MINUTES

MONTANA SENATE
55th LEGISLATURE - REGULAR SESSION

COMMITTEE ON LOCAL GOVERNMENT

Call to Order: By CHAIRMAN TOM BECK, on January 16, 1997, at
1:00 p.m., in Room 405.

ROLL CALL

Members Present:
Sen. Thomas A. "Tom" Beck, Chairman (R)
Sen. Mike Sprague, Vice Chairman (R)
Sen. Dorothy Eck (D)
Sen. Sharon Estrada (R)
Sen. Wm. E. "Bill" Glaser (R)
Sen. Don Hargrove (R)
Sen. John "J.D." Lynch (D)
Sen. Walter L. McNutt (R)
Sen. Fred R. Van Valkenburg (D)

Members Excused: None
Members Absent: None

Staff Present: Martha Colhoun, Legislative Services Division
Jodi Jones, Committee Secretary

Please Note: These are summary minutes. Testimony and
discussion are paraphrased and condensed.

Committee Business Summary:
learing(s) & Date(s) Posted: SB 49, SB 51, SB 121
Posted: 01/13/97
Executive Action: 8B 77 Do pass as amended
SB 121 Do pass

HEARING ON SB 49

Sponsor: DELWYN GAGE, SD 43, Cut Bank

Proponents:

Don Hoffman, Department of Revenue

Informational Testimony:

Gordon Morris, MT Assoc. of Counties

Tom Daubert, Assoc. of 0il, Gas and Coal Counties
Art Kleiivjan, Blaine Co. Commissioner

Jerome Anderson, Shell Western Exploration
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Larry Brown, Northern MT 0Oil and Gas Assoc.

Opening Statement by Sponsor:

DELWYN GAGE, 8D 43, Cut Bank, presented SB 49. This bill was a
request of the Department of Revenue and it clarifies

deficiencies and over payments on o0il and gas taxes particularly
on local government severance taxes.

Proponents’ Testimony:

Don Hoffman, Department of Revenue, spoke in favor of SB 49. It
would keep the Department of Revenue and local governments from
having to distribute very small amounts of money when it relates
to pre-85 production. See (EXHIBIT 1). In the 1995 Legislative
Sesgion the Department of Revenue did some consclidation of oil
and gas production taxes. This bill would allow the department to
take money collected under a deficiency assessment or a refund
that is owed to a tax-payer and use it as distribution purposes
and for current revenue. He used an example of this type of
distribution. See (EXHIBIT 1). He said currently there is about
125 different levy districts in Montana that have oil and gas
production in them and they receive a distribution of money. He
said current revenues that the department distributes on a
guarterly basis is about $9 Million. This will eliminate extra
accounting by local governments under this bill.

Informational Testimony:

Gordon Morris, MT Assoc. of Counties, asked to make a couple of
technical comments on the bill. He discussed the language on page
2, lines 2 and 3. He suggested some amendments. In the current
language of the bill the deficiency assessment must bear interest
until paid at the rate of one percent per month. He feels this is
an excessive amount of interest. He suggested an amendment that
would bear interest at a rate of interest generated by the pool
investment fund for the appropriate period or at a rate of 6
percent per year. Overpayment could be used as a means of

investment. He also discussed line 17 on page 2. "The county
treasurer shall remit the amount demanded within 30 days of the
receipt of notice from the department". 30 days is a short time

and very difficult to come up with both principal and interest.
He suggested the treasurer has to be notified that the refund is
due and the money would continue to accrue until paid to the
recipient.

{Tape: 1; Side: A; Approx. Time Count: 1:10 p.m.; Comments: .}
Tom Daubert, Assoc. of 0il, Gas, and Coal Counties, agreed with
Mr. Morris on the changes proposed in the bill. He feels that the

12 percent will penalize instead of helping. He would like to see
some changes in the repayment and credit options.
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Art Kleiivjan, Blaine Co. Commissioner, also concurred with the
suggestions of Mr. Morris. He said in Blaine Co. they have had to
deal with a net proceed tax and try to handle it without penalty
or interest. He said it would be easier to go past a fiscal year
so that these overpayments could be budgeted.

Jerome Anderson, Shell Western Exploration, said they are the
largest producer of crude in Montana. He is concerned about the
rate of interest in connection with the open ended paying period
by the county treasurer. If the interest rate is reduced with
respect to refunds then it goes back to individuals in connection
with an overpayment. The interest rate should also be reduced
with respect to an underpayment shown during an audit. With the
unlimited time frame for these payments, the money might never
get paid and lead to unnecessary litigation.

Larry Brown, Northern Montana 0il and Gas Assoc., said the
section that their company is concerned about is section 3 on
retroactive applicability. He said in 1988-1995 the countieg have
gone through excessive bookkeeping. He said his members have
smaller oil wells producing less than 2 barrels a day and they
don’t make any money and are a liability in the tax system. If
you have an overpayment one year and an underpayment the next it
creates problems. Their association would like the committee to
take a look at the retroactive applicability.

