
February 15 ,  1979 
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Roan 1 3 2  
State C z ~ i t o 1  L u i l d i r i ~  
Tape Data: 7:1-3:173-2nd 

7:2-2:O-41 
Subject: Dept .  of Revznue 

The m e e t i n g  was ca l l ed  t o  o r d e r  at 7 : 4 5  a.m. by Cha i r sm Menzhan 
x i t h  a l l  rnembcl-s prescct except Senator T h i e s s e n  who was e x c u s e 3 .  
Fiscal  A n a l y s t  JanT3ee Liay tras also p r e s e n t .  

The h e a r i n g s  f o r  t h e  day $.;ere D e p a r t n e n t  of  Re-~enue:  D i r e c t o r ' s  
O f f i c e ,  A u d i t  and  Account ing  D i v i s i o n ,  Research and  I n f o r m a t i o n  
D i v i s i o n  a n d  L e g a l  D i v i s i o n .  ' 

B i l l  G r o f f ,  S p e c i a l  A s s i s t a n t  f o r  the D e p a r t n e n t ,  qave an o v e r -  
viec; or' t h e  D e p a r t n e n t  before the bildget  p r e s e n t a t i o n  f o r  e a c h  
pror;ram. 

I n  E I r .  G r o f f ' s  p r e s e n t a t i c n ,  h e  b r o u g h t  o u t  t h e  e s t i m a t e d  r e v e n u e  
for Fiscal Year 1980 is $352.3 - n i l l i o n  and  t h e i r  o p r a t i n g  costs 
would b e  3.005 a n d  f o r  F i s c a l  Y e a r  19E1 $380.3 n i l l i o n  wi th  o;?er- 
a t i n g  c n s t s  o f  2 . 81%.  The Department o f  Revenue h a s  requested 
$ 4 , 4 4 4 , 9 0 7  f o r  1980 and  $ 4 , 8 0 1 , 3 5 3  f ~ r  1981. With. r e d u c t i o n s  
t h e  f i g u r e s  have  d ropped  to $3 ,163 ,813  f o r  1980 and  $3,267,009 
f o r  1981.  

M r .  Groff stated t h a t  t h e  Department o f  Revenue a f f e c t s  'all o f  
s t a t e  government .  

Laury L ~ w i s ,  Acting D i r e c t o r ,  s t a t e d  t h a t  t h e  FA w e n t  back t o  
1978 e x p e n d i t u r e s  and took o u t  one t i m e  e x p e n d i t u r e s  and f r o m  t h a t  , 
b a s e  a p p l i e d  6 %  i n f l a t i o n  f a c t o r s .  llr. 1,e;;is went over t h e  re- 
q u e s t s  f o r  t h e , L i q u o r  D i v i s i o n ,  Property V a l u a t i o n ,  Tax D i v i s i o n s  
and  he r e v i e w e d  the Budget O f f i c e  and F A  reductions for t h e s e  
d i v i s i o n s .  M r .  Lewis s a i d  the c u t s  were substantial ones a n d  they 
wol~ld  n o t  b e  ab l e  t o  a b s o r b  thcn  and s t i l l  c o n t r i b u t e .  funds  f ron  
re-zznae as  t h e y  have  i n  t h e  p a s t  t o  o t h s r  arzas 05 state govern-  
ment. I 

D i r e c t o r  s Off ice  -- 

T h e  D i r e c t o r ' s  O f f i c e  i s  requesting $191,689 f o r  1950 and $196,746 
f o r  1 9 8 1  w i t h  4 FTB.  

