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MINUTES OF THE MEETING 
FINANCE AND CLAIMS 

MONTANA STATE SENATE 

J a n u a r y  1 2 ,  1977 

A j o i n t  meet ing  w i t h  t h e  T a x a t i o n  Committee was h e l d  on 
t h e  above d a t e  a t  8  A.M. i n  room 415 o f  t h e  S t a t e  C a p i t o l .  
The mee t ing  was c a l l e d  t o  o r d e r  by S e n a t o r  Mathers ,  Cha i r -  
man of  t h e  T a x a t i o n  Committee. R o l l  c a l l  was t a k e n  by e a c h  
s e c r e t a r y ,  a l l  members o f  t h e  T a x a t i o n  Committee p r e s e n t ,  
F inance  and Claims a t t a c h e d .  

S e n a t o r  Mathers  s a i d  t h e  purpose  o f  t h e  meet ing  i s  t o  have 
M r .  LaFavor r e p o r t  on h i s  budget  p r o p o s a l s  and t o  g i v e  t h e  
members o f  t h e  committee a  chance t o  a s k  q u e s t i o n s .  

John LaFavor,  F i s c a l  A n a l y s t  i n t r o d u c e d  t h e  members o f  h i s  
s t a f f  who w e r e  p r e s e n t ,  B i l l  Gosnel  who was working w i t h  
t h e  E l e c t e d  O f f i c i a l s  sub-committee which i n c l u d e d  t h e  
L e g i s l a t i v e ,  J u d i c i a l  and A d m i n i s t r a t i v e  commit tees  o f  t h e  
s t a t e .  Judy R i p p i n g a l e  who handled  t h e  sub-committee on 
Educa t ion  and does  t h e  a n a l y s i s  o f  t h e  u n i v e r s i t i e s ,  t h e  
Vo-tech s c h o o l s ,  e tc .  C u r t  Nicho l s  who h a n d l e s  t h e  Human 
S e r v i c e s  sub-committee and d i d  t h e  a n a l y s i s  f o r  P u b l i c  
School  s u p p o r t .  

M r .  LaFavor gave a n  i n t r o d u c t i o n  t o  t h e  budget  a n a l y s i s  a s  
p e r  t h e  f i r s t  4 pages  o f  t h e  book, s t a t i n g  t h a t  t h i s  was 
a n  a l t e r n a t i v e  and t o  g i v e  t h e  L e g i s l a t o r s  a n o t h e r  view 
p o i n t  t o  compare i n  making t h e i r  d e c i s i o n s .  

John went on t o  t h e  t a b l e s  on page 5  t h r o u g h  8  which 
compared t h e  budge t  a n a l y s i s  w i t h  t h e  E x e c u t i v e  budget  
b r i n g i n g - o u t  t h e  d i f f e r e n c e s  i n  t h e  1979 biennium i n  t h e  
SRS o f  $ 8 m i l l i o n ,  and s a i d  p a r t  o f  t h i s  was t a k e n  up i n  
c o l l e c t i o n  of  medica id  amounts e t c .  H e  s a i d  no a t t e m p t  
had been made t o  c u t  t h e  number o f  s e r v i c e s .  H e  s a i d  t h e  
l a r g e s t  d i f f e r e n c e  o f  e x p e n d i t u r e s  was i n  t h e  Galen Hos- 
p i t a l .  The v e t e r a n ' s  Home had been reduced w i t h  t h e  recom- 
mendation o f  u s i n g  t h e  medica id  re imbursements  r a t h e r  t h a n  
Genera l  Fund t o  f i n a n c e .  

H e  s a i d  p a r t  of  t h e  s u r p l u s  was because  o f  expenses  t h a t  
had been a n t i c i p a t e d  i n  1976 and d i d  n o t  o c c u r ,  b u t  would 
assume t h e y  would happen i n  1977. Revers ion  of  f u n d s  was 
a  p a r t  o f  t h i s .  H e  s a i d  t h e y  had recommended fund ing  o f  
t h e  e x i s t i n g  r e a p p r a i s a l  p l a n ,  b u t  e l i m i n a t i n g  t h e  mass 
a p p r a i s a l  p l a n  which i n  t h e i r  e s t i m a t e  had n o t  l i v e d  up 
t o  i t ' s  own p r o j e c t i o n s ,  and c o u l d  n o t  be j u s t i f i e d .  

