 1933 and thercaftar Jjust one budgel was to be
submitted for the ensulng blemniasl period and was Lo "enbrsce an
itenisad estimate of the appropriations for esch of tie two ensuing
fiscal years."z’ Such budget must containg

esed tomplete plan of proposed expenditures snd estimated

rovenues far the particulsr fiscal year to which it relatos;
and shall show the sstinmated surplus or deficit of revenues
at the end of such yoar., Accompunying esch budget shall be

a statonent ehowing: (1) The revemws ami expenditures for
each of the two fiscal years next mecodingg (2) The current
assets and liabilitlies, rescrves and surplus or deficii of
the states (3) ALl debis and the smount of all moneys in the
state treasury to the credit of each fundy (L) Any explanation
the board of exaniners may desire to make as to the important
features of any budzel and any susostions as to the mpthxis
for the reduction or inorease of the state's revenue.

Each budgzet so swbanltted is to be divided into two parts, the
firet part belng designated "Covermuontal iprropriations®s’ and the
second part tormed "Genaral Apmupriatiom:“%

The sectlon covering governmontsl appropriations is to include
itendzod estimates of the appropriationsg for the two ensulng fiscal

years for the support ¢f the three maln bramnches of State government,

23 genaton Lawe, 1933, Chapter 167, Section Ja

2k Cection 5 (b)
25 section 5 (o)
25 section § (d)
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1e8. the lezislative, exeoutive and the Judicialy and for thae
establishment and maintenance of a schoovl system throughout tho
State, for aalaries payuble under the Constitution and laws of tha
State, for paywments discharging the principal and interest of any
bondad indobtedness of the State and £inally for "such other purposes
as ere set forth in the state constitution,"e?

ile socand part of tho bulgoteelonaral Appropriationse=is to
include "all clher egiimates and ammhum."w

Acoording to the Budget ict every apmropriation b1l prasented
in the legislative Assembly must be one of two typose-glithor a
®Budzet CAL1® or & "Supplementary Appromviation BU1."0 A Bulget
3111 i3 ome appropriating State monoy for purposes ocutlined in the
budzet plan submitted to the lLeglslature by the Bcard of Exacinars.

70 assure thet adequate appropristion messures will bo passed
during the legislative peasicn Soction 8 of the act states that
neithor the Sensts nar the licuse of Representatives is to consider
any other appropriations until the Dudget Bil) has been finally scted
upcn in both houses, Further, Section 9 provides tiad if the General
Approyristion Bill has not beon finally scted upon by both the Scnata
and the liouse of Representatives en or Lofure the 30th day of the

W
2T section § (e)
28 gection 5 (4)

27 gection S (a)
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sesclon of the Assombly, then the Ucnoral Appropristion DilY &s to
bo considered Lo the exclusion of sll othor bills until final action
on 41t has Leon taken,

A Supplementary Appropriation DIl 4» one which provides a
sum of moncy for sume purpose not established in the budpet. Such
aprropriations are Yo bo axbodiod in a sepurate bill linmited to some
fsinzle work, object or purposo tierein ststad.? 4 Supplementary
Apreopriation 3111 cannot become law unless it is passed in each
tranch of the legislatws by a twowthirdas majority of all ths perbors
by roll call m.}o And every such bill must be firet sulwmitied to
the budgretary authority, i.¢. the State Board of Ixaninors,

Yhon & mecber of the legislative Ansorbly introduces such &
Supplementary Approjriation Bill he 13 required to submit an extra
cory to the Clerk who tranamits it to the State Doard of Exandners.
¥ithin five days of the receipt of the bLill the Bourd of Fxamliners
is to return the i1l to the Clerk, with recormondations and sugpese
tions regarding the appropriation to be transmitted to the coumlitee
which 15 coamaidering tho bm..’l

Finally, the Aot rrovideos that the State Zoard of Ixaminers
ar a represontative of the varlous executive departnonte, boards,

PUCE—————
R Section 8o
3 sootion 9 (3).
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and instliutions of the State has the right or may be requosted by
either branch of the Legzislative Asserbly to sppesr and be hoard
with reference to & Budget BA1L dwring its cmiﬂmﬁmﬁa In this
manner the legislature may receive more direct information concerning
the financial situation and the reguests of various State activitiecs
ard, on the other hand, these various sponcies may have tho opportunw
ity to "pload" thelir special cases before the legislators.

Le Conoluding Comment,

Specifically now, what are the luportant features of the
Budget Act? In resume’ lhay are as fcollowse

le The Budget Act provides that the budget shall be prepared
by a comdission composed of the Governor, Socretary of State, and
Attornoy Conoral, 1.8, tho State Doard of Ixaminers all of shonm are
elactod Yy tho psople rather than being respomsible to the executive
head of the State or to the Lepislaturs.

2+ The Cenersl Appropristion Bill for the maintenance ef the
departnents and institutions of tho State goverrment mst be basod
upon the budget submitled. Thus, the State Board of Exsminers is
made reaponsibls for leadership in financial legislation,

3« Supplementary Apprerristion Bills must be shown (o the
State Doard of Examiners which %9 required to offer a statement of

32 gaction 7e
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edvice on the merits of the b1l 40 the Leoglslative Cormittoe cone

sldering the billj and in order to booome law such bill must be
approved by twosthirda of the mecbarship of both branshes of the
Legislaturo,

Le Tofinite tima linits are sot on both the submiseion of
the Duwiget to the legislative Asserbly and the period in which thw
Agsanbly has to considar the plan,

Se¢ lembers of the Board eof Ixuminers or other officinls may
appser or be called to oppear bofore the Legislative Aszsenbly to
teatlify on budgotl proposals, "

ée While the provisions of the budzet are laid dowm by the
Board of fxamincrs the final apmroval rests with the representatives
of the yuople.

7« Lo provision i3 made in the Dudget Act for the administrae
tion of the budget onse adoplod.

It econs ocbvious that the lontana Legislative Dudget, as sgot
up by the Budget Act, conforms to the gemeral principles stated al the
beziming of this chaptore It has equilibriunm, estimaling both income
and expenditures of goverrmunt, It is dmpre!mmiw in that 1% analyses
the govormment's financial reguirements in detall, classifying them os
of govermeentil or gencral nature, In thils respsct the Budget Lot
established & budget system which roes far beyond the yuwdimmnts of 8
budzet found in elther the Tarritorial or earllier State financial
administrations Finally, 1t has anmmality in thet the Budget 49
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prepared for the onsuing bleonial perlod and embraces an itenmized
entimste fopr those two yearse Thoge are gll aspects of the financisl
"plane®

Liow the formulation, suthorization, execution, sml contrclling
of thia plan must be investizated in detail,
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CUAPTIZ XV
BURGIY YAKING

le The First lagislative Mget of Liontons.

Passage of the Dudget Act and the delegation of the task of
budzet making apparently caught the State Bourd of Lxaminers unpre-
parod to engage in such a large, tochnisal uativit;r.z‘ Consequantly,
they requested the State Efficiency sand Trade Commission® to taks
over the work and prepare a budgoet plan for presortation te the
leginlative Assexbly 4n 1921,

The State Efficiency and Trade Comlssion had been established
by tho Sixteenth legislative Session in 19193 and given a twoeLold
duty, First, 4t was to conduct investigatiors of the financlal and
business policles of the State mnd 4is various officers, burcaus,
boards and departments to detoruine abuses, ineflliclency, end
unnocessary expenditures of monay, and thon t¢ devise ways of carrocie
ing such faults, making suggestics for more satisfactory bookkeeping
mothodse Second, the Comission was ¢0 conduct & full dnvestigstion
of the s ject of wholesale and rotall prices of merchandise, along

ARSI SRR

1 wontans, Repart of the Itate Efficiency and Trade Cormdssion
Remderod on Noverber I, A715 to Uovornor Se Ve Ster y 4v
Pe 27e

2 Tvid,

3 Session Laws 1319, Chapter 10Le The three merbors of the
Coxdassion wero in the lazw which created it., It was to report

its findings to the Covarnor.
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with trade and manufacture, wifair trade practices end comtinations

or a reencnts in restralnt of opon compotitions To sceonplish thess
enis the Commlsslion wes yiven full power to enter pramisos, compel
the attendance of witnesses, and subpoena rwm."‘ In view of these
dutios the dolegation of the originzl step in budgst planning to the
Camission by the State Doard of Zzaminers was loglcal, but the scope
of the muny investigations which Lthe Comission wass detalled to underw
tako imposed ecnsidorably more work upon it than could be accomplished
adequately 4in the time limit aehs

Eince the Commission obvicusly could not perfors its invesbiptw
tive dutlies and camose a budpet plan too, it was decided by tihat
group and the Stata Boord of dxarmdners that the Comnission should
hire the expert scrvice necessary for developing a budpget plan.é
Therefore tho servica of Tanner, Gilwan & Ellis, Certified Publis
Accountants, a Chicago firm, wus sooureds The State Accountant,
Kre Re do Lemert, was appointad by tho Ltate Board of Examiners to
act as its represontative working with the members and technleal
experts of the Efficiency Coamsission ard the sccounting firm. As &
result the f£irst budget documont snd the budzet plan which has since

NI

L 1n14,, secticns 3 and Le

5 gstablishod on 10 Harch, 1519, tho Commission's ters was to
expire on 1 Fovenber, 1915, Ibid,, Sootion 6.

6 yontana, Report of State Efficienoy and Irade Commission,

O3 € tt' Po 6’-‘0
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bean largely followed was drawn up by a group of accounting exports
from cubtside of tho Stabe rather than any administrative body of
Kadbana, thoush, of course, the State Doard of Examinars remalned
lezally reosponsible for the plan's reeparation,

In socordance with the wlpel Zet the first budset wus composed
of two soctlons and an introductions Thoe lutroduction included
euaaries of trangactlons of all funds for the years 1919 and 1320,

& recapiialatio of expenditures of the various depurimonis for thoss
yoars, o coneclidated stalemont of expenditures froa all departmnts
and funds, and a4 swaary of the Genorsl Fund incona, actual end
ostirateds Tho first of the mein soctions esbodied %Govermmental
Aprrorriations,® and the secand purt was composed of "ianeral Aprroprise
tionge,™® &ithin each sectlion were couponent “ach&dulaa."?