Questions From Committee Members and Responses:

SENATOR MIKE SPRAGUE, asked Mr. Hoffman i1f the Department has a
problem with the percentage of the deficiency assessment. Don
Hoffman said under deficiency assessment, 1f the tax payer under-
pays a production tax then they will pay one percent interest
from the time it was issued until the time they pay. The amount
of interest that is earned by the deficiency assessment will be
shared with the county and local government under the
distribution formula.

SENATOR SPRAGUE asked if they are paying an interest on the
deficiency amount, in other words 50 percent of that 1 percent is
given to the counties. Mr. Hoffman said based upon the
distribution formulas, counties would receive the same share of
the interest that they do of the tax. There is no 50 percent and
it is based on the type of production and different percentages
are distributed under other statutes.

SENATOR SPRAGUE asked if the 1 percent per month was fair. Mr.
Hoffman said it is fair with other interest rates that the
Department of Revenue has for underpayments. With respect to
refunds, generally the only time the department has to pay
interest on an overpayment is if they do not refund the money
within 6 months. This money all goes into a pot and goes to the
counties based on a formula. If the interest is paid, it comes
out of the pot and all counties would share it based on the
formula. On page 2 line 14 he explained this statute and he said
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in most cases there is money to offset these refunds. If the
money cannot be treated as current revenue then the department
may have to go back and get the money.

SENATOR SPRAGUE asked if the 30 days is relevant to the receipt
of notice. He asked should the 6 months be applied under this
bill. Mr. Hoffman said once a refund has been determined and set
and there is not sufficient money in any county to offset that
refund then the 30 days comes in and the 6 months is exclusive.
The money will be processed and given to the county in a timely
matter to refund the taxpayer. If the date is extended then the
state will support that overpayment till the money can be
refunded.

{Tape: 1; Side: A; Approx. Time Count: 1:24 p.m.; Comments: .}

Closing by Sponsor:

SENATOR GAGE said the counties are often in a position to refund
money but have not budgeted for it. This legislation would allow
the counties to not have to pay the money until the next
budgeting cycle comes around. He feels the 1 percent should be
consistent throughout the codes of the State of Montana. If one
industry is charged 1 percent on deficiency assessments they
should all be the same. He urged passage of SB 49.

HEARING ON SB 51

Sponsor: SENATOR JOHN HERTEL, SD 47, Moore

Proponents:

Gordon Morris, Montana Assoc. of Counties
Mary Ellerd, MT. Juvenile Probation Officers Assoc.
Robert Throssell, MT. Assoc. of Clerk and Recorders

Orponents: None

Opening Statement by Sponsor: SENATOR JOHN HERTEL, SD 47, Moore,
presented SB 51. It coordinates the cost of living adjustments
for probation officers with other county officials. The bill
explaing the salaries and the cost of living adjustments, which
are determined by using the applicable formula 7-4-2504. He
explained section 2 of the bill as it gives some guidelines for
the deputy probation officer.

Proponents’ Testimony:

Gordon Morris, MT Assoc. of Counties, spoke in favor of SB 51. He
said this is a fairness and equity issue and makes the salaries
for the probation officer consistent with the language elsewhere
in the law. Probation officers would get the same adjustments as
the other county officials. If county commissioners decided to
freeze salaries they could all be treated the same way.
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Mary Ellerd, MT Probation Officers Assoc., suggested some
amendments to the bill. In order to make sure the deputies are
treated fairly she suggested copying line 5 page 2 of the bill
and put it under section 2 to cover deputy probation officers.
She also said there needs to be salary adjustments. The salary
was set in 1981 and she feels this is outdated. Currently, no one
in the state makes less than $25,000. She suggested amending the
bill to eliminate the maximum and set the minimum to $25,000. She

said this is the salary that most juvenile parole officers start
at.

Robert Throssell, MT Assoc. of Clerk and Recorders, said the
clerks are responsible for preparing the county budgets. If the
cost of living increases were uniform it would make budgeting
easier.

{Tape: 1; Side: A; Approx. Time Count: 1:37 p.m.; Comments: .}

Opponents’ Testimony: None

Questions From Committee Members and Responses:

SENATOR DON HARGROVE asked Mr. Morris, if probation officers are
all making more than $25,000/year then they are not in compliance
with the law? Mr. Morris said the language of $17,000-$22,000
should be viewed as a starting range.

SENATOR FRED VAN VALKENBURG asked 1f the counties are eligible
for reimbursement from the district court fund for any expenses

for the juvenile program. Mr. Morris said there are entitlements
for the juvenile program.

SENATOR VAN VALKENBURG acked if that included the salary of the
probation officers. Mr. Morris said it did not.