John s a i d  pages  5 th rough  8 w e r e  a  summary o f  t h e  recom- 
mendat ions  from t h e  e x e c u t i v e ,  f i s c a l  and t h e  d i f f e r e n c e s  
w i t h  page 10 g i v i n g  a  comparison o f  t h e  revenue e s t i m a t e s .  
Some o f  t h e  h i g h l i g h t s  h i t  by M r .  LaFavor i n  h i s  p r e s e n t -  
a t i o n  i n c l u d e d  t h e  assumpt ions  used  i n  p r o j e c t i n g  t h e  income 
t a x  on page 1 2 ,  
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The h i s t o r i c  and p r o j e c t e d  income t a x  v a r i a b l e s ,  and h i s  
depar tments  a t t e m p t  t o  p i n - p o i n t  t h e  w i n d f a l l  which b rough t  
t h e  s t a t e  o u t  o f  t h e  r e d  and l e f t  it w i t h  a  s u r p l u s .  H e  s a i d  
t h e  i n c r e a s e d  p r i c e  of  o i l  was an example o f  t h e  income 
v a r i a n c e ,  and c o r p o r a t e  l i c e n s e  t a x e s  was a n o t h e r .  H e  a l s o  
gave an a l t e r n a t i v e  employee pay p l a n  beg innn ing  on page 31. 

Q u e s t i o n s  were asked  and answered and i n c l u d e d  t h e  f o l l o w i n g :  

S e n a t o r  Towe: Every y e a r  t h e r e  i s  a tendency t o  under-  
e s t i m a t e  t h e  budget  and t o  b u i l d  up t h e  s u r p l u s  s i n c e  he  
had been i n  L e g i s l a t u r e .  Why? John answered t h a t  t h e  
c o n s t i t u t i o n a l  r e q u i r e m e n t  t h a t  t h e y  c o u l d  n o t  exceed i n  
spend ing  what income amounted t o ,  and t h i s  l e f t  a  tendency 
t o  be  a  b i t  c a u t i o u s  and t o  l e a n  toward s u r p l u s  r a t h e r  t h a n  
t h e  o t h e r  way s i n c e  t h e  e f f e c t s  would be s o  much more 
d r a s t i c .  He a l s o  mentioned t h e  c o r p o r a t e  t a x  and t h e  o i l  
p r i c e s  b e i n g  major  f a c t o r s  i n  t h e  s u r p l u s  s i n c e  t h e  l a s t  
s e s s i o n ,  and t h a t  no one  c o u l d  have p r o j e c t e d  t h i s  a t  t h a t  
t i m e .  

S e n a t o r  Towe: How have you looked a t  t h e s e  i t e m s  i n  t h e  
f u t u r e ?  John answered t h a t  he f e l t  t h e  b e s t  way t o  e x p l a i n  
was t o  l o o k  a t  page 1 5  where t h e y  have t r i e d  t o  do  a  
h i s t o r i c a l  sequence on what t h e  S t a t e  h a s  r e a l i z e d  from 
t h e s e  s o u r c e s .  H e  s a i d  i n  p r o j e c t i n g  t h e  f i g u r e s  f o r  1979 
t h e y  had used t h e  h i s t o r i c a l  sequence ,  t a l k e d  t o  t h e  Dep- 
a r t m e n t  o f  A g r i c u l t u r e ,  and had based  t h e i r  f i g u r e s  on a  
d e c l i n i n g  p r o d u c t i o n  i n  o i l  w i t h  a  6 .5% i n f l a t i o n  f i g u r e .  