T schadules within the main scctions were lattered alphobatie
cally with a nuther followinge Thus, the first seclion under Govern-
nental Appropriations was deaizmatzd A 1," and was entlitled
*lecislative Departnunte-=Rosular Session.® Under thiz heading were
camponent schedules Y, 2, and &4, entitled “ixpenditures,” ®Ilncone,”
ard "BEalance Sheat,® respectively. Vertically each page waz conpobed
of coluns showing the following Infarmation from left to rishts
£irst, the account mubery second, the clascification (such as lenats,
Cperation, etc.)) the noxt two colums appearing unler the goneral
headin: of *Aetual,” 11st the sctunl expenditures for the periods of
areh 1, 1918 to Feuruary 23, 1919, znd larch 1, 1917 to February 27,
17203 then, noxt in three cof.mu under & beading of ®hotimated,” are
shoen the cetimstoed expenlitures (or income) for the pericds arch 1,
1520 to Feoruary 28, 19213 ¥arch 1, 1521 to February 23, 1922, and
Larch 1, 1922 to February 23, 1523, The firet of these colwms was
necessitated by the fact that the budsot was belng composed during
the tims covered by that column and so income for the period was
partly knowm end partly estimaled. uhen the boginning of the flseal
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By the tima that the first loglslative Budgot of Kontann was
ready for presentation to the legislative Aseadly it was spparent
that there were certaln defects in tho financlial sywtem shilch oould
not be carrected by the adoplion of a budgot systom alone or would
even pormit the maximum benefit wilch misht ve expected from such a
systan so long as thay were continued. Those were briofly pointed '
out by the State Accountant in his cxplanstary note incluled in the
opening pages of the first budoct document and also were mentianed
by the private accounding fira which took charpe of proparing the
budcet.

The ﬁ.rst‘of these waz the noed of & unifors system of account=
ing for all offices and depsrtments with some official famdliay with
the Dudret mrocedure in charge of installing such system and holding
sufficlient authority to enforce adheronte to 1t. Iy Jo loemert indicate

el that guch & function could be porformod approprlately by the departe
8

mont charged with the budget preparalion.

vear was later chan ed to 1 July this dilflecully was overcoun,
Finclly, téo columns wore provided at the extrema right In wideh
tigures could be writton by the Appropriatlon Commdttess The
detalls of the first bulget plan were follawed, in goneral, until
in 1527 enly two schedules wore used unler each malin closs atlon
(such as A 1) whero thore had becn tires up to that time (nuwber 1,
2 und 4 s indlcated above.) These later schedules were nurbored
1, entitled *income and ixpanditwres,” wul incluling a stalewndy of
valancos and reverslonsy and 2, cullad " xponiitures Letalled.®
This gystem 1s still used,

8 Montana, Fontana Berislative Dudret 1421 (delens, 1920)
Luplanatory cormetibe

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



£8

The firm of Tanner, Gilman & ¥llis offered a more e¢laborate
rreposal fur the sfficlent handling of sccounis in its roport to the
State Lfficlency and Trade Commissions The languagze of its meossage
waz at once critical of tho existing administrative synien of the
State and constructives

Gne of the big rrobloms in your Stste iz the provlem of

elflieclent administration. This problem is both continuous
and parmanents Conditions Lo be mat by your administrative
officars are frequently chanped, new activities arc created
and cld activitles are discontimcds It seerms that your
State 13 in creat need of & porranent Lepartmont of Accounts,
Statiztics and Reparts.”

Such a department as wns surrested by Tanner, Jilman & Ellis
accarding to their staterent would have es its malsn functions the
installation of uniform accounting and statistdesl systems, contimous
audits of derartmonts end dnstitutlions to maintadn the "inte rity of
the scoountingz end statistical oyotems ond o guard sgalnet inefficlency
and dishonesty®; to coampile the bisrmial budzet and to furnish expert
adviscry service to the lezlelative financial cmittaes‘m Such &
depertnant has never been created,

The second defect enphasized in the proparation of the first

bud; et was the period of the fiscal year. Various fiscal yesrs wors

B

9 Lettor from Temwr, Gilmsn & Lills, Ootober Lih, 1919,
ted in Lhe denort of tre Stabo Ifficlancy and Trade Corrdegsion,
ope Clley PPe L .

13 mid,, pp. 78=77,
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used by difforent State departaonts with the result that records
were confused and particularly the analysis of thom in preparation
of the budget was difficult,’d Tannar, Cilman & llis recomsended
that Juno 30 be adopted a3 the date for ending & uniform fisesl yoar,
They polnted ocut that guch 2 timo would allow an intorval betwoen the
passing of appropriations by {he legislature and the time when they
would become availodle, thus tho verious departsants would know what
amounts Lhay were being allosed o spend and wwm have time 4o plan
accoardinglys And such a date would put the State accounting oa thoe
sang period g8 tha Federal Coverrrwnt xhich would facilitate the

reporting of all depertmonts maxing reperts to the latier g;warmmt.m

11 of this Tanner, Gilman & L1lis saids Wie find several
d1fforant Liscal years in use in tho keoping of Etate records and
the pullishing of State roparise o example, appropriations are
nade for 2 year ending Feobruary 203 while reports of State officars
to the Logislature cover a yoor ending June J0s Certain records of
the Secretary of State are kept on the basis of the calendar years
Fuch confusion will be Irevested 4 one fiscal year iz adopted for
all State purposes.® Ibid,, pe 03,

12 1,34,, ppe 83-Cl4e Simflar suzzestions wore soveral times
pade In tho aanusl roports of the Utate Auditors and Trewsurers, but
with arporently no regulting action upon the partd of the loglslative
Asserblye (nmo such declareiion wze made in 13203 *YTour atterdlon la
rogpectfully invited to the fast that under existing laws thoe fiscal
year ends Hoverber 30, in the midst of the taxpiying periods 7This
nscesasarily results in neodleas confusion which «uld be ocbviated by
chanzing the terminaticn of the fiscil ysar from lovesber 30 to
June 30, the appropristion dates to conform therotoeessI respoctfully
recormend that leglalstion be enzctod 0 change the date of the
besinnins of the fiscal year, for all departnmonts of the slate, as
above surrosteds” = Gearge Pe Corter, Diennial Kerort of the Ziste
Auudit% of the Stute of Fortana for the s iB0AL TGUIB HMGLMLE HOVOrDep

J W

Tyl Zue (ldend) pe Cs
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e principle of this suggestion was embodied 4n law by the
Legislative Assembly in 1921t "The fiscal year for the state purposos

commances on the first day of July of each year, and ends on the last
day of Juns of each yaar...“n

2, Subsoquent Budget Yaking.

Since the first budget wes drawn up the routine of budget
preparation has becn aduinistered by the office of the State Accounte
antes Compiling the data which mukes up the bulk of the budget docuw
ment 19 cwrrently the duty of the Assistant to the State Accountant.
The routine of this budget zaking consints of throe main stepsew
accomting for current oxpenditures, estimating the future expenditures,
and estimating the revanue of the ensulng bienniune

8« Accounting for Cuwrrent Ixpenditures, |

The first of these consists of receiving the claims o which
warrants in paynment have beon issued by the Auditorts office and pocie
ing the amounts thereof in a goneral ledgzer, charging them to the
particular departoent, fund, end sppropristion upon which they wore
dravm, FEaoch fund has a code mubor for idemtification, This general
ledcer gives an oversll piocture of the actual experditures of the
varicus departmants, sgoncies ond institutions of the tate. The
claims are further itsmized and the specific pwrposs of tholr expend-
ituros 18 posted in & "breakdown ledcor® which shows expenditures in

W
1) soseson Laws, 1921, Chapter 73, Section l.
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groater detall, This phase of tha budpet making 1s continuous
throughout each curront bionnium for the musber of claimg is Largam
and each ons must, of course, be analysed and posted separately. It
is impartant to note that this particular step amounts only to tie
preparaticn of a resume’ of state sponding, Thus when the tudpet
document 13 being prepared for printing and presontation to the
Legislature, totals aro transferred from the gensral and breakdown
ladzers to show vhat the sppropristions, sctual expenditures and
balances of the varicus departments end sgencise have been during
the rrecoding periode This 1s purely & statistical accountings
It 33 in po way posteaudit of expenditures nor Ls it intended to Ga.

be lotimaling ixponditures and Rovonus.
then the t.izauls comes for eatimpiing the expensos of the en=
suing fiscal period the office of the ltate Accountant distributes

2 "The nuwder of claima arproved, md processed is currenlly
over five thousand a mnthe” Stotament of John Norman Rathews in
intorview, 1543,

15 mgsch departrent of the state government, and all state
institutions and agencics roquiring an anmwsl aprropriation from the
ptate, sall present a request therefor to the state board of cxaminors
on or beforo the lst day of Hovesber of cach year preceding a regular
session of the legislative ssserdlye® 275 ReCely 1735,

Also on the 1st of Bovember the State Auditor ls required to
subnit & repart to the Governor in which he states, among othor
things, his estimate of State revenuo for the farthooming years This
provides another soures of revenus information which can be used by
tho Board of Ixanincrs 4f they wish to do 80
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to all of tle State a;enciles, departoents, and institutions the
request farms, These forms are sinply large, ruled, ledger sheeots
upon: which the nams of the department or egency end the account
concernod are typewritten along with a statemant of the mrevious
approwiation and figures showing the agoncyt's spending during the
current fiscal periods Space is provided for the departaental
officor to mako his appropriation request for the fartheoming blonnium,
In most instances this request will be tho same or very closs to ths
smount of the previwus arpropriation as shown on the forme 1If the
request 18 & great increase ovar the appropriation of the previcus
period it is to be accompanied Ly a lotter of explanation from the
requesting officer directed to the Soard of Examiners. 0n the eamo
form each departrent and institution sulmits an estimate of its
revanue for the forthocoming fiscal poriods