The E:,:ecutive a p p l i e d  vacancy  savings a n d  i n  t h e  o p e r a t i n g  expenses 1 

made r e d u c t i o n s  i n  t r a v e l .  The FA has recommended a r e d u c t i o n  of 



approxina  t e l y  $ 3 , 0 0 0  which i n c l u d e s  a 5 W a c a n c y  s a v i n g s .  

t 
3lr. L e i c i s  state5 that t h e  pro,-ram w i t h  4 FTZ trying t o  abso rb  
the $ 8 , 0 0 0  i n  p e r s o n a l  s e r v i c s s  could  n o t  be done w i t h o u t  
e l i m i n a t i n g  a n  enployee . 
Xr. Les;is state5 ths d i r c c k s r s  in t h a  past have z u t  subscribed 
t o  PERS b u t  p o s s i b l y  t h e  neb: (2ire::::or could a;?d t 5 e u e  vas a lso  
a p o s i t i o n  t h a t  'r;as n o t  f i l ! e d  for q ~ ~ i t e  ssxe t i n . _ .  These fac- 
t o r s  could b? p a r t  of  t h e  r + 2 d ~ c t i o n  f o r  vacancy savings the F k  
a p p l i e d .  

The aGency i s  r e q u e s t i n g  $ 3 3 , 9 3 9  f o r  1980 and $99,005 f o r  1 9 8 1  
ir! o p e r a t i ~ g  expenses .  Nr. Leicis s t a t c d  i n  t h i s  a r e a  i f  p a r t  
of t h e  r e d u c t i o n s  a r e  based on i n s u r a n c e  r a t e s  be ing  l a ~ ~ e r e d  
or  t h e  c o s t  of pay ing  i n s u r a n c e  from t h e i r  budgst  no l o n g z r  
be ing  t h e  case t h e n  t h e r e  i s  no P Z G ~ ~ C ~  w i t h  t h e  r e d u c t i o n ,  
M r .  Lewis s t a t e d  he w a s  assuming t h i s .  

The legal expenses  f o r  the  Departm,?nt of Revenue zre i n c l u d e d  i n  
t h e  ~ i r e c t o r ' s  O f f i c e  budget  i n s t e a d  of the separa te  programs. 
M r .  Le~iiis s i g h t e d  v a r i o u s  c a s e s  i n v o l v i n g  d i f f e r e n t  programs 
where t h e  savings t o  the s t a t e  were s u b s t a n t i a l l - y  more t h a n  th? 
legal f e e s .  M r .  Lewis s t a t e d  t h a t  the s t a t e  governnext  i s  m o r e  
a c t i v e  i n  p u r s u i n g  c o n s c i e n t i o u s  objectors t h a n  the F e d e r a l  
qovernmznt a n d  t h e  Oepar tnen t  of Ezvenuc has been very  a c t i v e  

I t h e  l a s t  1 8  months t r y i n g  t o  g e t  peo2le  t o  pay t h e i r  taxes. 
The r e a p p r a i s a l  of p roper ty  has  czused many l a w s u i t s .  Pir. Lewis 
s t a t e d  t h e y  do n o t  know what t r i l l  be needed f o r  l i t i g a t i o n  and 
asked t h a t  t hey  be a l lowed t o  s 2 t  up a r e v o l v i n g  a c c o t ~ n t  £GZ 
l i t i g a t i o n  e x p n s e s .  

Under s u p p l i e s  and materials, $2, ~ c w i s  c o ~ n e n t e d  tha?  they  
s p e n t  more i n  1 9 7 8  t h a n  t h e  F A  i s  recommending. The F A  went 
off  ths 1 9 7 8  base bu t  took o u t  o n e  t i m e  expenses ,  Mr. L e w i s  
stated it i s  f a l s e  t o  assuxz t hak  one  time ex~e~2itures w i l l  
n o t  occu r .  Thzre w i l l  a lways b? expenses  n o t  plhnned o r  bud- 
geted f o r ,  t h e r e f o r e ,  t h e  p rog raa  w i l l  need t o  f i n d  t h e  funds  
sons- here else i n  t h e  budget .  

There  w e r e  r e d u c t i o n s  f o r  c o n s u l t i n g  f e e s  w h i c h  Mr- Lewis s t a t e d  
were fees f o r  b r i n g i n g  c o n s x l t a n t s  i n  t o  t r a i n  pe r sonpe l .  I n  
o t h e r  exprznses, t h e i r  r e q u e s t  was reduce2 $ 1 , 0 0 0  each, yea r .  

