MINUTES OF THE MEETING
GENERAL GOVERNMENT AND HIGHWAYS SUBCOMMITTEE
MONTANA STATE
JOINT SUBCOMMITTEE

January 25, 1985

The meeting of the General Government and Highways Subcommittee
was called to order by Chairman Quilici on January 25, 1985
at 8:15 a.m. in Room 437 of the State Capitol.

ROLL CALL: All members were present. Also present were
Cliff Roessner from the LFA Office, and Carolyn Doering from
the Governor's Office.

*

DEPARTMENT OF REVENUE

Income Tax Division: John LaFaver went over the budget issues
found on Exhibit No. 1. One of the main budget issues was

in contracted services, the agency feels funds are needed to
mail 1099G returns. There was some discussion on postage

and costs.

John LaFaver then went over the budget modifications (29;A;237).
Exhibit No. 2 is the budget worksheet for Systems Development.
Exhibit No. 3 is a description of all the modifications. It
contains information on the problem, their solution, and the
benefits of each modification. Exhibit No. 4 is the budget
worksheet for the modification of increased Audit Capacity.
Exhibit No. 5 is the modification for the Increased Collection
Staff. Additional information for these modifications is
found on Exhibit No. 3.

Exhibit No. 6 is a modification for administrative support.

It requests an additional 3.5 FTE for the purpose of

assistance to the taxpayer. Exhibit No. 7 is for an additional
FTE to assist the elderly homeowner and renter (29;B;120).

The response time for replying to people's questions is

very slow.

Corporate Tax: John LaFaver then discused the budget work-
sheet found on Exhibit No. 8, for Natural Resources and
Corporation Tax. There was discussion on the budget issues
found on the bottom of the sheet (29;B;270).

Exhibit No. 9 is the summary of all the FTE the agency is
asking for, why they are being requested, and the benefit.
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Exhibit No. 10 is the modification for the corporation tax
auditor. Jerry Foster, Administrator for the Natural
Resource and Corporation Tax Division, discussed the need
for this additional auditor, and quaranteed a minimum of
$650,000 increase per year (29;B;510). Exhibit No. 11

is for a national resource tax auditor. Exhibits No. 12
and No. 13 are requests for additional clerical positions
because of both current workload increases, and to
compliment the auditors being requested.

Exhibit No. 14 is a budget modification for 3.33 FTE mineral
royalities auditors. The funding would be from federal funds.
Jerry Foster explained what the purpose of these jobs were,
and where they were located (30;A;57). Exhibit No. 15 is

a8 budget modification for one additional FTE, a royalties
auditor. Fifty percent of these federal royalties revert
back to the state (30;A;67).

MISCELLANEOUS TAX DIVISION: Exhibit No. 16 is the budget
worksheet for the agency. There was discussion of the
funds needed to print forms. Exhibit No. 17 is a budget
modification to add a auditor and a support staff in the
unclaimed property act. By doing so, the department feels
they can probably earn $450,000 over the next two years,
which would be revenue that would go towards the permanent
school fund (30;A;288). The funding would be out of the
unclaimed property fund.

Exhibit No. 18 is a budget modification to automate systems.
The first year they propose to automate the contracted gross
receipts area, and the second year of the biennium the
unclaimed property (30;A;362).

Recess for a short break.

EXECUTIVE SESSION

DEPARTMENT OF JUSTICE

Data Processing Division:

Senator Keating moved the LFA budget for personal services
with 2 percent vacancy savings for biennium, the Executive
budget for operating expenses and equipment in FY 1986, and
the LFA budget for operating expenses and equipment in FY 1987.
The motion was seconded, and passed unanimously.

Representative Lory moved the modification for compu?er
operators. The motion was seconded, and passed unanimously.
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There was discussion on the budget modification for the
Program Analyst. Exhibit No. 19 is the backlog of the data
processing division. A majority of the backlog is for

the Motor Vehicle Division. Representative Lory moved to
transfer the modification to the Motor Vehicle Division

and funding from the Motor Vehicle Account. The motion

was seconded and passed unanimously. The intent is that

if the Motor Vehicle Account is not sufficient to cover
this modification it will not become effective.