At this point of the budpet maldnz process one of its chief
defocts 1s epparents By & law passod 4in 193717 ths Doard of Leaminers
i3 required to have taken pricr to the beginning of each fiscal year

an imventory of supplies, mataerials ecnd articles “on hand or at the

15 In scme cases puch letters have been included in the fimel
budget documant which i3 printed up wnd distributed. An outstanding
exarple sppears in the 1929 lecislative Dudret of the State of
Lontana (lielona, 1525) Tps iomive

17 Session Laws, 1937, Cheptor 1&0‘» Section 3.
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disposition® of the unita of the itate govermambt, The Board of
Exanincrs then,

seorigl decrease the expeniitures for the ensuing fiscal
year by the avount or valus of such supplies, matorials,
and srticlos so on hand or avalleble capable of utilisation
in such ensuing poricdeces
Under this provision the Board can effcetively limit the device
which some departmants mizht be tonpted to use of "holding cver®
wnexperkied balances of apmropriztions for use in the noxt biennlureby
investing uwnencusbered balances in supplies bofore the end of the torm
and then requesting a full appropriatlion azain for the noxt fiscal
paricde=if tho inventory is onforeced and deducted fyom requests, This
duty or at loast the routine of the duty has beon delegated to the
Purchusing Lepartemt which calls for the inventories from the variocus
governmental units, llowever the procedure is not rigidly enfoercod as
can be readily secon by referring to the page on which dnventories are
tabulatod 4n the budget document of 1547.33 A good many blank spaces
will be cbeerved indlicating that rno inventory was turned in., The
Asslatant State Accountant recarded the page In its present form aa
virtually "valucloezs,”
Tha State Purchasing Uepertment does not scem to resard this
default seriously and there is parhaps no reason why it shouldewthe
responsibility belongs to tho loard of ixaminers snd as the dudjet

O

13 1917 Lorislative Budret of tho Stals of Yortana (lclers,
1547) Ppe 70-;9. I
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euthiordty it g¢hould perform ite In mary instances the inadequacies
of tho Montana financial system can be blamed upon the framework or
the lack of adequute organisatione In hie case, homever, an lmporie
ant fiscol powoer exists and is not Lelng used to advaniage.

After the varicus departmenmts, institutions and ajencies have
filled in tholr requosts the reguost fome are roturned to tie office
of the Slate Accountant shere they are ssseabled in mder togethor
%ith whatever correspomxicnce may Rocompuny thems Thay are than ready
for suilmizsion to the Joard of rxmainoras,

This preliminary buwigete-a collection of requests and sstimates
alon: vith the data of previous expeniiturese-is noxt sulmitted to the
Board of ixaminers by the State Accountante The Hoard is convened and
its mechars go over the requosts with the assistance of the State
Accountant and the Clerk of tha Board, They check each requaest subw
ritted with the expenditurea of the previous period md deternine
whother, in their Judgment, e roquest 1o satisfactorys This proccde
ure of appralsin: the requosts of the various departomts and aponcles
takes arproximately one wook's tim.m If the Beard of ixawiners hss
any question about a requost or estirate it mey cull the requesting
cfficor to teatify conperning the activitics of his deparizent and

e regquest comemad.m Such a gituation geldonm occurs simce the

W
19 statement made by John Lorman Lathows in interview.
20 237 BeCele 1735,
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weota ere in most czz2es sinmilar to yrevious apmropristions or any
great Iehanga is pecompanlaed Ly @ letlor of explanation am has already
been po:‘mted oute In mogt Instonces the appropriation request submittod
by the deportment officer i3 accertel. Very soldom 1s it out mn.m'
In case a chanje ip consldored essontial the Doard indicates to the
Accountant the amount which should be requested, The Accountant strikes
out the mevioua firure and the new cma is written In on the request
forme Tho departmont or ajoncy concarnad 1s go notified, In the event
that guch a chanse iz dowrsmrd the dovartment wAll still have recourse
to the lesislature.

One of the desirable functions of a Ludget, sa bus boon stated,
is that it should set up 8 plan chowing what the estimated expenditures
ani anticipated rovon eg are for a reriads, Undor an ideal gystem
expenditures should be held under a conservalive estimate of roverme,
Such "rezulation® domands study and an intimateo knowledge of state
expenses snd potential income, This 1s of course the function of the
budet makiny authoritye. Under Fontana's sysztem, when the Doard of
Zxaainers is considering the Ludret document it mikes a comparison of
the totsls of exponditures and revemwse 1f, in thelr opinion it is
impossible or insdvisable to hold expencitures proposed unlsr revonue
expected, thon they must recomend to the legislature that more income

be proviied through taxation or othor moans.

o

2 John Norman Mathows indicutod that the requests were more
often yraisod than lowercds The request formg of provious yesrs were
not available for the verification of tids cbservation.
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Unce the requesis have boon a proved by the Loard of ixaniners
the approval is noted on the regwst fom by the Accountant and the
sheets are returned to his office where ths fi,ures are taken from
thom and the final document 18 edited for printing.?

22 pranting and distribution of the budget document is ihe
responeibility of the Doard of txaminersts "The state board of
exarincrs ehall have printed befare tihe tenth doy of each sesalon
cf the lerislative assenbly, the bud;ets provided for herein, and

21l distrioute copies of the sane Lo lhe mabers of the legislae-
tive sssenbly, to 8ll the state derartmonis, instituticns end
arenciesy end two coples to the library of concroess at iashington.®
3C3 ReCeie 1935 a8 amended by Soscion Lawe, 1537, Chapter LS,
Section Qe '
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BUDGLT YAKINOwwlontinued

1. legislative Consideration of tha Dudgot.

Lbhen the budget docunment has beon printed it is ready for
presentation to the Leogislative Assanbly,. Copies are distribvutod
to all mesbers of tho Legislature by the tenth day of the neaaimal
Wnhile the Lezislature must use the budpet documont as & baas.sz for
apmropriation legislation this is a vory broad gqualification end
there 4a no assurence that it will bo clossly followed.

The budgot 18 considersd by the Appropriation Cormittes in
the liouse of Hepresentatives and the Finance and Claims Committoa
in the Senate. In making thelr stuly of expenditures these comittees
may call any officor cr individual in to tostify before them in cone
noction with the budget, or any roquasting officer may appear bYefore
them of his own initlative on behalf of his om dopartments> The
comitices may, farther, conduct special investigations of the various
roquosting activities through personal visite whereby they go over
the departmental procecdurss and activitios and determine teo thelr om

W
1 30’ ReColls 193.‘%
2 299 BeCole 19354
3 300 ReColle 1935
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satisfaction the validity of the requost made, the efficiency of the
ejancy and the worthiness of its existence.

Upon occasion, the Doard of Ixeminers has, in connection with
drawing up the budget, compoged a Budget sam" for presentation to
tho legislative Aaaambly.s The purpose of guch & meagsure wos to
facilitate the appropriastions comrdttees in their wrk of drawing up
the proposed lawe Such action was not too well received on the purt
of the lsumakars, porhape out of & feeling that their povers were
beinz in some way encroachad upan, and hence thoy drew up their oan
budzot bill ar so revised the ona sugpested that it was campletely
chanted, Consequently, this procodinrs has bLeen dropped by the Doard
of Exaninors at lsast for the time balng.

The languaze of the Budget Act might seom to indicate that
only one general appropriation measurs is passod by the legislature
and that any other laws dealing with tho aprropriatioms sre supploe
mtary.é This 48 not true for aprropriations ars passed by a sorles

L » .
¥ontana, Pronosed Bud~et DAl (for 1535-1937) (Helena, 193%)
and Pronosod b‘udf T 2T (for 1037=4539) {(lledens, 1936). ' !

5 Thay ere, in fact, required 16 do so by laws "The recome
mendations of the state board of examiners shall be in the fornm of
& budzet bill, showing the amcunts recoxwnded for 21l the proposed
sppropriations.® 259 ReCelle 1935,

8 208 RuCe¥e 1935
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of acts, each cne dealing with a purticular olassification ef govorne
montal activity. The sppromriations psssed by the 30th Legislative
Assardbly wore these: Elective Cfficors (llouse 5111 260)j Boards wmd
Lepart=ents (Fouse Bill L37)3 University lnstitutlons (liouse 113 L32);
Custodial Inctitutions (louwss Bil) L3%)3 Post Gar Construction (House
B1)1 3)5 and & whole series of smller bills (21 in number) covering
vorioos miscellaneous activities, lany of these latter wore so-called
supplamentary appropriatioas,

The Lezislative course telwm by an ordinary general approprisw
tion moasure is as followss

(1) Study is mude of the budjet decwsnt by the louse Appropaise
tions Cormittes and Committee on hoverue and Taxatione The Sonate
Finance and (lalms Commitiee or subcomxitiees may be invited to sit
in for such mectings. Following study end investization an approprise
tion bill is drawn up and introduced into the House. The title of the
bill 15 enterod upon tho louse Journele 7his is the {irst reading.
The bill is then referrod back to the Appropriations Committees The
Committos wil) return the b4ll 4o the House for the second and third
roadinge, debate and Linal vole.

(2) 9The mcasure 43 then transmitted to the Senate whore it will
be enterad upon the Journal for tha first reading and reforred to the
Compitice on Finance and Claims, This Comittse will conduct fts omn
study of the bill, and return it to tho Senate for seccnd and third
readings and final vote jJust as in tha louse.
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(3) If the Senate should mako any chenges in the bill as pre-
scntod to it by the House tho moasure must then be roturnaed to the
House for reconsideratim. At this point a Jolnt committoe of the
two branches will be set up to compromise tr_m differences between
thanm, thon the ldentical b1l i3 finally apread upon in both branches
of the Legislature and passed by a majority of each it is sent to the
Governor for his approvale

(L) The Governor may approve the measure and eign it wheroupon
it becozes hw;’ or ha may hold 1t unsigned for five days, during
which time the lozislature is in scoeslon, and it becomes law without
his sz.:;mtm.a On the othar hard, the Governor may dlsapprove of
the entire moasure or & part of 4t} in this case he may exarcise his
veto power.g Such sections as he sprroves becoms law and arc effoctw
ive and thoss which he disapproves must be returned to tfze Legislative
Asserbly within five days, if 4t 13 still in eossion, accompanied by
a megsace gtating his objectiona,.