S e n a t o r  Towe: How d i d  you r e a c h  your  f i g u r e s  on o i l ?  John 
answered t h a t  it was based  on a  6 1/2 % a n n u a l  i n c r e a s e  i n  
o i l  p r i c e s .  A s  t o  whether  t h i s  was r e a l i s t i c ,  he  f e l t  t h a t  
s o  l o n g  a s  some c a t a s t r o p h i c  e v e n t  d i d  n o t  o c c u r ,  b u t  t h i n g s  ' 

went a l o n g  p r e t t y  much on c o u r s e ,  t h i s  would be a  good 
r e f l e c t i o n .  

S e n a t o r  Towe: Could farm income be  s u b s t a n t i a l l y  h i g h e r  
i n  t h e  n e x t  biennium? John answered t h a t  t h i s  was p r e s e n t e d  
i n  d e t a i l  on pages  1 2  and 1 3 .  H e  s a i d  t h a t  a t  t h e  p r e s e n t  
t ime  wheat  i s  down and a f t e r  e x t e n s i v e  d i s c u s s i o n s  w i t h  t h e  
depar tment  of  A g r i c u l t u r e  and t h e  U n i v e r s i t y  a t  Bozeman 
t h e y  do n o t  f e e l  wheat  w i l l  i n c r e a s e  more t h a n  t o  $ 3  p e r  
b u s h e l ,  and t h a t  c a t t l e  w i l l  p r o b a b l y  t a k e  t h e  l e a d .  H e  
emphasized t h a t  t h e y  used an  e s t i m a t e  o f  i n f l a t i o n  a l o n g  
w i t h  t h e  farm income. 

S e n a t o r  Towe: What a d j u s t m e n t s  would you make a s  t o  how 
t h e  p i e  i s  t o  be c u t  i n  r e g a r d  t o  t h e  c o a l  t a x ?  John s a i d  
h i s  revenue e s t i m a t e  i s  on working w i t h  t h e  sub-committees,  
on t h e  s p e c i f i c  tonnage  t h a t  i s  recommended. H e  s a i d  one o f  
t h e  companies have reduced t h e i r  e s t i m a t e  o f  what t h e y  had 
g i v e n  l a s t  s e s s i o n ,  and w h i l e  it may n o t  do  s o ,  one needs  
t o  be aware o f  t h e  p o s s i b i l i t y .  Towe t h e n  asked i f  on page 
19 t h i s  was t h e  amount o f  t h e  t o t a l ,  o r  n o t .  John answered 
t h a t  t h e  t o t a l  amount i n  t h e  g e n e r a l  fund i s  t h e  t o t a l  amount 
o f  c o a l  t a x  t h a t  goes  t h e r e .  Towe t h e n  asked  where t h e  
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i n t e r e s t  from t h i s  was, and John s t a t e d  t h a t  t h e  i n t e r e s t  
income i s  n o t  s p e c i f i c a l l y  a  p a r t  o f  t h e  income o f  t h e  gen- 
e r a l  fund ,  b u t  a t  r e q u e s t  would p l u g  t h i s  i n  and g i v e  them 
t h e  f i g u r e s .  Towe s a i d  he would a p p r e c i a t e  it. 

S e n a t o r  Turnage:  Pge 2 0 1  on e l i m i n a t i o n  o f  t h e  computor 
mass a p p r a i s a l  i n v o l v e s  1 . 7  m i l l i o n  d o l l a r s  and a b o u t  69 
employees. H e  f e l t  t h e  F inance  and Claims members s h o u l d  
t a k e  n o t e .  I f  t h e  Department o f  Revenue goes  ahead it w i l l  
o n l y  touch  20% of  t h e  p e o p l e  and w i l l  d e l a y  a c t i o n  on 80%.  
T h i s  o u l d  t h r u s t  t h e  r e s i d e n t i a l  p r o p e r t y  ahead ,  and t h e  
c o n s t i t u t i o n a l  mandate i s  t o  t a k e  a l l  p r o p e r t y  i n t o  b a l a n c e .  
T h i s  would l e a v e  20% ahead and 80% t r a i l i n g  a l o n g .  