Law Enforcement Academy: Senator Keating moved the LFA
personal services with 2 percent vacancy savings, the LFA
budget on contracted services at $82,128 for each year,

the LFA budget for supplies and materials to be adjusted
for a total figure of $10,000 per year for ammunition, the
LFA budget for communications, travel, rent, and utilities,
the Executive budget for repair and maintenance, the LFA
budget for other expenses, and the Executive budget for
equipment. The motion was seconded, and passed unanimously.

Representative Lory moved the Executive budget funding of
$65,800 each year out of the tuition account, with the
remaining balance coming from the Motor Vehicle Account.
The motion was seconded, and passed unanimously.

Senator Keating moved that the budget modification for the
State Funding of Tuition do not pass. Representative Lory
seconded the motion. The motion passed unanimously.

Representative Lory moved the budget modification for the
academy program do not pass. The motion was seconded,
and passed unanimously.

Exhibit No. 20 is a budget modification that requests the
Juvenile Justice Training project be transferred from the

Law Enforcement Academy to the Board of Crime Control. Mike
Lavin, from the Board of Crime Control, testified that the
staff and board would be happy to take on the task (31;A;156).
Representative Lory moved to remove the one FTE of $51,864
from the Department of Justice, and inserting one FTE and
$47,415 per year into the Board of Crime Control. The motion
was seconded, and passed unanimously.

ADJOURN: There being no further business before the committee,
the meeting was adjourned at 11:55 a.m. .

O, Tl

JOF QUILICI, Chairman

km
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Income Tax Division
FY'86 and FY'87 Rudget Modifications

Systems Development

Problem Computer systems used to process individual income tax
and withholding tax returns and payments are inadequate
and ohsolete. Modifying the systems to accommodate
legislative changes and new administrative‘requirementsv
is costly and slow.

Solution Spend $230,014 in FY'86 and $340,364 in FY'87 to develop
date based systems with on-line access.

Benefits Better systems will give the department the opportunity
to identify additional tax law violations and collect
more delinguent taxes. For example, employer wage
reports (W-2's) could be matched with wages reported on
individual returns to identify unreported income. Tax
assessments resulting from this matching are estimated
to be $4.8 million per year. Improved systems will also
provide information necessary to make good decisions.
The Legislature and the Governor will have the informa-
tion they need for their decisions and without undue
delay. A data based accounts receivable system will
provide information for income and withholding taxes
administered by the department and will support improved
tax collection by the department. -
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Tncome Tax Division
FV'86 and FY'87 Budget Modifications

Increased Audit and Collection Capability

Problem

Solution

Benefits

Each year an estimated $§ 35 MILLION of Montana income
taxes goes unreported and unpaid. @ The school equaliza-
tion fund loses over $8 MILLION and the general fund
loses over $26 MILLION. ©Not only are the dollars at
issue, but also the very integrity of our tax system.
Without a sufficient tax enforcement program, those who
don't comply with the law and pay their tax will soon

convince others to join them.

Increase the number of returns audited by hiring addi-
tional auditors, and increase the collecticn of delin-
quent taxes bv hiring additional collections staff. The
totel cost of the program improvements is $328,167 in
FY'86 and $275,729 in FY'87.

Increased auditing will serve to improve compliance with
our income tax laws. Taxpayers must know that
unreported income or overstated deductions will be
detected before all taxpavers will pay their fair share.

The program will return $1.9 million each year.

A strengthened collections program will both increase

tax revenues and convince delinquent taxpayers they must
pay their taxes. It is essential to have a strdnq col-
lectione program behind our continuing efforts to assess
the preper tax. An estimated $2.4 million will bhe col-

lected through this program.
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Income Tax Division

FY'86 and FY'87 Budget Modifications

Taxpayers Service

Problem

Solution

Benefits

Taxpayers (including elderly credit recipi-

ents) need and are requesting more assistance
in complying with complex tax laws. The laws
and requirements for paying tax or receiving
special tax benefits are continually growing

in number and complexity.