(3) In the latter instance the Legislative isssombly must roconw

10
gidar the vetoed itoms in the same mannor 8s any othar veloed blll,

T 85 54CoYe 29356

8 £8 ruGote 19356

9 Seo paze 32
10 g2 R.Ce¥e 1935
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If the two branches of ihe Agsedly repass thom by a Constitutions)
majority thay becone law withoat the sismture of the Gwemorau
In some states the item veto power is legally used by the
governor not te complotely negative a particular section of an AP O
priation BIll, but to cut down the anmount of an appropwiation provided
in such sact.im.u Arzunonts can bo feund in the writings of public
aiministrators Yoth for and asainst such a systems In Eontana the
itemt veto camnot be used in tils mamnere The Supreme Cowrd of the
State has rulad that,
wecthe governor.esmsy not scals any particulsr item o
items by deducting s cortain per cont of ths amount aprwo-
mriasted by the losislaturs in 2 bi1d whick, becauze of
adjonument,; could ot Yo retwrned to 1t for further actia,
cince by dolng 20 he would be exercising creative lojislow
tive power and usurping the function of the leglalative
assorbly 013
Even 42 the Lecislature shoudd repass such vetoed sections
over the GCovernar's negative actinn £t i pessible that tho actual
use of the ney rovided will not be alloed, for the Toard of
ixaniners of which tho Governor i3 a mesber must approve of 3ll
capital expenditures snd so has the last word in al least that sphors.
At any rate tha iten vetlo power is important as an executive

instrurent in ¥ontana financial legislatdone It 13 & summary check

AT
u 86 B.CQHO 1935.

12 Roger He Yells, "The Item Voto and State Dudget Reform,®
Americsm Political Scienne Feviow, bovanber, 152L, pp. 702-751.

13 14118 ve Porter ete el., (Veto Case) &y X 325,
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®hich the Governor, on his own behalfl ¢r for the Doard of Examinars,

ray exarcise ovor the legislative branch, For while the valo i
effocted by the Uovernor his action ray be a considered one motivatod
upont the aivice of the othar merbiors of the State Board of Ixnminers,

(&) At the close of the loglalative session thoe State Accountant
under the direction of the State 2oard of Ixanincrs compilos all of
tho aprropriation laws and they are printed in panphlet form for dise
tribution to sll parties concornod,

2¢ The Judget System Criticised,

It should now be clear that the budget document in its finel
form 158 a datallod compdlation of all 3tate expenditures for the |
previcaus blennium along with the roquasts of the various governmental
units for appromiations and estimates of revenues for the forthooning
fiscal term, It thus amounts to a summary of statistics rather than
& centralized financial plan, Liitle or no effort 43 mado to investie
gate in detall tha requests of mopt departments by the Doard of
Examinors, Ths requesting officers ere rolatively freo in the adnine
istration of their activities: thoy deoteraine what thelir requested
aprropriations sholl be from thoir anticipated neodss This situstion
arises from several important factors involved in the following
specific criticismsy

1. The Doard of Fxanminors--iho budret maldng authorityeeis
an overburdened borrd which does not itselfl draw up the budget docuw
pente Its total load of dutice is ridiculously great. Even if the
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Board wore sspecislly desirous of caxdusting a far reaching investie
g£ation into financlal affalrs and muking use of the budgot as a
cxiprehonsive plan it could not possibly find the time to do 8o,

2+ The dudget making autherity is composed of thrse modors
of the Lxecutive Lepartment of the State each elactod to his office,
It is likely that tbey will not all be of the same political party
and thus friction my develop betweon them. It i3 ryecopnized by
authoritics on public finance that a commissien directed budget
rreparation i1s second best to & budpet docurent prepared unier the
leadershlp of one executive o.tﬁém, 1.2 Lhe governor,

3. Tim State Accountant ilio hea the delegated responsibility
of ecampiling the budget documont shifts the duty further to his
Assistant,.

Ls The State Accountant has mo authority to interview asd
investizate the requosting activities and report his findings to tie
Board of Cxanminorse If ho were gilven such suthority 1t would be
inconceivablo that ha could caryy owt the Anvestizstione vhen he
rresently is unable to perform all of the dutiss required of hin by
PR

1 The State Accountant 1z required *to examine at least
once every three months, the books and accounts of the treasurer
amxl socrotary of each of the following institutions, to-wity
university of Montans, Montsna State normol schoolese”{etce, all
told cloven instituticns)e e 13 now able to make such a coypleis
chock only once & year in spite of thie requirancnt of lawe = Hiatow
pont of John lorman lathows in interviow,
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Se Through his suditing ectivities the State Accountant may
very likely have information which he can offer to the Board of
Ezaminers at the time of budget considerationy but, being an appointee
of that Doard and holding Ms office at their plessure he wwst be
careful in presenting critic_im and sugrestions to thenm which might
be "political” in naturs,

6. TLequests are drawm up by various departmcnte, agoncles
and institutions., These are made without reference to the overall
piclure of exponditure or incomec. Such requests are often accepted
without close study on the part of the Domrd of Examinesrs.

T« Inforcemmt of the requirement that tho iaventory value
of the requesting azency be allowed or deducted from the request is
inadoquates Thus an agoney vhich 18 approaching the end of a blennlum
with & eurplus fund which ordinarily would revert may hurriedly "invest®
it in supplies with the effect of incressing their next appropriation
by that aaount,.

8« There 15 no assurame that the legislative Assexbly will
follow tho proposed budget closelys iAo determined individualista
its morbors may at tines be apt to feel that 4f existing laws counter
actions which they wish to poerfoxm or have porformed, “ihey made then
and they can change thome”

9., Toouzh the leogislature rrovides for appropristions and
income 1t has no suditor respongible solaly to it to sscertain that
its provisions are carried oute
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10, Cnce the budget 1 dramsm up and appropristions are
passed the budgzet authority makes no requiresent that the varims
agencles, institutions, dopartments, and boards plan thelr epending
o & quarterly or sculeanmual basis as a facility to budget control,
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Control
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Imreductoary Comment

Jt has been previously pointed cut in this study that a budget
system Las two majar branches, budzet making end budget enforcinge
As haz been seen, defects in Hontana's budget saking ere soriocus, but
it 13 in the second phase of ths budcet systea whore the State's
machinary is most inadequato,

Budget enforeing is uaually spoken of 89 *control." Text
writars are penerally agread that under an ideal systen the contrel
activitie~ should keecp a cemtral rumning accoumtbe-"hisgtorical acoounte
m;:.-l__. of the expenditurcs of all departments, agencies end fnstitue
tions of govornment on an sccrual bLesls eo that an exnct statement of
any unitts spending is available at all timcs, Second, strict supsrw
vision 18 exerolsed over all spendling to eacortaln the nocessity of
the purchase, fuis unencurbered, and the purposs for whloh the items
bouskht will be used, Uorking closely with this porticular controlling
wiit thare chould be a centyral purchazing agent which docs stals buye
inz, invites bida and lets contractes Third, there must be an internal
pro-audit of claims made against the pcovernment for payment as well as
of tha businoes managorent of the various government units, ind,

finally, there should be externnl posteaudite

P g

3 Jumes Le Dohr, Howell A, Inghram, Anirew Ly love,

Cont Accountine (Now York, 1924) pe Le
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Tiere asre several offices standing at the top of Hontana's
govarmontal bhierarchy which might appear to exercise & part of those
control functions, It should be kept in mind that no provision was
mode in the Budget Act for sdministration of the budget once adopted.
khat contral there is is largely tho old fiscsl system which was
relatively unchanged with the addition of the budget ”nppmﬂa@.“

The offices which appoar to have sowe meammre of control are
the Gtate Board of Exeminers, State Auwlitor, State Tressuraer, State
Ixaminer, State Accountant, and the State Purchasing Agent. The
lecal basis end duties of each shall be lmvestigated separately and
then a practical example of expenditure control shall be traced throuzh
the various offices.
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CHAPTIR VI

THE STATE BOARD OF EXARIILNS

1. Organization,

Standing at the top of all the hoards, commissions, agencles
and, in some wayes, of the exsculive departnunts is the Board of
Examinorse It is a Constitutional Board-ecreated by the Constitution

of mmtana.l Its composition and primary Sfunction is also astated
by laws

The govarner, searetary of state, and attarnsy gonoral
constituto 8 board of examiners, with power to exanine ell
claims asainst the state, excort salaries or compensation
of officers fixed by law, ard perform such ollsyr dutien
es may be prescridbed by lawe. Lo clalm sgalnst the state,
except salaries and coopensation of officers fixad by law,
must be passed upon by the lerislative assently without 2
Lirgt having boeen considared axi acted upon by said board,

The Governor is the presidont of the Bonrd md the Sevretary
of State acts as the Board'a smretm.’ lsetings are to be held at
the seat of governmant on the third Hoday in cach momth, and ab
*"such other tincs as tho president mgy ¢all it together."h Ag it

works practically the Clerk of the Board "calls®™ the meetings and

1Art1clo ¥V, Soction 20,

2 232 R.Cule 1935,
3 233 ReCells 1535,
4 Ihid,
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tho Board sits in session approximotoly six hours por week.s This,
of courss, may vary, depending upm circumstances, 7Tho Board 13 ro=
quired to keep a recard of s proceedings anmd all claims must be
Mmmmmbefcmﬂlwmactadupon.é The Roard hos
the lecsal power to estsblish rules and regulations! in writing for
its omn governmmmt, and whils it doos from time to time maks rulincs
concerning activitics wxler its co;nizance thoy have nsver Leen are
ganizod and printed. 7Thoy are recardsd oily in the minutos of proe
coedince® or in cccasiomnal lettars sent to various State activitics,