S e n a t o r  Brown: I n  l o o k i n g  a t  t h e  f i g u r e s ,  how c o u l d  t h e  
s u r p l u s  d e c r e a s e  i f  t h e r e  was no a p p r o p r i a t i o n  from i t ?  
John s a i d  t h e  1975 L e g i s l a t u r e  d i d  make a  demand on it and 
it h a s  been and i s  b e i n g  s p e n t  nowbased on t h e  approp- 
r i a t i o n  o f  1975. 

S e n a t o r  Mathers:  I n  t a l k i n g  t o  t h e  budget  d i r e c t o r  he had 
checked on t h e  f o u n d a t i o n  program. They s a i d  t h e  Governor 
had p rov ided  a  6% i n c r e a s e ,  John had p r o v i d e d  a  7.25% i n -  
c r e a s e  which i n  a c t u a l i t y  was a  9% i n c r e a s e .  John e x p l a i n e d  
t h i s  a s  a  d i f f e r e n c e  between a  g e n e r a l  and a  p e r m i s s i v e  
m i l l  l e v y  and t h e  amount o f  money g e n e r a t e d .  He gave  t h e  
example o f  what c o u l d  happen t o  c i t i e s  w i t h  l a r g e r  popul-  
a t i o n s .  H e  s a i d  t h e  c o u n t i e s  t h r o u g h o u t  t h e  s t a t e  d i d  n o t  
need t h e  same amount of  spend ing ,  and gave Rosebud County 
i n  1965 when t h e y  used $28 m i l l i o n  a l o n e  a s  an example. 
H e  s a i d  i n  d e a l i n g  w i t h  a  g e n e r a l  fund l e v y  and a  p e r m i s s i v e  
l e v y ,  a n  o v e r e s t i m a t i o n  o f  what a  m i l l  would g e n e r a t e  was 
made. 

S e n a t o r  T h i e s s e n  asked what p e r c e n t a g e  t h e  s t a t e  would be 
fund ing  t h e  s c h o o l  a s s i s t a n c e .  John answered t h a t  t h e  $30 
m i l l i o n  would be p u t  i n t o  t h i s  y e a r ,  abou t  $35 m i l l i o n  i n  
78 etc.  H e  s a i d  t h e  f e d e r a l  revenue s h a r i n g  was a l r e a d y  
p lugged i n  l a s t  s e s s i o n .  T h i s  would mere ly  keep u s  where 
w e  a r e ,  and does  n o t  add a n y t h i n g .  

S e n a t o r  Towe: Did t h e  c u t s  i n  t h e  SRS and h i g h e r  e d u c a t i o n  
t r a n s f e r  a s  p a r t  o f  t h e  d i f f e r e n c e s  between t h e  b u d g e t s ,  and 
i s  t h e  amount c u t  from Boulder  and Warm S p r i n g s  t r a n s f e r r e d  
t o  c a r e  f o r  t h e s e  p e o p l e  on a  l o c a l  l e v e l ?  John s a i d  t h e y  
d i d  n o t  s i t  down and f i g u r e  where t o  t r a n s f e r .  They had 
worked each  b u d g e t ,  and what was l e f t  o v e r  was p u t  i n t o  
t h e  s c h o o l s .  

S e n a t o r  H i m s l :  Mentioned t h e  i n c r e a s e d  e v a l u a t i o n  on o l d e r  
makes o f  c a r s ,  and i n  F l a t h e a d  County t h e  c o n s t a n t  r e - e v a l -  
u a t i o n  o f  o l d e r  v e h i c h l e s ,  anaconda p r o p e r t y  and r a i l r o a d s  
w e r e  a  b i g  f a c t o r  i n  t a x e s .  
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John LaFavor said he did not mean to imply that their re- 
commendations were the best possible, only to focus the 
legislator's eye on the problem. 

Further questions were asked and answered, mostly on the 
de-instutionalizion of the Boulder and Warm Springs State 
Hospitals. Curt Nichols and John LaFavor answered these 
by reiterating previous statements, or referring to the 
book. They stressed the cost was considerably decreased 
under mental health programs, for example, over that of 
institutional care. 

The meeting adjourned. 

*/*&/+ .--' 1 
senator Thiessen, Chairman 
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