
STATE AaMINISTRATION CXYNI'ITEE February 16, 1977 

Chairman Brand called the meeting to order a t  8 : 15 a.m. , with Ryan, 0' Connell, Tower, -- ' and Bardanowe excused fo r  other meetings; Menahan and Meyer not i n  yet ,  and Speaker 
Driscoll s i t t i n g  i n  a s  an ex o f f i c io  m e n b e r  to achieve a quorum. 

Dick Hargesheimer s W t t e d  his sumnary - see a t t a c h e n t  #l. 

H& 58-Rep. Curtiss , sponsor-- (she suhni t ted written testimony, a c m p n i e d  by other 
explanatory matter - see attachnents 2,  3, and 4 )  

SONNY HANSON, Montana Technical Council--As governmental agencies expand, it cuts down 
on the m u n t  of m r k  available f o r  c i v i l  engineers. (he went on t o  speak generally 
in  support of referring work t o  the  private sector) 

AKT SmBEY, Director, Small Business Association--As the  advocate of the small business 
m u n i t y ,  I strongly support this because it affects  the  ab i l i ty  of state and mi- 
cipal  goverrnnent, and improves the tax base. A l l  of the  mney we  m r k  with i n  s t a t e  
and federal government originates i n  sanebody's p c k e t ,  and w e  need t o  recirculate  it. 
I f e e l  t h i s  b i l l  creates a direction that is favorable t o  everyone. I don't believe 
government should m p e t e  with f ree  enterprise. I f e e l  we should go further than t h i s  
resolution. This creates p ro f i t  tha t  can be taxed. I recanmend an amendment (see 
attachnent #5). The addition of this "WHEREAS" could strengthen the  b i l l .  I certainly 
hope this b i l l  meets with your favor. 

TOM WINSOR, Montana Chamber of Cmercts--We favor the concept, but suggest tha t  this 
be considered for  study t o  determine which areas it should apply to .  Page 2 ,  l ine  
4 is a b i t  broad. Sane things should be covered by public gnployees - and t h i s  does ' not address efficacy. 

RID WILSON, Billings Chamber of Carrmerce-We favor this. There's a limited amount of 
capi tal  available and when government takes capi tal  away f r m  the private sector, it 
increases government to the detriment of the people. 

OPPONENTS 

GM)RGE HAWDNDl AFL-CIO, AFSCME--We have t r ied  t o  get  our anployees on a par with the 
private sector. When maintenance and other services a re  contracted out,  it b m e s  
mre costly. I f  s t a t e  goverment continues t o  grow, maintenance w i l l  g r m  i n  the 
same proportions. 

TOM SCHNEIDER, AFSCIIE--I d idn ' t  intend t o  oppose t h i s ,  but I take issue with the 
m e n t s  about water testing and the s t a t e  lab. If you d idn ' t  have the s t a t e  lab, 
small hospitals muld  have t o  go out of s t a t e  -- Sal t  Lake, Seat t le ,  o r  Atlanta. 
As  f a r  a s  water testing - there a r e n ' t  enough t e s t s  fo r  private industry. The majority 
of these services would leave the s tate .  Those people out of s t a t e  a r e n ' t  brirgirg 
in revenue; but s t a t e  erployees do spend the mney here. 

CCTHTISS-That wasn't the intent  of the resolution. Our human resource is our most 
valuable resource. Morris Brusett 's off ice did the  study for  m e  based on the Bureau 
of Budgets i n  the President's office.  The purpose of the study was to increase 
government reliance on the private sector. 

BRXi'Ihen you give it t o  free enterprise, shouldn't it be on a ampet i t ive  basis? 
M s t  of those contracts a re  on a cost-plus basis -- m e t i m e s  cost ,  wages, advertising, 
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1 and 10% above that .  I would discourage government £ran giving t h m  a deal  l i k e  tha t .  
CUKI'ISS-You w i l l  always f ind abuse. WINSOR1 am sure the  s t a t e ' s  canpet i t ive  biddin$ 

I laws would prevail .  Cost-plus is mostly a federal  deal. 

HB 756-Rep. Driscoll, sponsor--This is a a t t m p t  t o  make sane minor changes i n  t he  
teachers'  retirement system. I checked with Cwen Morris - and it turns out  there  
would be very l i t t l e  f i s c a l  i m p c t .  The b i l l  gives def ini t ions  of f u l l  t ime and 
Fr t  time service,  which have been changed; plus a half dozen other  amendments. This 
is  a t  t h e  request of Cwen Morris, so it muld  be more acceptable t o  1%. 