In s u m a r y ,  Eir, Lex is  askcd ths co!?-~i t tee  t o  c o n s i d e r  t h e  Euzget 
O f f  i c e ' s  r e c o m ~ , , e ~ ~ d z  tion f o r  t h c  Director's Of r i c e  less t h e  insur- 
ance e:i?znse i f  t iwy  a re  il3t to be billed by che Depark-nent of 
Ad:-!inis t r a t  i o n ,  

rr; lrle l F A  stated the f i g u r e s  of $ 7 , 6 0 0  an<!? $ 7 , 5 0 0  i n  p s r s o n a i  s e r -  

v i c s s  w e r e  bzszd on t h c i r  ori,(r;i.nzl. request f o r  sa2czri.r.s iqp.ich 
incltlc'lc(r? p2y increasr -s .  Th=. FC. ZIP-$? t ' r t ?  Eudrfet  O - . t ' f i c e  d i d  n o t  
i nclilc:? pay r a i s e s  ii7. thei r r e c o ~ r ~ - i i : d ~ t i c ~ i - ~ s .  

For ti12 remainder of the d i f f t : r enc? ,  the F A  com~entec? thqt a 4 8  - - 



VLcancy s z v i n g s  was s , p p l i e d  but t he  Deautm.3n: :  of 22venus  shrs:..rs 
in their budget r e q u e s t  t h z t  tl-Lsy a r e  taking a 4 %  vaca?.cy in their 

.TI h ll pro?r,c.x for 1 9 7 9 .  .,., FA p o i n t e s  cut t k z k  i r i  Fiscal_1978 they 

L x s ~ r ? - - e e  c o s t s  ::ere kc?: a t  t 3 ~  1 3 7 3  12-121. The F A  szid i n  
t h i s  a rea  e i t h e r  t h e  I n s x r a n c e  D p a r t s ~ r ! t  v : i l l  5s g i v e n  s. lump 

1 
sun to pay t h s  exsenses o r  t h e  i n s ~ ~ r a n c e  f i g u r e s  w i l l  b e  added 
b.2ch i n t o  e L e  i n z F v i d u a i  b a < g e t s .  I 
L 3 s t  s e s s i o n ,  t h e  Legal Division w a s  i n c r s a s c d  m a i ~ l y  t o  c u t  
back on private l e g a l  c ~ s t s ,  t k c r e f o r e ,  t he  FA p ~ l i c y  w a s  not 
t o  iilcrease l e g a l  costs w i t h i n  the, proyralns. Sh2 s a i d  i f  the 
c o r m i t t e e  decides t o  g o  a L ~ n 5  vdith t h s  increase i n  l e g a l  fees  

1 
i t  could be l i n z  i t e n q d .  1 

1 
I n  t h e  area of o t h e r  e x p n s e s ,  it 7 ~ 3 s  o f f i c s  policy fur the FA 
t o  n a i n t a i n  1 9 7 8  l e v e l .  The FA reduced t h e  1978 amount by $ 9 0  I 
which wzs for t h e  Grea t  Falls T r i b g n e .  J 
Pir. L e w i s  stated that o n e  a t tocn-ay  p c s i t i o n  \<as p l a c e d  i n  the 
Director 's  p o s i t i o n  and the h i r i n g  f reezz  p r e v e n t e d  t h n m  From 
p u t t i n g  t h i s  attorney pos i t i on  Sack. tIr. L e w i s  a l s o  responded 
to t3.e FA camen ts  on t h e  vzc2ric? sa7:ings. 

The F A  s t a ted  $ 3 1 4 , 0 0 0  w a s  moved down i n t o  operat ing e x p e n s e s  
fron vacancy s a v i n g s  last year w.2 t o  t h i s  a m o u ~ t  they a p p l i e d  

I 
a 6% inflztionary increase. 1 

Auditing --- a n d  Accounting - 

Don B e n t s o n ,  A d n i n i s t r a t o r ,  s t a t e d  t h e  Acditing a n d  Accounting ( 

i s  a s u p p o r t  division except f o r  one function which is to col lect  1 

bad debts, 

They rsquest 29.5 FTE or  an  11% i n c r e a s z  for Fiscal Year 1 4 8 0  and 
1981, The Execut ive  reduced their r e q u e s t  by $2I.,G00 and $ 2 3 , 0 0 0 ,  
The Execut ive  recommen3ed a 4 2  decrei~se i n  personal  services a ~ d  I 

a 1% i n  b 2 n e f i t s  a n d  o v e r t i m e .  