Lach of the rmenbers of tha Siate Doard of lxamminers holds
his position ex officlo the office to wWlch he was elocteds Each of
them has the dutins of his own ofiice to performe In additdon, they
are gx officlo morders of variaus other bca:ﬁs.a Time and thought
mist be dividad betwean sll of those dutles if any of Lhen 1s Lo Ve

adninistored,

- i

5 Statonent of We Le Fitzsirmons made in interview,
6 234 ReColle 19306

T 235 ReCuMe 1935,

8 The Governcr, for instance is s member of the Board of State
Priscon Camissioners, Board of Land Cooxmiosionors, Lepositary Doard,
State Board of iducation and Stato Boord of Comalssionors of Insanc,
Veafy Durd and Clind. Sixillarly the tecrotary of Liate serves on the
Board of State Prison Commdssionora, Board of Pardons, Land Commission-
ers, Loard of Camiissioners of Insane, leaf, bumb and Blind, and Stats
Sealar of weishts and Moasures, The Attorney Jsneral is & momber of
tho soard of Pardons, Land Commissioncrs, Lducation and Commisoionors
of Insanege
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70 handle the office routing of the State Doard of fmaniners
thore 4s a Clork and Assistant Clerk of the Board with a awm;?;
staff who handle claims, insurance policies, construction plans, and
olhor material placed undor the cosnizance of the Doard of Exawiners
by law, It i3 the Clork of the Board who buoars tho brunt of the work
load, the rosponsibllity of passing alonz routine matters to othar
officos or handling them himsclf and bringing more impurtant affairs
to the direct sitention of tha Boarde The Clerk, too, is an over-
burdenad officisl serving not only a3 Clork of the Doard of Exaninars,
but also of the loard of Pardons, Uourd of State Prison Cormissionors
anl ths Doard of Commisgioners for tie Imamﬁ

2¢ OGenersl Dutles,

Tho scepe of the legal duties and respongidilities of the
Doard of lxaminers 1s 80 broad that it offers splo meterial for a
serarate studys A muder of them shall here ke sketched to demone
strate that the Doard's cocbinad duties exceed the bounds of sound
adninistrative principle and congtituto a work losd which cannot be
efficiontly performed, This i3 ong of the outstanding defects of the

? The latter thrce boards are referred to as the "Coasolidated
Boardse” PRather amusing in its wording is the law stating, *The
clerkship of the state board of exnuiners and the clerkshlp of {ha
gonaclidated boards are bereby consolidatedese” 123a1 ReCole 1335,
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mesent system, The Zoard a?peax-s to have been & st of catcheall
for ths performance of executive and administrative dulles which the
lecislative Assambly has establishiod from time to tima.m

Sone statos and the fedaral ;overnmont have civil service
comaissiony or systens of civil service for the classification of
civil service employments In Fontana tho responsibility for whad
"srsten® there 1a in this important snhhere 43 assizned to the Doard
of Ixanincrss Tha State civil exccutive officers, boards, camisaions
and departments have {he powor to appoint thelr own assistants, clarks
and atcno:;raphefs. Dut the meher anl the gomansation of such
aprointees is to be flxad by the Ttsle Doard of isxaminers.u

The gcope of such power can readily be realised.,. IL gous
alaost without saying that the ajoncy responsible for deteraining
the mmber and componsation of povornment emplgyees shiould bhave ample
opportunity to study the functions which thoy perform and the organizae
tion within which they perfor? thems That tho Soard of Lxamincrs doos

10 1o apparent disrepard which iontana's lawnmskers have held
tosard efficient adninistrative organisation and reform is & gorin
camwntary on their collsctive eense of adminlistrative yrocedurce
A rreat deal of past misgovernment may be sttributed to the popular
and official ionorance of shat noaded to be done 83 woll as lack of
gki1l in how to do 1i. Ixisiiny confusion in government was bound
to result Lecauae of the absonce of orderly and sclentilic procaduro.
A porular decire for officlent govermment, even when supplamoated by
official intention to govorn woll,«se does not lead Lo the deslred
goal in the absence of scientilic rethods of adminlstration.”

Frank Amanius Beff, Irenis In Municimal Finsnce Lince 1500
(Lincoln, Hebraska, 1550, Pe 2uie

11l Sension Laws, 1943, Chapter 30,
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not have time for adequate stuly 13 mecn in the discroepanciles botwoeen
salaries of State erpleyees wnd the possible overhiring of "pelitivale
1y acceptable® workers in various dopertments, Since the Doard's
opportiunity to exorcise far reaching investigative power is nil it
remaing prolly much up to the word of tho requasting offico to detore
nine ils osm nexis,

In passing, it chould bo preinted out that the Lopislature doea
have sone control over the Zoard of Exuminers in this yespect, for
the law statea that "the compensation mid to the seversl asaistants,
elerks and stenographers for all eivil executive officers, boards,
cormissions or departmonts shall nod excoed the maximum snecifiod in
the anmual appropriatlon U111 passad by ths legislative sssecbly for
the year apecifiad."n

Anong the specific control dutloes of the Deoard to be discussed
below 1s one requiring thet all travel exponses of Jtate officers
who travel in connectlon with thelir offlceial dutles are to be chuckod
by the State Board of ixaminerse Arising froo this requirescnt are
investicative dutiss shich huve t0 do nore with porsonnol adninlstrom
tion than directly vith expendiiure controls For every such porson
who travols for the Stats the Board is to keep a sepurate file in
which are hald tho individualts reports of his activities ani the
emmaratlon of his expenscs, Lvery tivee months tho Board iz regquired

TR

12 274 KeCole 1935,
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to investigate these files and note in its sinutea any apparent
duplications of the sarvices of une peroon with those of another
In caso such duplication &3 found recommendations are $o be muls
for the elimination of sorvices of perscns unnecessarily employed
or to conselidate the work of two or more mrama.u

Thore 18 no question but what such mvasures as theso should
bo excrcised over persammels Lather, the quostion is; should they
be adainlstered by the Board of Lzaminers and is that Doard able to
doal wdoqguately with thea? The anewor 19 negative.

A more rocent moasure constitutes the Doard of Examiners as
cuotodian of all State-ownod motor vehicles with the excepticm of
thone of the Etate Highway Lepartmont and the State Highway Fatrol,

Ttls act gives the Board control of all motor vehicles ocwmed
or vhich shall subsequently cone into the possessicn of the State,
and the Doard bas the authority to assign the use of these vehdcles
to State officers, departmenis and ajenciss under whatever rules it

1

may yrescriboe It 13 to approve the purchage of all now motor vebicles
required by sny branch of the State govermments Wwhils & provision of
this psame act gives permissicn to delegate much of the routine reapon-
sibility of these requireoonts and othors nob bere meationed Lo the

13 Lo9uh ReCalle 1935,
14 cesnion Laws, 1511, Chaptor 93.
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State Purchasing Department, nevertheless it 1z one more duty which
must be performed by the Ucard of Exeminers. The problem of keeping
all such vohiecles inmured in itself rresents & considersble task to
be porformed by the Clerk of the erdcls

Althouch the general eantral sd supervision of ths State

University, State Hormal Collegs, Colloge of Agriculture snd Meohorw
ical Aris of Fontana, tho Yastern State lormsd School, State Orphants
Home, State Industrial School, md the State Vocational School for
girls i3 vested in the State Board of Edmtmm the supervision and
eontrol of &ll expendituros of all moncys appropriated or reccived
for the use 13 ithe duty of the State Dosrd of Dxaminors. Actordingly,
the Board of Examiners shalls

seelst all contracts, approve &1l bonds for any and all
buildings or improvements, and shall audit all ¢laima to be
paild from any mongyg, othor than that recelived undor and by
virtue of the acts of Congrescseebit soidessboardessahall
have authorily to confer upon the executive boards of such
ingtitutions such power and sutharilty in contracting current
expenses, and in auditing, paring, and reporting bills for
salariss cr othor expenses incurred 4in connection with sald
institutions, as may be deemod by uamﬂ.bcaré.uto be
the btest interest of said institution,

15 1t has been suzcestod that the State might dispense with
the insuring of its propertics saltogether and in powe mannor act
83 its own Yinsurance azent.” The possibilities of such a procadure
mizbt prove to be an interesting etudy--determining the feasibility
of the plan and ths possidle savings involved. It would wnquestionsbly
be opposad by insurance companiosd

15 21 BeCels 1935,
17 850 ReCelfy 19354
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The powers and dutios of the Loard of Examiners here defined
are &lmost idontical with the pencral finuncial i‘uncuom agsizned to
the Doardj; but in this caco 1t 18 & specific assiynment making the
Boerd of iLxaminors the business dirsector of State educational instie
tutions, _

These Lllustraticns ars given solely to show the nature of
somn of tho dutica imposed upon the Doard of Lxariners becauss 1t
oporates as a catcheall of administrative activity involving policy
making and expendituwress Thoy are in no way definitive. Other
exarnles mizht be citod in the Doard's contrel over the State Sanie
tarium, its great task of postewsr planming and construction, and

~ general architectural planning activities, Taken together they ine
dicate that the State Deoard of Ixmminors is too burdencd with
niscellancous activities to adequately perform the task with walch
this study is concernede=budget and exponditure controls

3e Control Activities of the Dourd of .xaniners.

Turning to the latter 1t is found that the Zoardts activitlcs
can be classifisd into two major catejoriest (1) "supervisory™
functicna in which same cantrel may be exercised over the expendiiures
of the various governmental activities and the review of claims agalnat
the Statej and (2) "initiative* functions in which the board, acting
as a spending szency in its capacity of "furnishing board," hag cogw
nizancs of expenditures for major capital, bullding and operating

eXPaNso8e
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a. Initiative Functions.

The mecbers of the State Doard of lzeminers are mombers, ex
officio, of the State Furnishing Doard or board of suppuaa.w
Swrarised, the duties of the Furnlshing Bosrd are thsset

ls Lstablishment of rules for the goverrmment of the Doard
in relation to all contracts,

2s To contract for the furnishing of all stationery, printe
ing, binding, paper, fucl, lights, repairing of books and other
necessary supplies to be used Ly the legislative Asperbly ard
all othexr departments of the coverrment.

3¢ 79 hire, fuyrnish and keep tho furniture repeired in
offices for all State officers ani the Logislative Asseviblys

Le 7o have deposited in the office of the Secretary of
Stata all statlonery, books, and other articlea and supplics
on hand for 4ssuvance to any officer upon requisition.

Se To have an inventory taken of ell articles on hand and
contracted for at the end of tho fiscal year or at any othor
tinc Llcy seo fit.