SENATOR VAN VALKENBURG asked if on page 2 line 14 if the language
"as the judge considers necessary" is something that MACo wanted.
Mr. Morris said they did not have a problem with it as it is a
determination that a judge makes and he can over rule the
decision of how many parole officers they are going to have.

SENATOR VAN VALKENBURG said if the county commissioners think
five deputy probation officers is enough, but the district judge
thinks there needs to be ten, does the judge have the authority
to put five more on the payroll? Mr. Morris said that would be
the conclusion, yet the commissioners would hire probation
officers by the amount of budget they had.

SENATOR SPRAGUE asked Mary Ellerd, why her department would like
to have $25,000 as the minimum and not set it at $24,902 which is
the current salary for new juvenile officers. Mary Ellerd said
they rounded this figure up to make it easier.
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SENATOR DOROTHY ECK asked if the judge also makes most of the

recommendations as far as salary is concerned. Mary Ellerd stated
this was true.

SENATOR ECK asked that whatever price 1s set by law it still
doesn’t make any difference, as the judge can overrule and set a

salary at whatever he/she feels appropriate. Mary Ellard said
this was probably true.

SENATOR SHARON ESTRADA said she would like someone to address
SENATOR ECK guestion. Gordon Morris stated that this is an
ongoing question as to how much authority a judge has on this.
There is a lawsuit right now in which the salary was set outside
the initial parameter of $17,000 to $22,000. If that ruling goes
through then the judge may not have the authority to set the
salaries. He agrees that the judge doesn’t have the authority to
set the salary above the set standards.

Clcsing by Sponsor:

SENATOR HERTEL said he thought the amendments for clarifying the
deputy probation officers is a good idea. However, he felt that a
minimum of $25,000 should be researched and thought about before
putting it in for consideration. He feels that it is a fairness
pill and he closed on the bill.

{Tape: 1; Side: B; Approx. Time Count: 1:46 p.m.; Comments: .}

HEARING ON SB 121

Sponsor: SENATOR JOHN HERTEL, SD 47, Moore

Proponents: Gordon Morris, MT Assoc. of Counties

Opponents: None

Opening Statement by Sponsor:

SENATOR JOHN HERTEL, SD 47, Moore, presented SB 121. The bill is
an act that would help the commissioners to receive money from
certain county leases. Certain counties lease out their holdings
and receive revenue and the county treasurers distribute it to
the several county funds across the levy. This bill is asking
that the revenue that is received from these leases goes directly
to the General Fund and used by the commissioners as they see
fit. This enables the money to be used for maintenance on
property that is being leased. Currently, it is very difficult to
get money to take care of these lease properties.

Proponents’ Testimony:

Gordon Morris, MT Assoc. of Counties, said there is already a
number of countieg that are using lease money for maintenance of
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lease property and they are doing it in violation of the law. He
supported SB 121.

Opponents’ Testimony: None

Questions From Committee Members and Responses:

CHAIRMAN TOM BECK asked if there are any counties that take in a
tremendous amount of money that would affect rcads or bridges. He
also asked that 1f you have a large amount of money is it
distributed to all mill levies, and under this bill would it be
put into the General Fund. Gordon Morris said there are several
counties doing this already and putting this money into the
General Fund is a violation of the law. He said one county is
leasing a nursing home facility and under the old law the money
would have to be spread across the levies rather than being
dedicated back to the home. This is a considerable amount of
money the county could use in the preservation of the nursing
home.

Closing by Sponsor:

SENATOR HERTEL said it is time to be in compliance with the law
and give the commissioners more latitude to use lease money in
areas that are needed. He closed on SB 121.

{Tape: 1; Side: B; Approx. Time Count: 1:52; Comments: .}

EXECUTIVE ACTION ON SB 121

Motion/Vote: SENATOR SPRAGUE MOVED SB 121 DO PASS. MOTION
CARRIED UNANIMOUSLY.

EXECUTIVE ACTION ON SB 77

Amendments:

Jim Greene, Disaster and Emergency Services, explained the
amendments for SB 77. See (EXHIBIT 2).

CHAIRMAN BECK asked Jim Greene if a fire truck is out fighting a
fire with one of the other districts and something happens in
their own district then they cannot be held liable if they are in
another district fighting a fire. Jim Greene stated this was
true.

SENATOR ECK asked if this included all various types of fire
departments in the State of Montana. Jim Greene stated this was
correct.

Motion/Vote: SENATOR HARGROVE moved to adopt the amendments.
MOTION CARRIED UNANIMOUSLY.
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Motion/Vote: SENATOR ESTRADA MOVED SB 77 DO PASS AS AMENDED.
MOTION CARRIED UNANIMOUSLY.
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Adjournment:

TB/3]

2:07 p.m.
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ADJOURNMENT

SEN. THOMAS A. ""TOM" BECK, Chairman

20(%4 C:lﬁfkai_////
[/~ JODIJJONES, Secretary
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