I n  o ? e r a t i n g ,  t h e  E x e c u t i v e  redxcsd thz  t r a v e l ,  

hlr. S e n t s o n  s t a t e 6  t h z r e  was no  vacancy savlr;gs and tha  r e d u c t i o n  
I 

w a s  a g e n e r a l  r e d u c t i o n  from t h 2  b c d y e t .  

y - s n  is requesting ozc bad dnbt In a na4lf i c a t i o n  req;zsst, t h e  proG-- 
position. The ~ : x - ' . c u t i v e  allo?;e3 the 2osicion b u t  the FA e? in ; lna te  
it. 

a 
I n  pcrssna l  services the c o s t s  excezdzd t h z i r  budget by $ 3 , 4 5 4  f o r  



1 5 7 s  ~( ih ieh  would be a n e g a t i v z  vacan3y  s ~ v i . n g s .  I n  1 9 7 9 ,  based 
, on 6 months ac tua l  experis?, t h e  a n t i  z ip j> . ted  vacznfcy savinss is 

less i!lan 18. The F A  i s  ap2ly ing  a  5.5'; vacancy s a v i n g s .  

The FA p o s i t i o n  for progran t r a n s f e r s  v;as that t h e  t r a n s E e r  is  
n o t  aliowe2. : *1~ .  Le2:i.s ~ 0 ~ ~ , 2 i i : 2 3  on ti:? srograic tr~.nsfci--, H= 

. . . . s z i d  t h s y  need th? f l e x ~ n i i i t - ~ ,  t.2 m s k e  decisions k , ~  t rar ls fer  . . p o s . ~ t l c n c  l,qi+,hin tile p-c;$,.r-?:; x h s ~ e  w.;rii loads  f i u c t u a t e .  

I n  t r ave l . ,  red. , , -  , L t i o n s  t~t71-f rs~a-;i7;nn.<t=fS by the Buc I~ js t  OEfice an3 
t h e  FA. f<r. Bentson s t a t 2 2  i f  tht re5uctions were absorbnd it 
will F.ean poor a u 4 i t i . n ~ .  

Contracted s z r v i c c s  wzs k e p t  a t  the 1 4 7 3  l e v e l  with 6 %  inflation 
i n c r e z s e  applied by t h e  F A .  

T h e  A u d i t i n g  and Accounting o p ~ r a t e s  5 a ~ t o r n a t e d  systems worth 
app rox ima te ly  $ 2 0 0 , 0 0 0 .  The f u n d i n g  request i s  for p r o d a c t i o n  
r u n s  and minor r e p r o g r a r n i n g .  

M r .  Bentson s t a t e d  i n  the e q u i p x n t  a r e a  t h e  o n l y  r e s p o n s e  he 
had was t h a t  t hey  very much necded t h e  equip-ent  r e q u e s t e d ,  

M r .  Bentson c o m e n t e d  o n  the bad debt c ~ l l e c t i c n  p o s i t i o n  being 
r e q u e s  Led under  t h e  mod i f i ed .  I ie  statecl i f  t h e y  had t h e  p o s i t i o n  
t h e y  could  work t h e  c a s e  load. I f  t h e  p o s i t i m  is  f i l l e d  thc 
p r o j e c t i o n  of additional revenue would b s  approxina t e l y  $30 ,000  
t o  $40,0013. 

Ths  F A  responded t o  t h e  progran  t r a n s f e r s  and said the main 
c3ncern was the. FTZ t r a n s f e r s  from th? Liquor D i v i s i o n .  She 
co.~a-,ented t h a t  when a s t o r e  is conver ted  t o  an agency s t o r e  t h e  
FTZ are t r a n s f e r r e d  t o  o t h e r  programs. The F A  felt these posi-  
t i o n s  should bs reduced.  The F A  s t a t e d  t h a t  r e c e n t l y  35 FTE 
f r o n  thz conve r s ion  of agency s t o r e s  fo r  t h e  psst few y e a r s  were 
d ~ l s t e d  by tke Ijs-p.rtmeat, T h s  F A  f e l t  Lhey shou ld  have been 
do ing  this all a long .  

