
MINUTES OF THE MEETING 
APPROPRIATIONS COMMITTEE 
50TH LEGISLATIVE SESSION 

The meeting of the Appropriations committee was called to 
order by Vice Chairman Rep. Bob Thoft on January 7, 1987, at 
1:00 p.m. in Room 104 of the State Capitol. 

ROLL CALL: All members were present at the meeting. Also 
present was Judy Rippingale, Legislative Fiscal Analyst; and 
Sense Norman and Regan. 

HB 1: (2-A-001) Rep. Donaldson clarified to the committee, 
questions from the hearing on January 6 using the blue sheet 
from the Legislative Council (Exhibit 1). 

Travel Rep. Donaldson told the committee that the 
Legislative Council separated the pre session caucus travel 
and orientation travel which were included in the travel 
previously. Therefore, the blue copy separated the travel 
amounts so the committee could see the travel budgets for 
both House and Senate and also the pre session travel. 

Rent Rep. Donaldson further stated that the rent for the 
senate role call machine was substantially higher than last 
session, at a cost of $19,000, plus there was rental of 
three personal computers. 

Salaries Sen. Norman explained the computation of salaries 
for Senate employees stating that the benefits were tied 
directly to the salaries. To start with, they included 20 
days post session, full staff. He also stated there are 
people who return session after session and therefore, their 
salaries increase with their return. He told the committee 
he could readjust that and to reduce the salaries, it would 
also reduce the benefits by $3,000 as well. The total 
salaries and benefits could be reduced by approximately 
$45,000. 

Rep. Donaldson said the Legislative Council Staff were 
available for questions. Rep. Thoft asked what the 
percentage-- of decrease would be if the $45,000 were to be 
removed. Rep. Donaldson stated that it would be approxi­
mately 3 percent. 

DISCUSSION (086) 

Telephones Rep. Rehberg asked what the reason was for the 
$24,000 increase in the telephone budget. Mr. Bob Person, 
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Director of the Research Division, Legislative Council, 
referred to the telephone budget from the previous session 
saying the telephone budget was over expended. It was over 
expended in the communications lines, and under expended 
significantly in the personal services line. Therefore, Mr. 
Person attempted to realign to the committee what the actual 
expenses have been under the communications line as opposed 
to the personal services. The cost of installing the phones 
and the cost of moving the phones were actually more than 
what was budgeted previously. 

Rep. Menahan mentioned that the cost of installing a tele­
phone jack alone was a minimum of $ 50. Rep. Bardanouve 
asked who had the contract on the telephone system. Rep. 
Menahan stated that it was Centel. 

Mail Services Rep. Bardanouve asked Mr. Person to explain 
what the item "mail services" meant. Mr. Person stated that 
the services were provided by the Department of 
Administration for the person in the capitol post office to 
work four additional hours per day during the legislative 
session in order to provide services for the legislators. 

Voting Equipment Rep. Bardanouve stated that the possibility 
of the House renting or leasing voting equipment may be a 
more feasible way than to purchase equipment at the cost of 
$95,000 when the need should arise to replace such equipment 
in the house, perhaps following in the Senate's steps. 

Rep. Donaldson closed the discussion on HB 1. 

EXECUTIVE ACTION: Rep. Donaldson MOVED to amend page 1, 
line 14, to reduce the amount by $95,000. Rep. Bardanouve 
seconded the motion. The motion CARRIED unanimously. 

Rep. Donaldson MOVED to amend page 1, line 17 to reduce that 
amount by $23,000. 

Rep. Winslow expressed concern as his understanding was the 
Senate would reduce their budget by $45,000. He felt that 
was still a large increase. 

Rep. Bardanouve seconded the motion. The motion CARRIED 
unanimousl:y. 

Rep. Donaldson MOVED to amend page 1, line 24, following 
line 24 to include "Revenue Oversight Tax Consultant 
$18,000", to be line itemed to the Revenue Oversight Commit­
tee. 
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Reps. Winslow and Devlin spoke in favor of the motion. Rep. 
Peck opposed the motion stating he just didn't feel anyone, 
the most learned person, could make this projection. 

Rep. Quilici asked if there was any way to get a handle on 
the problem by using staff available and without paying the 
$18,000. If there isn't, he felt the consultant should be 
hired. 

Rep. Donaldson called the question. There was a roll call 
vote. Reps. Donaldson, Thoft, Winslow, Bradley, Devlin, 
Iverson, Manuel, Menahan, Menke, Nathe, poulsen, and Rehberg 
voted YES. Reps. Bardanouve, Connelly, Miller, Peck, 
Quilici, and Spaeth voted NO. The motion CARRIED. 