6« ToO oxazine the accounts and vouchers for ths supplles

in part 5 abovocw

P

18 «7he governor, secretary of state, and attornuy peneral
‘of ths state of Montana are horeby constituted gx officio a furnishe
4ns board with the powers amd dutioc lercinafter speciiled.”
Political Codes, 1895, Section 7C2. ?The Board of exnminors 1s also
B Loard of suppiies and furnighing boarde” 255 Relel’s 1735

19 Duties here emmeorated are contained in 260 NaCllle 1735
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“hogse "furnishing® duties doal chiefly with contracting for

gowiz ani gervices and are of preat Amportance, fnvolving wide row

sponsitility 4n planning and act&quo ¥uch of the routine is now

performed by the Stete Purchesing Agonte?d It peoms likely that the
Etate Purchasing Agent could perform all of them more sdequately
than tio State Doerd of ixaminers which 1s not necessarily composed
of qualified business mens Thore is no reason why the Ctate Purchage
ing Separtmont could not perform them as responsibly as the Doard of

20 Sefore loetting any contract the Board must sdvertise for
twenty days in two dally newspapers, one printed at the seat of
govermnent and the other printsd ¢lseslare in the State, specifying
in the advertisemont the kind and encant of eech article required.
Sealed proposals in ancwar to the advertisements are to be delivered
to the Iwrnishing Loard containing o sample and description of each
article, Fropossals o submitted are oponed in the Board's office
at twelve o'clock noon of the day specifliad in the advertisemenat and
the contract 4s 10 be awarded to the lowest responsible bidder at
that tize, All contracts made by the Loard must be approved by the
Governcr and the Ltate Treasurers These requirements spply to mere
chaniise and materisl whilch ig needed by the povormonte The requiros
ments of law for bide on Stats Lulldings are vory sindler to tham,
Bids zust be called for on any bullding which will cost over (500

21 1avs wssizning the duties of the Furnishing Soard and the
£tate Furchasing Department are in sevoral instances very similar
glvin; rise to duplicate responsibllitys It would seom that & wise
action woald have becn to turn over the duties of the Furndshing
Board to the Purchasing Departamont upon tho lattert's creation but
this was not done snd instosd of rercaling the sinmilar luws the
foliowing section was pessed in 1327¢ "Hothing harewlth contalinod
[4n dutica of the furnishing bourd] shsll in any way be conatruod
a3 altering, modifying or changzing tho laws providing for or
relating to the state purchasing department, cr the purchasing agent
of t1e BLates" 259,68 Kelslle 19304
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Examiners and the service would be more directly in line with its

spoclial qualifications. As a matter of fact, an independent agency
such a5 the Purchssling Lepartement rdzht make mors efficiont purchases
based on greater study than a comission composed of slected officisls
who are subject to the Influcnce of "political® pressurco.

In these activities there sre clements of control, but 4in sc
far as effecting the budget &8s a plan, they are of nezligible importe
ancs and could be parformed by cther apencles to the State's advantage.
It 13 in the Board's functicns which have to do with ovorseeing the
activitics of the various other departmente, institutions and mjencies
that control, such as it exists in Montana, comes more dirocctly into
the plcture.

be Supervisory Functions,

The maln reglons in which supervisory control can be exercised
ares (1) checking the neceesity, lepality, effactiveness and availe
ability of funds for proposod spendingeeascertaining that 1t is in
harmorny with the budget plang this necessilates centralized socounting)
(2) pre-suditeschecking claims mgainod the govermment prior to their
payment to deternine whother or rot the charges for poods recslved are
just, that the poods or services wors used for the bLest interests of
tho state and that such use was efficiont and (3) posteaudit which,
like pre-audit, locks into the uss of purchases, the efflclency of
offices, bookkeoping, and the adoquate administration ef lsws dealing
in eny way with fiscal saffairs, Post-sudit is the rroper function
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of the legislative brmchoaz bhich, if any, of these functions are
performed by the Bosrd of kxanincrs?

The “supervisory control® activities of the Board of ixaminers
zay bo classificd as (1) supervision of the budget "periods of epyroe
priations® (2) approval of requisitions for the purchase of capital
goodsy (3) review of claims sgainst the State for wihich there are
apprepriations; (L) review of ¢lainms for which there are no approwiae
tiansy (5) approval of special instances of expenditure invelving printe
dng, personnel, transportation of criminale and the ﬁszusaum of
reports of various State offices mnd egenciesy and (6) supervision of
contincont revolving fundse. Tho {Irst of these deals with affecting
the plan of the budget though in aily the broadest fashion, The
second 12 en instance of real exponditure control for here the Doard
may lock into the wisdem and negessity of the purchase as well as its
lagality and the asvallability of funds, Tha last four are in the
nature of sudit and so may contribute to control depending upon the
pclicy and effectivencss of thelr adulnistrations

(1) Supervision of "Appropriation Poriods.®
The legislative Assembly of Hantana normally moots once every
two yesrs. This mecans that appromwistions mist be made for twowyear
periodss This blennfum has boen divided into fiascal years the dates

PRONRDRINIRS R

22 loonard D, White, Introi:ction to the Study gg PuhYie
pdrinistration (low York, 197930 pe Tocs
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b2 §
¢f which have been changed ssveral times &8 has been indicated,

the fisoal year now being from July 1 to June 30s uhen the Legislaw
ture passes sn eppropriation act (olhor thun a deficioncy approprise
tion or a sum for a special purposc) 3t doos mt.am up 8 ump sunm
for the two-yesr period, but, rather, specifically staites the emount
apreopriated for each fiscal yoer of the biennium,

Grdinarlly no State officer can coniract any 1iavility or
indebtedness for his office or the institution under his direction

in excess of the amount appropristed for ite expanditure during a
given your of tha bi.mmima.23 Spercling officers and agencios cannot
always hold their expenditures within the appropristed amount hovever
bocause of unforescen circumstances which may arise necessitating

23 209 ReCo¥a 1935« The logislative and Judicisl Lranches
have a way around this qualificatione As & lawnmaking authority
the legislature can simply pass ¢ law sppropristing more monoy to
its omn uso without recard for the epinion of any other branch of
goveronent, partioularly the bwiget sathoritye. Such an acllion
would of course be "lacals” The julicizl branchewths Suprems Courtes
has wpon oceasion sougcht to spond beyond its appropristion. In ono
ease the Supreme Court orderad a table for the State lLaw Library,
Its funds for capital goods had alrsady besn expended, After delivory
of the table the clalz for poyment was presented and approved for
poyment by the Ooard of Examinerse «hon the claim was rresentod to
the State Auditor hs refuscd to issue a warrant becauss the approvris~
tion for capital goods had been depleteds The Court thea lssuced an
ordor domanding that the Auditor izsuo the warrant. In this way
tLe toble was procurcds
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grealer expenwe than anticipateds whon & justifisble situsiion of
this nature arises it is ressonable and desirable that some mesns
be mrevided whereby the unit may be authoarized to cklisate the State
beyond the appropristed amount,

Since 1907 the State Board of ‘xaminers has had the power to
autharize indcbtedness beyornd an approrristion, the power being pranted
in the following languages

Yo state officer, state board of trustees or munagers or

conmissioners shall have any authority te, or shall contract
any liakility or indebledness whatever in excess of the
amcunt arpropriated to such officer, board of trustoes, or
panacers or comissioners, o for the office, institution
coummisasion or crganization wder his cr their managemont or
control, without previons authordzztion from ths steto board
of exaninors.2u

This law continued in force afisr the adoption of the Iudget
Act, In 1937 it was amended and revised beinz mude applicable more
specificzlly to excrpgoncy slituations cecurring from overecrowding in
"oenal, cuctadial ar charitslle® institutions. In case of "unforescen
and unanticipstad emergency® arising in ary other Stabe institutdion,
dopartment, board, comzisslon or burean whure the entire incone of the
irstitution concernad will be Ingufflclent for 4ts legsl furctions of
tha youar, the State Board of Lxaniners nay “authorize an expenditure
to be mads during such ysar snd for such purpcoses in such an amount

in excocs of such income for said year as gald board may deoom necesSsary

24 Session Laws, 1907, Chapier 25,
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and requirod.'zs khen such a situation occurs the Roard muset report

to the noxt legislative Assendbly tho anmount expended in indebtednosgee
the 1liability incurredw-and request that & deficiency appropristion
bill be pasnaed to take cars of tho sam,

This 48 a necessary end decirable provision. %o plan can
foresoe all eventualitiss and 8o there rust be a means of meoting
contingzenciess In saome cases bulpet estimates st be revised upvardse
there the buldyget authority i1s ecloscly aware of spending activity it
seens reasonable that there i3 relatively little chance that such roe
vising power will bs abuseds Qvicusly, however, ons purpose of
budgst moking s to foresce a3 nany situations of this kind as possible
and cbvigte the nocessity of frogusnt doficlency approrriations which
mizht have been &volded by more aiequate planninz or expenditure supcrw
vision. |

In some states all sperding apencies, deperimonts and institum
ticns are required to submit a detalled plan of work and expenditures
proposed for the ensulng year, half year or quarter to the budjet
authority. In this way the units are forced to plan ahead for their
gpording activities and the plans muct naturslly be set up within the
1imits of the budget document, By ehecking the progress of each unit
on these detalled plans the unitis adheronce to the budget can be nove

M

25 Seselion Laws, 1937, ¢ Ceo T .

s Chaptor L0e See Forort emd Official
ominions of atborney ueneral of Hovtmma (Holena, 1yG2) Vois 4vs
VPALLGD 2@. Pe Je
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closely controllede In Veontena no suwch specific s poriodic plaming
i2 requirod or exerclsed under the present procedure.