The FA and M r .  Bentson wzre t o  m e e t  t o g e t h e r  t o  go over t h e  vacancy 
savings i n  c a s e  of e r r o r .  M r .  Bentson stated they had no vacancy 
s a v i n y s .  

L a s t  year within the Fiscal - a l y s t  r e p o r t  it stated t h a t  several 
ncT-,- syskcms that -,;ers bzir:g r e q a c s t e d  t ~ c ~ l d  f ree  u? 1 . 5  FTE fo r  
t h e  Ead Debt ~ o l 1 c c t i o r - 1  Program, ~uditing a n d  Account ing ' s  
app ro2 r i z . t i ons  were incrcas2d for t h e  sys tems .  

In 02&at ing  c z s t s  there w a s  a difference bsti,r!aen the B U ~ C J ? ~ '  
O f f i c e  zad the F A  by epproximately  $ 5 , 6 0 0  the Zirst year  a n 3  
$G,5ClQ t h e  sesoad ysa r  i n  t h c  are?  oE c o n t r z c t e d  s c r v i c z s .  
The E A  stated the iu?,jor increas;? w a s  i n  t h e  area of  ds . t a  p rocess -  

c--. i 3;. ~ 1 ; , 3  stz',s< acr_:ord.ir,g tc ;~;1:-2 Trevor, Cstla :;rocessii?.r; ~ ~ 2 s  is 
- - A  

snoul-d 3ecrcase and not increase i r i  1961. 

Tra:;T21 was a1s.1, k e p t  at 1 9 7 8  level. follo:.:ing t h e  Y F i 1 s  o f f i c e  po'Fcy. 



- ~ . e s e a - c h  an5 Infoi-ma t i o n  --- ----- 

J o h n  Clark, A d a i n i s t r a t o r ,  s t a t e d  t h e  p r o g r a m  was also a suppor t  
d i v i s i o n .  H e  responded t o  t h e  coxxent o f  Mike Trevor  about  data 
processing c o s t s  go ing  down and s t ~ a t e d  that c e r t a i n  f a c t o r s  cause 
52 t-- F. - .-- 7 c = i n g  cas ts tc, go :J?. L 2 g l s  ~ a t u r e  .i.~itt, c;ZC?d :.:or;(- r. - 7 , 
l eas  c,2.:.;3< d?. :~ pr-:;cssifiy. cost; to ! 3 3  En.  

- - -  "- . Cl? . rk  s z i d  on- p s i t i o n  i n  t h n  F n f o r ~ ~ z t i o n  o f f i c e  ? i d  ter- 
x i r a t e  a22 beforc til ts p o s i t i o n  was f i l l e d  it w a s  d e l e t z d  through 
&ha . - . ' r T:?? E x e c u 5 v e  elrrn~n,;. . . ted ona o t h e r  position 
v:hich lcft the p r o g r a a  w i t h  S F T E .  The p o s i t i o n  e l i m i n a t e d  wzs 
t h e  Bureau Chief. I n  the d a t a  p r o c e s s i n g  area t h z  h i r i n g  f r e a z e  
e i i x i n a t c d  2 p o s i t i o n s .  

The p r c g r s z  r e q u e s t s  4 7 . 5  FTE.  The  Execu t ive  reconrends 46.5 
and the F.x reco~imends 43. M r .  C la rk  s t a t e d  t h e  a d o p t i o n  of t h e  
F A  p r o p o s a l  w i l l  l eave  p e r s o n a l  s e r v i c e s  under funded .  