Rep. Donaldson MOVED to add $5,000 back into the equipment 
budget as the Sergeant-at-Arms needed additional equipment 
such as desks and chairs. Rep. Quilici seconded the motion. 
The motion CARRIED unanimously. 

Rep. Donaldson MOVED HB1 as amended, do pass. Rep. Quilici 
seconded the motion. The motion CARRIED unanimously. 

The hearing was closed on HB 1. 

EXECUTIVE SESSION: (550) Mr. Dave Hunter, Director of the 
Office of Budget and Program Planning presented the gover­
nor's proposed budget (Exhibit 2). In beginning, Mr. Hunter 
thanked Rep. Donaldson for giving him an opportunity to 
speak with the committee. In reviewing the letter which was 
distributed, Mr. Hunter stated that he would be reiterating 
his opposition to any tax increases in order to balance the 
budget. He stated that the only options that are available 
are to: revert the coal tax trust monies as the governor's 
proposed, to adopt a sales tax, or to significantly increase 
individual income taxes. 

The governor's choice was to reduce the rate of savings and 
using that money which would otherwise be deposited in the 
coal tax trust is a better choice than having to raise taxes 
or having to pose a new set of taxes. 

( 608) Mr. Hunter presented a chart showing where general 
fund money: is spent in the state. He referred to education 
as being 42.9 percent, institutions at 15.7 percent, the 
Department of Social and Rehabilitation Services (SRS) being 
29.2 percent, and all of the others such as state agencies 
being 18.3 percent. The policy recommendations the governor 
is making on the revenue side are: 1) keeping the monies in 
the federal tax reform, the $70.9 million is the 90 percent 
of the Department of Revenue's estimate to use a more 
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conservative number, and secondly to defer three quarters of 
the money that would otherwise be deposited to the Coal Tax 
Trust in fiscal year 87, 88, and 89. 

Mr. Hunter also showed the committee the following breakdown 
of monies to be obtained using the governor's proposal: 

l. 
2. 
3. 
4. 
5. 
6. 
7. 

Permanent Trust Fund 
Local Income Ed. Trust 
Net Coal Tax Interest 
Federal Tax Reform 
Vehicle Fees 
Resource Indemnity Tax 
Accommodation Tax 

$83.3 Million 
18.5 
6.5 

70.9 
6.3 
4.8 
2.4 

Mr. Hunter stated that we are seeing some growth in revenues 
due to the federal tax reform. The LFA does an analysis on 
the ongoing revenues and expenditures. There could not be a 
guarantee that the the transfer of the Coal Tax monies this 
biennium would not be requested again. If reasonable 
projections of the economic conditions in the state, partic­
ularly in the natural resources area, come about in 90 and 
91; we should be able to meet ongoing expenditures in the 91 
biennium with revenues. This means that we have a reason­
able chance of not having to make the coal tax transfer 
again in the 91 biennium as compared to this biennium. 

University System: The governor recommended that the 
legislature freeze enrollments in the University system for 
funding purposes. In comparing their budget to the LFA, the 
university enrollments in the governor's budget are 475 
students higher than the LFA because they froze them at this 
falls level. The LFA feels the enrollments will continue to 
decline in the coming biennium. Firstly, the governor's 
budget has proposed a freeze to allow the university system 
some addi tional funding f lexibili ty. Secondly, they 
recommended that the university system be allowed to keep 
100% of its indirect cost recovery from research grants 
which would provide them with about 3 million dollars of 
additional money. Thirdly, when the governor's budget for 
state support for higher ed is compared to the LFA's 
recommendations, you will find that the general fund and 
mill in the governor's budget for the biennium is $ 5. 4 
million higher. This is partly do to revenue estimate on 
millage but it is also; not using that indirect cost 
recovery. The governor has as sumed that the tuition sur 
charge will expire on June 30th, therefore they used lower 
tuition and fees than the LFA. 
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Foundation Program The governor's office is proposing to 
find the money to fund the full $96 million that it takes to 
hold the foundation program at zero and zero. 

Pay Plan Mr. Hunter said the pay plan numbers for each 
agency have taken out an equivalent number of positions to 
correspond with the governor's request. They treated the 
university system a little differently than the LFA. Because 
of the formula and because the positions are generated by 
the formula, the only way to get the pay plan money out in 
their opinion is to leave the faculty salaries in the 
formula frozen at their FY 1986 level. That does the same 
thing as taking the positions out. 

Mr. Hunter stated the governor's budget recommended no pay 
plan, zero and zero. They will bring a bill to the 
legislature to establish the matrices in FY 1988 and FY 1989 
at their current level, recommending health insurance remain 
the same at $115 per mo. There is some unreserved cash 
built in the employees health insurance trust that will 
allow them to maintain the employees benefits at the same 
level for the current biennium. 