mEN MORRIS, Adninistrator, Teachers' Retirement Systm,  Department of Administration-- 
The purpose f o r  t he  changes is to a l l w  us t o  obtain favorable advance determination 
frmn IRS f o r  qual i f ied tax s ta tus .  Page 3, l i n e  4 expands t he  def in i t ion  of earned 
ampensation - such a s  m u n t s  paid in kind -- the  value of these would be determined 
by the gnployer. It  a l so  expands the def ini t ion of average f i n a l  anpensat ion -- 
ra ther  than 3 consecutive years, IRS says t he  3 consecutive years which y ie ld  t he  
highest average. This b i l l  leaves no roan f o r  discretionary foolishness. Page 17 
has nothing t o  do with qual i f icat ion s ta tus .  Presently, r e t i r e d  people can return 
t o  part t h e  and receive 2/3 credit. With t h i s  b i l l ,  a r e t i r ed  m g n b e r  may be employed 
a s  a part time o r  subs t i tu te  teacher and may not earn more than 1/4 of t h e  value 
m a b r s  received in the previous year. Presently, upon the  death of an ac t ive  m a k e r ,  
we pay the  beneficiary through the age of 18. This d i d n ' t  include d i sab i l i t y .  Page 
25, l i n e  1 - upon the  death of any m g n b e r  with minor children,  we w i l l  pay $100 a 
month. 

ALTON HENDRICKSON, Actuary f o r  s t a t e  retirement systems--There w i l l  be no addit ional 
cost t o  the system. The f a c t  t h a t  t he  plan has always been interpreted a s  being 

1 qual i f ied by IRS has never given it qual i f icat ion.  The ult imate r e s u l t  w i l l  be a 
. letter of qual i f icat ion.  The biggest concern i s  t h a t  t he  plan not be discriminatory. 

. The importance of having the  plan qual i f ied is t h a t  it w i l l  have no sq r i ses  o r  
tax disadvantages i n  the  future.  

DRIS03LL-I want an amendment on page 16, line 1 4  - (see camittee repor t )  

KIOPP-Hw many teachers are we ta lking a b u t .  MOFGTS-A considerable number. W e  have 
requests every day £ran teachers who wish t o  receive c red i t .  TURNER-Why don ' t  we  
knm how many teachers, and why doesn' t it cost? HENDRICIWN-Credit has always been 
given f o r  time m r k .  T h i s  jus t  a l l m s  the  teacher t o  retire before 60 i f  they 
have been teaching f o r  over 30 years. They would, of course, have less service c red i t .  
That i s  one of the  major fac tors ,  but  this i s n ' t  a new provision. P a r t  time teachers 
have always- received c red i t .  They make the  same contributions. 

HB 400-Rep. Harper, sponsor--The f i r s t  resolution you heard today sets the  s tage fo r  
this - t he  m u n t  of tax mney t h a t  pr ivate  industry can contribute. T h i s  i s n ' t  a 
new concept. I t  keeps caning back i f  it doesn't pass because it is a legit imate 
mncept and this time it is q e n t .  The funding of schools, except t he  foundation 
program, is done with property taxes. In areas where large amounts of employment and 
land are state-connected, the  tax base is l o s t  because the  s t a t e  properties are t ax  
exgnpt. So, people in areas l i k e  Helena pick up the  burden in property taxes. Not 
only do we  lose  t h a t  par t  of our tax base, but t he  s t a t e  picks up f i r e  and p l i c e  
protection off  our property taxes. The Helena schools are overcrmded, in ro t ten  con- 
d i t ion ,  and the  teachers a r e  very Icxq paid. Our bonds have ju s t  been turned down. 
This m n ' t  go away. There's no f i s c a l  note a s  yet .  
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JOHN CAWBELL, Business Manager, Helena School District--The in ten t  is t o  have s t a t e  - , government provide property tax  r e l i e f  where there  is state-owned property. It i s n ' t  - 
an exclusion of t he  property i t s e l f ,  but only the  improvanents. The federa l  government 
recognizes t he  impact on conmunities with t h e i r  conducting of business, and helped by 
providing mney to school d i s t r i c t s  based on the number of children of federal  q l o y e e s  
attending the  school. This b i l l  applies to state owned property within t he  s c b l  
d i s t r i c t ,  and pays in proportion t o  t he  mi l l  l ev ies  established. The family un i t  
provides two t ax  bases -- one where they l i v e  and one where they work. When we think 
of state awned property, one is missing, so t h i s  provides an o f f s e t  t o  tht. As f a r  
a s  Helena's a b i l i t y  t o  finance t h e  school d i s t r i c t  -- t h e  amount of property t ax  per 
ch i ld  - t he  Helena d i s t r i c t  is 11th out  of t he  13. Libby and Glascow both g e t  federal  
mney. The mechanics of t he  b i l l  propose t o  es tab l i sh  the value of state owned 
property. This property (MSU, U.M.,Eastern, t he  state prison) would be understood t o  
be only improvenents t o  such property. The value must be established f o r  f i r e  insur- 
ance purposes, and t h i s  value would be used a s  the f u l l  and t r u e  market value. 
84-401 - t h i s  value would be reduced on t o  t h e  assessed value and then on t o  t h e  
taxable value. 

PENNY BULLOCKi Montana School Board Chairperson--This b i l l  applies to areas w i t h  mn- 
centrations of state owned buildings. (1)land n o m l l y  on the  tax ro l e s  are taken o f f ;  
(2 ) s t a t e  anployees work f o r  and provide service t o  the  e n t i r e  state, but w e  have t o  
educate t h e i r  children. We a r e n ' t  asking fo r  an increase in taxes,  but we want than 
t o  be mre equitable. 