Thus, 4f a board spends too rapidly in the first ysar of the
biennium and is about to exceed its appropriation it may go to the
Board of Examinars and request to spend from the appropriations for
the second fiscal year of the periods If the Sosrd glves its aprrovel
the institution may start in on its second year appropriation, If
1% should spand beyond thet in the second year (with the Hoard's
aprroval) tho Loard of Exominers must request a deficiency appropris-
tion from tho Lezislative isserdly to cover the indaebtedness. This
can be & seriocus loophole in the budrot rocesse

The principle stated above bears repetitiont a purpose of
budgeting and buiget eentrol is {o aveid overesxpenditures by keeping
closa check on the spending activity in relation to apmropriations
and funds esvailsble, lers the Soard of Lxaminers 1s an inadequate
controller for it is wnable unisr the present gystem to efficlently
oversee the eponding of the itate ejcncies and hwtitutim.%

26 1n 1947 there wore 12 deficicncy appropriations passods
It i3 perticularly interesting to note that three of these were made
for the offices of tho morkers of tho Board of ixaninors.
Session Laws, 1547, House 3ills 101 and 21k,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



95

(2) Suparvision of ixpeniitures for Capital Joods,
A major source of potential conlrol powor in the hands of the
State Doard of Dxaminers 48 contained in the following secticnt

esenio purchase shall te made by the state purchasing deparimont
of any furniture, fiztures, spparatus or equipment for any departe
menty, board, commission ar office until the estimate or roquisie
tion for the purchase thereol has been submitted to ithe state
board of examiners and an ordoer mde by such board authorising
. thae purchase thereafe2l :

In other words, this luw states that no capltal poods or

emii=mont shudl be purchased by any unld of the State governmont
rozardless of how great an eppropriation nay have bLeen passed for
such purchase without the specific arwwrovel of the State Board of

l-;xmi.mraczg This gives the Scard of ‘xaminers the finnl sy as to
what major capital expenditures shall bo made for and to what amount,
Its policy in this regard can be one of holilng departzents at or
under the appropriations set up from the budget or its menbors may |
base thelr considerations upon political expediency or other faocturs.
Iven 12 contrel in tids respect wero taut thore would nevartheless

be a large crouwp of expenditwros loft solely to the discrotion of the
gremliing units 4n that no such control 4a imposed upon operating exe

POnSeSIe

27 287 RuCele 1935 as anonded by Sesslon laws, 1939, Chapter 51,
Sectlion ls )

23 In many cases where the purchose of larpe arders of oporating
goods as distinct from capital goods are pending the Purchasing Leparte
ment ®ill submit the roquest thorefor to the Board of cxaminers as a
matiar of good forme Statoment of Lp, Frank Francls, Assistant Ltate

Purchasing Agents
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(3) Audit Activities.
{a) Claims for which appropristions have bLeen made,
Of first impoartancs in a poverment control system 4s tha
audit of claims against the govermment for which appropriations have
been mde. lontana law 13 quite clear in this casces

Any person having & clain ajainst the state, for which
an appropriation has bean made, ray present the sams to
tho board in the fam of an account or petiton, and the
gsecrotary of the beard must dute, nmuzber, end file such
clain, and the board must allow or reject tho same in order
of 1ts presentations Tho board may for cause postpone action
upon a claim for not axceeding cne month,s’

Accordingly, any bill or account (lore callsd a claim) against

the State for any purpose must, befare belng pald, be approved by the
Eoard of ixaminorse A% this point, that is, whben & claim is presonted
to the Board of Ixaminers, an audit should be exercised to ascertain
whetlor or not the amount of the charpes 1s correct and in ling with
rices being charged nonegoveromental enterprises for the same goods

or services, whother the item for which charge 13 beln; made has been
received, and whother tho purchasing unit of . overnwent had the authorw
ity to muke the purchase. Such of this as is porformed undar lontand's
prosent gystens 43 done by ths department making the purchase before the

P

29 233 KuCelle 1535,
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clain 43 ever presented to the Doard of Lxaninerse O

If such a clalm 48 aprroved by the Doard iis moembers "must
eniorse thereocn, over thelr eignaturos, 'Approved, for the sun of
dollars,' and trangait the same to tho office of the slate

auditor."‘n If the Doard should, on the other hand, disapprove such
a clain it must file the cladm with its reccrds accompenlsd by a
statement explaining the diaap;n-wal.az

30 Lecentralization of this mature 18 porhaps attractive s
an ideal, and if officials are devolod Lo econmy, honesty, and co=
operatlion betuween various sctivitics it way function reasonably welle
dut a budjot systam secks L0 get up an ovarwsll plan and 472 4% 18 ¢o
be achered to Lhere must be review of ths spending and receipts by
tihe office responsible for ths plane In thia respect it scsne that
the Soard of Lxanminers feils as a Ludret authority.

wxpenditure control in govermment 45 a rather recont dovelope
ment, tut its principles are now fairly well outlined. The cbjectives
a8 sucy seenm t0 have beoen recernized Ly Montens statesnen as is evie
dent in the Budget Act, and supportlin; agencises, bul the systom for
achiovin: thom bas not been roasonably develepeds ne can cbaservs,
at least 4in so far as law 1s concornexd, that Lute's stateoment of

guch a situation 4s a fairly apt clcsm’ipuon of the attitude toward

the bwizet in Lontanad "The Liea of ﬂmt:coll"n publis expenditures
is corpuratively new, gince ths welshi ol this emnditure has only
recently becoma such ag to command sorlous attentlon. The eariler
toxt writors on public finance spole of 'laws of expendliture inoresse,!
widch indicated that they thousht of this tendsncy as somethling certain
ard fmmutable." Harley L. Lutz, "The Comtrol of Fublic bxpenditures,”
The Tox lilcest (Nove 2731) ppe 35"-3"'3740

32 239 RuCole 1535

32 010 BuCalty 19350
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(b) Claims for which no Funls liave Loan Appropristed,
in soue casos & clain may Le presented for which there has

beon no uppropriation mades If the Dowrd approves such a clain
aftor ewditing it, it must transadt tho claim to the legislative
Assoubly, along with a statement of fis spproval and 4t will then
be up to the leglslature to pass an appropriation or defielency
approzriation in its paymnt.”> imdlarly, unsettled claizs which
have rot been mrovided for by law rrict Ve transmitted to tls lozislaw
tive ~sseidly with the facts concarnin ihe clam.:’ 4 Such a clain
must be rresented to the Souxrd sl least two munlla Lefore the mecte
ing of the Logislaturee On e flrst ionday of Novesber preceding
the mocling of the legislative fegecbly the Dosrd must hold mesgsion
for examining this class of clalme ~ml pust have a notice pullished
in some nougpapor &b ticlena slatling what claims havo been filed with
thes and the arder in which the Coayd will procecd 0 exanine m-”
At tho time that exanminaticn la mudo the Joard mey hear evidence in
support of or azainst such clalas nd from tholr exaulnation they
arrive at the facte from which they draw up their repart to the
Le islature concorning an sppropristion in the claln's paywent, A

1ist of such claims rojected must be published 4n a nowspaper at tho

33 m R.C.zﬁ. 1935'
3 2L2 TeCulle 1935,
35 243 RuCu¥e 1935
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scat of the govermment and the time statcd for the noxt necting of

the legislature for that is the court of last resort to which the
clalmont may appeal.

The Board 1s not to considor for a seccond Lime a claim which
it has disqualificd or which has boen rejected bty the Lozislature
unless such facts are presented Lo the Lourd which offer ample rrounds
for recamidaration.% And no mocber of the Boerd mst act upon ary
clalm in which he 1s parsomlly intorested or which has to do with
expenditures incurraed by his office-=he i3 not even to be on hund
whon such a claoix ia presmtad.n

Those arc the general provisions concernin: the agprm of
claimse In several instances tho law is even more specific.

(¢) Printing,.

In contracting for State printing the board is "not to aldow
.or aprrove for paymont &y claim against the state of Mortana by any
piblisher or printer," unless the mrintor has attoched to hls cleim
&n affidavit stating the price or rate of the publication for which
the ¢lain is made and that such price is not in excese of the "minioum
rate charged any othor sdvertiser for publication or advertisenent
got in the same sizod type ond publiched foar the sume number of

- .

35 207 BeCutte 1935,
3T 216 HeCalle 1935
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ingortions,"” The same section makes it unlawful for any concarn to

attempt to charge the State of Yontana for any publication in excess
of the minimum golng raete normally charced ary other ndvertism'ﬁa

(d) Travel Claims of State Izplayeas.

Uortion hos alroady beon mads of the duty of the Board of Lxw
aniners which merges & rospongibility over porsonnsl and financisl
matierse Lvery porsom engaged in any sorvice for the &Htate of Mortana
who mast travel full or part tima is roguired to make an itemisad
statemont "tersely stating,® in shat capacity he was engaced on vach
day and must present the statoment at {he clese of each month to the
Board of Lxaminerse The Board is ¢o audit gnd aprrove the statsmenta
before sry ¢laim for the moncy so spent oan be allmed.:’g

- - i

35 279 Eecells 1730

37 LEFel EuColle 1735 as amonded by Session laws 1SL1, Chapter 92,
A gcrarate sct of similar intont applies directly To Judgess "As soon
as his services in comnection with the trial or hearing sre concluded,
the Judse shall certify in detall the aount of money necessarily ard
actually cxpended by him for bhis travoling expenscs and board and
lodping, as above specified, and shall fils the clalm for such scrvices
with tho etate bLoard of examinors, who shall awlit &, and 1€ found
correct bty then, they shall transoit the claim to tho state euwditor,
with their approval indorsed thereon, and the stste suditor sust draw
Lis warrant for the amount so approved in favor of tho clalmant, or
his aosicns, in tho order in which the same was approvede” CGILT heleYe
1935
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(e) Claims for the Transportation of Uriminale,

Yot another epecific conirel of exponditures i1e established
in connection with the transportation of criminals to the State
Prisone %The exmes.nmessarny incurred in the performance of
such & duty by a county sheriff must be audited by the Ioord of L
aziners and authorized by it beforo payment is made to the afficw.m

(£) Reports of State Agencics.