Mr. Hunter stated two problems which need to be worked out 
with the help of the legislature. One with the Workmen's 
Compensation rates and the other with the Public Employees 
Retirement System rates. Mr. Hunter said he asked the 
Worker's Compensation Division to give them a projection of 
rates, by class, in September. He stated their office used 
those in their personal services calculations. On January 
1, the division increased their rates on a percentage basis, 
had they done it across the board, it would have been about 
15%; they adjusted each individual class code based on the 
experience in that class code .. So the rates are already too 
low as compared to the rates that exist today and, depending 
on the legislature, there may need to be a significant 
adjustment in Worker's Compensation rates. The further 
explained that the numbers do not match from Worker's 
Compensation and PERS by agency because the Worker's 
Compensation clause is heavily located in the Department of 
Institutions but the PERS cost savings are spread throughout 
agencies. 

Their budget does not recommend a general inflation package 
in agency budgets. They recommend most items not be 
inflated at all from the FY 1986 base in the 1988 and 1989 
biennium. There are some exceptions. They also recommend 
that the 4% vacancy savings that is generally used in this 
biennium be applied to all agencies across the board and all 
funds with two exceptions: 1) exempt faculty, and 2) used a 
lower rate of 1.68% on prison guards. 
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Human Services 

The governor's budget recommends $29 million of additional 
money in SRS to pay for increased case load. This deals 
with the creation of a new Family Services Department. Mr. 
Hunter thanked Rep. Miller and Rep. Winslow for allowing 
some joint hearings and give the proposal a fair shot in the 
appropriations process. 

QUESTIONS (254) 

Rep. Nathe asked what the use of the 15% Coal Trust Fund 
would have on the Water Development Bonds. Mr. Hunter 
stated that the water development bonds are backed up by the 
money before it's actually deposited in the trust and does 
not have an impact on the water development bonds. 

Rep. Nathe asked if the Workman's Compensation rates which 
are going up on January 1, would make up some of that money 
by going back to 5 and 5 and PERS. Mr. Hunter said that was 
correct. 

Rep. Menahan asked if the 4% vacancy savings would be 
applied at the institutions. He stated that doctors would 
be willing to come testify that they are now warehousing 
patients. Mr. Hunter said the budget recommends the 4% 
vacancy savings in Institutions with the exception of prison 
guards where the rate is lower. They did not recommend to 
removing as many positions from Institutions to make up for 
the pay plan cut and the 5% in other agencies. 

Rep. Thoft asked if the governor's office could take the RIT 
money and use it for that purpose. Mr. Hunter stated the 
proposal uses the monies in reclamations and The Department 
of State Lands and in The Department of Natural Resources 
and Conservation (DNRC) in exactly the same programs that 
the 85 session substituted the money in. So the governor's 
proposal doesn't expose us to any additional litigation than 
the court case that already exists. We believe so long as 
the money is used in programs like mine reclamation in 
lands, and the water programs in DNRC, that meets the 
criteria for use of the money. If we expand it and just 
start using it every place in state government, they agree 
there is a problem, they think that they will win that court 
case. 

Rep. Winslow asked Mr. Hunter why there were no funding 
priorities in the budget. He stated he felt there were no 
reestablishing of priorities, it just sounds like the 
governor's budget just sliced things down a little while 
longer. Is the legislature going to get some help from the 
executive in trying to establish some of these priorities or 
is the budget office just going to talk about it. 
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Mr. Hunter stated they tried to make a priority by treating 
the university system, by treating the foundation program, 
and by treating SRS benefits differently and more positively 
than other areas of state government and in that sense they 
have made those a priority by doing something different. 

Rep. Winslow asked if the governor's office is going to try 
to do away with something or keep something in a quality 
manner or are they going to keep everything and water it 
down like some of the programs are right now. Mr. Hunter 
stated he recognized the problems. 

Rep. Iverson asked Mr. Hunter to go over the rational with 
the Coal Tax Transfer considering there is a short term 
problem. 

1. Federal Tax Reform, because it's phased in, 
provides just a little more revenue and the amount of 
revenue increases for 1987, 1988, and 1989. Therefore, they 
are closer to meeting ongoing revenues and ongoing 
expenditures as a result of the phasing in of Federal Tax 
Reform. 

2. Every economic forecast says that we should see 
some increase in the price of oil, some increase in the 
price of coal and probably as a result, some increase in 
interest rates by the 89 or 90 time period that will 
significantly impact state revenues. 