Provide more assistance to employers, individ-
ual taxpayers and elderly credit recipients in
understanding both their tax obligations and
special benefits. This requires an expendi=-
ture of $94,870 in Fy'86 and $80,529 in Fy'87.

Responding to taxpayers' questions and
requests is essential to the success of the
withholding and individual income tax pro-
grams. The programs will be effective only if
most taxpayers voluntarily report and pay the
proper tax. To encourage voluntary compliance
and payment, immediate attention must be given
to the taxpayers' needs. Although it isn't
quantifiable, immediate and adequate responses
to taxpayers' needs and concerns does result

in increased tax revenues.

Improving our tax assistance program to the
elderly will help insure that benefits given
to the elderlv are actually received. Our
contacts with the elderly have convinced us
they need more help in understanding and

applying for their bcnefits.
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Ex hudstk #9
as|ss

Request For: 1 corporation tax auditor

1 natural resource tax auditor
1 word processing operator

1 general office clerk .

1 State Land Royalty Auditor

- The attached charts show the average yearly collection per auditor

..,

to be approximately $650,000, Therefore, based upon a 4 year average,

‘we expect the 2 additional auditors to collect approximately $1.3

million in revenue for the State.

The combined cost for the positions listed above amounts to approxi-
mately $103,000/year. Therefore the cost/benefit ratio based upom a
4 year average 1s $1(cost)/$13(benefits).

-

The corporation tax bureau has experienced a substantial workload’
increase over the last several years. For example, the number of
corporations filing returns has increased from 13,000 to 22,000
since 1975. The average number of refund claims has increased 400%Z
over the same period. As a result of these and other increases, we
have been required to direct some of our audit resources to process

‘the increase volume of documents flowing into this office. Conse~

quently, our audit activities have suffered. One additional audi-
tor, plus additional clerical personnel will help solve this
problem, . '

The natural resource bureau is responsible for administering 14
different taxes., Due to the fact this bureau 1s substantially under
staffed, many major oil and gas producers remain unaudited. The
additional audit position will allow us to expand our audit program
to include more companies and to cover the additional workload cre-
ated by new legislation relating to windfall profit adjustments.

Our request for 2 additional clerical positions is the result of

.both current workload increases (as previously discussed) and the

ey o

projected increase resulting from 2 additional auditors.

This is a request for an additional FTE to conduct royalty audits for

the Department of State Lands. This position would be located in the
Natural Resource Bureau and would be involved with the additional
workload associated with state royalty audits. At present the Department
of State Lands does not have an audit program to carry out this activity.
Funding would be from special funds from the Department of State Lands.

It is anticipated that this p031tlon would return a minimum of $600, 000
per Year in audit collections.
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i]as/ss
BUDGET MODIFICATION
Department of Justice Program: Law Enforcement Academy - 22
1986-87 Biennium Executive Page Number: 165
TITLE: JUVENILE JUSTICE TRAINING
REQUEST : The Department requests that the Juvenile Justice

Training project be transferred from the Law Enforcement Academy
to the Board of Crime Control

JUSTIFICATION: The Department believes that Juvenile Justice
training can be handled more effectively by the Board of Crime
Control. Because of the Board of Crime Control's close

association with the issues of Juvenile Justice--including matters
relating to institutionalization, corrections, and treatment, the
BCC is better able to administer Juvenile Justice programs than
the MLEA, a prosecution and law enforcement oriented agency.

FISCAL DATA: FY 1986 FY 1987
F. T. E.'s 1.0 1.0
Personal Services $23,740 $23,740
Operating Expenses:

Contracted Services 12,321 12,321
Supplies & Materials 1,245 1,245
Communications 787 787
Travel 9,181 9,181
Rent
Utilities
Repair & Maintenance
Other Expenses 141 141
Subtotal 23,675 23,675
Equipment
Total Request $47,415 $47,415
Funding:
General Fund 47,415 47,415

Other Funds
Total Funds $47,415 $47,415
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