HARPER-This is a legit imate and v i t a l  concept. The federal  government does t h i s .  

I BRANDQn page 2, l i n e  1 - should t h a t  be assessed value o r  taxable value? m4PBELL-The 
in ten t  is t o  have it be taxable value. BNIND-I served on the interim ccrmnittee t h a t  
recodified the  school laws, and w e  had a law t h a t  the  s t a t e  paid f o r  s t a t e  enployees' 
children. CAMPBEUrYes, but t h a t  i s  where t he  q l o y e e  both l ives  and m r k s  on state 
property. It  has a very -11 effect .  This b i l l  was intended t o  repeal that section. 
KE70PP-I think we would have a f i s c a l  note t h a t  would stagger us. BRAND-We won't have 
Executive Session u n t i l  t h e  f i s c a l  note canes. 

HB 686-Rep. Mular, sponsor--This a r i s e s  fram urban w e t  land problans. A h s t  every 
urban cnmtunity i n  the  state has subsurface flooding. A l l  of you a r e  famil iar  with 
flood planes. HUD has f lood insurance. They are now se t t i ng  up f lcod planes a l l  over 
the  state, but there is no coverage f o r  subsurface flooding. Most houses don ' t  even 
have basenent drains.  In my district, there were 84 hmes.  When I dug the basenent, 
I went through 6 f e e t  of grani te ,  but when the wet season came, it flooded. A l l  t h i s  
asks is t o  make a f e a s i b i l i t y  study a s  t o  whether pr ivate  insurance could carry such 
coverage. For $3,700 you could do t h i s ,  and allow m u n i t i e s  t o  go the  millage route. 
It might no happen but once i n  10 years. They would report  back in '78 and say whether 
we could have a program l i k e  this. 

OPPONENTS 

BILL ASHER, Agricultural Preservation Asso.--Mr. Asher l e f t  h i s  testimony on a witness 
statenent,  a s  he had t o  attend another meeting. see witness s ta tanent  f o r  testimony. 

mPP-What is the mney for? W - D C A  knws where t o  go and what f a c t s  t o  gather 
f m  what has a l rmdy been gathered. The study would indicate  whether t he re ' s  a feas- 
i b i l i t y  of carrying sanething l i k e  this. I t  is  tough f o r  low income people. 



Page 4 STATE ADE~ISTRATION C O M M I m  February 16, 1977 

\ 
HB 794-B-1 want Nachtsheim t o  explain this b i l l  (see attachment #7) since he is  . 
here, because it is similar t o  the b i l l  Driscoll had here today. W e  w i l l  have a . - 
hearing on it. 

LARW NACKTSHEIM--This is a simple b i l l ,  but you have to  look a t  the road map (see 
a t t a c h e n t  8 6 ) .  There a re  5 systems addressed here. This deals w i t h  IRS qualification 
also. We did change sane language so we wouldn't amend out sanething included in 
another b i l l .  (1) there ' s  a cash option; (2)  people have t o  r e t i r e  on the  f i r s t  of 
the month o r  the f i r s t  of the mnth  in which they make application - so they can ' t  
pick sme day in the middle of the mnth;  (3) t h i s  won' t af f ect anything i n  this b i l l ,  
it is here because of SB 260; (C) we repealed a similar clause i n  the PERS b i l l  i n  
' 73 .  We want this repealed because it is unenforceable. We have no method t o  monitor 
c i v i l  su i t s  i n  Mntana, and i f  it is out of s t a t e ,  i t ' s  even mrse. This has put 
the systan together t o  be m p a t i b l e  w i t h  the r e d  b i l l s .  

TUIil'JER-Have you always been able to draw for unused sick leave? NACHTSHEIM-PERS 
received contributions on a l l  compensation received by employees. What we are  trying 
to do i s  prohibit sameone f r m  loading the l a s t  36 mnths. H i s  annual leave and sick 
leave are  paid i n  terms of the $1,000. We w i l l  add the tm mnths  a t  the  end, but 
we take off 8 mnths a t  the beginning. ( tha t ' s  r a l l y  what I have in my notes - Sec.) 

EXXUl'TVE SESSION 

HB 741-Brand read the amendments, O'Connell moved the amendments be accepted, seconded 
by Meyer, and carried unanhus ly .  O'Connell moved AS =ED DO PASS, Meyer seconded. 

Kmpp made a subst i tute  motion of DO NOT PASS, s tat ing tha t  he f e l t  t h i s  t o  be class  
legislation. 

The DO NOT PASS motion fai led,  w i t h  Brand, Kanduch, Mular, O'Connell, Ryan, Meyer, 
and Turner voting no. (Bardanouve, Lien, Menahan, F@&ins, and Tower had been excused 
for  other meetings, and were not voting) 

O'Connell roved t o  reverse the vote and the motion and l e t  the  b i l l  go out w i t h  a 
reccmmendation of AS AMENDED DO PASS - the motion carried. 

Joe Brand, Chairman 

Anita C. Sierke, Secretary 