Before s report which may be required of any State office,
board, bureau, commission or departrent shall be printed it is to be
presoented to the State Board of Lxardners which has the power to grant
or deny peralgsaion for its pri.nting.u This requiremcnt is set up an
a contrcl over expenditures for the Sosrd is to “suthorise the pripte
ing and publication of such reports orly shon 4t deoms the usefulness
of the reports in the administratian of goverrment of the State to
Juatifly the expenses.” Conversoly to the power of pramting or denying
requests from such officea to publish reports tho Dosrd may requlre
thaet & particular report be printed without the subject office having
ever made reguest of the Board for such pormissilon,

O yonel RuCole 1935,

1 520 BeCole 1735 as amended by Session laws, 1937,
chaptaer 33,
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(g) Contingent Funds,

In one particular instence the Dourd of ixaminers perforss a
function which amounts to posteaudite This arises in the aduinistras
tion of whatl i3 known a3 contingent revolving funds. Lue to the
encrgency nature of some parchases which vardous State povernmentael
uridte misht have to make from time to timo it may be impossible or
inalvigatle for the Doard of kxaminers to review a clalm bofore its
paymente Juch & situatlon cccurs when,; da the oporation of an insti-
tution or agency, & purchace must be rude and paid for et once ¢loa
the egervice beln; porformed would Ls scricusly interrupted.

To moet such a situation the losrd of lxaminers 1s empowered
to set up at its discretion for "auy and 4ll of the state fnstitutions.es
derartients, boards or commissing contingent revolving acmmnta.”m
in this evant a certain sum agrood upon by the Soard is translerred
in trust to the business office of such institutions to Lo used in
the peyment of demands "requiring imnodiate cesh paymonte.® 7The transe
actions porformed under all such fundis ere to be reparted momthly to
the Loard of Lxsminers with proper vouchers for every raymont mados
There is no reascn to suppose that the posteaudit here set umong the

duties of the Bosrd of Lxaminers in any more thorou;hly exocuted than

L2 195 Relolfe 1925« At its plonsure the Doard of Lxaniners
pay cancel the autharization for mich funds and recall thems
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that of the ardinary claims,

Thase aro the laws concernling the tresiment of claims by the
Board, Iow does the systen actually work?

¢s Practical Operation.

It is inconceivable that the menbers of .tha Soard of Ixaminers
eould, in additim te all of their other duties, o over each clalm
rresented to the State, check the svwromrlation to which 1t will be
charged and qualify or disqualify it after careful awdit. Yor does
the Doard have a staff widch can porform this duty.

All) clainms do go to the office ¢f tho State Doard of Lxaminers,
There they are checked over by the Assistant Clerk, (nes of routing
nature will be held out and passed along to the offices of two of the
pecbers of the Soards In thoso offices the simature of the Covernor,
Attorney Genoral, or Secrotary of State, as the case might dbeo, will
be rubber stamped on the face of the claim in approvel of its Sone
clairs will not be 80 easily disposed of, There may be a question of
policy which the igsistant Ciark camnot answer or for which he does
not care o take the responsibility. Those he will present to the
Clerk of the Boarde The Clerk, out of long expericnce, will be abls
to dieposs of most of these without referring them to the Boand
merbere and thoy too will be routed alon; for rubber stanpinge Finslly,
thore ¥ill be a very few=eporhaps ton or twolve a weal&?ﬂﬁhich the Clerk

W
L3 Statement of We L. Fitszsciomons in interview,
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will decide »ust have the attention of the Soarde These he will take

up with the merbera in Doard meotling and tloy shall there be dealt
with acearding to lawe, It zust bo emphasized that none of these steps
constitutos what is knom as w&b

Tha foregoing fiscal powers snd other general powers not menhe
tioned conperise an dzpressive total and in effect make the Poard of
Dxardnors the suprome {inanclal aponsy of the Stale-wean agency whose
fiscal powers give it an extansive —otential thoush probably inefficient
control cver State finances, It 12 an uwnsclentiflc concentration of adw
minlstrative rcutine in the hands of tires policy waking offlcisls who
should be able to davote mors of thelr tinme to the affalrs of thelr oun
officess It would be difficult to single ocut Just whore or when, but
at some glaze in lontanats growth tho tasks delecated Lo the leard of
Examiners reacshed a point of dimdrdohing returns,

L State finsncial afficors interviewed were in genoral
sgrecment that no auxiit of claime is ordinarily pexformed.
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CHADTLEL VIX
UTHER (FPICLS O PRLUTIAL COumig,

1, State Auditor,

Ancthor Congtitutlonal office in the Stato of lMontuns in which
sons Doasure of exponditurs control rmy Le exorciscd is that of the
State mxlitar.l ihile only the Auditor's control or potontial contrcl
activitics shall here bo conolderad, it should be remasberod that he
las many otbor dutios to porfort.

Tho Jtate Auditor 48 an olocted official ant by virtuo of his
ari_‘ibo bo 13 to "ocuparintend the {iscal concorns of the States"> Tho
actual control which he myy exorelsce wvor Ctate sponding is very
1inited and the essonce of 1t ip delfinad in the followin: Sectlons of
legislations

{1t %5 his Quty] eesto draw worrants on the ctate treasurer

Lor tho puysont of monoys dirocted by law o be pald out of the
troosuryj but no werrant must Lo drawn unlese authorisad Ly lav,
an! upon an unexhaustod enecific ajpropriation provided Ly low to
noot the samse Lvery warrant rmst be droawn upan the fund out of
which it 15 payablo, end &poclify tho sxrvice for widch 4t ds

¢rawn, whaon tho llability acurucd, and glm spocific epprorrioe
tion applicable to the paymant thereol,

AR

1 T Stote suditor 43 also £x pfficto Invostmont Camloglons
anl Toal wstate Lormissionor by Lecliun wd 161 Nelella 1730

2 151 (1) ReSells 19350
3 121 (17) BeCelte 1935
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ool wirrants for claioe widoh have been aulited by
the board of aaniners ard filad in his offics (tim m.aditw'a]
%2: g;amxgﬁn the ardor of the nurbers placod upon thon

The extent of the Auditorts control activity, thon, 4s to Lold
dicsbursomonts withdn the amounts sulhorized by lawe I 410 quite
feosidbla that a sperding depurinent myy excoed ite appropriction. ALL
of tho clains for moneys oxpondoed will obably not errive at tho
Capital and be approved simultancouslys The Auditor will issuo worrants
20 lon: as claims come to bim with the apmroval of tho Doard of Exacine
ars and whilo thore are appropriatism balances romaining Lo cover thene
thon the appropriations are deplsteld ho must refuse to Lsoue varrants
on thame In guch a case, if ihe purchase mude 12 not roturnodie or is
80 noccosary as to Lo indlspanoable, the Poard of Ixsminers will have
to requost o ceficloney appropristion from Who Lezislature Lo cover it.
while the Auwditor s legally culirated to koep track of the balancos
of arropriations for all departnents, institutions, and agoncies and
provont State funds from beiny podd out beyond thelr lindts bis records
are on & cash basis and do not show encunbrances which ray be scoruing
but for which clatme have not yob Loen prosentods Thore is no presont
procedure in which & central euthority asgures that governoental units

L 351, 2.Ce¥e 19350

5 oThe stato auditor must not draw his warrent for way claim
unleoos 1t bas been approvad by tho bLoard, 0xwp¥. for salarices or
capensation of officors fixed by luw.® 2149 feColle 1935
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will not gbli-nte State funds beyond wopropriated smountse there So
no centralized ajency which bas sccount of the exast status of SO
ing on the part of State activitics, This 1s an inadequacy of tho

wesent s}'stem.é

2« Cltate Treasurors

The Troasurer exercises no catrol over State expenditures,
s amounts to the Stato banker and oo such ho 43 the most independent
officer of the financial system, For tho purpose of this study ris
auty may te aoccepled asy

To receive and kesap &ll moneys belanging Lo the stato, gnd
not required to be received and kopt Ly some othor persons

6 1re Jobn Eorman Thomas, State Accountant, has currently besnh

canducting on experimntal gysteon to remaxdy this fallure, lo tobulatos
- all ependiture oblizallions of hds office whon the oblizstion 1o first
roposods The total of pending cullootions end claime peid subtrected
Irom the lesislative appropriations mde for hds office expense shonp
the clear bLalance remining, TLose fizures he tabadates under colunrs
of the fallowing titloss date; reforence nmatberg ifems smount palds
total of unpald encumbrancesy total exrenditures; appropriationg unooe
cuhared balancey total of encurbrancosy and cosh balances Ho prow
posca to swgsest o tho Jegislsture tnt all requisiticns for purchascs
bo routod to s office before thay ro to tho Ruchoaling Depatuent,.
Thore they would be resardes snd checked azsinet 8 rumning account kept
for a1 dorartmants and agencics gimilar 10 the one now beling trdod.

If tiiee wore anple funds for the purchase, the fact would be noted on
the requisition and purchase cmld be made. Lhilo thls cartaifly s
not complete pre-audit, it is a simificant step in the direction of
contral end the experimont of lr. Thomas supports tho obscrvetlion mude
in the text aboves It 4s hore agrosd thwd such & sorvico 1z sboolutoly
DeCHasarye

T 274 (1) DeCelle 19356
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eeeb0 Py warrants’'drawn upon the atate auditor ogt of the
funds upon and in the order 4n shich thoy are drame

In theso activitles thare is mo elowunt of expenditure controle

J. State ixaninor,

AL the outsol 1t muy Ve sirply stated that the State lxasinor
parfoms no control activity yer ses In suomary it is his cuty to
exa-ing at loast onee a yomr the books ond acoowts of all Ztato
officers who colloct or handle monsy and of the "ehucational, chorite
&ble, pergl and reforpatory institutions® of the State) to prescridbe
tho ronarel rethods and detells of gecounting forr the recelipt anl
disbursonont of nongy belonzing to 811 such unites of povormant s wall
as local povarmaants and to porforn (he dutles of Dank Mxemg It
iz this lotter activity wikich takes the bulk of the offiser's sltention.
L more irgpartonce hore 1s his duiye

To visit oach and every «lfice of the slficors, Loards

and institutions nomed in tais act &t loast once in cach yoars
and at such timo to examine Uw boois, accounts and vouchars

in sailld office, to verdily steteuenis of recoipls and expodie
tures, and indobtednoss, wid to examine and puss upon tho
charactar and smounts of any cormisslions, pemmtagaz or charsos

for services, exacted by any officor, and of &l Bllowed
by any of uid officers, beards or 1rm1mm§13

8 174 (L) EeCalle 1735
9 220 (1)y (3), (5) ReCele 2735

10 210 (L) ReColle 1735
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