Rep. Iverson asked about general growth, what percentage did 
the governor's office assume for growth. Mr. Hunter stated 
4 to 5 percent is built in the revenue estimates. 

Rep. Menahan asked on the PERS proposal if Mr. Hunter is 
surmising there would be no further benefits for any of 
those people that are receiving retirement benefits; no 
further increases as to cost of living, are we helping to 
deny people on retirement any cost of living increases etc. 
is that true? Mr. Hunter stated that was correct and if 
benefits were to be changed, that is a responsibility of the 
legislature. 

Ms. Judy Rippingale stated that the line in HB 1 where the 
$18,000 was added would be more appropriately inserted after 
line 24 on page 1, rather than where it had previously been 
placed. There were no objections to moving the line. 

The meeting was adjourned at 2:35 p.m. 
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TED SCHWIND EN 
GOVERNOR 

Itatr of ~ontana 
Q)ffirt of tilt Cloutrnor 

i;tltna, .ontana 59&20 
406·444·3111 

January 7, 1987 

Dear Senator Regan, Representative Donaldson and Members of the 
Appropriations and Finance and Claims Committees, 

During the past few weeks, this legislative session has been 
variously forecast to be "brutal," "painful," "difficult," a "time of 
crisis." It is more appropriate and productive to view the session as 
a time of opportunity -- a chance to review and re-establish funding 
priorities. 

The Executive Budget is balanced without a tax increase, because 
Montana taxpayers can ill afford a tax increase in this time of economic 
difficulty. They certainly will object to paying more taxes whi Ie the 
state continues to deposit nearly $40 million in savings each year into 
the permanent trust. 

Without temporarily diverting a portion of the money flowing into 
the trust, the State of Montana lacks adequate revenue to fund the 
services we have the responsibility to provide to our citizens, and to 
fulfill our goal of creating more jobs. Legislators face the same 
choices I faced in November, after the submission of agency requests: 

reduce expenditures below a reasonable level of services, 
increase taxes significantly, 
or divert some of the savings we are now putting into the coal 
tax trust. 

As you struggle to cut expenditures until you reach a level of 
spending you can go back to your constituents and defend, I sincerely 
hope you will come to agree that diversion of the coal tax revenues is 
the best available alternative. 



, 

Appropriations and Finance 
and Claims Committees 

Page Two 
January 7, 1987 

The Executive Budget for FY 88-89 recommends less growth in 
government than any budget in thirty years. Despite that austerity, 
you will find that the budget sets clear priorities. Education, from 
K-12 to the University System, is given priority, as are economic 
development programs. The proposed Department of Youth and Family 
Services would make more effective use of current resources and 
greatly improve accountability without additional funds. 

In my budget, I recommended that you use this session to set 
legislative priorities for education, economic development and families. 
The opportunity to make changes in government services is greater in 
times of tight budgets than in times of plenty •.• it should not be 
wasted. I pledge the full cooperation of this governor's office. By 
May, we must be able to look back on this session for the progress 
that was made and the opportunities that we had the courage to 
utilize. 

c:Z. IV
, 

~~C':"ec~~i2..~ 

TED SCHWINDEN 
Governor 
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ROLL CALL VO'rE 

HOUSE APPROPRIATIONS CO'UHTTEE 

DATE .)4.4 1, /181 BILL NO. _~;t~8:......:..../ __ NU~BE~ 

NAME AYE NAY 
Reo Gene Donaldson Chai rmrln r 
RPD Roh Thoft- Vi("p Cha;l'"m~n V 
RI"n r~l Winc::.lnw _V~ r.h~i .,..m~n ~ 
RPD PrNncis RNrnanDll'\le V 
Rt:>i') nnl'"nt-hv Rl'"Nnlpov V 
Rpo MNl'"V F.l 1~n --.C.onnl"1 1 v ~ 
RI"n r."'l'"l'"V n",vl in - ,,/ 

Rpo Dpnnis. I.ve.rson V 

R",n R",y M.::Inl1Pl V 
RI"n RI"r'l ""pnahan (./" 

Reo. Larrv Menke v 
ReD. Ron Miller v 
Reo. Dennis Nathe V 
Re.J. Rav Peck V 
Reo Harold Poulsen v 
Rpo Joe Quilici V 

Re'':> Dpnnis Rehbercr V 
Rpo Garv SDaeth V 
Reo R"'l'"ni p ~wi ft- v 
Rpo Dpan Switzer ~ 

TALLY 

Secretary Chairman 

MOTION: Rep. Donaldson Hoved to Amend Page 2, line 3 following 

line 3 to include "Revenue Oversight Tax Consultant $18,000, to 

be line itemed to the Revenue Oversight Committee." 
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