One p o s i t i o n  deleted by t h e  F A  was t r a n s f e r r e d  t o  data proces s ing  
froct 14ass Appraisals. Within t h e  data p r o c c s l n g  program the FA 
i s  e l i n i n a t i n g  2 . 5  FTE. The F A  stated t h a t  i f i  t h e  area oE p z r s o n a l  
s s r v i c s s  t h e y  d i d  n o t  r ecogn ize  t h e  p o s i t i o n s  c u t  by t h z  h i r i n g  
f r e e z e .  She s a i d  t h e  ~ ) o s i t i o n s  e l i m i n a t e d  w e r e  vacant y e a r  round. 

lz;r. Eaton  s t a t e d  t h e s e  p o s i t o n s  k i n g  r e f e r r e d  t o  were r e v o l v i n g  
fund p s s i t i o n s  based on t h s  Incon-. T a x  D i v i s i o n .  332 said EIr. c l a r d  
needs  t h e  f l e x i b i l i t y  t h rocgh  the rc1:oiving f u n d  f o r  s t a f f i n g  t o  
ba able t o  m e e t  t h e  nceds  of the wor>:losd. 

tlr. E a t o n  stated t h e  one p o s i t i o z  eliminated by t h e  Eudget O f f i c e  
w a s  vzcant  a t  t h e  t i m e  of t h e  f r e e z e  and the greatest n e d  f o r  
the 2 o s i t i o n  is durincj t h e  L e g i s l z t u r z .  The o t h e r  p o s i t i o n  w a s  
e l i m i x a t e d  because t h e  Eudget Office ciid not f ee l  two chiefs were 
needed,  

The FA stated t h a t  w i t h  the merger of the two programs i n t o  the 
Rssearch  and In fo rma t ion  D i v i s i o n  t h e y  recor;.~.ended only one ch i e f .  
The F A  a l s o  s t a t e d  t h a t  l a s t  yea r  the ~egislature a p p r o p r i a t e d  
34 .5  FTE and th roughou t  t h e  yezr  t h c  FTE vras i n c r e a s e d  t o  more 
t h a n  43.5. The F A  s a i d  t h e s e  p?ople  were t r a n s f e r r e d  i n t o  the 
prcgrarn and a r e  n o t  current l e v e l  and siiould be rejustified as  a 
m o d i f i c a t i o n .  Four p o s i t i o n s  Icere transferred fren t;ie Homestead 
Property Tax R e l i e f  Program. There h a s  been n o  f u n d i c g  f o r  the 
Hori?estea.cl P r o p e r t y  Tax ~elief P r ~ ~ ; r z t ~ n  t o  be c o n t i n u e d  an2 the 
FA has  d e l e t e d  t h e s e  p o s i t i o n s  f r o ~ 2  the budget. 

!='lr. C l a r k  e x p l a i n e d  s0rr.e of t h e  functions of the  e q u i p a ~ n t  they 
u s e .  The programs e q u i p n e n t  r e n t h l  i s  $103 ,971 .  They a r e  re- 
q u z s t i r ~ g  funds  t o  pu rchase  s m e  p i e c + s  of equ ipacn t .  PIr. C l a c k  
state3 i n  r e p a i r s  a n d  maintenance they requesf~d $1,338 s 5 o r t  - 7 

G Z  i i . 2 ~  t tklsy need. 

I n  r n l - t i o n  to data e n t r y  peop ie ,  there 7535 a 1 . 5  vacancy Zast 
yczc. The FA comniented t h a t  t h e  D e p a r t ~ ~ e n t  o f  a2 id iz j .n i s t ra t ion  
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d o . 2 ~  \.;az-:; f a r  v ~ r i a l i s  t;l:.: procira;?; an6 2 possibility co!-~ld be 
to trznsfer some of t;ie t..ic~rk to the D e p ~ r t r n e n t  sf A d m i n i . s t r a t i o n .  

Thr  Xass Appraisal and Rcap?reis~l was discussed. Mass kpprzisa.3- 
is a s!?.all part of this ?royrar, an2 the r 2 j o r  porti-on is funded 
throu(]?, Property Appra i sd l  . 
Th2 mt?eting was ad jou rned  at 1 0 : 5 0  Z.in. 

R e s p e c t f u l l y  s u b m i t t e d .  




